Part IV—SHAPING THE MARKET OFFERING

CHAPTER 14—Setting the Product and Branding Strategy 

Overview

Product is the first and most important element of the marketing mix. A product is anything that can be offered to a market for attention, acquisition, use, or consumption and that might satisfy a want or need. Products can be physical objects, services, people, places, organizations, and ideas. Product strategy calls or making coordinated decisions on product mixes, product lines, brands, packaging, and labeling.

A product can be considered on five levels. The core benefit is the essential use-benefit, problem-solving service that the buyer primarily buys when purchasing a product. The generic product is the basic version of the product. The expected product is the set of attributes and conditions that the buyer normally expects in buying the product. The augmented product is additional services and benefits that the seller adds to distinguish the offer from competitors. The potential product is the set of possible new features and services that might eventually be added to the offer.

All products can be classified according to their durability (nondurable goods, durable goods, and services). Consumer goods are usually classified according to consumer shopping habits (convenience, shopping, specialty, and unsought goods). Industrial goods are classified according to how they enter the production process (materials and parts, capital items, and supplies and services).

Most companies handle more than one product, and accordingly product mix can be described as possessing a certain width, length, depth, and consistency. These four dimensions are the tools for developing the company’s product strategy. The various lines making up the product mix have to be periodically evaluated for profitability and growth potential. The company’s better lines should receive disproportionate support; weaker lines should be phased down or out; and new lines should be added to fill the profit gap.

Each product line consists of product items. The product-line manager should study the sales and profit contributions of each item in the product line as well as how the items are positioned against competitors’ items. This provides information for making several product-line decisions. Line stretching involves the question of whether a particular line should be extended downward, upward, or both ways; line filling, whether additional items should be added within the present range of the line; line modernization raises the question of whether the line needs a new look and whether the new look should be installed piecemeal or all at once; line featuring, which items to feature in promoting the line; and line pruning, how to detect and remove weaker product items from the line.

Companies should develop brand policies for the individual product items in their lines. They must decide on product attributes (quality, features, design), whether to brand at all, whether to do producer or distributor branding, whether to use family brand names or individual brand names, whether to extend the brand name to new products, whether to create multiple brands, and whether to reposition any of them.

Physical products require packaging decisions to create such benefits as protection, economy, convenience, and promotion. Marketers have to develop a packaging concept and test it functionally and psychologically to make sure it achieves the desired objectives and is compatible with public policy. Physical products also require labeling for identification and possible grading, description, and promotion of the product. Sellers may be required by law to present certain minimum information on the label to inform and protect consumers.

Learning Objectives

After reading the chapter the student should understand:

· The levels of the product

· How a company can build and manage its product mix and product lines

· How a company can make better brand decisions

· How packaging and labeling can be used as a marketing tool

Chapter Outline

I. Product and the product mix

A. Product levels (five)—core benefit, basic product, expected product, augmented product (beyond expectations, where most competition takes place), and potential product (future augmentation possibilities)

B. Product hierarchy—seven levels of product hierarchy: need family, product family, product class, product line, product type, brand, and item

C. Product classifications 

1. Durability and tangibility—nondurable goods, durable goods, services


2. Consumer-goods classification—convenience, specialty, shopping, unsought

3. Industrial-goods classification—materials and parts, capital items, supplies and business services

D. Product mix—a product mix (product assortment) is the set of all products and items that a particular seller offers for sale to buyers. The marketer must consider width, length, depth, and consistency

II. Product-line decisions—a product line is a group of products that are closely related because they perform a similar function, are sold to the same customer groups, are marketed through the same channels, or fall within given price ranges

A. Product-line analysis—sales and profits of each item

1. Sales and profits—margin differences related to core product, staples and convenience items

2. Market profile—positioning against competitors

B. Product-line length—a line is too short if the manager can increase profits by adding items; the line is too long if the manager can increase profits by dropping items

1. Line-stretching 

a. Downmarket stretch—enter on the low end

b. Upmarket stretch—enter on the high end

c. Two-way stretch—both directions

d. Line-filling—adding more items (live filling and just-noticeable difference)

C. Line modernization, featuring, and pruning

1. Updating product line to reflect current trends and themes

2. Line-featuring—select one or a few items in the line to feature

3. Line-pruning—when a product is depressing profits, or a company is short of production capacity

III. Brand decisions—traditionally, market power has rested with brand-name companies.

A. What is a brand? 

1. A name, term, sign, symbol, or design, or a combination of them, intended to identify the goods or services of one seller or group of sellers and to differentiate them from those of the competition

2. A brand has six levels of meaning (attributes, benefits, values, culture, personality, and user)

3. Researching the position the brand occupies in the consumer mind (key concepts include word associations, personifying the brand, and brand essence

B. Building brand identity (issues related to brand name, logo, colors tagline, and symbol)

C. Building brands in the new economy

1. Clarify the corporation’s basic values and build corporate brand

2. Use brand managers to carry out the tactical work (with top management involvement)

3. More comprehensive plans about total positive customer experiences

4. Define the brand’s essence everywhere

5. Use brand value as key to company strategy

6. Measure brand-building by customer-perceived value, satisfaction, share of wallet, retention, and advocacy

D. Brand equity—brand awareness, brand acceptability, brand preference, brand loyalty. High brand equity provides a number of competitive advantage XE "competitive advantage" s

1. Value of brand equity (positive differential effect of brand on the customer)

2. Brand valuation (total financial value of the brand)

3. Competitive advantages for high brand equity:

a. Trade leverage in channel bargaining 

b. Higher price

c. Line extensions easier

d. Defense against price competition.

