              Outline of Chapter 9

              ELEMENTS OF PRODUCT

              PLANNING FOR GOODS AND

              SERVICES

              INTRODUCTION

              THE PRODUCT AREA

              INVOLVES MANY STRATEGY

              DECISIONS

                  Transparency 63 (Exhibit

                  9-1) "Strategy Planning for

                  Product"

              WHAT IS A PRODUCT?

              Customers buy satisfaction, not

              parts

                PRODUCT--the

                need-satisfying offering of a

                firm.

              Product quality and customer

              needs

                QUALITY--a product's ability to

                satisfy a customer's needs or

                requirements

              Goods and/or services are the

              product

                  Transparency 64 (Exhibit

                  9-2) "Examples of Possible

                  Blends of Physical Goods

                  and Services in a Product"

              DIFFERENCES IN GOODS AND

              SERVICES

                  Transparency 65

                  "Differences in Goods and

                  Services"

              How tangible is the Product?

              SERVICE--a deed performed by

              one party for another.

              Is the product produced before

              it's sold?

              Services can't be stored or

              transported

              Think about the whole Product

              WHOLE PRODUCT LINES

              MUST BE DEVELOPED TOO

                PRODUCT

                ASSORTMENT--the set of all

                product lines and individual

                products that a firm sells.

                PRODUCT LINE--a set of

                individual products that are

                closely related.

                INDIVIDUAL PRODUCT--a

                particular product within a

                product line.

                  Overhead 82 "Product Line

                  Decisions"

              PRODUCT CLASSES HELP

              PLAN MARKETING

              STRATEGIES

                  Overhead 83 "Product

                  Classes"

              Product classes start with type of

              customer

                CONSUMER

                PRODUCTS--products meant

                for the final consumer.

                BUSINESS

                PRODUCTS--products meant

                for use in producing other

                products.

              CONSUMER PRODUCT

              CLASSES

                  Overhead 84 (Exhibit 9-3)

                  "Consumer Product

                  Classes and Marketing Mix

                  Planning"

                  Transparency 66

                  "Consumer Product

                  Classes"

              Convenience products

              purchased quickly with little effort

                CONVENIENCE

                PRODUCTS--products a

                consumer needs but isn't

                willing to spend much time or

                effort shopping for.

                STAPLES--products that are

                bought often, routinely, and

                without much thought.

                IMPULSE

                PRODUCTS--products that

                are bought quickly--as

                unplanned

                purchases--because of a

                strongly felt need.

                EMERGENCY

                PRODUCTS--products that

                are purchased immediately

                when the need is great.

              Shopping products-are

              compared

                SHOPPING

                PRODUCTS--products that a

                customer feels are worth the

                time and effort to compare

                with competing products.

                HOMOGENEOUS

                SHOPPING

                PRODUCTS--shopping

                products the customer sees as

                basically the same--and wants

                at the lowest price.

                HETEROGENEOUS

                SHOPPING

                PRODUCTS--shopping

                products the customer sees as

                different--and wants to inspect

                for quality and suitability. 

              Specialty products-no substitutes

              please!

                SPECIALTY

                PRODUCTS--consumer

                products that the customer

                really wants--and makes a

                special effort to find.

              Unsought products-need

              promotion

                UNSOUGHT

                PRODUCTS--products that

                potential customers don't yet

                want or know they can buy.

                NEW UNSOUGHT

                PRODUCTS--products

                offering really new ideas that

                potential customers don't know

                about yet.

                REGULARLY UNSOUGHT

                PRODUCTS--products that

                stay unsought but not

                unbought forever.

              One product may be seen

              several ways

              BUSINESS PRODUCTS ARE

              DIFFERENT

                  Overhead 85 "Special

                  Considerations with

                  Business Products"

              One demand derived from

              another

                DERIVED DEMAND--demand

                for business products derives

                from the demand for final

                consumer products.

              Price increases might not reduce

              quantity purchased

              Tax treatment affects buying too 

                EXPENSE ITEM--a product

                whose total cost is treated as a

                business expense in the year

                it's purchased.

