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Business produets are used directly or indirectly in the operation or manufacturing processes of businesses. They are usually purchased for
the operation of an organization or the production of other products; thus, their purchase is tied to specific zoals and objectives. They too
can be further classified

+ Raw materials are natural products taken from the earth, oceans, and recyeled solid waste. Tron ore, bausite, lumber. cotton, and fruits
and vegetables are examples
Major equipment covers large, expensive items used in production. Examples include earth-moving equipment, stamping machines, and
robotic equipment used on auto assembly lines
« Accessory equipment includes items used for production, office, or management purposes, which usually do ot become part of the final
product. Computers, caleulators, and hand tools are examples
Component parts are finished items, reads to be assembled into the company’s final products. Tires, window elass, batteries. and spark
plugs are component parts of automobiles

Processed materials are things used directly in production or management operations but are not readily identifiable as component
parts. Varnish, for example, is a processed material for a furniture manufacturer.

Supplies include materials that make production, management, and other operations possible, such as paper. pencils, paint, cleaning.

supplies, and so on.
Industrial services include financial, legal, marketing research, security. janitorial, and exterminating services. Purchasers decide

whether to provide these services internally or to acquire them from an outside supplier.

Product Line and Product Mix

Product relationships within an organization are of key importance. A product line is a group of closely related products that are treated as.
a unit because of a similar marketing strategy. At Colgate-Palmolive, for example. the personal-care product line includes deodorant. body
‘wash, bar soap. liquid soap. and toiletries for men. A product mix is all the products offered by an organization. @ Figure 12.3 displays a
sampling of the product mix and product lines of the Colgate-Palmolive Company. Pagc 369
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FIGURE 123 Colgate-Palmolive’s Product Mix and Product Lines
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Product Life Cycle

Like people. products are born, grow, mature, and eventually die. Some products have very long lives. Ivory Soap was introduced in 1579
and still exists (although competition leading to decreased sales may soon put the future of Ivory Soap in question). In contrast, a new
‘computer chip is usually outdated within a year because of technological breakthroughs and rapid changes in the computer industry.
There are four stages in the life cycle of a product: introduction, prowth, maturity. and decline (& Figure 12.4). The stage a product i in
helps determine marketing strategy. In the personal computer industry, desktop computers are in the decline stage, laptop computers have
reached the maturity stage, and tablet computers are currently in the erowth stage of the product life cycle (although erowth has slowed in
recent years). Manufacturers of these products are adopting different advertising and pricing strategies to maintain or increase demand
for these types of computers Peze 30

FIGURE 12.4 The Life Cycle of a Product
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Need help understanding product life cycle? Visit your Connect ebook video tab for a brief animated
explanation.

Tn the introductory stage, consumer awareness and acceptance of the product are limited. sales are zero, and profits are negative. Profits
are negative because the firm has spent money on research, development. and marketing to launch the product. During the introductory
stage, marketers focus on making consumers aware of the product and its benefits. The smartwatch is still in the early stages of the
product development cycle. However, it may quickly jump into the growth stage, with analysts predicting it achieving 12 percent global
market growth by 20201 It is not unusual for technology products to go quickly through the life cycle as the rate of new technology
innovations continues to increase. Consider the work that Energizer has done to provide the first battery made from recyeled batteries

‘Table 12.1 shows some
familiar products at different stages of the product life cycle. Sales accelerate as the product enters the growth stage of the life cycle

and branded as “EcoAdvanced” Innovation of this type is welcomed by consumers and the public at laree.

TABLE 121 Products at Different Stages of the Product Life Cycle

Introduction Growth Maturity Decline
Ultra HD 4K television 3D printers Laptop computer Desktop computers
‘Home assistants Airbnb loding sharing Disney theme parks. Landline phones

Hydrogen fuel automobiles Paleo products Soft drinks Print newspaper
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Tn the growth stage, sales increase rapidiy and profits peak, then start to decline. One reason profits start to decline during the growth
stage is that new companies enter the market, driving prices down and increasing marketing expenses. Drones for both recreational and
business uses are prowing rapidiy and are a good example of a product in the growth stage. During the growth stage. the firm tries to
strengthen its position in the market by emphasizing the product’s benefits and identifying market segments that want these benefits.

