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FIG. 12.1

*** Product Characteristics and Classifications

Many people think a product is a tangible offering, but it can be more than that. Broadly, a
product is anything that can be offered to a market to satisfy a want or need, including phys-
ical goods, services, experiences, events, persons, places, properties, organizations, infor-

mation, and ideas.

Product Levels: The Customer-Value Hierarchy

In planning its market offering, the marketer needs to address five product levels (see
Figure 12.2).1 Each level adds more customer value, and the five constitute a customer-

value hierarchy.

s The fundamental level is the core benefit: the service or benefit the customer is really
buying. A hotel guest is buying “rest and sleep.” The purchaser of a drill is buying “holes.”
Marketers must see themselves as benefit providers.

m At the second level, the marketer must turn the core benefit into a basic product. Thus, 2
hotel room includes a bed, bathroom, towels, desk, dresser, and closet.

= Atthe third level, the marketer prepares an expected product, a set of attributes and co™
ditions buyers normally expect when they purchase this product. Hotel guests expecta clean
bed, fresh towels, working lamps, and a relative degree of quiet.

® At thg fourth level, the marketer prepares an augmented product that exceeds €
expectations. In developed countries, brand positioning and competition take plac
level. In developing and emerging markets such as India and Brazil, however, com
takes place mostly at the expected product level.

= At the fifth level stands the potential product, which encompasses all the

mentations and transformations the product or offering might undergo in the
where companies search for new ways to satisfy customers and distinguish their 0

ustomer
e at this
pe’[itiOn

possible aug’

future. Here®
ffering:
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pifferentiation arises and competition increasingly occurs on the basis of product aug-
mentation, which also leads the marketer to look at the user’s total consumption system:
(he way the user performs the tasks of getting and using products and related services. Each
augmentation adds cost, however, and augmented benefits soon become expected benefits
and necessary points of parity. Today’s hotel guests expect cable or satellite television with a
remote control and high-speed Internet access or two phone lines. This means competitors
must search for still other features and benefits.

As some companies raise the price of their augmented product, others offer a “stripped-
down’ version at a much lower price. The ITC-Welcomgroup of hotels in India, for example,
has four sets of properties under four different brands. The group’s super-deluxe hotels are
organized under the brand ITC Hotels; five-star hotels are under the brand Welcome Hotels;
budget hotels in smaller towns and cities under the brand Fortune Hotels; and palaces, forts
and havelis under the brand Welcome Heritage.? Similarly, the Indian Hotels Company and
its subsidiaries belonging to the Tata group operate Taj hotels, resorts, and palaces under
luxury, leisure, and business categories.* Some service providers carve out a profitable niche
through innovative service configuration. Ginger Hotels, operated by Roots Corporation, is
one such example. :

MARKETING INSIGHT METAMARKETS AND METAMEDIARIES

There are some products whose purchase necessitates other pur- Metamarkets are the result of marketers observing the total con-
chases. The new-automobile market is a good example of a “meta-  sumption system and “packaging” a system that simplifies carrying
market” The consumer chooses an automobile but also must by out these related product/service activities. Professor Mohan
insurance from an insurance company and often must get a loan  Sawhney defines a metamarket as “a set of products and services
from a bank. A smart auto company or auto dealer would make all  that consumers need to perform a cognitively related set of activ-
three purchases easy for the buyer by partnering with an insurance  ities.” Other metamarkets that are organized around major assets or
company and a bank. Such an auto dealer is performing as a major life events include:
‘metamediary.” [

The wedgilng market is also a metamarket. The bride and groom . Bgymg : L '
need a bridal gown and tuxedo respectively, a chapel, a hote fogtic, IO DI R
wedding, a caterer, and possibly @ wedding consultant. Here the wed-  m Getting a divorce
ding dress seller or the wedding consultant might perform s 8 Wed- g - pianning  yacation
ding metamediary.

ted from Mohan Sawhney, “Rethinking Marketing and Mediation in the Networked Economy,” Winning Strategies for E-Commerce Lecture at the Kellogg School
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Smart Basics | WiF | multi-cuisine restauran

No bellhops.
No valet.
No room Service.

No one to tip.

> 4 " 4
e ——— g
There was a time when men hired men to help with the luggage and
open doors for them. But long gone are the days of the Raj, thank God.
We live in an era today where men are more than happy to carry their
weight on their own shoulders. As are ofcourse, the women.

P 1-80022-0022 | vetusa: =
022 6000 3322 | www.gingerhotels.com @ Rs 999" onwards

GINGEer

please help yourselves

! Cattus
{

iBanganre Bhubaneshwar Haridwar Mysore Pune Trivandrum Now in Durgapuri

T agwicae |

GINGER HOTELSS®

Sfi:)grzg ll;llztzl;,ca cl;a:‘in of hotels in India in the “smart basics” category, has set new standards of service quality a
es. . e concept of the hotel is loosely inspired from the success of the low- irli

::]ed nr::;rr;,f i):];;e:njzd :]ratviler wt.w does not relate low tariffs with poor standards. The ho&feﬂ&iiﬁﬁi
et i Thg; gure S; ?N :er;n.ces a.re outsourced. The hotels economize on cost by allowing the guests sef
plapib ex.c e teee in their own Iuggage and carry it to their rooms. The hotel does not provide any
o e oo o co:; atnt(:] coffee-making facility in the rooms. The guests can avail of dial-a-meal facl
it andc Idem from the front desk. The hotel also has a self-service multicuisine resta
displays sensitivity, the last room if\oth biveraggs, ATMS.’ basic gym, and a Wi-Fi structure. In another innovation &
quest The brand e e © hoteis n the Ginger chain is specially designed for physically challeng®

Ples something fresh, simple, warm, yet stylish. The hotels are located either at sma¥

business centers or tourist destinati th
| nations that attract visit m |
a an occupancy rate of 85%, witho ificant advertising support.

Product Classifications

Marketers have traditio
nally classifi
(consumer or industrial °d products on fichast . by 2
1al). Each produyct type has an appr ggfi:tiﬁl?ﬁ:ﬁ;gtargg Silrlat:ég\m
DURABILITY AND TANGIRII | — '
3 \ ANGIBILITY
durability and tangibility: Marketers classify products into three groups accord™ g
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is to make them available in many locatio
stragﬁze heavily to induce trial and build preferencg.S - charge only a small markup, and

ds are tangible goods that n

rable 80° . ormally surviy . ;
D‘;Chme tools, and Cl(;)th}llr‘lgl:l Durablg products normally r:q:i]llnr)’n::ees. refngfratqrs,

service, (?ommz.xgl a higher margin, flnd require more seller guaramperson selling
gerVices are m.tangl e, ms?parable, variable, and perishable products Zs'a result, th
3, orma“Y require more qua ity control,- supplier credibility, and ada t. bili ult, they

’r;lcl ude haircuts, legal advice, and appliance repairs ’ ptability. Examples

; .

i CLASSIFICATION Wi i
UMER GOODS e classify the vast arra
~oNSUME . ; P y of goods consumers bu
(;n[ ¢ basis odeShOPng habits. We distinguish among convenience, sh%pping specialtry ang
ught go0d>- ’ ’

unST"hegConSumer usually purchases convenience
with @ minimumd Oza(;ffl;)ertt: Et’;lamp!e§ include soft drinks, soaps, and newspapers.
(onvenience gol()) S ¢ might urther divided. Staples are goods consumers purchase on a
regularl basls. 3 Bu'}t’e nilagM l‘(.)u’g'nelyl purchase Colgate toothpaste, Mysore Sandalwood
oilet s0aps 30 ritannia viarie biscuits. Impulse goods are purchased without any plan-
ing OF search effort. Chocolates,

candy bars, and potato chi i

S chips are impulse goods.
Emergency goods are purchasield when a need is urgent—umbrellas and rain coats with
he advent of MONSOONS, pulovers, sweaters, and shawls with the advent of winter.

Manufacturers Qf impulse an.d emergency goods will place them in those outlets where
consumers are likely to experience an urge or compelling need to make a purchase.

Shopping good§ are goods that the consumer characteristically compares on such bases
as suitability, quality, price, and .style. Examples include furniture, clothing, used cars, and
major appliances. We further d1v1-de this category. Homogeneous shopping goods are similar
in quality but dlff'eren't enough in price to justify shopping comparisons. Heterogeneous
shopping goods differ in product features and services that may be more important than
price. The seller of heterogeneous shopping goods carries a wide assortment to satisfy indi-
vidual tastes and must have well-trained salespeople to inform and advise customers.

Specialty goods have unique characteristics or brand identification for which a suffi-
cient number of buyers are willing to make a special purchasing effort. Examples include
cars, stereo components, photographic equipment, and men'’s suits. A Mercedes is a spe-
cialty good because interested buyers will travel far to buy one. Specialty goods don't
require comparisons; buyers invest time only to reach dealers carrying the
wanted products. Dealers don’t need convenient locations, although they =m0
must let prospective buyers know their locations.