                CAPITAL ITEM--a long-lasting

                product that can be used and

                depreciated for many years.

              BUSINESS PRODUCT

              CLASSES--HOW THEY ARE

              DEFINED 

                  Overhead 86 (Exhibit 9-4)

                  "Business Product Classes

                  and Marketing Mix

                  Planning"

                  Transparency 67 "Business

                  Product Classes"

              Installations, a boom-or-bust

              business

                INSTALLATIONS--important

                capital items such as

                buildings, land rights, and

                major equipment.

              Specialized services are needed

              as part of the product

              Accessories-important but

              short-lived capital items

                ACCESSORIES--short-lived

                capital items--tools and

                equipment used in production

                or office activities.

              Raw materials become part of a

              physical good

                RAW

                MATERIALS--unprocessed

                expense items--such as logs,

                iron ore, wheat, and

                cotton--that are moved to the

                next production process with

                little handling.

                FARM PRODUCTS--products

                grown by farmers--such as

                oranges, wheat, sugar cane,

                cattle, poultry, eggs, and milk.

                NATURAL

                PRODUCTS--products that

                occur in nature--such as fish

                and game, timber and maple

                syrup, and copper, zinc, iron

                ore, oil, and coal.

              Component parts and materials

              must meet specifications

                COMPONENTS--processed

                expense items that become

                part of a finished product.

              Supplies for maintenance, repair,

              and operations

                SUPPLIES--expense items

                that do not become part of a

                finished product.

              Professional services-pay to get

              it done

                PROFESSIONAL

                SERVICES--specialized

                services that support a firm's

                operations.

              BRANDING NEEDS A

              STRATEGY DECISION TOO

              What is branding? 

                BRANDING--the use of a

                name, term, symbol, or

                design--or a combination of

                these--to identify a product.

                BRAND NAME--a word, letter,

                or a group of words or letters.

                TRADEMARK--those words,

                symbols, or marks that are

                legally registered for use by a

                single company.

                SERVICE MARK--same as a

                trademark except that it refers

                to a service offering.

                  Transparency 68 (Exhibit

                  9-5) "Recognized

                  Trademarks and Symbols

                  Help in Promotion"

              Branding meets needs

              CONDITIONS FAVORABLE TO

              BRANDING

                  Overhead 87 "Conditions

                  Favorable to Branding"

              ACHIEVING BRAND

              FAMILIARITY IS NOT EASY

                BRAND FAMILIARITY--how

                well customers recognize and

                accept a company's brand.

              Five levels of brand familiarity 

                  Overhead 88 "Levels of

                  Brand Familiarity"

                BRAND

                REJECTION--potential

                customers won't buy a brand

                unless its image is changed.

                BRAND

                NONRECOGNITION--final

                consumers don't recognize a

                brand at all--even though

                middlemen may use the brand

                name for identification and

                inventory control.

                BRAND

                RECOGNITION--customers

                remember the brand.

                BRAND

                PREFERENCE--target

                customers usually choose the

                brand over other brands,

                perhaps because of habit or

                favorable past experience.

                BRAND

                INSISTENCE--customers

                insist on a firm's branded

                product and are willing to

                search for it.

              The right brand name can help

                  Overhead 89 (Exhibit 9-6)

                  "Characteristics of a Good

                  Brand Name"

              A respected name builds brand

              equity 

                BRAND EQUITY--the value of

                a brand's overall strength in

                the market.

              PROTECTING BRAND NAMES

              AND TRADEMARKS

                LANHAM ACT--a 1946 law

                that spells out what kinds of

                marks (including brand

                names) can be protected and

                the exact method of protecting

                them.

              You must protect your own

              Counterfeiting is accepted in

              some cultures

              WHAT KIND OF BRAND TO

              USE?

                  Overhead 90 "Branding

                  Decisions"

              Keep it in the family

                FAMILY BRAND--a brand

                name that is used for several

                products.

                LICENSED BRAND--a

                well-known brand that sellers

                pay a fee to use.

              Individual brands for outside and

              inside competition 

                INDIVIDUAL

                BRANDS--separate brand

                names used for each product.

