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PRODUCT AND SERVICE STRATEGIES 

LEARNING MODULES CHAPTER ELEVEN

We now begin Part 4, Product Decisions consisting of Chapters 11 and 12.  We have discussed how marketers conduct research to determine unfilled needs in their markets, how customers behave during the purchasing process, and how firms expand their horizons overseas.   Now our attention shifts to a company’s marketing mix, the blend of four elements of a marketing strategy—product, distribution, promotion, and price—the 4 P’s.  

Having already done an analysis and selection of a particular target market (in Chapter 9), Chapter 11 focuses on how firms select and develop the goods and services they offer, starting with planning which products to offer.  We discuss basic concepts—product classifications, development of product lines, the product life cycle, and extending the product life cycle—that marketers apply in developing successful products.  Marketers then develop strategies to promote both tangible goods and intangible services.  



 WHAT IS A PRODUCT?    Module 11.1

At first, you might think of a product as an object you hold in your hand.   But that doesn’t take into account the idea of a service as a product.  Nor does it consider the idea of what the product is used for.  So a television is more than a box with a screen and a remote control.  It’s really a means of providing entertainment—your favorite movies, news programs, or reality shows.  Marketers realize that people buy want satisfaction rather than objects.  If you are entertained by watching TV, then your wants are satisfied.  If, however, you don’t like the programming offered, you may think about changing your cable service or purchasing satellite service.  Each of these services is a product.

Marketers think in terms of a product as a compilation of package design and labeling, brand name, price, availability, warranty, reputation, image, and customer-service activities that add value for the customer.  (Note:  these are areas of importance in studying product strategy.)  We define a product as a bundle of physical, service, and symbolic attributes designed to satisfy a customer’s needs and wants.  

Examples of products—
· Yahoo.com

· Dinner at Texas Roadhouse

· eBay

· Starbucks

· Neutrogena shampoo

· Chiropractor office

· Ski resort

· Shoes from Dillard’s

· H&R Block tax preparation

· Caribbean luxury cruise

· Monster.com

Classify a broad number of “things” as products—

In a general sense of the term, a product can consist of a number of “things”. 
· Goods:  Tangible items ranging from canned food to fighter jets, from sports memorabilia to used clothing.

· Services:  intangible products consisting of acts or deeds directed towards people or their possessions.  Banks, hospitals, lawyers, package delivery companies, airlines, hotels, repair technicians, nannies, housekeepers, consultants, and taxi drivers.

· Ideas:  platforms or issues aimed at promoting a benefit for the customer.  Examples, cause-related or charitable organizations such as the Red Cross, SPP, MADD.

· Information:  Web sites, magazine and book publishers, schools and universities, research firms, churches, and charitable organizations.

· Digital Products:  software, music, and movies.  Digital products are interesting because content producers grant customers a license to use them, rather than outright ownership.

· People:  athletes, celebrities, politicians, actors, professional speakers, and news reporters engage in people marketing.

· Places:  particular destinations such as cities, states, and nations

· Experiences and Events:  bring together a combination of goods, services, ideas, information, or people to create one-of-a-kind experiences or single events.  Examples, theme parks (Disney World and Universal Studios), athletic events (Olympics or the Super Bowl) or musical performances (Chicago or a concert by Madonna). 

· Real or Financial Property:  stocks, bonds, and real estate.
· Organizations:  virtually all organizations strive to create favorable images with the public.  In this sense, General Electric is no different than the United Way:  both seek to enhance their images in order to attract more people (customers, volunteers, and clients) and money (sales, profit, and donations).


WHAT ARE GOODS AND SERVICES?   Module 11.2

Goods—









       tangible products that customers can see, hear, smell, taste, or touch like a television set.

Services—                                                                                                                                    intangible products (or tasks) that satisfy the needs of consumer and business users.  Services don’t have physical features that buyers can see, hear, smell, taste, or touch prior to purchase in most cases.

Figure 11.1                                                                                                              The Goods-Services Continuum

	Pure Good
	Mix of Goods & Services
	Pure Service

	Example, Car

Good:  Tangible product that customers can see, hear, smell, taste, or touch.  The dealer may also offer repair and maintenance services,  or include the services in the price of a lease.  The customer values the repair service less than the car itself.
	Example, Dinner at an exclusive restaurant.