Unsought goods are those the consumer does not know about or does not
normally think of buying, such as smoke detectors. The classic examples of
known but unsought goods are life insurance, encyclopedias, and reference |
books. Unsought goods require advertising and personal-selling support.

goods frequently, immediately, and

INDI . GOODS CLASSIFICATION Industrial goods can be classified in |
terms of their relative cost and how they enter the production process: materials |
and parts, capital items, and supplies and business services. Materials and parts |
are goods that enter the manufacturer’s product completely. They fall into two
Flassesz raw materials, and manufactured materials and parts. Raw materialsfall |
o two major groups: farm products (wheat, cotton, livestock, fruits, and veg- | E
tables) and natural products (fish, lumber, crude petroleum, iron ore). Farm | gs .

Products are supplied by many producers, who turn them over to marketing in- Perhaps the only food on the planet to get a 100 point
ermediaries, who provide assembly, grading, storage, transportation, and sell- | rating from the World Health Organisation.

ng Services. Their perishable and seasonal nature gives rise to special marketing |

Practices, whereas their commodity character results in relatively little advertis-

‘gr;;g)uand Promotional activity, with some exceptions. At times, corr_1modi.ty 1 e

the lD;t}mll launch campaigns to promote their product. For example, in Ind.la,

tenSiVelonal Egg Co-ordination Committee (NECC) regularl_y undertakes an in- ;. . roc SlTIONAL
liseme Promotion campaign for increasing egg consumption through adver-

e fy DS in press, radio, and television. These advertisements aim to increase
o usequency of the consumption of egg among CuIrent Users, convert —
€IS, and eq h tritive value of eggs

Nat ucate the masses about the nutrl 8gs. Bromotinid Bonsifotion of eaa*The Nafinal B
unit valllral products are limited in supply. They usually have great bulk and low ° , 9 consumption of egg: The National Egg
et of Ue and must pe moved from producer to user. Fewer and larger produc-  Co-ordination Committee's advertisement highlighting the

> Oftey . - ,

1 market them directly to industrial users. Because users depend on  pytritional value of eqgs

-
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these materials, long-term supply contracts aré common.r §s§;;i§00(11 Ltd.., Whe it e
India in 1989 by establishing a state-of-the-art tgmato p g Plant in Punjq, 0 Teq
duce pastes and purees, entered into contracts with farmers to ensure a SUPDly of gy, Pro.
pas S ; ities for its processing p] €
produce at the right time in the required quantltltffsd . i gp ant. The " Shy
geneity of natural materials limits the amount 0 A eml prrii ? 1on activity, Pricemo~
delivery reliability are the major factors influencing the sé 'e 0 Suppller§. Ty

Manufactured materials and parts fall into two categories: COmpOnent materia|g (irop,
cement, wires) and component parts (small motors, tires, castings). Componen; Wlatenk,zysam'
usually fabricated further—pig iron is made into steel, and yar: N s woven 1nto. cloth, e Ny
dardized nature of component materials usually means that price an.d supplier reliahy; tan.
key purchase factors. Component parts enter the finished prOd“Ft with no furthe; chan. 2
form, as when small motors are put into vacuum cleaners, :clnd tires are put on automoﬁ.eln
Most manufactured materials and parts are sold directly to 1r'1d'ustnal users. Price anq SerVies'
are major marketing considerations, and branding and advertising tend to be less importgp,

Capital items are long-lasting goods that facilitate deve!opmg or managu-lg the ﬁnish;,d
product. They include two groups: installations and equipment. Iflstallatzons Consigt
buildings (factories, offices) and heavy equipment (generators, drill presses, Maing;
computers, elevators). Installations are major purch'ases. They are usgally bought dire %
from the producer, whose sales force includes techmca} personn.el, and a long Degotiatioy
period precedes the typical sale. Producers must be willing to design to specificatiop and,
supply postsale services. Advertising is much less important than personal selling, Bharat
Heavy Electricals Ltd. (BHEL) and Larsen and Toubro (L&T) }'1ave emphasized op 5 cus.
tomer-focused approach to attain and sustain leadership in their respective industrigs such
as energy-related infrastructure, engineering, and construction, g

Equipmentincludes portable factory equipment and tools (hand tools, lift trucks) anq office
equipment (personal computers, desks). These types of equipment don't become part of 5 fin.
ished product. They have a shorter life than installations but a longer life than Operating syp.
plies. Although some equipment manufacturers sell direct, more often they use intermediaries,
because the market is geographically dispersed, the buyers are numerous, and the orders are
small. Quality, features, price, and service are major considerations. The sales force tends to be
more important than advertising, although advertising can be used effectively.

Supplies and business services are short-term goods and services that facilitate develop-
ing or managing the finished product. Supplies are of two kinds: maintenance and repair
items (paint, nails, brooms) and operating supplies (lubricants, coal, writing paper, pencils),
Together, they go under the name of MRO goods. Supplies are the equivalent of convenience
goods; they are usually purchased with minimum effort on a straight-rebuy basis. They are
normally marketed through intermediaries because of their low unit value and the great
number and geographic dispersion of customers. Price and service are important consider-
ations, because suppliers are standardized and brand preference is not high.

Business services include maintenance and repair services (maintenance of air conditioners,
repair of photocopying machines) and business advisory services (legal, management consult-
ing, advertising). Maintenance and repair services are usually supplied under contract by smell
producers or are available from the manufacturers of the original equipment. Business advisory
services are usually purchased on the basis of the supplier’s reputation and staff.

=
++: Differentiation

To be branded, products must be differentiated. Physical products vary in their potential for dif
ferentiation. At one extreme, we find products that allow little variation: chicken, aspirin, a1
steel. Yet even here, some differentiation is possible: Venky'’s Chicken, Bayer aspirin, and Taid
Steel have carved out distinct identities in their categories. Procter & Gamble makes Pantet®
Head & Shoulders, and Rejoice shampoos, each with a separate brand identity. P‘toael:
Gamble makes Tide, Cheer, and Gain laundry detergents, each with a separate brand xdenilllg
At the other extreme are products capable of high differentiation, such as auwr_n()b os-’
commercial buildings, and furniture. Here the seller faces an abundance of differentiation P '
sibilities, including form, features, customization, performance quality, conformance qu ot
durability, reliability, repairability, and style.” Design has become an increasingly 1mpooften
means of differentiation and we will discuss it separately. In services, differentiation B
achieved through the use of technology and by offering value-added services. Here i how,
Dart, one of the leading courier companies in India has achjeved this.

4
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Jduct systems and Mixes
Pr

oduct sy’“f“m l:l; ‘u t.l{r(‘)u)? of diverse but related it :

P er. For example, the l‘,‘lmOne handheld ang ¢ms that function in ac i
nh”“‘ " ble l".()duc(s including headsets, CAmIELA S]l(nartph()ne ompatible
o MP3 players, and voice recorders, A r d' eyboards, Presentation j

¢ is the set of all products and items g Paﬁio uct mix (algg called a pmdpr?ectors,
e duct mix consists of various product lin(;‘s]lasr seller offers for sae, SERESAAEE
[ are pssential to scrv‘ers, PCs, and consumer elt-a teaga.‘te
it 4 cameras. In General Electric's Consu Ctronic
. managers for l't-fl‘lg'fra(ors. stoves, and washij nce Division
onsists Of communication products and computer prod
tl‘\.}. wide range ot pr(‘)duct§ In animal feeds, agricultgral inputs, horti )

d retailing: I m .(“onsu(;nel Prfoduct portfolio of Nirma Limited ¢ O‘I)lrst_lclﬂture, tissue culture,
s pv,-smml-uu l)lr? l(ligts, .ood products, and scouring product: lslts offabric-care prod-
! s, (he company has different brands and varjants, - In each of these cate-

any’s duct mix has in wi
\ companys pro a certain width length, d
AL ctrated ’ » depth, and consi -
copts are illustrated in Table 12.1 for the consumer-product division of i—llsifcillfsi;thlsr‘:ﬂcon
ever

limilvd (I IUL)'\/V

. The widthofa product mix ref.ers to how many different product lines the company carries
fable 12.1 shows a product-mix width of eleven lines. (In fact, HUL has other busincgsez aswell )

. The length of a product mix refers to the total number of items in the mix. In Table 12.1, it
<26, We can also talk about the average length of a line. This is obtained by dividing the total
ength (here 28) by the number of lines (here 12), or an average product length of less than 3.

o The depth of a product mix refers to how many variants are offered of each product in the
line. If Lux comes in four variants (exotic flower petals and jojoba oil, almond oil and milk
cream, fruit extracts and honey in milk cream, and sandal saffron in milk cream) and in two
szes, then it has a depth of eight. The average depth of HULs product mix can be calculated
by averaging the number of variants within the brand groups.

