CHAPTER 14 - Product & Branding Strategy

When You Finish This Chapter, You Should

· Understand what “Product” really means

· Know the key differences between goods and services

· Know the differences among the various consumer and business product classes

· Understand how the product classes can help a marketing manager plan marketing strategies.

· Understand what branding is and how to use it in strategy planning.

· Understand the importance of packaging in strategy planning.

· Understand the role of warranties in strategy planning

· Understand new terms introduced in this chapter

TERMS YOU SHOULD KNOW

· Product


Quality

· Good


Service

· Product Line

Product Assortment

· Brand Name

Trademark

· Brand Equity

Brand Preference

· Packaging

Brand Insistence

· Private Brands
Dealer Brands

· Generic Products
Family Brands

· Impulse Products

Staples

· Unsought Products
Unit Pricing

· Shopping Goods

Derived Demand

· Convenience Goods
Capital Item

· Specialty Products

Accessories

· Natural Products

Expense Item

· Impulse Products

 What is a Product?    

· The PRODUCT is the need-satisfying offering of a firm.

· Consumers buy satisfaction not parts.   Therefore a product is the sum total of the benefits or attributes that consumer get from the firm.

· Providing satisfaction requires a “Total Product” that entails a complex combination elements.

Five Product Levels

Core Product

Basic Product

Expected Product

Augmented Product

Potential Product
Product Quality and Customer Needs

· Since customers buy satisfaction marketers must be concerned with product quality.

· QUALITY: a products ability to satisfy a customer’s needs or requirement.  This focuses on how the customer sees the product.

· When comparing competitive products, focus on RELATIVE QUALITY because product features must meet the needs/wants of the target market.

· Quality and satisfaction depends on the Total Product offering.

Goods and Services Are Products

· A product may be a GOOD or a SERVICE or a blend of both.

· Since a product can be a good or a service it’s important to think in terms of the needs it satisfies.

Goods Versus Services

· A GOOD is a physical tangible thing that can be stored.  Producers can be far from consumers

· A SERVICE is intangible (deed or action) that cannot be stored.  It’s used, experienced, consumed upon production.

· Most products are a combination of tangible and intangible elements.  

· Services cannot be stored or transported.

· Service providers often work in the presence of the customer.

Products and Product Lines

· Product Line: a set of individual products that are closely related.

· Product Assortment: set of all product lines and individual products offered by the firm.

· Individual Product: a particular product within a product line.  It’s usually differentiated by brand, price, etc.

Product Classification

· Consumer Products: those meant for the final consumer.  Consumer products based upon “how consumers think about and shop for products.”

· Consumer products divided into FOUR groups: (1) convenience, (2) shopping  (3) specialty, (4) unsought goods.

· Business Products: meant for use in producing other products

· Convenience Products: those that consumers need but is not willing to spend much time or effort to acquire. They are purchased often, with little selling or service, do not cost much, bought by habit.

· Three types of convenience goods - staples, impulse products, emergency products.

· For convenience goods view how customers think about products, not product features.

· Staples - routine, regular purchase.

· Impulse - bought immediately on sight

· Emergency - bought when urgently needed.

Shopping Products

· Shopping Products: those that consumers feel are worth the time and effort to seek out and compare.  They may be

· a) homogeneous - seen as basically the same and lowest price is important

· b) heterogeneous - seen as different and quality and suitability important. 

Specialty Products

· Specialty Products: those that consumers really want ands makes a special effort to find.   They are the products that consumers “are willing” to search for because they must have the specific product or brand.

Unsought Products

· Unsought Products: those that consumers do not yet want or know they can buy.

· New unsought products - products not yet known.

· Regularly unsought products - not really wanted but sometimes purchased.

· Different consumers may view [classify] the same product differently.

· Product class may vary by country.

Products could also be classified as durable versus non-durable goods:

· Durables – tangible goods that normally survive many uses

· Non-Durables Goods – normally consumed in one or a few uses.

Business Products

· Business Products determined based on how buyers see the product and how it is used (capital versus expense item, durables versus non-durables).

· Capital items (long-lasting, expensive, depreciated product) and expense items (cost viewed as a business expense against short-run profit and taxes) treated differently by firms.