4. Managing brand equity (mismanagement is a problem today in the quest for ever-increasing profits—brand loses focus)

E. Branding challenges 

1. Branding decision: to brand or not to brand?

2. Brand-sponsor decision 

a. Manufacturer brand, distributor brand, licensed brand name

b. Brand ladder (customer ranking of brands)

c. Growing power of retailer brands (price orientation) 

d. Blurring of brand identity

e. Internet considerations

F. Brand name decision 

1. Strategies

a. Individual names (General Mills Bisquick)

b. Blanket family names (Heinz and GE)

c. Separate family names for all products (Sears Kenmore and Craftsman)

d. Corporate name combined with individual product names (Kellogg Rice Krispies)

2. Brand name qualities

a. Suggest product’s benefits, product, or service category

b. Concrete “high imagery” qualities

c. Easy to spell, pronounce, and remember

d. Distinctive

e. No negative international carryover meanings

G. Brand building tools

1. Public relations and press releases

2. Sponsorships

3. Clubs and consumer communities

4. Factory visits

5. Trade shows

6. Event marketing

7. Public facilities

8. Social cause marketing

H. Brand strategy decision—varies based on whether: functional brand (satisfy functional need); image brand (difficult to differentiate between brands); experiential brand (consumer involvement) 

1. Line extensions—additional items in the same product category

2. Brand extensions—existing brand name in a new product category

3. Multibrands, new brands, and co-brands

a. Multibrands—additional brand names in the same product category

b. New brands—new brand names in a new product category

c. Co-brands—two well-known brand names combine in one product offering

I. Brand asset management (many areas beyond advertising and public relations)

J. Brand auditing and repositioning XE "repositioning"  

1. Note brand report card 

2. Brand repositioning (changing customer preferences, competition)

IV. Packaging and labeling 

A. Packaging (all the activities of designing and producing the container for the product) 

B. Levels of material (primary, secondary, shipping package)

C. Promotional value

1. Self-service 

2. Consumer affluence

3. Company and brand image

4. Innovation opportunity 

D. Labeling

1. Identify, grade, describe or promote the product 

2. Legal concerns for labels and packaging

V. Summary

Lecture 1—Reinventing Products and Companies

The general purpose of this lecture and discussion is to tie together the product and branding aspects of the course and bring in the strategy and planning elements as well. The lecture focuses on achieving implementation in the overall marketing strategy process. Students should be able to identify readily with this concept because it brings together concepts they have studied and draws on their general knowledge of companies and products discussed to date. 

Teaching Objectives

· To comprehend the major elements of the product planning and control effort

· To understand how and where the product control effort serves as a linchpin for much of the rest of the marketing strategy effort

· To appreciate the distinction between defining the product plan and actually committing to carrying out the program

· To define a structure, with examples, for improving skills in composing and submitting a marketing plan  

Discussion

Introduction—What the Best Companies Do to Reinvent Themselves, Again and Again

It is often said that the best companies can time and time again pull out of mistakes with their strong cultures and will to succeed.  This may be true, but more importantly their success or failures rest on how well they conduct and control the product strategy that often drives the rest of the marketing strategy process.  There are many examples in the marketplace of the winners and losers, but clearly one of the top winners has to be Gillette (previous lecture). The company operates in just about the most mundane of product categories, but due to their product and strategic planning excellence they have become one of the most successful and resilient companies in the world.  Their success is no accident.

To begin with, consider some of the things that Intel, Microsoft, General Motors, IBM and other major firms have done right and wrong at various times in their product and branding strategy, and then compare that to what Gillette learned and did, often just before the brink of disaster.  With this discussion you can begin to see the real meaning of product and branding strategic planning excellence. The message is that regardless of size or category dom​inance, if firms do not reinvent their corporate charter and product fran​chise, someone else will.  The meaning here: Nothing is forever or sacrosanct in the world of global product marketing, and the only thing that we know for certain is that if a firm sits on its laurels for very long they will be undercut or flanked, sooner or later.

The Requirements for Reinventing Products—and Companies

Reinventing a company’s product and brand franchise requires foresight. It also requires the courage to chal​lenge conventional wisdom. It requires the confidence to think outside the comfort zone. This activity taps all of the com​pany’s resources to leverage its assets and skills. It has the power to increase sales and profits, or if performed badly it can cost the firm everything it has worked to gain.

Focusing more specifically on Gillette, razors and blades account for a third of Gillette’s sales and two-thirds of its operating income. But we should remember that there was a period when the advantages of this lucrative business were almost lost. After dominating the category for years, Gillette found itself fending off cor​porate raiders because it lost sight of what drives the business engine. Gillette fortunately woke up soon enough and turned its fortunes around to again become a world-class leader.  It is, in a phrase, the story of a successful reinvention.  

In the mid-1970s, BIC introduced the disposable razor in Europe. Gillette management was wary about moving into disposables, fearing the product would cannibalize sales of its far more lucrative shaving systems. Nonetheless, Gillette introduced Good News as the first disposable razor in the United States.

Gillette continued to develop superior shaving systems, improving upon the twin-bladed Trac II with the pivot-headed and Atra in 1977. Unfortunately, following on the Trac II and Atra system successes, the company quickly in​corporated improvements into the disposa​ble models. Competitors followed, and consumers saw little reason to pay a 40–50 percent premium for system razors.  The result was that they flocked to disposables. Gillette’s share of 70 percent of the wet-shave market declined to under 60 percent, and this was only the beginning.