+ The consistency of the product mix refers to how closely related the various product lines
are in end use, production requirements, distribution channels, or some other way. HULs
product lines are consistent insofar as they are consumer goods that go through the same dis-
tibution channels. The lines are less consistent insofar as they perform different functions
for the buyers.

product lines come with

TABLE 12.1 | Product-Mix and Product-Line Length for Hindustan Unilever Limited

CHAPTER 12 321

To read about French

carmaker Renault and its

strategy for pursuing

international growth, visit

www.pearsoned.co.uk/

marketingmanagementeurope

T Product-Mix Width

Home& Personal Care ) . Foods
' e Al Oral Deodorants Ayurvedic  Color _ Tea  Coffee Foods Ice

‘l;:rsonal i g::':e Care Personal & Cosmetics Cream
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. mpany to expand its business iy
: . s permit the €0 : four
X dlrnenSIOI;h é’s widening its product mix. It can lengthep each

These four product-mi :
ways. It can add new product lmes,t o
product line. It can add more produc !
Finally, a company can pursue more pr
brand decisions, it is useful to conduct pro

ch product and deepen its prodyct mix,

riants to €a
tency. To make these product ap

duct-liné consiste!
duct-line analysis.

develop a basic platform and modules the
ments. Car manufacturers build their carg
del home to which buyers can add addi-
company to offer variety and to lower

Product-Line Analysis
companies normally

customer require
how a mo
bles the

es and profits of each item in their line in
harvest, or divest.23 They also need to

In offering a product line,
can be added to meet different
around a basic platform. Homebuilders $
tional features. This modular approach ena

production cOSts.
Product-line managers need to know the sal .

order to determine which items to build, maintain,

understand each product line’s market profile.

SALES AND PROFITS Figure 12.3showsa sales and profit report fora five-item product line,
The first item accounts for 50% of total sales and 30% of total profits. The first two items ac-
count for 80% of total sales and 60% of total profits. If these two items were suddenly hurt by

a competitor, the lin€’s sales and profitability could collapse. These items must be carefully
delivers only 5% of the product lines

monitored and protected. At the other end, the lastitem
sales and profits. The product-line manager may consider dropping this item unless it has

strong growth potential.

Every company'’s product portfolio contains products with different margins.
Supermarkets make almost no margin on bread and milk; reasonable margins on canned
and frozen foods; and even better margins on flowers, ethnic food lines, and freshly baked

ervice,

goods. A local telephone company makes different margins on its core telephone $

call waiting, caller ID, and voice mail.
A company can classify its products into four types that yield different gross margins

depending on sales volume and promotion. To illustrate with laptop computers:

® Core products. Basic laptop computers that produce high sales volume and are heavily

] : : :
promoted but with low margins because they are viewed as undifferentiated commoditi¢s

® Staples. Items with lower sales vol |
' . ume and i bigge”
memories. These yield a somewhat higher marg?r? promotion, such as fesiet oot

B Specialties. wi

el t’;l L;I:g‘lflizsm It_irgse qutig Ilgwer sales volume but that might be highly pro
; : aki ent; or mi : :

delivery, installation, or on-site trainiglglght BEESHESHComEOr SEmAESt =t

u Convenienceitems i i

st 55 Earmine case; aﬁfir ipheral 1t.ems that sell in high volume but receive les

Smers tond 0 by oo Whaeccessorles, upscale video or sound cards, and sO

fent than making farther s, eV buy the original equipment because it s MO
PPIng trips. These items can carry higher margins.

moted, such ®
h as persona

s promouon_'

feware. 007
onvel

The main point is -
that companj i
es should recognj - . pote!
gnize that t i iffer in their P
hese items diffe :

tial for being pri -
’ ced higher .
gins, or both 2« her or advertised more ag ways to increase their sales, 0’
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ARKET | f*.QFILE’ '_fhe produ.ct-line manager must review how the line is positioned
goainst competitors lines. Cop51der paper company X with a paperboard product line.? Two
paperboard attributes are Welght aIld f?lmSh qu.ality. Paper is usually offered at standard lev-
s 090, 120, 150, and 180.we1ght. Finish quality is offered at low, medium, and high levels.
figure 12:4 shows the location of the various product-line items of company X and four com-

etitors, A, B, G aI_ld D. Competitor A sells two product items in the extra-high weight class
nging from medium to low finish quality. Competitor B sells four items that vary in weight
and finish quality. Competitor C sells three items in which the greater the weight, the greater
the finish quality. Competitor D sells three items, all lightweight but varying in finish quality.
Company X offers three items that vary in weight and finish quality.

The product map shows which competitors’ items are competing against company X’s
items. For example, company X's low-weight, medium-quality paper competes against
competitor D’s and B’s papers, but its high-weight, medium-quality paper has no direct
competitor. The map also reveals possible locations for new items. No manufacturer offers
a high-weight, low-quality paper. If company X estimates a strong unmet demand and can
produce and price this paper at low cost, it could consider adding this item to its line.

Another benefit of product mapping is that it identifies market segments. Figure 12.4
shows the types of paper, by weight and quality, preferred by the general printing industry,
the point-of-purchase display industry, and the office supply industry. The map shows that
company X is well positioned to serve the needs of the general printing industry but is less

effective in serving the other two industries.
Product-line analysis provides informatio
length and product-mix pricing.

n for two key decision areas—product-line

Product-Line Length

Company objectives influence product-line length. One objective is to create a product line
o induce upselling: Thus, Maruti would like to move customers from Maruti 800 to Alto or
Zen. A different objective is to create a product line that facilitates cross-selling: Hewlett-
Packard sells printers as well as computers. Still another objective is to create a product line
that protects against economic ups and downs; Videocon offers white goods such as refriger-
dtors, washing machines, televisions, microwave ovens, and air conditioners under different
?;zngnames {0 cater to the entry-level, mid-level and premium segments. Companies geek-
i 1§h. market share and market growth will generally carry longer product lines.
X Osgn?t‘:rsntshat emphasize high profitability will carry shorter lines consisting of carefully
OHIILOdUCt lines tend to lengthen over time.
.
Sr:?;é: C;he company for a more cgmplgte ( / .
¢ aﬂgeo\; Costs rise: design and en'gmeermg costs, mvent(_)ry—carrylng costs, mgnufactunng-
lional ¢, ir costs, order-processing COSts, transportation costs, and new-item promo-
cauge ZfS: Even.tually, someone calls a halt:_ Top manggement may stop development
Sudyof o insufficient funds or manufacturing capacity. The controller may call for a
oney-losing items. A pattern of product—hne growth followed by massive pruning

CHAPTER 12

| FIG. 12.4 ‘

Product Map for a paper-Product Line
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' Although many consumers find the notion of
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i i ingly, co
elf many times. Increasingty,
linew, over-ex b and feature-laden pro

lines, over-extended brands,
Less Is More”).
A company lengthens its pr

LINE STRETCHING Every company's pFodu
range. For example, Mercedes automobiles &
mobile market. Line stretching occurs wr.len.a
current range. The company can stretch its lin

MARKETING INSIGHT ]

having more choices appealing, the reality is
that consumers can sometimes be over-
whelmed by the choices involved. With thou-
sands of new products introduced each year,
consumers find it harder and harder to suc-
cessfully navigate through store aisles. One
study found that the average shopper spent
40 seconds or more in the supermarket soda
aisle, compared to 25 seconds six or seven
years ago. Another research study showed that
although consumers expressed greater interest
in shopping with a larger assortment of 24 dif-
ferent flavored jams than a smaller assortment
of 6, they were 10 times more likely to actually
make a selection with the smaller assortment.

Although consumers with well-defined
preferences may benefit from more differenti-
ated products that offer specific benefits to bet-
ter suit their needs, too much product choice
may be a source of frustration, confusion, and
regret for other consumers. Product prolifera-
tion has another downside. Exposing the cus-
tomer to constant product changes and introductions may nudge
them into reconsidering their choices, resulting in their switching to a
competitor's product as a result.

And not all the new choices may be winners anyway, as Nestlé
found out with its Kitkat bars, among the best-selling candy bars in
the United Kingdom since they were invented there in the 1930s. To
increase sales in 2004, the company rolled out a vast array of new
flavors. The summer saw the launch of strawberries and cream, pas-
sion fruit and mango, and red berry versions; with winter came
Christmas pudding, tiramisu (with real wine and marscapone), and
low-carb versions. The new flavors were a disaster—the tastes were
too sweet and unusual for many—and even worse, some consumers
couldn't find the classic Kitkat bars among all the new varieties. An
ill-timed switch from the classic slogan, “Have a Break, Have a
KitKat," didn't help, and sales dropped 18% as a result. The new fla-
vors were then discontinued.