              Generic "brands"

                GENERIC

                PRODUCTS--products that

                have no brand at all other than

                identification of their contents

                and the manufacturer or

                middleman.

              WHO SHOULD DO THE

              BRANDING?

              Manufacturer brands versus

              dealer brands

                MANUFACTURER

                BRANDS--brands created by

                producers.

                DEALER BRANDS or

                PRIVATE BRANDS--brands

                created by middlemen.

              Who's winning the battle of the

              brands?

                BATTLE OF THE

                BRANDS--the competition

                between dealer brands and

                manufacturer brands.

              THE STRATEGIC IMPORTANCE

              OF PACKAGING

                  Overhead 91 "Packaging"

                PACKAGING--promoting and

                protecting the product.

              Packaging can make the

              difference

              Packaging sends a message

              Packaging may lower distribution

              costs

              Universal product codes speed

              handling

                UNIVERSAL PRODUCT

                CODE (UPC)--special

                identifying marks for each

                product readable by electronic

                scanners.

              WHAT IS SOCIALLY

              RESPONSIBLE PACKAGING?

              Laws reduce confusion--and

              clutter

                FEDERAL FAIR PACKAGING

                AND LABELING ACT--a 1966

                law that requires that

                consumer goods be clearly

                labeled in easy-to-understand

                terms.

              Ethical decisions remain

                  Overhead 92 "Per Capita

                  Consumption of Paper and

                  Board (packaging)"

              Unit-pricing is a possible help

                UNIT-PRICING--placing the

                price per ounce (or some other

                standard measure) on or near

                the product.

              WARRANTY POLICIES ARE A

              PART OF STRATEGY

              PLANNING

                  Overhead 93 "Warranties"

              Warranty puts promises in

              writing

                WARRANTY--what the seller

                promises about its product.

                MAGNUSON-MOSS ACT--a

                1975 law requiring that

                producers provide a clearly

                written warranty if they choose

                to offer any warranty.

              Warranty may improve the

              marketing mix

              Service guarantees

              Warranty support can be costly

              IDEAS ON USING COLOR

              TRANSPARENCIES OF ADS

              WITH CHAPTER 9

              Transparency 152

              (Rodenstock) "Before you even

              select a pair of glasses you are

              already wearing a Rodenstock."

              Rodenstock's product assortment

              includes business products (like

              optical equipment) for use by

              opticians and consumer products

              (like a pair of glasses) for use by

              individual customers. Both sets of

              customers want to be satisfied

              with their purchases, so

              Rodenstock must be constantly

              concerned that the quality of its

              products is high and will meet

              customers' requirements.

              Transparency 155

              (Minolta) "Does your copier look

              like this most of the time?"

              Because customers buy

              satisfaction, not just parts,

              Minolta must be constantly

              concerned with the quality of the

              copier and the service that goes

              with it no matter where in the

              world those products are sold.

              Transparency 157

              (Procter & Gamble) "We'd like to

              clear up a little confusion for your

              shoppers. There, that's better."

              As P&G expanded the Crest

              toothpaste product line by

              offering more flavors and

              formulations, a variety of package

              designs were introduced. Now,

              P&G has simplified the Crest

              packaging and given it a unified

              look--so that information about

              flavors and the specific formula is

              always in the same location--to

              make it easier for consumers to

              find the specific item they want.

              Transparency 162

              (Diamond Crystal Specialty

              Foods) "Everything from soup to

              hazelnuts."

              Diamond Crystal's product

              assortment includes an extensive

              array of product lines and

              individual products with

              packaging designed specifically to

              meet all of a customer firm's

              vending machine and coffee

              service supply needs.

              Transparency 164

              (Pennzoil) "1. Multimillion dollar

              ad campaign. 2. Customers ask

              for Pennzoil. 3. You remind them

              Pennzoil also makes quality oil

              and air filters. 4. "Cha-ching."

