Part 4: Product Planning

Chapter 11: Basic Concepts in Product Planning


Lindell’s Chapter 11 Notes

BASIC PRODUCT

11-1    OVERVIEW
A.
Product planning is systematic decision making relating to all aspects of the development and management of a firm’s products, including branding and packaging.

B. Each product consists of a bundle of attributes capable of exchange or use, usually a mix of tangible and intangible forms.

C. A well-structured product plan enables a company to pinpoint opportunities, develop appropriate marketing programs, coordinate a mix of products, maintain successful products as long as possible, reappraise faltering products, and delete undesirable products.

D.
A firm should define its products in three distinct ways: tangible, augmented, and generic. See Figure 11-1.

1.
A tangible product is a basic physical entity, service, or idea.

2.
An augmented product includes not only the tangible elements of a product, but also the accompanying cluster of image and service features.

3.
A generic product focuses on what a product means to the customer, not the seller. See Figure 11-2.

11-2    TYPES OF PRODUCTS
A.
The first product-planning decision involves the choice of the type(s) of products to offer.

11-2a    FUNDAMENTAL DISTINCTIONS BETWEEN GOODS AND SERVICES
A.
Goods marketing entails the sale of physical products. Service marketing encompasses the rental of goods, servicing goods owned by consumers, and personal services.

B.
Four attributes distinguish services from goods: intangibility, perishability, inseparability from the service provider, and variability in quality.

C.
Although services have different characteristics from goods, their sales are frequently connected.

11-2b    CONSUMER PRODUCTS
A.
Consumer products are goods and services destined for the final consumer for personal, family, or household use.

B.
Consumer products may be classified in the following categories. See Table 11-1.

1.
Convenience products are those bought with a minimum of effort, where the buyer has knowledge of product attributes prior to shopping. Staples, impulse goods, and emergency goods are the kinds of convenience goods.

2.
Shopping products are those for which consumers lack sufficient information about products prior to making a purchase decision and must therefore acquire further knowledge. The two kinds of shopping goods are attribute-based and price-based.

3.
Specialty products are those for which consumers are brand loyal and will make a significant purchase effort to acquire the desired brand.

C.
The classification is an excellent means for segmenting consumers.

11-2c    INDUSTRIAL PRODUCTS
A.
Industrial products are goods and services purchased for use in the production of other goods or services, in the operation of a business, or for resale to other consumers.

B. Industrial goods are categorized by the level of decision making in making a purchase, costs, consumption rapidity, the role in production, and the change in form. See Table 
11-2.

C. C.
Industrial services are of two general types.

11-3    ELEMENTS OF A PRODUCT MIX
A.
A product item is a specific model, brand, or size of a product that a company sells.

B.
A product line is a group of closely related items.

C.
A product mix consists of all the different product lines a firm offers. 

D.
A product mix can be described by its width (number of different product lines), depth (number of product items within each product line), and consistency (how closely related product lines are). Figure 11-3 shows product mix alternatives in terms of width and depth. Figure 11-4 highlights Colgate-Palmolive’s product mix.

1.
A wide mix enables a firm to diversify, appeal to different consumer needs, and encourage one-stop shopping. It requires investments and expertise in different areas.

2.
A deep mix satisfies the needs of several segments, maximizes shelf space, discourages competitors, covers a range of prices, and sustains dealer support. It may impose higher inventory and other costs, as well as confuse consumers.

3.
A consistent mix is easy to manage, is efficient, creates a strong image, and generates solid distribution relations. It may leave the firm vulnerable to environmental threats, since it is not diversified.

4.
Several examples of different companies’ product mixes are provided.

11-4    PRODUCT MANAGEMENT ORGANIZATIONS
A.
There are five basic product-management organizational forms, as shown in Table 11-3:

B.
The correct organization depends on the firm’s diversity, the number of new products introduced, the level of innovativeness, company resources, management expertise, and other factors.