Sources: Deborah Ball, “Flavor Experiment for KitKat Leaves Nestlé with a Bad Taste,” Way/ Street Jburna/, Jul
/s Less (New York: Harper Collins Ecco, 2004); Frisco Endt, “It Is Rocket Science,” Newsweek, Qctober 18, 20
More: The Role of Ideal Point Availability and Assortment in Choice," Journal of Consumer Research 30
“When Choice IS Demotivating: Can One Desire Too Much of a Good Thing?" Journal of Persong

‘Consumer preference for a No-

Choice Option,” Journal of Consumer Research 27 (S

oduct line in two ways: line

nsumers are growing weary of denge
ducts (see “Marketing InSigh

stretching and line ﬁlling‘
ct line covers a certain part of the totg]

company lengthens its product line

e down-market, up-market, or both Ways

Marketers are learning through the sometimes painfut experience that product lines can

gef too long. or products can become just too complicated

Smart marketers are also realizing that it's not just the product
lines that are making consumer heads spin—many products them-
selves are just too complicated for the average consumer. Royal Philips
Electronics learned its lesson when the company asked 100 top man-
agers to take various Philips electronic products home one weekend
gnd see whether they could make them work. The number of execu-
tives who returned frustrated and angry spoke volumes about the chal-
lenges the ordinary consumer faced. A Yankee Group research study i
2004 reinforces this fact: Aimost a third of all home-networking prod-
ucts sold that year were returned because the consumer couldn't gét
themlto work; almost half of potential digital camera buyers Were
delaying their purchase because they thought the products were 10
complicated; and about a quarter of consumers thought they alread‘/
owned an HDTV (they didn't). Philips launched an initiative in
September 2004 with a goal to make technology simpler, backed by 2
$100 million ad campaign “Sense and Simplicity.”

Yy 6, 2006; Barry Schwartz, The Paradox of Choice: Why MO
04, p. E8; Alexander Chernev, “When More Is Less and Less
September 2003): 170-83; Sheena S. lyengar and Mark R. Lepper
Ity and Social Psychology 79, no. 6 (December 2000): 995-1006; Ra 0"

eptember 1997): 233-48.
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SETTING PRODUCT STRATEGY

WI,,_Market Stretch A comp

; . any positi i
ﬁltr oduce a lower-priced line for any of thr. reositioned in the
0

ee reasons. middle market may want
notice strong growth i
The COmpany may g g Opportum
g pumber of shoppers Wht? want value-priced goods
ish to tie up lower- ;
 The company may Wist b lower-end competitg i i

move up-market. If the company has been attackgd by Elsl‘gx?emc;ght othe.rwmt.e try to
Jecides 10 counterattack by entering the low end of the market + COTIRSLSOIC often

5, Thee ompany may find that the middle market is stagnating or 'declining
A company faces a number of naming choices in deciding to move a brand down-market:

|, Use the parent brand name on all its offerin

f

ties as mass retailers attracta growing

variety of price tiers. gs. Sony has used its name on products in a
_ Introduce lower-priced offerings using a subbrand , . .
’ Gillette Good News, and Ramada Limited. nhame, such as P&G’s Charmin Basics,

3, Introduce the lower-priced offerings under a different name, such as The Gap's Old Navy

prand. This strategy is expensive to implement, and cons
. ) umers ma
prand that lacks the equity of the parent brand name, e

Moving down-market carries risks. Kodak introduced Kodak Funtime film to counter
lower-priced brands, but it did not price it low enough to match the lower-priced film. It also
found some of its regular customers buying Funtime, so it was cannibalizing its core brand.
Kodak withdrew the product and may have also lost some of its quality image in the process.
on the other hand, Mercedes successfully introduced its C-Class cars at $30,000 without
injuring its ability to sell other Mercedes cars for $100,000. John Deere introduced a lower-
priced line of lawn tractors called Sabre from John Deere while still selling its more expen-
sive tractors under the John Deere name. In these cases, consumers may have been better

able to compartmentalize the different brand offerings and understand and rationalize func-
tional differences between offerings in higher and lower price tiers.

Up-Market Stretch Companies maywish to enter the high end of the market to
achieve more growth, to realize higher margins, or simply to position themselves as full-line
manufacturers. Many markets have spawned surprising upscale segments: Starbucks in cof-
fee, Hiagen-Dazs in ice cream, and Evian in bottled water. The leading Japanese auto com-
panies have each introduced an upscale automobile: Toyota's Lexus; Nissan's Infiniti; and
Honda’s Acura. Note that they invented entirely new names rather than using or including
their own names, because consumers may not have given the brand “permission” to stretch
upward at the time when those different lines were first introduced.

Two-Way Stretch Companies serving the middle market might decide to
stretch their line in both directions. Titan introduced its first watches in the medium-
price, medium-quality segment of the market. Gradually, it has added watches in the pre-
mium segment, under brand names such as Titan Edge, Ngbulg, and Xylus, where it
Competes with European brands. In the economy segment, Tltan introduced tbe Sonata
Collection. This kind of two-way stretch has helped Titan gain the market d_ommance in
the watch category. Hidesign, the leather accessory brand, introduced collections targeted
Athe teenage and young customers at lower price points with the brand name Salsa, and

Cigh‘end collections at higher price points than the main brand with the name Hidesign
Outure,

"OLIDAY INN . :
Molgay 1nn Worldwide also has performed a two-way stretch of its hotel product line. The hotel chain broke its
Mestic hotels into five separate chains to tap into five different benefit segment‘s—the ugsca|e Crowne
23, the traditional Holiday Inn, the budget Holiday Inn Express, and the business-qnented Holiday Inn Select
am H°“dav Inn Suites & Roomst Different branded chains received different marketing 'programs ?nd empl?a-
*S. Holday 1oy Express has been advertised with the humorous “Stay Smart” advertis_mg campaign showing
® brilliant feats that ordinary people could attempt after staying at the chain. By basing the development of

$3¢ brangs on distinct consumer targets with unique needs, Holiday Inn is able to ensure against overlap
“Meen brangs,
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i i ch item in the consut :
;:::rfcznj};;e:riirtl; fcl)fg?;:grlitfaii customers are more attuned to relative than to absolute
differer'lce.28 They will perceive the difference between boards 2 a'Irlg 3 feet long and boargs
20 and 30 feet long, but not between boards 29 and 30 f'eet long._ e company should alsg
check that the proposed item meets a market need and is not being added simply to satisfy
an internal need. The infamous Edsel automobile, on which Ford lost $350 million in the late

1950s, met Ford’s internal positioning needs for a car between its Ford and Lincoln lines, but
not the market’s needs.

AND PRUNING Product lines need to be modern-
ized. The issue is whether to overhaul the line piecemeal or all at once. A piecemeal approach
allows the company to see how customers and dealers take to the new style. It is also less
draining on the company’s cash flow, but it allows competitors to see changes and to start
redesigning their own lines.

In rapidly changing product markets, modernization is continuous. Companies plan
improvements to encourage customer migration to higher-valued, higher-priced items.
Microprocessor companies such as Intel and AMD, and software companies such a
Micrgsoft anq O.ragle, ‘continually introduce more-advanced versions of their products.
?urrriz]notrlliss;eolf :;r:i?tgelinfp;rovements o) t'h.ey do not appear too early (damaging sales of the

! after the competition has established a strong reputation for more-
advanced equipment).
At other times, managers will fea(iunce aspecial low-priced television to attract custome®
Sometimes a . ure a high-end item to lend prestige to the product in®

company finds one end of its line selli lling poorl#
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1n 1999, Unilever announced its “Path to Growth” program designed to get the most value
from its brand portfolio by eliminating three-quarters of its 1,600 distinct brands by 2003.%2
More than 90% of its profits came from just 400 brands, prompting Unilever cochairman
Niall FitzGerald to liken the brand reduction to weeding a garden, so “the light and air get in
0 the blooms which are likely to grow the best.” The company retained global brands such
as Lipton, as well as regional brands and “local jewels” such as Persil, the leading detergent
in the United Kingdom.

Multibrand companies all over the world are attempting to optimize their brand portfo-
lios. In many cases, this has led to a greater focus on core brand growth and to concentrat-
ing energy and resources on the biggest and most established brands. Procter & Gamble’s
“back to basics strategy” concentrated on its brands with over $1 billion in revenue, such as
Tide, Crest, Pampers, and Pringles. Every product in a product line must play a role, as must
any brand in the brand portfolio.