              The money that Pennzoil has

              spent to promote the Pennzoil

              brand has resulted in brand

              equity that helps Pennzoil and its

              retailers to continue to increase

              sales and add profits. This

              two-page trade ad reminds

              retailers that customers who buy

              Pennzoil oil are a good target for

              add-on sales of Pennzoil brand oil

              filters and air filters.

              Transparency 166

              (IBM) "Hidden costs? What

              hidden costs?"

              Service is the whole product in

              many products--as is the case

              with IBM's Internet-access

              service advertised here. IBM's

              familiar brand name and

              reputation for quality help its

              products (whether physical

              goods, services, or a combination

              of the two) to compete worldwide.

              Transparency 167

              (Mead) "Profits you can plan on."

              Mead's trade ad for its Cambridge

              Day Planner system highlights

              the fact that retailers get repeat

              profits from customers because

              they need page refills after the

              initial purchase. The page refills

              feature color-coded packaging

              that makes it easier for

              customers to find the right items,

              even in big self-service office

              supply stores like Office Deport

              and Staples.

              Transparency 171

              (Thomasville) "Pity, most of the

              time you're with it, your eyes will

              be closed."

              Thomasville sells high-quality

              furniture, but it faces the same

              problem faced by many other

              furniture makers: It's hard to

              identify the product with the

              brand name while it is in use.

              Customers tend not to be very

              loyal to any particular brand of

              furniture and often don't even

              know what company produced

              the pieces that they like the best.

              Transparency 172

              (Komatsu) "Familiarity breeds

              success."

              Komatsu is a familiar brand in

              construction and earth-moving

              equipment worldwide. Capital

              equipment like the loader shown

              in this ad often is leased rather

              than sold.

              Transparency 173

              (Generationext-PepsiCo) "Yes, as

              a matter of fact, we are all things

              to all people."

              PepsiCo has a number of very

              different drinks in its overall

              product assortment, so it uses

              individual brands to identify

              products within different

              categories.

              Transparency 175

              (Timken) "If gnats had wheels,

              we'd make the bearings."

              Businesses buy the products they

              need to produce goods and

              services for their own customers,

              so the demand for business

              products is derived from the

              demand for final consumer

              products. For example, as new

              technology has lead to

              development of smaller motors

              and electronic devices, there has

              been increased demand for very

              small bearings--and Timken is

              there with the tiny component

              parts that its

              manufacturer-customers need.

              Transparency 178

              (Wisconsin Bison Producers

              Association) "Once they were

              near extinction. Now they're just

              tasty."

              Individual producers of farm

              products sometimes band

              together (in a producers'

              association) to promote the

              benefits of their product.

              Transparency 181

              (Pet Team) "Finally, independent

              retailers can fight back!"

              Pet Team's total product

              assortment includes more than

              its Healthy Harvest brand dog

              food. It also produces flea and

              tick products, grooming and

              health products, and pet toys.

              These brands are sold only

              through independent retailers

              (and thus are not available

              through mass-merchandisers

              who might sell at lower prices).

              Transparency 190

              (KLM Cargo) "KLM Cargo from

              Damnum Saduak? A taste of

              their global network."

              KLM Cargo's product is a

              service-including door-to-door

              pickup and delivery, collection,

              storage, and distribution. It even

              handles billing and administration

              for some of the firms it serves.

              Transparency 192

              (Telecom Italia) "Nowadays in

              Rome it takes only six days to

              have a phone put in. And on the

              seventh day you are ready to say,

              'Hello!'"

              Telephone companies primarily

              provide a service, but they also

              offer physical goods as well

              (telephones, extension jacks and

              the like)--and if either falls short

              of customers' quality

              expectations, customers are likely

              to be dissatisfied.

              Transparency 193

              (Roberts Express) "Expedite."

              In a competitive market, a

              guarantee is often a very

              important part of the marketing

              mix. For example, Roberts

              Express guarantees its

              transportation services. In fact,

              service guarantees are becoming

              more common in a wide variety of

              service businesses. On the other

              hand, it's usually easier for a firm

              that produces goods to live up to

              its promises because goods tend

              to be more standardized than

              services.