C.
A combination of forms may be best.

11-5    PRODUCT POSITIONING
A.
A company must ensure that each of its products is perceived as providing a combination of unique features and that these features are desired by the target market.

B.
A firm’s goal is to have consumers perceive products’ attributes as it intends. Once consumer perceptions are formed, they may be hard to change.

C.
Product positioning enables a firm to map its offerings in terms of consumer perceptions and desires, competition, other company products, and environmental changes.

D.
Consumer perceptions are the images consumers have of products, both a company’s and competitors’.

E.
Consumer desires refer to the attributes consumers would like products to possess—their ideal points.

F.
Competitive product positioning refers to the perceptions consumers have of a firm relative to its competitors.

G.
Company product positioning shows a firm how consumers perceive different brands of the firm within the same product line. Its own brands are compared to one another.

H.
Environmental changes may alter perceptions of products.

I.
Figure 11-5 illustrates product positioning for the U.S. auto marketplace. There are nine ideal points, each associated with a specific type of car and described in the text. 

J.
Through product-positioning analysis, a company can learn a great deal and plan marketing efforts accordingly. Two examples are provided. See Figures 11-6 and 11-7.

11-6    BRANDING
A.
Branding is the procedure a firm follows in researching, developing, and implementing its brand(s).

B.
A brand is a name, term, design, symbol, or any other feature that identifies the goods and services of a seller or group of sellers.

1.
A brand name is a word, letter (number), group of words, or letters (numbers) that can be spoken.

2.
A brand mark is a symbol, design, or distinctive coloring or lettering that cannot be spoken.

3.
A trade character is a brand mark that is personified.

4.
A trademark is a brand name, brand mark, or trade character or combination thereof that is given legal protection.

A. 
Brand equity is a new branding concept that recognizes the financial value associated with a brand apart from a product’s physical attributes. While definitions of brand equity may differ, they have these factors in common:

1.
Monetary value.

2.
Intangibility.

3.
Perceived quality.

B
In general, brands ease identification, provide quality assurance, identify the maker, reduce price comparisons, aid advertising, segment markets, increase prestige, reduce consumer risk, improve reseller cooperation, sell a whole product line, and ease entry into a new product category.

C.
A firm must make these four decisions related to branding (see Figure 11-8):

1.
Corporate symbols.

2.
Branding philosophy.

3.
Choosing a brand name.

4.
Using trademarks.

11-6a    CORPORATE SYMBOLS
A.
Corporate symbols are a firm’s name, logos, and trade characters. 

B.
Symbols are evaluated when a company does the following:

1.
First begins business.

2.
Merges with another company.

3.
Reduces or expands product lines.

4.
Seeks new geographic markets.

5.
Finds its name to be unwieldy, nondistinctive, or confusing.

.

11-6b    BRANDING PHILOSOPHY
A.
A branding philosophy outlines the use of manufacturer, private, and/or generic brands, as well as family and/or individual branding.

Manufacturer, Private, and Generic Brands
A.
Manufacturer brands contain the name of the manufacturer.

1.
They have the most sales.

2.
These brands appeal to consumers who desire low risk, good quality, routine behavior, status, and convenience shopping.

3.
They are well known and trusted because quality control is strictly maintained.

4.
They are identifiable and present distinctive images to shoppers.

5.
Attracting and retaining customer loyalty are important.

B.
Private (dealer) brands contain the name of the wholesaler or retailer.

1.
They have substantial sales.

2.
These brands appeal to price-conscious consumers.

3.
They are quite similar to manufacturer brands, with less emphasis on packaging and variety.

4.
Resellers secure exclusive rights, are responsible for distribution, control the marketing effort, and charge low prices.

5.
The major goal is to attract and retain consumers who are loyal to the reseller and for the distributor/retailer to exert control over the marketing of these brands. See Figure 11-9.