VW

VW has four different brands to manage in its European portfolio. Initially, Audi and Seat had a sporty image
and W and Skoda had a family-car image. Audi and VW were in a higher price-quality tier than their respec-
fie counterparts. Skoda and Seat with their basic spartan interiors and utilitarian engine performance were
darly differentiated. With the goal of reducing costs, streamiining part/systems designs, and eliminating
fedundancies, Volkswagen upgraded the Seat and Skoda brands. Once viewed as subpar products by European
consumers, Skoda and Seat have captured market ghare with splashy interiors, a full array of safety systems,
a4 reliable powertrains borrowed from Volkswagen. The danger, of course, is that by borrowing from its

Wper-echelon Audi and Volkswagen products, Volkswagen may have diluted their cachet. Frugal European

“Womotive consumers may convince themselves that a Seat or Skoda is almost identical to its VW sister, at

§
Sveral thousand Euros less.33

Pr .
oduct-Mix Pricing
ghapter 14 describes pricing concepts in detail, but let’s qukIY consid.er some basic
oduct-mix pricing issues here. Marketers must modify their price-setting logic when

: € Product s part of a product mix. In product-mix pricing, the firm searches for a set
Prices that maximizes profits on the total mix. Pricing is difficult because the various

Pruning slow-selling prands from
product lines often penefits the brar
that are left, like Unilever's global
pestsellers that includes Lipton

worldwide
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& Some services need the client’s presence. Brain surgery requires the client’s presence, a car

repair does not. If the client must be present, the service provider must be considerate of his

or her n'eeQS. Thus beauty salon operators will invest in décor, play background music, and

engage in light conversation with the client.
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DESIGNING AND MANAGING SERVICES
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¢ Unlike physical products, services cannot be seen, tasted, felt, heard, or
smelled before they are bought. A person getting cosmetic surgery cannot see the results
before the purchase, and the patient in the psychiatrist's office cannot know the exact out-
come of treatment. To reduce uncertainty, buyers will look for evidence of quality by draw-
ing inferences from the place, people, equipment, communication material, symbols, and
price. Therefore, the service provider's task is to “manage the evidence,” to “tangibilize the
intangible."12
Service companies can try to demonstrate their service quality through physical evidence
and presentation.'3 A hotel will develop a look and a style of dealing with customers that real-
izes its intended customer-value proposition, whether it’s cleanliness, speed, or some other
benefit. Suppose a bank wants to position itself as the “fast” bank. It could make this position-
ing strategy tangible through any number of marketing tools:

1. Place—The exterior and interior should have clean lines. The layout of the desks and the
traffic flow should be planned carefully. Waiting lines should not get overly long.
. People—Personnel should be busy, but there should be a sufficient number of employees

to manage the workload. "
3. Equipment—Computers, copying machines, and desks should be and look like “state of

the art.”
& Communication material —Printed materials—text and photos—should suggest effi-
) ciency and speed. i
3. Symbols—The name and symbol could suggest fast service.
8. Price—The bank could advertise that it will deposit Rs. 50 in the account of any customer

who waits in line for more than five minutes.

Service marketers must be able to transform intangible services“ into.cgpc.rete be'neflts
dawell-defined experience.!4 The Disney Company is a master at tangl‘blhzm%l the 1ntal§1-
%’“."e" and creating magical fantasies in its theme parks; so are companies such as Jamba
JUice and Barpe i i ive retail stores.!®
X arnes & Noble in their respective 7 ) )
S1milarly, the luxury tourist train Palace on Wheels, a joint venture of Rajasthan Tourism

®velopment Corporation and Indian Railways, is highly su.ccessful Que to the careful d_:llgn
“dexecution of various service elements that help in delivering superior customer experience.

o

Al A~

CE ON WHEELS
of sand dunes and regal palaces, and
xurious rail journeys in the world, it aims to

p G .
a'aje On Wheels takes tourists on  journey through Rajasthian, the land
94, the ang of the Taj Mahal. Rated as one among the ten best Iu

Provi .
‘Om,'de e ultimate royal experience. The Palace on Wheels Was sta
|

rted in 1982 as a heritage holiday train by

"0 the coaches of the original royal saloons owned by the princely states of Gujarat, Rajputana, the Nizam
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The Maharani restaurant on the Palace of Wheels train combines & royal and luxurious ambience with

excellent service and a choice of cuisines for the guests.

of Hyderabad, and the Viceroy of British India. Later, these coaches were replaced by modern air-conditioned
coaches, but the royal ambience was maintained. Presently the train has 14 saloons. Each coach has four twip-
bedded chambers decorated in colourful Rajasthani art, and the panels and ceilings are covered with miniature
traditional motifs that reflect courtly life. The saloons are equipped with world-class facilities such as channel
music, intercom, attached toilets, running hot and cold water, shower stalls, and wall-to-wall carpeting. Each
saloon has personal attendants called “khidmatgars,” at the beck and call of the guests. The train also has two
restaurants named “The Maharaja” and “The Maharani” with a princely ambience where guests have a choice
of Continental, Chinese, Indian, and Rajasthani cuisines, prepared by the chefs in the adjacent kitchens. In addi-
tion, the train also has a well-stocked bar and a library. The train travels mostly in the night and stops during the
day to allow the guests to visit the palaces and the forts. The Palace on Wheels experience has become oné of
the most sought-after luxuries for international tourists, and has long passenger lists that require guests to book
months in advance in order to get their share of the royal experience.

INSEPARABH._ITY Whereas physical goods are manufactured, put into inventory, distribute
through multiple resellers, and consumed later, services are typically produced and consume!
simultaneously. A barber can't give a haircut without being present. If a person renders ¢

. . . . e
service, then the prowdef Is part of the service. Because the client is also often present
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DESIGNING AND MANAGING SERVICES

A " Because ”“_‘ quality ‘_’f services depends on who provides them, when and

o, and 10 whom, Services are highly variable. Some doctors have an (‘Xl‘t‘"t“n( bedside
- ner; others are less empathic.

mJ:ewicc puyers are aware of this variability and often talk to others before selecting a service

" qor. To reassure customers, some firms offer service Buarantees that ma\;mducc consumer

ons of risk. ¢ Here are three steps service firms can take to increase quality cuntr;)l.

p(‘l'('(’P“ ) )
1, Invest in 300‘1 """’"8 “"d f"’""’i."gpm_t‘edums—l{ocruiting the right employees and provid-
ing them with excellent training is crucial, regardless of whether employees are highly skilled
P,-ofcssi(mals'm' low-skilled workt‘m‘, Better-trained personnel exhibit six characteristics:
Competence: They possess the rv:‘qlured skill and knowledge; courtesy: They are friendly,
respectful, and considerate; credibility: They are trustworthy; reliability: They perform the
service consistently and accurately; responsiveness: They respond qflickly to customers’
requests and problems; and communication: They make an effort to understand the
customer and communicate clearly.!?
standardize the service-performance process throughout the organization—A service
plueprint can simultaneously map out the service process, the points of customer con-
wact, and the evidence of service from the customer'’s point of view.!8 Figure 13.3 shows a
service blueprint for a guest spending a night at a hotel.!® The guest’s experience includes
aseries of steps he or she must enact before even getting to sleep. Behind the scenes, the
hotel must skillfully help the guest move from one step to the next. Service blueprints can
be helpful in developing new service, supporting a “zero defects” culture, and devising
service recovery strategies.
Monitor customer satisfaction—Employ suggestion and complaint systems, customer
surveys, and comparison shopping. General Electric sends out 700,000 response cards a
year asking households to rate its service people’s performance. Citibank checks continu-
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ir perishability can
PERISHABILITY Services cannot be St.ored’ns.f (t)trlfaliign compalges m:’s‘i 2v§;Ob]em &
demand fluctuates. For example, public gihalr)l if demand were even throy h ¢ nlorr:
equipment because of rush-hqur dgman intments because the servicy vgal()llt the day'
Some doctors charge patients for missed appo Ue (the doy

; ointment.
tor’s availability) exists only at the time of the app

. o, 3 ] us .
Demand or yield management is critical—the rlg(ljltr?e;‘:l;iiscr; t; lr)r?azanlll‘able {0 the tigh,
customers at the right places at the right times anen c%emand and sapp ilZE! protjltability
Several strategies can produce a better match betwe Plyina Service b

ness.”< On the demand side:

= Differential pricing will shift some demand from .peak to ;)ff-peak periods, Examples
include low early-evening movie prices and weekend dlscounts Or car rentals, 23

® Nonpeak demand can be cultivated. McDonald’s pushes breakfast Service, ang hotel
promote minivacation weekends.

®  Complementary services can provide alternati\{es t(? waiting customers, such ag cockty
lounges in restaurants and automated teller machines in banks.

® Reservation systems are a way to manage the demand level. Airlines, hotels, anq physi.
cians employ them extensively.

On the supply side:

® Part-time employees can serve peak demand. Colleges add part-time teachers when
enrollment goes up, stores hire extra clerks during holiday periods, and restaurants ca| j,
part-time servers when needed.

®  Peak-time efficiency routines can allow employees to perform only essential tasks during
peak periods. Paramedics assist physicians during busy periods.

® Increased consumer participation can be éncouraged. Consumers fill out their own
medical records or bag their own groceries.

® Shared services can improve offerings. Several hospitals can share medical-equipment
purchases.