Disposables grew by 17 percent a year, while system sales were declining by 1 percent. By 1985, Gillette put more than 60 percent of its consumer ad spending behind disposables. As a result, disposables captured 60 percent of category units and 53 percent of dollars at drastically lower price points and profit margins. In 1987, Gillette spent only one-fourth of the $61 million it spent in 1975 on media advertising.

Coincidentally, at the same time this was happening, the company was already in the throes of responding to another challenge that was to lead Gillette toward a reinvention of itself with a response that saved the company from some of its own mistakes. 

Note: There are many contemporary examples of the same type of mistake; this could include IBM, Oracle, and others discussed in the text. 

In 1986, the chairman of Gillette, in the heat of a proxy battle, promised stockholders that Gillette management would increase their value more than the raiders. Accordingly, the company had to take a chance, a very big chance. 

For years, design engineers had tin​kered with a system that set thin blades on springs so the razor followed the con​tours of the face. Eventually this system would be called the Sensor. Development costs ex​ceeded $200 million before the first unit was sold at retail. The simultaneous launch of Sensor in the United States and Europe in 1990, supported by a $100 million marketing budget, was hugely success​ful. By 1992, sales of Sensor and Lady Sensor exceeded $500 million. Gillette successfully reinvented its fran​chise by doing what it did best, better. Sensor returned Gillette to providing the consumer with a superior shave, and away from competing on price.

Reinvention of existing products or services is much more likely to succeed than new product development, new business development or acquisition for two major reasons:

· The costs and risks of reinventing the franchise are substantially lower be​cause the tools, systems, talents and skills are already in place

· The rewards can be considerably higher, because a company is starting with what it knows and the learning curve is flatter

Microsoft, Intel, Ford, GM and others also have learned how to play this game. To generate real growth, even managers of successful brands cannot just respond to change. They must anticipate change. They must be a catalyst for change. They must con​tinually reinvent their franchise.   

Lecture 2—Brands, Are They Dead? And a New Look at Packaging

This lecture and discussion focuses on strategy in a marketing setting, and the challenges and opportunities related to branding in the overall marketing process and strategy for the company. 

The lecture considers a topic of considerable importance in today’s marketplace: the “death” of brands. Ask your students what they find important in making purchase decisions. Is brand name as important as it used to be? The discussion continues by providing examples of several brands and their strategies for “staying alive.”  This leads into a discussion of the implications for the introduction of various branding strategies into the firm and the industry.

Teaching Objectives

· To stimulate students to think about the important issues in branding and packaging strategy

· To present points to consider in proceeding with a specific branding/packaging strategy 

· To emphasize the role of branding/packaging strategies and policies in the overall marketing strategy

Discussion 

Introduction—Brand Equity: Dead or Alive?

One aspect of branding that has required a shift in focus has been the declining power of brand equity. The invention of the checkout scanner, which allows a company to see sales data instantaneously, has fueled price wars in the packaged goods arenas.  With increasing promotional activity in the marketplace, consumers have become more value-driven in their purchases, and retailers have responded with the introduction of private label goods (goods sold under the retailer’s name) in many packaged goods categories.  Frequently, the perceived difference in quality between manufacturers’ and private label goods is minimal, spurring the growth of the private labels.  Brands thus have also been a party to their own decline.  With a long period of prosperity, primarily based on the consumers’ one-time obsession with brands, the brands became complacent in efforts to differentiate themselves and justify their premium prices. 

Responding with the Fighting Brand

The result is that a number of variables have put the brand names on notice, but today the brand-holders have been fighting back with so-called “fighting brands.”  This approach is not new, with brand marketers using such a ploy as a temporary measure to hold customers during recessions. Today, however, many marketers see the wave of fighting brands as more than a temporary phenomenon. 

The fighting brand has been seen as a response to the fragmentation of the mass marketplace, based on taste and economic insecurity.  Many consumers have become switchers, trading back and forth between branded products and store brands. The trend has spurred the growth of private‑label products, which have risen from approximately 18 percent of supermarket unit sales in 1990 to around 22 percent last year. 

Despite the problems that micro beers, import beers, discount beers, etc., have brought to the brewers, there has been some positive development for at least one of the big U.S. brewers. Miller Brewing Co. has found there’s still some sparkle in the brand, but not as a premium‑priced brew. Miller is one of a small number of U.S. brand marketers trying to breathe new life into their old brands. They’re slashing the prices of some well‑known products and repositioning them as higher‑grade alternatives to the store brands and other low‑priced fare that appeal to budget‑minded shoppers.  

Miller dropped prices on Miller High Life and revived the old “Miller Time” ads to go after store and discount brands. Over the last few years Procter & Gamble also has dropped prices on some products to put pressure on store brands and rivals while protecting its higher​-priced brands.  Cereal makers, including Kellogg, General Foods, General Mills and Quaker, all have responded in a similar manner. Kodak, another example, launched Funtime, a new low‑price film aimed at store brands. It will be offered only in the spring and fall.

For manufacturers, the mid-tier brands offer several benefits. They can help to control the switch​ers in the marketplace without setting off price wars on premium brands. The mid-tier brands keep them producing branded product while they save the old brands from dying. This allows them to continue to profit from the efforts of years of advertising.

Now, fighting brands are being used with success on a wider scale. A number of brand-holders have used price‑tiering before, on a limited basis. P&G has utilized this approach with shampoos in the United States, with diapers in Venezuela and Ger​many, and with laundry detergents in the developing world.  The market share for Luvs’ (also P&G) disposable diapers in unit volume is up from 11percent to 14percent since its price was cut by 16percent, arresting a severe slide. Even so, it appears that Luvs initially cannibalized some of Pampers’ sales; Pampers recovered when it introduced a new, thinner diaper. P&G’s total unit share rose shortly after and has maintained the pace since then.