Sales continue to increase at the beginning of the maturity stage, but then the sales curve peaks and starts to decline while profits continue
to decline. This stage is characterized by severe competition and heavy expenditures. In the United States, soft drinks have hit the
maturity stage. For example, the seven best-selling soft drinks are Coca-Cola, Diet Coke, Pepsi-Cola, Mountain Dew, Dr. Pepper, Sprite.
and Diet Pepsi. In 2016, Diet Coke passed Pepsi-Cola to move into second place in U.S. soft-drink popularity. This represents a move to
less sugary drinks as consumers have also turned to flavored water, bottled water. and tea. The soft-drink market is highly competitive,

with many alternative products for consumers 12

During the decline stage, sales continue to fall rapidiy. Profits also decline and may even become losses as prices are cutand  page 371
necessary marketing expenditures are made. As profits drop, firms may eliminate certain models or items. To reduce expenses ————
and squeeze out any remaining profits, marketing expenditures may be cut back. even though such cutbacks accelerate the sales decline.
Finally, plans must be made for phasing out the product and introducing new ones to take its place. Consoles for video games are often
phased out and a new one takes its place. Nintendo’s launch of the Switch that has a 6 24nch touchscreen allows taking games on the g0

but required developing a strong lineup of ame titles.™*

At the same time, it should be noted that product stages do not always g0 one way. Some products that have moved to the maturity stage
or tothe decline stage can still rebound through redesign or new uses for the product For example, United Record Pressing LLC is
enjoying the new interest in vinyi records. The company produces 30 to 40 percent of all vinyl records available in stores. This new
interest in vinyl signals a resurgence in the sales of vinyl records to consumers and has created a growth mode for this privately held

‘company—as well as a commitment to the company’s rich musical history, which dates back to 1949 1
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Identifying Products

Branding, packaging, and labeling can be used to identify or distinguish one product from others. As a result, they are key marketing

activities that help position a product appropriately for its target market

Branding. Branding is the process of naming and identifying products. A brand is a name. term. symbol, design, or “Page 372
combination that identifies a product and distinguishes it from other products. Consider that Google, iTunes, and TVoare
brand names that are used to identify entire product categories, much like Xerox has become synonymous with photocopsing and
Kleenex with tissues. Protecting a brand name is important in maintaining a brand identity. The world's 10 most valuable brands are

shown in (3 Table 12.2. The brand name is the part of the brand that can be spoken and consists of letters, words, and numbers—such as
WD-40 lubricant. A brand mark is the part of the brand that is a distinctive design, such as the silver star on the hood of a Mercedes or
MecDonald’s golden arches logo. A trademark s a brand that is registered with the U.S. Patent and Trademark Office and is thus legally
protected from use by any other firm.

TABLE 122 The 10 Most Valuable Brands in the World

Rak  Brand Brand Value (S billion) Brand Value (% change from prior year)
1 Amazon 1508 42
2 Apple 1463 37
3 Google 1209 10
4 Samsung 923 39
5 Facebook 89.7 45
6 AT&T 824 s
7 Microsoft 812 6
s Verizon 628 7
9 Walmart 615 -1
10 1CBC 592 4

Soure: Jessia Trer, The 10 Most Valuabie Brands i the Worl,”Business uside. Fbruary 3, 018, g/ /v businssinsidercom most saluabl brandsinthe worldfor 2018 bran.
finence 20182 (accesed Aprl 20, 008)
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Two major categories of brands are manufacturer brands and private distributor brands. Manufacturer brands are brands initiated and
owned by the manufacturer to identify products from the point of production to the point of purchase. Kelloge's, Sony, and Chevron are
examples Private distributor brands, which may be less expensive than manufacturer brands, are owned and controlled by a wholesaler or
retailer, such as Nice! (Walgreens), Pantry Essentials (Safeway). 365 Everyday Value (Whole Foods). Great Value (Walmart). and Trader
Joe's. The names of private brands do not usually identify their manufacturer. While private-label brands were once considered cheaper
and of poor quality, such as Walmart's OI'Roy dog food, many private-label brands are increasing in quality and image and are competing
with national brands. Even Amazon has noticed the lucrative opportunities of private-label brands. The firm has begun hiring employees

with fashion experience to help develop its own private-abel clothing brand 5 Today. there are private-label brands in nearly every food

and beverage category, and the private-label food and beverage market is expected to grow by nearly 5 percent annually ® Manufacturer
brands are fighting hard against private distributor brands to retain their market share.

Another type of brand that has developed is generic products-products with no brand name at all. They often come in plain simple
packages that carry only the generic name of the product—peanut butter, tomato juice, aspirin, dog food, and so on. They appeal to
consumers who may be willing to sacrifice quality or product consistency to get a lower price. Sales of generic brands have significantly
decreased in recent years, although generic pharmaceuticals are commonly purchased due to their lower prices.