® Facilities for future expansion can be 3 good investment. An amusement park buys sur-
rounding land for later development,

Many airlines, hotels, and resorts send e-mail alerts to self-selected segments of their
customer base that offer special short-term discounts and promotions. Club Med uses early
to midweek e-mails to people in its databasge to pitch unsold weekend packages, typicaly

vice president, Dale Stafford, told a feporter, “We have been teaching people how to stand "

line since 1955, and now we are telling them they don’t have to. Of al] the things we can do

and all the marvels we can Create with the attractions, this js something that will have 2 o
found effect on the entire industry,”2s

: . . enn'f
gt one time, service firms lagged behind Manufacturing firms in their use of mar[:(ng« .
tiec::}t;se they were small, or they were professiona] businesses that did not use markerketir’f-‘
‘tv Ie_\' aced large demand or little competition. Thjq has certainly changed. Mae sel
Memo: Recommendatlons for Improving Service Quality” offers a comprehens!
-marketing Organizations can adhere.
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- What Is a Product?

an be offered to a market for attention, acquisition,

use, or consumption that might satisfy a want or need. Products include more than just
tangible objects, such as cars, clothing, or mobile phones. Broadly defined, products also
include services, events, persons, places, organizations, and ideas or a mixture of these.
Throughout this text, we use the term product broadly to include any or all of these entities.
Thus, an Apple iPhone, a Toyota Camry, and a Caffé Mocha at Starbucks are products. But
e a trip to Las Vegas, Schwab online investment services, your Instagram account, and

We define a product as anything that ¢

SO ar

advice from your family doctor.
Because of their importance in the world economy, we give special attention to

services. Services are a form of product that consists of activities, benefits, or satisfactions
offered for sale that are essentially intangible and do not result in the ownership of any-
thing. Examples include banking, hotel, airline travel, retail, wireless communication, and
home-repair services. We will look at services more closely later in this chapter.

Products, Services, and Experiences

Products are a key element in the overall market offering. Marketing mix planning begins
with building an offering that brings value to target customers. This offering becomes the
basis on which the company builds profitable customer relationships.

A company’s market offering often includes both tangible goods and services. At one
extreme, the market offer may consist of a pure tangible good, such as soap, toothpaste, or
salt; no services accompany the product. At the other extreme are pure services, for Whilch ,th ‘
market offer consists primarily of a service. Examples include a doctor’s exan,\ and finwnci,]tl_
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.« Between these tv?lo e.xtremes, howe\'er
es. d-services combinations are POSsib "y,
goods.-adn1 Las Pl.Oclucts and sgrvices bec()n"
T(Z)d‘iz/illed' many companies are m Vi,
comm | in creating value for their CuStomg :
te their offers, beyond Simply e
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of marketing for some companies. Disney 1, 4

manufactured dreams @d MmEmoHes througp its
ies and theme P""rks_lt wimts theme P frk Cast py
bers to deliver thousand “small wO,‘,NS, o everyg
tomer. And Nike has long declared,” It's not , 2
the shoes but where they tf‘ke JiOH TOd.a‘y, howeﬁ
all kinds of firms are recastmg their tradmonalg
and services to create experiences. ® For eXamp)
Apple’s highly successful retail stores don't just %
the company’s products. They create an

ngagin
< . 2

periences: More than just selling products, Apple’s Apple brand experience:

stores create engaging life-feels-good brand

have always been an im

® Creating customer ex
highly successful retail

experiences. Apple's retail stores are very seductive places, ypg,

“Jife-feels-good” experiences abound. The store desi
is clean, simple, and just oozing with style—much like an Apple;iIl’ad t<1>l‘ta fee}g:erwelght MacBoy
Air. The bustling stores feel more like community centers than retail outlets, with crowds of custoy,
ers sampling the goods and buzzing excitedly about E'lll tlun.gs Apple. The stores encotfrag.e alot of
purchasing, to be sure. But they also encourage lingering, with tables'full of fully functioning Mags
iPods, iPads, and iPhones sitting out for visitors to try and dozens of laid-back Apple .employees close
at hand to answer questions and cater to every whim. The stores offer expert t'echmcal assistance
the Genius Bar and a full schedule of workshops where customers at all experience levels can leam
about their Apple devices and explore their creative sides. You don’t just visit an Apple store—ygy
experience it in a way that no other consumer electronics company can match. As one Apple retai
executive explains, “I don’t want to be sold to when I walk into a store. Don’t sell! No! Because that's
a turn-off. Build an amazing brand experience, and then [sales] will just naturally happen.”

Area 52 Advertising Inc/Getty Images

Levels of Product and Services

Product planners need to think about products and services on three levels (se
® Figure 8.1). Each level adds more customer value. The most basic level is the core custare
value, which addresses the question: Wihat is the buyer really buying? When designing produt;
marketers must first define the core, prOblem—solving benefits or services that consumes
seek. A woman buying lipstick buys more than lip color. Charles Revson of Revlon saw fh

® FIGURE | 8.1 —
Three Levels of Product
Augmented Product \

_— N\
Delive N \
elivery Actual Product N After-
/ and \ |
credit / .
/ Brand Features ' SoRcs
f name \)
| | |
\ | , At the most basic level, the company
\ Quality . / g asks, “What is the customer really
\ \ level Design - : buying?" For example, people who buy
\ \\ y an Apple iPad are buying more than‘
\ Bii kaging / / ] just a tablet computer. They are buying
\\ Product _ - entertainment, self-expression,

— - productivity, and connectivity—a mobile
su —_— /
\ pport Warranty 4 and personal window to the world
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e Van der Meer/Getty Images
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early: “In the factory, we make cosmetics; in
the store, we sell hope.” ® And people who
buy an Apple iPad are buying much more
than just a tablet computer. They are buying
entertainment, self-expression, productivity,
and connectivity with friends and family—a
mobile and personal window to the world.

At the second level, product planners
must turn the core benefit into an actual prod-
uct. They need to develop product and ser-
vice features, a design, a quality level, a
brand name, and packaging. For example,
the iPad is an actual product. Its name, parts,
styling, operating system, features, packag-
ing, and other attributes have all been care-
fully combined to deliver the core customer
value of staying connected.

Finally, product planners must build an
augmented product around the core benefit and
actual product by offering additional consumer
services and benefits. The iPad is more than
just a digital device. It provides consumers
with a complete connectivity solution. Thus,
when consumers buy an iPad, Apple and its
resellers also might give buyers a warranty on parts and workmanship, quick repair services
whex_m needed, and web and mobile sites to use if they have problems or questions. Apple also
PI'OV‘ldes access to a huge assortment of apps and accessories, along with an iCloud service
that integrates buyers’ photos, music, documents, apps, calendars, contacts, and other content
across all of their devices from any location.

Consumers see products as complex bundles of benefits that satisfy their needs. When
developing products, marketers first must identify the core customer value that consumers
§eek from the product. They must then design the actual product and find ways to augment
it to create customer value and a full and satisfying brand experience.

Product and Service Classifications

Products and services fall into two broad classes based on the types of consumers who
use them: consumier products and industrial products. Broadly defined, products also include
other marketable entities such as experiences, organizations, persons, places, and ideas

Consumer Products

Consumgr products are products and services bought by final consumers for personal
consumption. Marketers usually classify these products and services further based on how
consumers go about buying them. Consumer products include convenience products, shop-
ping products, specialty products, and unsought products. These products differ in the’ waps
consumers buy them and, therefore, in how they are marketed (see ® Table 8.1). y
Convenience products are consumer products and services that customers usually
buy frequently, immediately, and with minimal comparison and buying offort
Convenience products and services are bought by the consumers as soon as a need for then';
is felt and at their earliest convenience. Examples include laundry detergent, candy, maga-
zines, and fast food. Convenience products are usually low priced, and marketérls pl‘:ce
them in many locations to make them readily available when customers need or want them
Shopping products are less frequently purchased consumer products and serviceS.
that customers compare carefully on suitability, quality, price, and style. When buying
shopping products and services, consumers spend much time and effort in gathering infor-
mation and making comparisons. As the name indicates, the reputation of the ‘shop’ sellin
them matters a lot and plays a decisive role in consumers’ choice of making a purchaseg
Examples include furniture, clothing, major appliances, and hotel services. Sthpino rod;
uct marketers usually distribute their products through fewer outlets but providecdp
sales support to help customers in their comparison efforts. eeper
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Table 8.1 Marketing Considerations for Consumer Products
Type of Consumer pProduct
Mal‘ke“ng o
?9“3'derat|°ns Convenience Specialty Unsought

Customer buy inQ
Lehavior

Price

Distribution

Shopping

Frequent purchase: little
planning, little com-
parison or shopping
effort; low customer
involvement

Low price

Widespread distribution:
convenient locations

Toothpaste, magazines,
and laundry detergent

Less frequent purchase;
much planning and
shopping effort;
comparison of brands on
price, quality, and style

Higher price

Selective distribution
in fewer outlets

Advertising and personal
selling by both the
producer and resellers

Major appliances,
televisions, furniture,
and clothing

Strong brand preference
and loyalty; special
purchase effort; little
comparison of brands;
low price sensitivity

High price

Exclusive distribution in
only one or a few outlets
per market area

More carefully targeted
promotion by both the
producer and resellers

Luxury goods, such
as Rolex watches or
fine crystal

Little product aWargng.
or knowledge (or
aware, little or even
negative interest)

Varies

Varies

Aggressive advertising
and personal seling
by the producer ang
resellers

Life insurance and Reg
Cross blood donations

Promotion Mass promotion by
the producer
Examples
Specialty product

A consumer product with unique
characteristics or brand identification for
which a significant group of buyers is
willing to make a special purchase effort.