In beer, using another example, de​spite a flat beer market, High Life’s sales jumped 9 percent, to 5 million barrels after Miller cut its price 20 percent or more in most markets. A 12‑pack of High Life that cost $6.99 two years ago in Ohio can now be had for $4.99. ‘The impact was fairly immediate,” says the director of pricing for the Philip Morris Companies unit. The challenge is to calibrate a fighting brand to make it good enough to draw consumers from low‑priced ri​vals but not so good that it will clobber the company’s top brands or its profit margins. To offset the lower margins on its Fun​time film, for example, Kodak is also launching a high‑end film for special occasions, Kodak Royal Gold. For Luvs diapers P&G eliminated jumbo packages, stream​lined package design, simplified print​ing on the diapers, and trimmed down promotions.

Other brand marketers figure that if they cannot beat store brands, they might as well make them. That’s what RJR Nabisco began doing recently. It test‑marketed private ​label cookies and snackers in some stores. This underscores, again, the power of retailers who love the fat margins on store brands. Research has shown that retailers, for example, make 8 percent to 12 percent on store‑brand diapers. As part of the Luvs repositioning, P&G said it has increased the retail margins to over 8 percent from just over 3 percent. As a result, while it may pull back some retailers, others will not respond. For example, most divisions of Safeway Inc., no longer stock Luvs. 

Conclusion—Fighting Brands

Clearly the fighting brands won’t effect any change in the process if the retailers don’t give them a chance. This has led a number of brand manufacturers to make presentations to retailers regarding the strength of brand names in attracting the most profitable shoppers. This category of shopper on average purchases more during a typical visit. In addition, the brands have altered their promotional strategies to create a new image for the brands and rebuild consumer loyalty.  These efforts, to some degree, are working; and some consumers have begun to trust again because the companies are making brands worth trusting.  Private label brand sales have plateaued recently, and there has been less emphasis on promotional price incentives overall.  

Thus, the idea of branding is far from passé.  When a brand is managed properly it can and will provide credibility and attract attention in the marketplace.

A New Look at Packaging—Packaging: the Five Second Commercial

A point increasingly driven home to marketers of food, health and beauty product lines and over-the-counter drugs is that the package is the brand. Once the brand has done everything possible to make the product taste good, work effectively, or cost less, it is still possible to distinguish it with a package that no competitors can copy.

As products and media channels proliferate, prospective customers split into increasingly more difficult-to-reach audience, market and readership segments. Without an impressive return on investment from mass media advertising, the role of packaging as a key influencer on the customer, especially during the moments before and during purchase, has expanded dramatically.

Many marketers are paying more attention to package design because the products increasingly are more alike in the marketplace. This is the argument of some marketing professionals who point out that when differentiation through taste, color and other product elements has reached parity, packaging makes the critical difference.

An example of this is found in the Pepsi-Cola Co. reaction to Coca Cola’s plasticization of its hallowed curved bottle. Pepsi found that it could not follow suit, but they responded in a manner designed again to level the playing field. Pepsi set out to do a new package, as they do every few years. As a Pepsi executive has noted, operationally it is very complicated to make a major shift like this, but clearly in this type of the product category this is necessary occasionally. Pepsi and other similar companies can build business on distribution and price, but packaging is a way for them to build excitement without changing the formula or adding products that will cannibalize the rest of their product line. That is the challenge.  

The result is that Pepsi is building a whole new round of designs based on themes such as: Fast Break, a 20-oz. resealable, curved bottle; “Big Slam,” a one-liter bottle geared to convenience stores. “Pepsi Junior is a resealable 12-oz. plastic “can”; and “Block Party, “ is a 30-can version of “The Cube.”  Pepsi’s has turned the 24-can multipack into a promotional tool, carrying coupons from Breyer’s (a Nabisco label), Thermos and Spalding.

Other examples include:  

· Perrier—The firm made its distinctive package the centerpiece of promotion, shrink-wrapping original artwork on to bottles sold through restaurants

· McDonald’s—Licensees are cashing in on the recognizability of McDonald’s packages by selling neckties in mock fry and burger boxes in department stores

Beyond good looks, the best designs extend the brand and its image by adding some intrinsic value to the product itself. As many marketers look at it, it is a constant dance to balance identity and utility; brands want to be different and to offer benefit to the consumer,” 

Packaged goods marketers are paying special attention these days to delivery systems. That is prompted in part by the success of club stores (Sam’s Club, B.J. Wholesale Club, etc.) whose giant packs sell better when they are resealable. A unique delivery system, like Mentadent toothpaste’s double pump, can cement a brand’s image. And designs that take into account how consumers use the product and the package, make consumers feel like the manufacturer cares about them. 

Other companies also have capitalized on this as they fight off private labels. 

· Procter & Gamble has an easy-to-open yet childproof cap on its Aleve analgesic.

· Tylenol touts its Fast Cap, designed for older adults. This is a convenience move that adds value. If a competitor can copy it, it’s more of a tactical move than a strategic brand-protection, It ends up being a bonus for container makers, though, giving them a ready market for innovative packages that may have required expensive retooling to produce. 

Proprietary packaging, especially patented designs, prevents knockoffs. As a result, it has become common practice for marketers to patent a specific design and then build a moat around that design by copyrighting several similar designs.