C.
Generic brands emphasize the names of the products themselves and not manufacturer or reseller names.

1.
They have the least sales.

2.
These brands appeal to the most price-conscious consumers, who will accept lower quality.

3.
They are seldom advertised and receive poor shelf space.

4.
Prices are less than the other brands, due to quality, packaging, assortment, distribution, and promotion economies.

5.
The major goal is to offer low-priced, lower-quality items to consumers interested in price savings.

D.
Table 11-4 compares the three types of brands.

E.
Today, many companies employ a mixed-brand strategy, whereby they sell a combination of manufacturer and private brands (and sometimes generics). This enables them to increase control, reach more market segments, encourage loyalty, coordinate shelf space and locations, improve channel cooperation, increase assortments, stabilize production, utilize excess capacity, maximize sales, and utilize excess capacity.

F.
In the battle of the brands, each type of brand attempts to gain a greater share of the consumer’s dollar, control over marketing strategy, consumer loyalty, product distinctiveness, maximum shelf space and locations, and a large share of profits.

Family and Multiple Branding
A.
In family (blanket) branding, one name is used for two or more individual products.

1.
Many companies selling industrial products or consumer services use some form of family branding.

2.
It works best for specialized firms or those with narrow product lines. They can have a uniform image and the ability to promote the same name continually, which keeps promotion costs down.

3.
The major disadvantages of family branding are that differentiated marketing efforts are minimized, one name for diverse products can damage a company’s image, and innovativeness is not projected to consumers.
B.
An effective use of family branding is brand extension, a strategy by which an established brand name is applied to new products. There are seven situations in which this strategy is most effective:

C.
With individual (multiple) branding, separate brands are used for different items or product lines. For example, Procter & Gamble’s wide and deep product mix includes eight brands of laundry detergent.

1.
It is useful in product positioning, attracts various market segments, increases sales and marketing control, offers both premium and low-priced brands, and allows a manufacturer to secure greater shelf space in retail stores.

2.
Multiple brands require large promotional costs, may cause a loss of continuity, lessen mass production economies, and do not aid in new product introductions.

D.
Many companies combine family and individual brands.

1.
A firm could have a flagship brand and other secondary brands. For example, one-third of Heinz’s products have the Heinz name; the others have names like Starkist and Ore-Ida.

2.
A family brand could be used with individual brands. For example, Honda has two major auto lines, Honda and Acura. Within the Honda line are the Honda Accord, Honda Civic, and Honda Prelude.

11-6c    CHOOSING A BRAND NAME
A.
There are several sources from which a firm can choose a brand name:

1.
Existing company brands (brand extension).

2.
Resellers.
3.
New name.

4.
Licensing agreement, whereby the company pays a fee to use a name or logo whose trademark rights are held by another firm.

5. Co-branding, whereby two or more names are used with the same product to gain from the brand images of each. See Figure 11-10.

Examples are provided for each of these in the text.

B. A good brand name has the following attributes:

1.
It suggests the product’s use (e.g., Cleanwipes).

2.
It is easy to spell and remember, and pronounceable in one way (e.g., Bic).

3.
It can be applied to a whole line of products (e.g., Deere tractors).

4. It can be legally protected (e.g., Perrier).

5. It has a pleasant or at least neutral meaning internationally (e.g., Onvia).

6. It conveys a differential advantage (e.g., Pert Plus).

C.
As firms expand globally, branding takes on special significance. Brands’ meanings must not have negative connotations or violate cultural taboos. Specialized firms, such as Namestormers, devise names for clients that are acceptable around the world.

D.
In choosing a brand name, the firm should plan for the consumer’s brand decision process, as shown in Figure 11-11.

1.
For a new brand, nonrecognition is the first stage.

2.
During recognition, the brand and its attributes are known.

3.
A preference (or dislike) for the brand is developed.

4.
Last, there is insistence (or aversion) for the brand.

E.
With brand extension, the new product starts at recognition, preference, or insistence.

11-6d    THE USE OF TRADEMARKS
A.
The company determines whether to apply for trademark protection under the Lanham Act (updated by the Trademark Law Revision Act).