              Transparency 194

              (KitchenAid) "Mom had a

              KitchenAid dishwasher. I have a

              KitchenAid kitchen."

              A marketing manager needs to

              recognize that satisfaction with a

              product can lead to long-run

              customer satisfaction, repeat

              business, and increased brand

              equity. KitchenAid seeks to

              maintain and build customer

              satisfaction with a product line

              that offers the right features,

              reliable quality, and styling

              unmatched in the industry.

              Transparency 196

              (Kent & Spiegel Direct) "There's

              only one buckwheat hull pillow

              with over $10.5 million in

              advertising behind it. Sobakawa

              Pillow."

              Do you know what brand of pillow

              you sleep on? It's useful to think

              about that answer in considering

              this trade ad. It informs retailers

              that there is over $10 million in

              advertising behind the Sobakawa

              brand buckwheat hull pillow, that

              their "customers are being told to

              buy the Sobakawa brand and not

              to accept other buckwheat

              pillows," and that customers "will

              be disappointed if they can't find

              the Sobakawa pillow in your

              store." While marketers for

              Sobakawa would like to develop

              brand insistence, it won't be easy.

              Many customers who do want

              this type of pillow may simply

              view it as a homogeneous

              shopping product and just look for

              the lowest price.

              Transparency 197

              (McCormick & Co) "The most

              complete sales and profit building

              program in the seafood business!

              Golden Dipt & Old Bay. We make

              selling seafood easy."

              In some product categories there

              are not many familiar brand

              names. McCormick's Old Bay

              brand of seasoning for seafood is

              quite well known, but can you

              name another brand? Would the

              Old Bay brand name come to

              mind as a brand in this product

              category if you didn't see this

              ad--or see the label in a retail

              display? 

              Transparency 201

              (British Fibreboard Packaging

              Association) "Nothing protects

              like fibreboard."

              This trade ad promoting

              fibreboard concentrates on listing

              the ways fibreboard protects the

              product. Better protective

              packaging is very important to

              manufacturers, wholesalers, and

              retailers. It reduces the cost of

              goods damaged in shipment,

              handling, and storage.

              Transparency 218

              (Zerex by Valvoline) "Buy low, sell

              higher."

              Valvoline's product line for its

              Zerex antifreeze brand includes a

              set of individual products that are

              closely related--including a

              container that already has the

              water premixed. That extra

              convenience may not be

              important to some customers, but

              to a man or women in business

              clothes on a business trip it may

              be the difference that drives the

              choice of the Zerex brand.

              Transparency 222

              (Volvo) "At this time, we want to

              reveal the true personality of our

              arctic hauler."

              Volvo's Articulated Haulers are

              business products (capital

              equipment) that usually involve

              multiple-buying influence and top

              management approval.

              Negotiations for such infrequently

              purchased equipment is likely to

              stretch over an extended period.

              Transparency 223

              (Newell) "Whatever it takes, we'll

              get it to you."

              Newell produces and distributes

              goods such as Anchor Hocking

              brand glass and BernzOmatic

              brand welding supplies, but this

              ad highlights the philosophy that

              the business it is in is "service,

              service, service, service..."

              because that is what it takes to

              satisfy customer needs.

              Transparency 224

              (Epson) "You've got to see it in

              Epson color. The world leader in

              high-performance portable

              projectors-gives you the power to

              add impact to any presentation."

              Epson offers a Road Service

              program to deliver a replacement

              within 24 hours if something goes

              wrong. This service is an integral

              part of the product.

              PERSPECTIVES ON TEACHING

              CHAPTER 9--ELEMENTS OF

              PRODUCT PLANNING FOR

              GOODS AND SERVICES

              This chapter starts the section of

              the text that focuses on the 4Ps,

              and more specifically a

              two-chapter sequence on

              Product. It is useful to revisit

              Exhibit 3-1 and remind students

              as they start this chapter that

              most of the attention in Chapters

              3-8 has been on developing an

              understanding of target markets,

              segmentation, and ways to

              identify and analyze target market

              opportunities. Although issues

              related to the marketing mix are

              covered in those chapters, it is in

              Chapter 9 and the ten chapters

              that follow that the text really

              delves into the 4Ps. 