Consumer concerns for the environment now pressures marketers to avoid wasteful packaging. Although these moves cut down the surface area for graphics, it is better for marketers in the long run. Greater ecological pressure may even reawaken interest in proprietary shapes. The most likely candidates are jarred and bottled items like condiments; glass is easy to shape, and a distinctive jar means an added value to consumers. Cartons, on the other hand, are more expensive to shape and more difficult to protect from infringement.

Ecological advances, however, come at a cost. When Hanes dropped the plastic egg for L’eggs hosiery in l99l and moved to a gabled box, there was no question they lost something. The egg structure had been tied to a function; without the function, it is not clear whether the shape was relevant to the future equity of the brand. And the question is, how do you capture the shape graphically?

Companies tend to adjust the graphics more often than product structure because it is a cheaper and faster way to update a brand. Category leaders often use well-recognized graphics to extend their clout into new categories. For example, Sun Diamond Growers of California developed new packaging for Sun-Maid dried fruits that uses the Sun Maid woman and bright red used by the No. l raisin brand. Frito-Lay (Pepsi Co.) took the same approach by using the Taco Bell name and graphics with its supermarket line of Taco Bell–branded food. 

In sum, package design has to be very carefully integrated with product, distribution and service design. Brand name companies cannot just slightly modify the package to fend off private label marketing. There has to be a more systematic design change that adds some intrinsic value. Without this, the brand will end up competing in some very small consumer niches, creating interest with either very rich or very naive consumers.

Marketing and Advertising
1. 
Ad number one: Pepperidge Farm cookies are positioned as premium cookies. This magazine ad features a larger-than-life Milano cookie, plus a simple headline, logo, and the tagline “Never have an ordinary day.” 
a. 
Identify the basic, expected, and augmented products that Pepperidge Farm is offering.

b. 
How would you classify this consumer product?

c. 
How do the elements of this ad help convey the brand’s attributes and benefits?

Answer
a. 
The basic product is a sweet snack finger food, delivering the core benefit of a treat or reward. The expected product is a sugary baked good that can be eaten in one or two bites. The augmented product is a high-quality, sophisticated cookie with special ingredients and chocolate, protected from breakage by careful packaging. 

b. 
This consumer product can be classified as a convenience good, purchased frequently and immediately with little effort. Students may further classify cookies as impulse goods, although Pepperidge Farm clearly wants customers to seek out its particular brand of cookies.

c. 
The enlarged cookie shows off the crispy cookie and chocolate filling, two attributes that would be valued by cookie lovers and the help deliver the benefit of a rewarding treat. Other pictured cookies look tasty and inviting. The headline suggests that Pepperidge Farm cookies are real treats, and the tagline “Never have an ordinary day” reinforces that these cookies make a day feel special. The cookie name adds to the feeling of sophistication, elevating the product from the everyday and conveying a European feeling. The Pepperidge Farm brand and farm graphic suggests freshness. Students may offer other ideas, as well. 

2. 
Ad number two: Binney & Smith is well known for marketing Crayola crayons in a wide variety of colors, including jack-o-lantern orange, as shown in this seasonal ad. 

a. 
Can the Crayon Treat Pack be considered a line or brand extension? Why would Binney & Smith choose this strategy?

b. 
Discuss Binney & Smith’s packaging strategy for the Crayon Treat Pack. How does this strategy reinforce the company’s company and brand image?

c. 
Are Crayola crayons convenience goods, goods, specialty, or unsought goods? How does this classification affect Binney & Smith’s marketing of its Crayon Treat Pack?

Answer
a. 
The Crayon Treat Pack is a line extension, because it involves existing products (crayons) being packaged in a new way (three-packs). Binney & Smith might choose this strategy to increase sales seasonally and reinforce the Crayola brand without the higher risks of launching brand-new products. This strategy also helps Binney & Smith combat competition by encouraging purchasing and consumption in a nontraditional yet highly acceptable way. Students may have other ideas, as well.

b. 
Although Binney & Smith crayons are usually offered in larger packages, this holiday three-pack is an innovation that offers parents a desirable alternative to traditional candy giveaways for Halloween. The brand is prominently displayed on the treat pack bag and on individual three-packs, reinforcing the Crayola brand and enhancing its image as a brand appropriate for every occasion.

c. 
Crayons are typically convenience goods, purchased with minimal effort and often on impulse. Binney & Smith’s marketing of its Crayon Treat Pack is designed to encourage more impulse purchasing of this product as a replacement for Halloween candies. Students may also make a case for crayons as shopping goods, because consumers seek out Crayola-branded products in particular.

Online Marketing Today—Virgin 

As noted earlier, Richard Branson is aggressively building his Virgin brand on and off the Internet. Virgin.com has evolved into a major U.K. portal with links to every Virgin company Web site and offers of goods and services in numerous product categories, from travel and transport to house and home and business and finance. This site also serves as a central recruitment point for Virgin companies with job openings. 

Visit the Virgin site (www.virgin.com), review the offers on the home page, and follow several links to featured offers and companies. Return to the home page and click to read about at least one “travel and transport” offer and one “house and home” offer. Which brand-name strategy is Virgin using? Why is this strategy appropriate for Virgin? Select two offers and determine whether they can be characterized as convenience goods, shopping goods, specialty goods, or unsought goods. Why would Virgin choose to highlight these type of products?