Unsought product

A consumer product that the consumer
either does not know about or knows
about but does not normally consider

buying.

Industrial product

A product bought by individuals and
organizations for further processing or for
use in conducting a business.

Specialty products are consumer products and services with unique characteristic
or brand identifications for which a significant group of buyers is willing to make a speci
purchase ?ftort. Examples include §pecific brands of cars, high-priced photography equip
ment, designer clothes, gourmet foods, and the services of medical or legal specialist:
A‘Lt.imborglum automobfle, for example, is a specialty product because buyers are usual
willing to travel great distances to buy one. Buyers normally do not compare specialt
products. They invest only the time needed to reach dealers carrying the wanted brands.

) Uns::ght products are consumer products that a consumer either does not kno'
about or knows about but does not normally cons; i i i
nsider buying j on
are unsought until consumers bec -~ ying. Most major new innoveg
a o S Ei |L TS become aware of them through marketing. Classic example
of known but unsought products Services ; ife i .
of known put donc; tioﬁg N tulfs ;nd{ .sCer\ ices are life insurance, preplanned funeral

S, @ é S € Ked Cross. By their v cts e

quire a lot of promoting, personal selling, and oil : ery' pature, unsought prods
, her marketing efforts.

Industrial Products

is an industrial product.

The three groups of industria] products and servic . d parts,
tal items, and supplies and services. Materials and parts o élire iatenah a1 IP a5 well #
manufactured materials and parts. Raw materials Cc}))n 'b‘tmg ude raw materia® t, cotto”
livestock, fruits, vegetables) and natura] products (fishSllb e product (Whea'r,On o
Manufactured materials and parts consist of Sor: 0/ umber, crlllde p'etroleum,1C€mep
wires) and component parts (small motors, tires L?itlr;?st) n;j;eilals (1rfo nlm)izgn;ﬂateriaf“

’ - Most manufac .

parts are sold directly to i stri
and parts ¢ e directly to industrial users, Price and servi ior marke®™
factors; branding and advertising tend t, be less i FGE Are Eeng)er
: SS Important.

cap!




L Orgai
industriz
adifferg:
G

- 1t the world.

n marketing: GE’s long-runni
it as a company whose imagin

CHAPTER g { Products, Services, and Brands: Building Customer Value 225

cludiiﬂpgltltﬁms are industrial products that aid in the buyer’s productiox? or operations, in-
asb ‘1%1' >l ahon§ and accessory equipment. Installations consist of major purchases such
o1 NS (factories, offices) and fixed equipment (generators, drill presses, large computer
o e e Accessory equipment includes portable factory equipment and tools
(har}d tools, lift trucks) and office equipment (computers, fax machines, desks). These types of
equipment have shorter lives than do installations and simply aid in the production process.
; ihe f}nal group of industrial products is supplies and services. Supplies include operat-
Ing supplies (lubricants, coal, paper, pencils) and repair and maintenance items (paint, nails,
brooms). Supplies are the convenience products of the industrial field because they are usually
purchased with a minimum of effort or comparison. Business services include maintenance
and repair services (window cleaning, computer repair) and business advisory services (legal,
management consulting, advertising). Such services are usually supplied under contract.

Organizations, Persons, Places, and Ideas

In addition to tangible products and services, marketers have broadened the concept of
a product to include other market offerings: organizations, persons, places, and ideas.. '

Organizations often carry out activities to “sell” the organization itself. Organization
marketing consists of activities undertaken to create, maintain, or change the attitudes anfi
behavior of target consumers toward an organization. Both profit and not-for-profit organi-
zations practice organization marketing.

Business firms sponsor public relations or corporate image marketing campaigns to mar'ket
themselves and polish their images. For example, as noted in Chapter 6, GE’s long-wg
“Imagination at Work” campaign markets the industrial giant as a company whose imaginative
products and technologies are making a difference in the world. ® Consider one recent award-
winning TV spot, called “Childlike Imagination.” The whimsical ad brings GE's products—
from jet engines and diesel locomotives to
giant wind turbines and hospital diagnos-
tics machines—to life through the eyes of a
wide-eyed young girl whose mom works
at GE. GE is “Building, powering, moving,
and curing the world,” says the company.
“Not just imagining. Doing. GE works.”?

People can also be thought of as
products. Person marketing consists of ac-
tivities undertaken to create, maintain, or
change attitudes or behavior toward par-
ticular people. People ranging from presi-
dents, entertainers, and sports figures to
professionals such as doctors, lawyers,

and architects use person marketing to
e build their reputations. And businesses,
MR alanauuor charities, and other organizations use
well-known personalities to help sell
their products or causes. For example,
Nike spends almost $1 billion annually
on endorsement deals with a stable of
stars spanning almost every conceivable sport worldwide, including headliners such as ten-
nis greats Maria Sharapova and Rodger Federer, world soccer superstars Cristiano Ronaldo
and Neymar, and current and former NBA all-stars Michael Jordan, Kobe Bryant, LeBron
James, and Kevin Durant* N '

Place marketing involves activities undertaken to create, maintain, or change attitudes or
behavior toward particular places. Cities, states, regions, and even entire nations compete
to attract tourists, new residents, conventions, and company offices and factories. The New
Orleans city website shouts “Go NOLA” and markets annual events such as Mardi Gras
festivities and the New Orleans Jazz and Heritage Festival. Tourism Australia advertises that
#There's Nothing Like Australia” and provides a website and smartphone app complete with
videos, holiday ideas, destinatiqon information, and about anything else travelers might need
to plan an Australian vacation.” o

Ideas can also be marketed. In one sense, all marketing is the marketing of an idea,
whether it is the general idea of brushing your teeth or the specific idea that Crest

ng Imagination at Work campaign markets the
ative products and technologies are making
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Social marketing

The use of traditional business marketing
concepts and tools to encourage
behaviors that will create individual and
societal well-being.

" Author [Now that we've answered .

- Comment | the “What is a product?”
. Question, we dig into the specific
| decisions that companies must make

: when designing and marketing products |
| and services.

Product quality

The characteristics of a product or service
that bear on its ability to satisfy stated or
implied customer needs.

® FIGURE | 8.2
Individual Product Decisions

Don't forget Figure 8.1.
The focus of all of these
decisions is to create
core customer value.

» Here, however, we narrow gy, ,

: iles for life. . tin . t
toothpastes create “healthy, beautiful sm been called social marketing and Consisg o

the marketing of social ideas.kms ar:l?:;ts and tools to encourage behaviors that will
ing traditional business marketing C
ingividual and societal well-being.
Social marketing programs co
(www.adcouncil.org), for example,
involving issues ranging from health -
to human rights and personal safety. Bufsma
advertising. It involves a broad range Oh e
designed to bring about beneficial social chang

e of issues. The Ad Counci] of :
Joped dozens of social advertising Campy, i
has deve Og cation, and environmental sustainab.gf
care, € lumarkeﬁng involves much more than i
I:keﬁng strategies and marketing m;, tog

ver a wide rang

Product and Service Decisions

Marketers make product and service dec151'
. . . . x
sions, product line decisions, and product mi

ons at three levels: individual prodyct des
decisions. We discuss each in turn,

Individual Product and Service Decisions

® Figure 8.2 shows the important decisions in the development and ma.rketing of ingj.
vidual products and services. We will focus on decisions about product attributes, bmnding
packaging, labeling and logos, and product support services.

Product and Service Attributes

Developing a product or service involves defining the benefits that it will (?ffEr. These bep.
efits are communicated and delivered by product attributes such as quality, features, ang
style and design.

Product Quality. Product quality is one of the marketer’s major positioning tools
Quality affects product or service performance; thus, it is closely linked to customer value
and satisfaction. In the narrowest sense, quality can be defined as “no defects.” But mos
marketers go beyond this narrow definition. Instead, they define quality in terms of creat
ing customer value and satisfaction. The American Society for Quality defines quality as
the characteristics of a product or service that bear on its ability to satisfy stated or implied

customer needs. Similarly, Siemens defines quality this way: “Quality is when our custom
ers come back and our products don't.”?