1.
Trademark protection grants the exclusive use of a word, name, symbol, combination of letters or numbers, or other devices—such as distinctive packaging—to identify the goods and services of that firm and distinguish them from others for as long as they are marketed.
2.
Trademarks are voluntary.

3.
They require a registration procedure that can be time consuming and expensive.

4.
A global firm must register trademarks in every nation in which it operates.

5.
A trademark must have a distinct meaning, be used in interstate commerce, not be confusingly similar to other trademarks, and not imply attributes a product does not have.

B.
Brands currently fighting to remain exclusive trademarks include L’eggs, Rollerblade, Formica, and Teflon.

C.
When brands become too popular or descriptive of a product category, they run the risk of becoming public property. This occurred for cellophane, aspirin, shredded wheat, cola, linoleum, and light beer.

11-7    PACKAGING
A.
Packaging is the procedure followed in researching, designing, and producing package(s).

B.
A package is a product’s physical container, label, and/or inserts.

1.
A physical container may be a cardboard, metal, plastic, or wooden box; a cellophane, waxpaper, or cloth wrapper; a glass, aluminum, or plastic jar or can; a paper bag; styrofoam; some other material; or a combination of these.

2.
A label indicates the brand name, company logo, ingredients, promotional messages, inventory codes, and/or instructions for use.

3.
Inserts are instructions and safety information or coupons, prizes, or recipe booklets. They are used as appropriate.

C.
About 10 percent of a typical product’s final selling price goes for its packaging. The amount is higher for such products as cosmetics (up to 40 percent).

D.
A complete package redesign of a major product may cost millions of dollars.

E.
Packaging decisions must serve both resellers and consumers. They involve significant coordination with production, logistics, and legal personnel.

F.
Packaging redesign frequently occurs when a firm’s current packaging receives a poor response from channel members and customers or becomes too expensive. An example is provided.

11-7a    BASIC PACKAGING FUNCTIONS
A.
There are six basic packaging functions.

1.
Containment and protection—A product can be shipped, stored, and handled safely and efficiently.

2.
Usage—The product can be easily used and restored.

3.
Communication—Product information and company image are conveyed.

4.
Segmentation—A package can be tailor-made for a specific market group.

5.
Channel cooperation—Channel members’ needs are met.

6.
New-product planning—A new package can be an innovation.

11-7b    FACTORS CONSIDERED IN PACKAGING DECISIONS
A.
These are the twelve key factors to consider in packaging:

1.
Image.

2.
Family packaging.

3.
Standardization (see Figure 11-12).

4.
Costs.

5.
Materials and level of innovation (see Figure 11-13).

6.
Package features.

7.
Size(s), color(s), and shape(s).

8.
Placement, content, size, and prominence of the label.

9. Multiple packaging.

10. Individual wrapping.

11. Preprinted price and inventory control coding.

a. The Universal Product Code (UPC) is a system for coding information onto merchandise. It requires pre-marking with a series of vertical lines, which cannot be read by humans. Inventory data are instantly transmitted to the main computer of the retailer or manufacturer. In the UPC system, human-readable prices must still be marked on the merchandise.

12.
Interrelation with other marketing variables.

11-7c    CRITICISMS OF PACKAGING
A.
Packaging has been criticized and regulated in recent years because of environmental and resource problems, costs, questions about honesty and the confusion caused by inconsistent designations of package sizes, and lack of safety.

B.
Consumers must bear part of the responsibility for the negative aspects of packaging.

1.
Throwaway bottles, which are preferred by consumers, use almost three times the energy of returnable bottles.

2.
Shoplifting adds to packaging costs because firms must add security tags and otherwise alter packages.

C.
In planning their packaging programs, firms need to weigh the short-term and long-term benefits and costs of providing environmentally safer, less confusing, and more tamper-resistant packages.

11-8    THE GLOBAL DIMENSIONS OF PRODUCT PLANNING
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