Answer 

Virgin is combining its company trade name with individual product names. In many cases, the product names incorporate the name of the basic product (Virgin Cola), directly communicating what customers can expect from that product. This strategy helps Virgin widen recognition and awareness of its company trade name while using the brand’s existing strength to expand into other product categories. Students may choose any of the Virgin products, which range from wedding services to rail services and banking services. Wedding services, for example, are specialty goods; buyers make a special purchasing effort when considering this type of service. Ask students to explain their reasoning for classifying the chosen products as they do. Virgin appears interested in offering goods and services where branding can make the difference in the customer’s purchasing decision. Thus, visitors to the Virgin site are already predisposed to the company’s branded products and more likely to seriously consider—and buy—products featured on its site.

You’re the Marketer—Sonic PDA Marketing Plan

Decisions about products and branding are critical elements of any marketing plan. During the planning process, marketers must consider a variety of issues related to product mix, product lines, brand equity, and brand strategies.

You are helping Sonic manage its soon-to-be-expanded line of personal digital assistant products, as well as branding for this line. After reviewing the company’s current situation, target market, positioning, and other issues previously addressed in your marketing plan, consider the following questions:

1. What is the core benefit of the first PDA product Sonic will soon introduce? 

2. What elements of the potential product should Sonic consider incorporating into the higher-end second product to be developed next year?

3. What are the attributes and benefits suggested by the Sonic brand?

4. How can Sonic use packaging and labeling to support its brand image and help its channel partners sell the PDA product more effectively?

Think about how your answers to these questions will influence Sonic’s marketing activities. Now, as your instructor directs, summarize your ideas in a written marketing plan or type them into the Marketing Mix and Marketing Strategy sections of the Marketing Plan Pro software. Also indicate (in the Marketing Research section) any additional studies you will need to support decisions about managing the product line and brand.

Answer 

The core benefit of Sonic’s first PDA is to enable users to communicate and exchange information on the go. As they identify elements of the potential product to be incorporated into Sonic’s second PDA product, students may be creative in suggesting features that extend the versatility of the product for consumers and business customers, such as GPS mapping capabilities (benefit: help business travelers find their destinations), stereo speakers (benefit: allow consumers to play downloaded MP3 music), and fax transmission capabilities (benefit: allow businesspeople to send faxes to people who do not have PDAs or e-mail access).

The Sonic brand name clearly suggests sophisticated electronics technology, a desirable attribute for a brand that wants to deliver the benefit of allowing users to easily and conveniently communicate and exchange information while on the road. Students may suggest other associations, as well. Sonic can reinforce these associations on the packaging by prominently displaying its brand and create an accompanying logo (such as a “thunderbolt” graphic or some other appropriate graphic). Other ways to use the packaging to reinforce the brand image include: listing important product specifications to show how the PDA’s advanced technology delivers on the brand promise (this also helps retail salespeople compare the product to competing models); and including an enlarged photo or illustration of the PDA highlighting key competitively-superior features and the benefits they deliver (again, this helps retail salespeople discuss the product’s competitive strengths). Encourage students to think creatively about packaging and labeling as part of the marketing package that will help the product’s introduction.

Marketing Spotlight—Anheuser-Busch

Budweiser Lager was first brewed in 1876 by E. Anheuser & Co., St. Louis. Today, Anheuser-Busch is the largest brewer in the world in terms of volume and competes across a diverse range of markets. The company oversees more than 30 different beer brands, including the domestic market leader Budweiser, a number of other beverages, a group of theme parks, and a real estate enterprise. A broad brand portfolio has been a boon to Anheuser-Busch in the past. During the Prohibition era (1920–1933), the company kept revenues pouring in by selling products as diverse as yeast, refrigeration units, truck bodies, soft drinks, and chocolate syrup. After Prohibition, Anheuser-Busch continued to grow with its core malt beverages. In 1957, Budweiser surpassed Schlitz to become the leading beer in the United States In 1980, the company had a 28 percent share of the domestic beer market, a figure that would rise steadily over the next two decades to 47 percent in 1995. Anheuser’s market share climbed to 50 percent by 2000, leaving competitors Coors and Miller far behind with 21 percent and 12 percent, respectively.

 The table displays Anheuser-Busch’s brand portfolio: 

	Beers

	Budweiser—the company’s original beer

	Bud—Dry, Ice, Ice Light, Light

	Busch—introduced 1955: Ice, Light, and regular

	Michelob—first introduced in 1896: Light, Amber Bock, Honey Lager, Black & Tan, Hefe-Weizen 

	Natural—a discount beer, available in Ice and Light

	The company also brews several specialty and microbrews, including Pacific Ridge Ale, Red Wolf Lager, and Safari Amber Lager. Anheuser-Busch also brews two non-alcoholic beers, Busch NA and O’Doul’s. 

	Other Alcoholic Beverages

	Doc Otis Hard Lemon—a lemon-flavored malt beverage

	Devon’s Shandy—a beer-lemonade mix

	King Cobra—malt liquor

	Hurricane—malt liquor

	Tequiza—beer with the flavor of tequila

	Non-Alcoholic Non-Beer Drinks

	180—a caffeinated, carbonated energy drink 

	Theme Parks

	Busch Gardens—amusement park opened in Tampa, Florida, in 1959

	Adventure Island—a water park in Tampa

	Discovery Cove—animal park in Orlando 

	Sea World—”marine adventure parks” located in Orlando, San Antonio and San Diego

	Sesame Place—a Sesame Street theme park in Langhorne, Pennsylvania


Marketing the Flagship Beer

Anheuser-Busch has earned a reputation as an expert marketer, due in large part to its success with the flagship Budweiser brand. Budweiser receives much of the marketing support and attention of the company. Of the $396 million Anheuser-Busch spent on measured media in 2000, $146 million was spent on Budweiser, compared with $107 million for Bud Light. Advertising for Budweiser takes a three-pronged approach: ads emphasizing product quality, ads focusing on values and social responsibility, and ads with contemporary appeal designed to humor and entertain the audience. With this multi-pronged approach, Budweiser is able to create a rich brand image that resonates with a broad audience base. One marketing analyst recently proclaimed that “Budweiser, originally the beer of choice for blue-collar workers, is now beer for all demographics.” 