Companies use two basic approaches to branding multiple products. In one, a company ives each product within its complete product
mix its own brand name. Unilever sells many well-known consumer products—Dove, Axe, Knorr, Hellman's, Dermalogica—each
individually branded. This branding policy ensures that the name of one product does not affect the names of others, and different brands
can be targeted at different segments of the same market, increasing the company’s market share (its percentage of the sales for the total
market for a product). Another approach to branding is to develop a family of brands with each of the firm’s products carrying the same
name or at least part of the name. Gillette, Sara Lee. and IBM use this approach. Finally. consumers may react differently to domestic
versus foreign brands. The quality of Chinese brands may be questioned compared to German or U S. brands.

Packaging. The packaging, or external container that holds and describes the product, influences consumers’ attitudes and ~ Page 373
their buying decisions. Surveys have shown that consumers are willing to pay more for certain packaging attributes. For

example. after facing criticism for its cardboard packaging. Kylie Cosmetics released higher-quality plastic eveshadow palettes 7 One of
the attributes includes clearly stated nutrition and ingredient labeling, especially those characteristics indicating whether a product is
organic. gluten free. or environmentally friendly. Recyclable and biodegradable packaging is also popular. 18 It is estimated that

consumers’ eyes linger only 2.5 seconds on each product on an average shopping trip; therefore, product packaging should be desiened to
attract and hold consumers’ attention.

E
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Product characteristics and attrbutes, such as gluten-ree or whole grain, can be included on product packaging to
help differentiate items to customers.

Tyl Mekay Shatterstock.
A package can perform several functions, including protection, economy, convenience, and promotion. IKEA is constantly trying to

investigate new ways for more efficient packaging to save on shipping costs 1° Packaging can also be used to appeal to emotions. For
example, pet food packaging appeals to the emotions of pet owners with illustrations of animals happily running, eating, or looking

serene 20 On the other hand. organizations must also exert caution before changing the designs of highly popular products. For example,
Coca-Cola released a new global design for its products that features the traditional red as the main color. The “one brand” strategy is to
create a unified global presence for its flagship soda

Labeling. Labeling, the presentation of important information on the package, is closely associated with packaging. The content of a
label, often required by law, may include ingredients or content, nutrition facts (calories, fat, etc.). care instructions, suggestions for use
(such as recipes). the manufacturer's address and tollfree number. website, and other useful information. This information can have a
strong impact on sales. The labels of many products, particularly food and drugs, must carry warnings, instructions, certifications, or
manufacturers' identifications.

Product Quality. Quality reflects the degree to which a good, service, or idea meets the demands and requirements of customers. Quality
products are often referred to as reliable, durable, easily maintained. easily used. a good value, or a trusted brand name. The level of
quality is the amount of quality that a product possesses, and the consistency of quality depends on the product maintaining the same
level of quality over time

Quality of service is difficult to pauge because it depends on customers’ perceptions of how well the service meets or exceeds  page 374
their expectations. In other words, service quality is judged by consumers, not the service providers. For this reason, it is quite

common for perceptions of quality to fluctuate from year to vear. For instance, Volkswagen suffered significant reputational and financial
impact from its emissions scandal with attempting to cover up the actual emissions impact of its diesel vehicles. VW faced buybacks,
repairs, and financial settlements with defrauded customers
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Consumers expect quality projects and truthful and transparent information 21 A bank may define service quality as employing friendly
and knowledgeable employees, but the bank's customers may be more concerned with waiting time, ATM access, security, and statement
accuracy. Similarly, an airline traveler considers onime arrival, on-board Internet or TV connections, and satisfaction with the ticketing
and boarding process. The American Customer Satisfaction Index produces customer satisfaction scores for 10 economic sectors, 44
industries. and more than 300 companies. The latest results show that overall customer satisfaction was 76.7 (out of a possible 100). with
2

increases in some industries balancing out drops in others 2
popular personal care and cleaning product companies.

‘Table 12.3 shows the customer satisfaction rankings of some of the most

TABLE 123 Personal Care and Cleaning Products Customer Satisfaction Ratings

Company. Score
Clorox 84
Dial 53
Procter & Gamble 82
Colpate-Palmolive 81
Unilever 81
Johnson & Johnson 81

Source. merisan Customer Satfaction Inde. Banchmarks by Iy ol Care and Cleaning Prduces” 201, g thesesors/inde phploption=om_contenséioncrtile
B8 it~ o228 =Personl Cre*and+Cleaning Prodacts (sccssed ol 2, 006).