· The demand for business products is DERIVED (based on the demand for final products).

· Slight increases in price might not reduce the quantity demanded for business products.

· Suppliers may face almost pure competition if there are many sellers with similar products.

Classes of Business Products

· Installation - long lasting, very expensive products, may form part of the service, not regularly purchased.

· Accessories - short lived capital item used in the production activities.

· Raw Materials - unprocessed expense items moved to next production process with little handling.  Becomes part of a physical good and are expense items.

· There are two types of raw materials:

· 1) Farm Products - grown by farmers

· 2) Natural Products - those occurring by nature.

· Raw materials are sold based on GRADE and are seldom branded (Ref: Chiquita, Dole).

· Large buyers want long-term contracts.

Components Parts and Materials

· Components - processed expense items that become part of a finished product. Components parts include: (1) finished and ready for assembly; (2) nearly finished.

· Components must meet specifications. Quality is extremely important since they affect the quality of the final product.

Supplies and Services

· Supplies - expense items that do not become part of a finished product.  They are called MRO (maintenance, repair and operations) supplies.

· Professional Services - specialized services that support the firm’s operations, usually an expense item.

Branding and Strategy

· Brands are important.

· What is a brand?  BRAND - use of a name, term, symbol, or design (or a combination) to identify a product.

· Brandname: word or letter, or group of letters.

· Trademark: Only words, symbols or marks legally registered for use by a single firm.

· Service Mark - same as a trademark but refers to a service offering (the umbrella, good hands).

Why Brand?

· Brands provide identification

· Makes shopping easier

· Helps firms differentiate their products, reduces selling time, improves firm’s image.

Conditions Favorable To Branding

· Product easy to identify by brand.

· Product quality is best value for price and quality is easy to maintain.

· Brand dependable and widespread.

· Demand for product class is large.

· Branding profitable.

· There are economies of scale - costs drop and profits increase

· Favorable shelf location or display space will help.

Brand Familiarity

· Brand Familiarity: how well customers recognize and accept a brand.  Five levels of familiarity --

1. Rejection - won’t buy unless image changes

2. Non-recognition - brand not recognized

3. Recognition - customers remember brand

4. Preference - brand chosen over others

5. Insistence - insist on brand and will search

· Brand Equity - value of brand overall strength in the market.

· View Characteristics of a GOOD Brand Name (Exhibit 9-7, p. 295)

· Brands protected by the LANHAM ACT (1946).  Firms do not want brands to become the common descriptive term for its kind of product.

· The common descriptive term for a kind of product is PUBLIC PROPERTY and cannot be used as a brandname (aspirin, shredded wheat).

KINDS OF BRANDS

· Family Brand: same brand name for many products.

· Licensed Brand: sellers pay fee to use a well-known brand name.

· Individual Brands: separate brand name for each product… Helps to avoid confusion and makes segmentation and positioning easier (Cheer and Tide). 

· Generic Products: those with no brand other than contents identification.

· MANUFACTURER BRAND: created by the producer (a.k.a. “national brands” since they are promoted across the country or region).

· Dealer or Private Brand: created by middlemen.  Dealer brands sold ONLY at dealer’s outlet.

Importance of Packaging

· PACKAGING:
·  promotes and protects the contents.

· sends a message and may lower distribution costs.

· improves convenience but increase cost.

· Federal Fair Packaging and Labeling Act (1966) - goods must be clearly labeled and easy to understand.

ETHICS and Product Development

· Should marketers use any packaging?

·  What type of packaging should marketers use?

· Product comparison and “UNIT-PRICING” (stating price per ounce for comparison purposes).

· Universal Product Code (UPC): machine readable code with price & other info. View advantages and disadvantages?

Warranties

· US Common Law requires that sellers “stand behind” their products. 

· Warranty: explains what marketer promises about the product and promises more than common law BUT may reduce producer responsibility under common law (Magnuson-Moss Act 1975).

· Warranties may improve the marketing mix.

· Service guarantees may be used to attract and keep customers.

· Warranty support can be costly especially where customers abuse products.  View extended warranties and service contracts.