Anheuser-Busch conducts extensive and sophisticated market research in order to develop engaging ad campaigns. It is no surprise, then, that advertising for Budweiser routinely garners both critical and audience acclaim, and is credited for much of the brand’s success. One of Budweiser’s most popular campaigns in recent years—the “Whassup?!” series—earned the company top honors during the Super Bowl ad frenzy, and spawned a host of Internet parodies and television spoofs.  

Anheuser-Busch moved to the Internet and launched Budweiser.com in 1996. The site offers information about the brand, company history, information about sporting events sponsored by Budweiser, downloads such as screensavers and television ads, and free e-mail addresses ending in Budweiser.com. During the first two months of 2001, Budweiser.com received almost 2 million more average monthly page visits than similar sites from Miller, Heineken, and Coors. In addition to these effective pull strategies, Anheuser-Busch uses various push strategies in retail outlets to help sell beer, from price cuts to instant-win packaging to in-store promotions. Because summer is the peak season for Budweiser, Anheuser Busch steps up its in store push strategies with its annual Bud Summer promotions. 

Anheuser-Busch Looks Ahead

As Anheuser-Busch continues to expand, it will need new products to attract new drinkers. The company is planning on introducing a new super-premium beer using its flagship Budweiser brand as a launch pad. The company will test the new product, called Budweiser Red Label, in certain markets before launching it nationally. The company hopes the extension will attract import drinkers without alienating Budweiser purists. Other recent new products, including 180 energy drink and Tequiza beer, have not been successful. Still, Anheuser-Busch continued to set earnings records in fiscal 2001, and the strength of its brand portfolio continued to prove itself as the company gained market share at the expense of its competitors.   

(Sources: Al Stamborski. “A-B Looks to Expand Its Horizons.” St. Louis Post-Dispatch, February 19, 2001; David A. Aaker. Managing Brand Equity. The Free Press. New York: 1991, pp. 78–84; Hillary Chura. “Bud Set to Test Upscale Brew.” Advertising Age, May 7, 2001; www.budweiser.com; Gerry Khermouch and Theresa Howard. “Core Brands Receive Primary Marketing Focus.” Brandweek, June 21, 1999; Thomas Lee. “A-B Tries New Ad Approach on Internet.” St. Louis Post-Dispatch, March 20, 2001; David Armstrong. “E-Commerce (A Special Report): Here’s to the Net.” Wall Street Journal, April 23, 2001.

Questions

1. Provide a concise analysis of the basis for the Anheuser-Busch marketing strategy that has worked so well for so long.

2. If we can assume that great brand and product management is one of Anheuser-Busch’s primary strengths, what are some of the contributing factors in that process, and who is affected, primarily? 

Suggested Responses

1. Anheuser-Busch has become a master at the game of balancing channel and corporate interests to achieve market share. In addition, they have maintained control of the fine art and science of developing effective and winning product quality and managing life cycle and product positioning strategies so that the long-term corporate needs are met. They constantly balance the types and placements of their various offerings, recognizing that the consumer mind (and that of distributors) has become increasingly fickle. Anheuser-Busch constantly must find different uses for and with the same product base and extend their brand franchise carefully so as not to over-extend in any particular area. This, combined with their attitude of social responsibility and legendary humor and contemporary appeal in their advertising make for a winning combination.

2. The purpose of the question is to point out that A-B is highly successful at the marketing game, but that there is much more to the process than merely good advertising. They have done well to continually differentiate themselves from other products and competitors, in products and in the marketing behind those products, and they have striven to operate at the highest standards in product, advertising and social responsibility. In addition, they are well diversified into complementary, but very focused, areas directly related to the products that put them ahead of the rest. This, of course, helps them to continue the brand recognition that has made them so successful in the past and also as one of the premier performers in the capital markets. With widespread support for their actions, they have no problem maintaining their position in the mind of the consuming public.

With regard to the other variables, the Anheuser-Busch control over their channels of distribution and keen sense of the market, largely due to a first-class market research capability, puts them in a strong position with both their channels and the competition. They are able to see trends well ahead of others, adjusting advertising and product only enough to keep them differentiated. As part of this, they also have managed to constantly widen their demographic base of consumer appeal. As a result, the only real losers in the process are the smaller and less well-heeled competitors that cannot act quickly and effectively to respond to the A-B juggernaut. 

Problem

Assume that you are the brand manager for the VW Jetta. You would like to know how to position your car in national advertisements. You start by measuring perceptions of your car versus the top three competitors. The data is shown below:

Table 1 represents data from research conducted to determine the attributes that consumers consider important in the purchase of an automobile. The survey research was performed with 100 subjects.