‘The quality of services provided by businesses on the Internet can be gauged by consumers on such sites as ConsumerReports.org and
BBBOline. The subscription service offered by ConsumerReports.org provides consumers with a view of digital marketing sites’ business,
security. and privacy policies, while BBBOline is dedicated to promating responsibility online. As consumers join in by posting business
and product reviews on the Internet on sites such as Yelp, the public can often get a much better idea of the quality of certain poods and

services. Quality can also be associated with where the product is made. For example, “Made in USA” labeling can be perceived as having
a different value and quality. This includes strict laws on how much of a product can be made outside of the United States to still qualify
for the “Made in USA” label. There are differences in the perception of quality and value between U.S. consumers and Europeans when

‘comparing products made in the United States, Japan, Korea, and China 2 Chinese brands are usually perceived as lower quality, while
Tapanese and Korean products are perceived as being of higher quality. However, China is trying to change consumer perceptions of its

low brand quality. The increase in middle and upper classes in China has stimulated a rise in Chinese-branded luxury goods 24 Page 375
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Entrepreneurship in Action

FarmLinks: The Ultimate Alabama Resort
FarmLinks

Founders: Jimmy and David Pursell
Founded: 2003, in Sylacauga, Alabama

Success: Ranked by Golfiveek as the number-one public goif course in Alabama, FarmLinks is a unique
demonstration/education goif course that attracts accomplished golfers from across the nation.

FarmLinks started out as a marketing strategy for fertilizer. It was launched when Jimmy Pursell and his son decided to
create a demonstration/education golf course on their family farm to promote their fertiizer, a coated time-release
formula used for golf courses, agriculture, and consumer home lawn and garden care.

What started as a marketing strategy grew into a much larger business. Today, Purcell Farms s a family resort targeting
everyone from golfers to businesspeople to engaged couples. Its location one hour from Birmingham and a few hours
from Atlanta gives it a strategic advantage, and the Pursells price their resort services competitively against other
hotels offering fewer services. Among the resort's many features is top-class dining; a 40-room inn; a shooting range;
tours of the farm; and FarmLinks, its 7.444-yard championship golf course. FarmLinks draws in accomplished golfers
with its challenging courses, such as its 615-yard 18th hole. The resort is a popular venue for conferences, company
retreats, and weddings.

While FarmLinks engages in some advertising, its promotion mainly comes from its website, word-of-mouth marketing,
social networking, and personal contacts. lts promotional strategy and stellar reputation seem to be working. The golf
course alone was ranked as the number-one public golf course in Alabama by Golfiweek and one of the top courses in

the nation by Golf Digest25

Critical Thinking Questions

1. How does FarmLinks use the marketing mix?

2. How does FarmLinks’ location provide it with a strategic advantage?

3. Why might word-of-mouth marketing be more effective for FarmLinks as a promotional tool over advertising?
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Product Strategy

LO 121

Describe the role of product in the marketing mix, including how products are developed, classified, and identified.

As mentioned previously, the term product refers to goods. services, and ideas. Because the product is often the most visible of the
marketing mix dimensions. managing product decisions is crucial. In this section, we'll consider product development, classification.

life cycle, and identification

Developing New Products
Each year. thousands of products are introduced, but few of them succeed. Even established firms launch unsuccessful Page 365

products. For example. Mini Cooper discontinued its Coupe and Roadster models after overexpanding its product lines 3

igure 12.1 shows the different steps in the product development process. Before introducing a new product, a business must follow a
multistep process: idea development, the screening of new ideas, business analysis, product development, test marketing, and
commercialization. A firm can take considerable time to get a product ready for the market: It took more than 20 years for the first
photocopier, for example. Additionally, sometimes an idea or product prototype might be shelved only to be returned to later. Former
Apple CEO Steve Jobs admitted that the iPad actually came before the iPhone in the product development process. Once it was realized
that the scrolling mechanism he was thinking of using could be used to develop a phone, the iPad idea was placed on a shelf for the time.

being. Apple later returned to develop the product and released the iPad in 20104
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FIGURE 121 Product Development Process.