              It's also useful at this point to

              reemphasize the idea that is

              repeated at a number of different

              points in the text. Specifically,

              students should keep in mind that

              marketing managers must

              simultaneously think about target

              market opportunities and

              marketing mixes when planning

              marketing strategies. This is

              highlighted by the "narrowing

              down" process depicted in Exhibit

              3-1 and by the combined four

              Ps/target market icon on the right

              side of the exhibit.

              In the same vein, the marketing

              mix must be planned as an

              integrative whole. It is not

              possible to study all the specific

              topics simultaneously, so

              different chapters in the text

              introduce them one at a time.

              However, the frameworks and

              concepts which are provided in

              the text are integrative and

              cumulative in nature. Thus, as

              new topics are covered students

              should pay attention to the way

              they "fit" and blend with other

              topics.

              The focus of Chapter 9 is on the

              elements of strategy planning for

              Product. A key theme throughout

              this chapter is the idea of the

              "whole" product area. In

              particular, the chapter organizes

              issues in terms of the total

              product idea (which includes

              issues with respect to the

              physical good and/or service that

              the firm is offering, its features

              and what benefits they provide,

              quality, and the like), packaging

              (as it relates to both protecting

              the product and promoting it), and

              branding decisions. Warranty

              issues are also covered. The idea

              in all of this is to broaden

              students' thinking so that they

              see the product area as involving

              more than an isolated decision

              about the features of some

              physical good.

              The chapter-opener focuses on

              Kodak APS. This case highlights

              many of the product strategy

              decisions that are the focus of

              this chapter. It also provides an

              opportunity for a discussion of

              whether the APS-type of camera

              is a really new product, or rather

              if it is more a refining of an

              existing concept. Most camera

              users see it more as a

              refinement--at least when

              compared to the digital cameras

              (and imaging systems) that are

              now taking hold. A brief

              discussion of this issue can set

              the stage for the discussion of

              "really new" product

              concepts--and the product life

              cycle--that is developed in detail

              in the next chapter.

              The highlighted teaching case for

              this chapter (on page 258)

              discusses Yahoo! It's useful to

              focus attention on the point that

              this product idea came from

              customer needs as well as a

              technical breakthrough.

              The Pizza Hut, General Motors,

              and Hampton Inn examples (on p.

              264) highlight the fact that the

              product decisions--including

              those related to branding and

              warranties--apply whether the

              product is a physical good, a

              service, or a blend of the two.

              Note that these examples can

              serve as a springboard for

              forward integration to material

              relevant to implementing service

              quality. That material is covered

              in some detail in Chapter 19, but

              it can also be incorporated (or

              briefly introduced) at this point if

              the instructor wants to bring an

              earlier focus to "total quality

              management." 

              In the last decade, brand

              extensions--using a

              well-established brand name for

              one product and applying it to a

              number of other related products

              as a family brand--has received

              significantly more attention. A

              useful starting point for

              discussion is to ask students why

              a firm might be interested in

              extending a current brand name,

              rather than developing a new

              brand name. This proves to be an

              interesting and integrative

              approach because it focuses

              attention on costs that may be

              required in promoting a brand

              name over time to build not only

              brand recognition but also

              preference and insistence. This

              topic can be broadened to include

              "brand equity." Basically, brand

              equity is a term that is used to

              characterize the financial value of

              the goodwill that customers feel

              toward a brand name. It is this

              financial value that motivated

              many of the takeovers and

              acquisitions of large,

              well-established consumer

              packaged goods companies in

              the last decade. The idea, in part,

              is that the dollar value of the

              customer base and goodwill for

              the brand is not adequately

              reflected in financial statements

              of most firms. Note, however,

              that there are conflicting points of

              view--in both management

              practice and in the research

              literature--about the brand equity

              area.

              While these specific branding

              issues are important and

              interesting, it is critical that

              students see that all of the

              decisions in the brand area must

              work together to satisfy customer

              needs and complement the other

              elements of the marketing mix.