	Table 1
	

	
	Rating
	
	
	
	
	
	

	Benefits
	1
	2
	3
	4
	5
	6
	7

	Fuel efficiency
	
	
	
	
	25
	35
	40

	Styling & design
	
	15
	15
	10
	35
	15
	10

	Low maintenance
	
	5
	15
	15
	20
	20
	25

	Low cost of parts
	10
	10
	15
	15
	15
	20
	15

	Good reputation
	10
	15
	15
	10
	15
	20
	15


Table 2—When asked to rate each car on each benefit, on a scale of 1 to 7, where 7 is the highest rating, the subjects provided the following:

	TABLE 2
	Average Ratings for Each Brand on Each Benefit

	
	Toyota
	VW
	Chevy
	BMW
	Infiniti

	Benefits
	Tercel
	Jetta
	Camaro
	525
	Q45

	Fuel efficiency
	7
	4
	4
	3
	5

	Styling & design
	4
	1
	1
	5
	7

	Low maintenance
	7
	1
	3
	6.7
	5

	Low cost of parts
	7
	1
	4
	2
	3

	Good reputation
	5
	2
	1
	6.5
	7


Questions

1. Calculate the means and share of perceptions for the brands.

2. Develop a semantic differential for each vehicle.

3. Create a 2-dimensional map and position the vehicles in this 2-dimensional space.

4. Which positions should you take to advertise your brand in the marketplace? Explain.
5. In terms of advertising strategy, should you attack competitors through comparative advertising? Explain.

Answers

1. Calculate the means and share of perceptions for the brands.

Consumers were asked to rank the importance of each benefit when making a decision to purchase a car. Having rated each benefit’s importance on a scale of 1 to 7 (7 is the most important). Calculate the results as follows: multiply each benefit rating times the number of responses for that rating.




Table 1

	
	Rating (Calculated)

	Benefits
	1
	2
	3
	4
	5
	6
	7
	Total

	Fuel efficiency
	
	
	
	
	25
	35
	40
	615

	Styling & design
	
	15
	15
	10
	35
	15
	10
	450

	Low maintenance
	
	5
	15
	15
	20
	20
	25
	510

	Low cost of parts
	10
	10
	15
	15
	15
	20
	15
	435

	Good reputation
	10
	15
	15
	10
	15
	20
	15
	425

	
	
	
	
	
	
	
	
	2435


When asked to rate each car on each benefit, on a scale of 1 to 7 where 7 is the highest rating subjects gave the following as shown in Table 2.



Table 2

	
	Average Ratings for Each Brand on Each Benefit

	
	Toyota
	VW
	Chevy
	BMW
	Infiniti

	Benefits
	Tercel
	Jetta
	Camaro
	525
	Q45

	Fuel efficiency
	7
	4
	4
	3
	5

	Styling & design
	4
	1
	1
	5
	7

	Low maintenance
	7
	1
	3
	6.7
	5

	Low cost of parts
	7
	1
	4
	2
	3

	Good reputation
	5
	2
	1
	6.5
	7


Multiply the importance rating by the average rating for each car to obtain the relative perceptions for each car, as shown in Table 3.
Table 3

	
	(all Calculated)

	
	Toyota
	VW
	Chevy
	BMW
	Infiniti

	Benefits
	Tercel
	Jetta
	Camaro
	525
	Q45

	Fuel efficiency
	1.77
	1.01
	1.01
	0.76
	1.26

	Styling & design
	0.74
	0.18
	0.18
	0.92
	1.29

	Low maintenance
	1.47
	0.21
	0.63
	1.40
	1.05

	Low cost of parts
	1.25
	0.18
	0.71
	0.36
	0.54

	Good reputation
	0.87
	0.35
	0.17
	1.13
	1.22


2. Develop a semantic differential for each vehicle: 

a. Dimension 1 

	Fuel efficiency
	

	Low maintenance
	From the one dimension called Economy

	Low cost of parts
	


b. Dimension 2
	Styling and design
	From the dimension called Image

	Good reputation
	


Dimension 1—Economy (calculated)

	Benefits
	Toyota Tercel
	VW Jetta
	Chevy Camaro
	BMW 525
	Infiniti Q30

	Fuel efficiency
	1.77
	1.01
	1.01
	0.76
	1.26

	Low maintenance 
	1.47
	0.21
	0.63
	1.40
	1.05

	Low cost of parts
	1.25
	0.18
	0.71
	0.36
	0.54

	 Total
	4.48
	1.40
	2.35
	2.52
	2.85

	*(Total / 3)
	1.49
	0.47
	0.78
	0.84
	0.95


Dimension 2—Image (calculated)
	Benefits 
	Toyota Tercel
	VW Jetta
	Chevy Camaro
	BMW 525
	Infiniti Q30

	Styling & design 
	0.74
	0.18
	0.18
	0.92
	1.29

	Good reputation 
	0.87
	0.35
	0.17
	1.13
	1.22

	  Total
	1.61
	0.53
	0.35
	2.05
	2.51

	*( Total / 2)
	0.805
	.265
	.175
	1.025
	1.255


3. Create a 2-dimensional map and position the vehicles.

Image Map (Product Positioning)
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Questions (continued)
4. Which positions should you take to advertise your brand in the marketplace? Explain.

Answer 

The highest perceptions are price and styling. Therefore copywriters should feature these two positions, primarily. Although the car’s roominess is not much worse than any of the other cars, roominess is relatively unimportant, and advertising alone cannot make it important. 

What should the company ignore or play down?

Answer
Miles per gallon or safety should not be stressed, especially if the issue has received any publicity.

5. In terms of advertising strategy, should you attack competitors through comparative advertising? Explain.

Answer

Generally, in a highly competitive market, a brand may resort to comparative advertising if perceptions of the brand are obviously favorable to the brand and not to the competitors. If one can assume the data is valid, then such a strategy should be implemented, but the differential must be significant and the message must be bonafide. If, however, the comparisons are of unimportant benefits then they should not be made. 
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