Commercialization

Idea Development. New ideas can come from marketing research, engineers, and outside sources such as advertising agencies Page 366
and management consultants. Nike has a separate division-Nike Sport Research Lab—where scientists, athletes, engineers, and

designers work together to develop technology of the future. The teams research ideas in biomechanics, perception. athletic performance,
and physiology to create unique, relevant. and innovative products. These final products are tested in environmental chambers with real

athletes to ensure functionality and quality before being introduced into the market % As we said in the “CustomerDriven Marketing™
chapter, ideas sometimes come from customers, too. Other sources are brainstorming and intracompany incentives or rewards for sood
ideas. New ideas can even create a company. When Jeff Bezos came up with the idea to sell books over the Internet in 1992, he had no
idea it would evolve into the world's largest online retailer. After failing to convinee his boss of the value of his idea, Bezos left to start

Amazon”

J
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Mayfiela Robotics developed Kuri,a home assistant robot. The icea for Kuri came from Kailen Hiao and Sarah

‘Osentoski, who originally set out o create a home security robot

SZCHEKuri Supplied by WENN)Newscom
New Idea Screening. The next step in developing a new product is idea screening. In this phase, a marketing manager should look at the
organization’s resources and objectives and assess the firm’s ability to produce and market the product. Important aspects to be
considered at this stage are consumer desires; the competition; technological changes; social trends: and political, economic, and
environmental considerations. Basically, there are two reasons new products succeed: They are able to meet a need or solve a problem
better than products already available, or they add variety to the product selection currently on the market. Bringing together a team of
knowledgeable people—including designers, engineers, marketers, and customers—is a great way to screen ideas. Us
encourage collaboration represents a rich opportunity for marketers to screen ideas. Most new-product ideas are rejected during screening

ng the Internet to

because they seem inappropriate or impractical for the organization.

Business Analysis. Business analysis is a basic assessment of a product’s compatibility in the marketplace and its potential profitability.
Both the size of the market and competing products are often studied at this point. The most important question relates to market
demand: How will the product affect the firm’s sales, costs. and profits?
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Product Development. If a product survives the first three steps it is developed into a prototype that should reveal the intangible m
attributes it possesses as perceived by the consumer. Product development s often expensive, and few product ideas make it to this stage.

New product research and development costs vary. Adding a new color to an existing item may cost $100,000 to $200.000, but launching

a completely new product can cost millions of dollars. During product development, various elements of the marketing mix must be

developed for testing. Copyrights. tentative advertising copy. packaging. labeling, and descriptions of a target market are integrated to

develop an overall marketing strategy.

Test Marketing. Test marketing is a trial minilaunch of a product in limited areas that represent the potential market. It allows a complete
test of the marketing strategy in a natural environment, giving the orzanization an opportunity to discover weaknesses and eliminate them
before the product is fully launched. Mamma Chia test marketed one of its products in Portland through a company known as
SamplingLab. SamplingLab provides free samples for consumers in a retail environment, acting as a type of focus eroup. In exchange for
free samples, consumers fill out surveys about their perceptions of the products.® Because test marketing requires significant resources
Figure 12.2 shows a sample

and expertise, market research companies like ACNielsen can assist firms in test marketing their products
of test markets that marketing research firms often use to test products to predict how successful they might be on a nationwide scale.

Page 367
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FIGURE 12.2 Common Test Market Cities

Market Decisions

= Permanent Test Markets
(“Data Markets”)

* Additional “Custom” Test Markets

Source:The Nietzzn Company

DID YOU KNOW?
Less than 20 percent of new products succeed in the marketplace. The success rate for consumer goods is about 51
percent.'®
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Commercialization. Comercialization is the full introduction of a complete marketing strategy and the launch of the product for
commercial success. During commercialization, the firm gears up for fullscale production, distribution, and promotion. Firms such as
‘AquAdvantage Salmon are getting ready to release genetically modified salmon into the market. The Food and Drug Administration has
approved the salmon as fit for consumption. Federal approval is one major step for AquAdvantage in its plans for laree-scale
commercialization. However, even with federal regulatory approval, AquAdvantage may face hurdles because of consumer and

environmental groups®

Classifying Products

Products are usually classified as either consumer products or industrial products. Consumer products are for household or family use:
they are not intended for any purpose other than daily living. They can be further classified as convenience products, shopping products,
and specialty products on the basis of consumers’ buying behavior and intentions.

The Museum of Failure in Los Angeles is the largest collection of failed
products and services such as Colgate Beef Lasagna, which was originally
launched in the 1980s.

<ROBYN BECKARP Gaty Imsges

« Comvenience prodicts, such as beverages. granola bars, gasoline, and batteries. are bought frequently, without a lengthy “Page 365
search, and often for immediate consumption. Consumers spend virtually no time planning where to purchase these I
products and usually accept whatever brand is available.

« Shopping products, such as computers, smartphones. clothing, and sporting goods. are purchased after the consumer has compared
competitive products and “shopped around.” Price, product features, quality. style, service, and image all influence the decision to buy.

« Specialty products, such as motoreycles, designer clothing. art, and rock concerts, require even greater research and shopping effort
Consumers know what they want and go out of their way to find it; they are not willing to accept a substitute.

M