Total quality management (TQM) is an
are involved in constantly improving t
processes. For most top companies, cust

approach in which all of the company's people
he quality of products, services, and business

. : omer-driven quality has become a way of doing
business. Today, companies are taking a return-on-quality approach, viewing quality asan

investment and holding quality efforts accountable for bottom-line results.

Product qua.lity has two dimensions: level and consistency. In developing a product, the
marketer must first choose a quality level that

product quality means petformance quality—t
For example, a Rolls-Royce provides higl‘ler
smoother ride, lasts longer, and provides m
and “creature comforts.” Com

Product
support
services

Product

Labeling
and
logos

attributes | Branding
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of contormance quality. In this sense, a Chevrolet can have
Just as much quality as a Rolls-Rovee. Although a Chevy
doesnt perform at the same level as a Rolls-Rovee. it can
just as consistently deliver the quality that customers pay
tor and expect.

® Similarly, the Chick-fil-A fast-food chain doesn't as-
pire to provide gourmet dining evperiences. However, by
QN Consistontl)' meetin
et

& or exeeeding customers” quality expec-
-~ tations,

the chain has carned a trophy case tull of awards for
top tood and service quality. Last year, for instance. the chain
was the only restaurant named to 2477 Wall Street’s Customer
Service Hall of Fame, based on a survey of 2,500 adults asked
about the quality of customer service at 150 of America’s best-
known companies across 15 industries. Chick-fil-A placed
second overall, alongside the likes of Amazon, Marriott, and
Appled Although it doesn't try to be Ritz-Carlton, it does
sendits managers to the Ritz-Carlton quality training pro-
gram, where they learn things such as how to greet customers
and how to probe for and serve unexpressed needs. Such con-
sistency i meeting quality expectations has helped Chick-
til-A build a following of fiercely loyal customers,

0 By consistently meeting or exceedin
pgectations. cmf:k-ﬁl-A :1as Won a trophy case full of awards for

p food and service quality, helping it builg g fierce following of loyal
customers.

pambeny Golly Images

g customers’ qQuality

Product Features,

el, one without any
models by

Aproduct can be offered with varying features, A stripped-down mod-
extras, is the starting point. The
adding more features. Features are
pany’s product from competitor:
new feature is one of the most o

How can a company identify new features and decide which ones to add to its prod-
uct? 1t should periodically survey buyers who have used the product and ask these ques-
tions: How do you like the product? Which specific features of the product do vou like
most? Which features could we add to improve the product? The answers to these ques-
tions provide the company with a rich list of feature ideas. The company can then assess
each feature’s valie to customers ver

Sus its cost to the company. Features that customers
value highly in relation to costs should be added.

company can then create higher-level
acompetitive tool for differentiating the com-
s’ products. Being the first producer to introduce a valued
tfective ways to compete.

Product Style and Design. Another way to
product style and design. Design is a larger concept than style, Style simply describes the ap-
pearance of a product. Styles can be eye catching or yawn producing. A sensational style
may grab attention and produce pleasing aesthetics, but it does not necessarily make the
product perform better. Unlike style, design is more than skin deep—it goes to the
of a product. Good design contributes to a product’s usefuln
Good design doesn’t start with lwainstm'ming new

St ins wi bserving customers
Design begins with observing custc 5

add customer value is through distinctive

very heart
ess as well as to its looks.

ideas and making prototypes.
understanding their needs
product-use experience. Product designers should think less
specifications and more about how customers will use and b

» and shaping their
about technical product
enefit from the product. For
example, using smart design based on consumsr needs, Sonos created a wireless, internet-
enabled speaker system that's easy to use and fills a whole house with great sound.

In the past, setting up a whole-house o‘nlcrt‘\i(‘mwnt or sound s_\i'stcm required routing wires

through walls, floors, and ceilings, creating a }ﬂg mess and lots of expense. And if you moved,

you clsuldn't take it with you. Entur‘Sunns, \‘\'hxch took home-audio and the
lovel worthy of the digital age. The innovative company created a wireloss speaker system that's
not just stylish but also easy to set up, easy to use, and casy t‘o move to me
With Sonos, you can stream high-quality sound through a varie

ater systems to a new

et changing needs.
ty of stylish speakers anywhere
‘1 vour home with just an app and a tap on your smartphone. Smart design has paid off hand-
n ve *

lv for Sonos. Founded in 2002, over just the past two years the company’s sales have nearly
somely tor e 5. . 9 : \
. 3 et »d $1 billion a year.
Bf‘dnd tripled to an estimated $1 \
Me o1, '
U AR . u .
oy, - symbol, or design, Branding o o ‘ \
g O these, that identifies »ort the most distinctive skill of professional marketers is their ability to build and
srhaps o ) o - 7 10 DUk
0o o O 8¢ NIces of one seller of Per af bt ‘ndq A brand is a name, term, sign, S\‘n\b()l' O1 dk\mgn or a C()f“blndtl\\l\ of
SIS0l g ‘ 1o bre S. ‘ o \ ‘ ‘ :
N, differentiates them e \L‘l t identifies the maker or seller of a product or service. onsumers view a brand
- ompetitors, these that 1c
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Product Line Decisions

Bevond decigi
i CCISIoNs ; ) ; :
building g ‘1“\ about indiy idual products and services, product strategy also calls for
rroduct | , .
egiise u’; “\ ‘I‘ < U‘kt line, A product line is a proup of products that are closely related be-
3 h oV N 3 W N
Y tunction in a similar manner, are sold to the same customer groups, are mar-
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o P al lines of athletic shoes and apparel, and Marriott offers several
mes of hotels.

The major product line de
the product line. The line
the line is too long if the
analyze their product iy
stand how

cision involves product line length—the number of items in
is too short if the manager can increase profits by adding, items;
Manager can increase profits by dropping items. Managers need to
1es periodically to assess cach item’s sales and profits and under-

cach item contributes to the line's overall performance.
A company can exp

> and its product line in two ways: by line filling or line stretching.
Product line filling involv

es adding more items within the present range of the line. There
are several reasons for product line filling: reaching for extra profits, satisfying dealers,

USING excess capacity, being the leading full-line company, and

plugging holes to keep
out competitors

. However, line filling is overdone if it results in cannibalization (eating
up sales of the company’s own existing products) and customer confusion. The company
should ensure that new items are noticeably different from existing ones.

Product line stretching occurs when a company lengthens its product line beyond
its current range. The company can stretch its line downward, upward, or both ways.
Companies located at the upper end of the market can stretch their lines downward. For
example, Mercedes has stretched downward with the CLA line to draw in younger, first-
time buyers. A company may stretch downward to plug a market hole that otherwise
would attract a new competitor or to respond to a competitor’s attack on the upper end.
Or it may add low-end products because it finds faster growth taking place in the low-end
segments. Companies can also stretch their product lines upward. Sometimes, companies
stretch upward to add prestige to their current products or to reap higher margins. P&G
did that with brands such as Cascade dishwashing detergent and Dawn dish soap by add-
ing “Platinum” versions at higher price points. '

As they grow and expand, many company both stretch and fill their product lines.
Consider BMW:"7

Over the years, BMW Group has transformed itself from a single-brand, five-model auto-
maker into a powerhouse with three brands, 14 “Series,” and dozens of distinct models. The
company has expanded downward with its MINI Cooper line and upward with Rolls-Royce.
Its BMW line brims with models from the low end to the high end to everything in between.

® The brand’s seven “Series” lines range from the

S . ;
Uper-rich, ang the hope-to-be-rich.

B
MW of Norty America

[— [
; 5 7 X Z4 BMWM BMW I Hybrid Motorsd  OMW Aftersales OMW Insiphts | @ |

entry-level 1-Series subcompact to the luxury-com-
pact 3-Series to the midsize 5-Series sedan to the
— . luxurious full-size 7-Series, In between, BMW has
filled the gaps with its X1, X3, X4, X5, and X6 SUVs;

| ME VS THREE_ M-Series performance models; the Z4 roadster; and
[ L

the i3 and i8 hybrids. Thus, through skillful line
stretching and filling, while staying within its pre-
mium positioning, BMW now has brands and lines
that successfully appeal to the rich, the super-rich,
and the hope-to-be-rich.

Product Mix Decisions

An organization with several product lines has a
product mix. A product mix (or product port-
folio) consists of all the product lines and items
that a particular seller offers for sale. For example,

- “olgate-Palmolive is perhaps best known for its
. Prog : : ;lling: Through skillful line stretching and filling, Co *;1 . m 1‘“01 i lie pe al }‘. s rodiicts. Biit.
uct line stretching and filling: ~essfully appeal to the rich, the toothpaste and other oral care products. ,
NOW has brands and lines that suc

fact, Colgate is a $17.3 billion consumer products
company that makes and markets a full product mix
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