It combines the physical, tangible goods of exquisitely prepared food and an extensive selection of wine with the intangible services of experienced wait staff, elegant surroundings.
	Example, Hair styling salon

Provides the intangible pure services of haircuts and tinting, manicures and pedicures, massages, waxing, as well as airbrush tanning.  But also may sell high-end personal-care products, candles, or aromatherapy products.  The salon’s customers, though, value the care products less than the quality of the services that improve their appearances.


Features of Services—






           Services can be distinguished from goods in several ways.  Texas College can also be used as an example.

1.  Services are intangible:  Services don’t have physical features that buyers can see, hear, smell, taste, or touch prior to purchase in most cases.

2.  Services are inseparable from the service providers:  Consumer perceptions of a service provider become their perceptions of the service itself.

3.  Services are perishable:  Providers of a service can’t maintain inventories of their services, for example, when a hotel room or airline seat is empty for a particular night or a certain flight, the provider’s revenue streams can’t be recaptured—it’s water over the damn. 

4.  Companies cannot easily standardize services: The services will differ from one to the other, for example, the same meal may be hot-warm-cold; or you may receive your meal on time or late.  Menus might vary from one franchise to the other.  A chef will have his good and bad days. In short, the quality will vary from time to time. 
5.  Buyers often play important roles in the creation and distribution of services:  Service transactions frequently require interaction between buyer and seller at the production and distribution stages.  Some restaurant chains may attempt to standardize the service to meet customers’ expectations, other restaurants strive to customize, involving consumers in decisions about how food is prepared or presented—which is a service in itself.

6.  Service quality shows wide variations:  The Texas Roadhouse and your local Pizza Hut are both restaurants.  Their customers, however, experience considerably different cuisine, physical surroundings, service standards, and prices. 



IMPORTANCE OF THE SERVICE SECTOR    Module 11.3 

Life would be different as we know it without service firms to fill our needs.   You could not place a phone call, log on to the Internet, flip a switch for electricity or even take a college course if organizations did not provide such services.  During an average day, you probably use many services without much thought, but these products play an integral role in your life.  

Two of fortune’s top 10 U.S. companies are pure service firms—Southwest Airlines and Federal Express.  But the other eight firms provide highly regarded services in conjunction with the goods they sell—Wal-Mart, Berkshire Hathaway, General Electric, Dell, Microsoft, Johnson & Johnson, Starbucks, and IBM.
How big is the U.S. service sector?                                                                                It now makes up more than two-thirds of the economy.  Of the 16 million people who work in professional and business services, 1 of every 20 are U.S. employees, and 1 in 10 represent all businesses.

Several reasons for the growing importance of services— 


           1) consumer desire for speed and convenience and technological advances that allow firms to 

fulfill this demand.  For example, wireless communications, data backup and storage, and even meal preparation for busy families are on the rise.

2) Consumers are also looking to advisors to help plan for a financially secure future and insurance to protect their homes and families. 





          3) The growth potential of service transactions represents a vast marketing opportunity.  Providing superior service is one way to develop long-term customer relationships and compete more effectively, for example, one-to-one marketing and relationship marketing. 



CLASSIFYING GOODS AND SERVICES FOR CONSUMER AND BUSINESS MARKETS     Module 11.4

Product strategies differ for consumer and business markets.  Consumer products (called B2C products) are those destined for use by ultimate consumers.  Business products or B2B products (also called industrial or organizational products) contribute directly or indirectly to the output of other products for resale.

Some products fall into both categories.  A case in point is prescription drugs.  Traditionally, pharmaceutical companies marketed prescription drugs to doctors, who then make the purchase decision for their patients by writing the prescription.  Thus, the medications could be classified as a business product.  However, many drug companies now advertise their products in consumer-oriented media, including magazines and television or as consumer products.  

Types of Consumer Products—






        the most widely used product classification system focuses on buyer’s perception of a need for the product and their buying behavior. The most common classification scheme divides consumer goods and services into three groups based on customers’ buying behavior:  convenience, shopping and specialty.  Figure 11.5 illustrates samples of these three categories. 

Since consumers devote little effort to convenience product purchase decisions, marketers must strive to make these exchanges as simple as possible.  Marketers compete vigorously for prime locations, which can make all the difference between a consumer choosing one gas station, vending machine, or dry cleaner over another.

In addition, location within a store is critically important, which is why manufacturers fight so hard for the right spot on supermarket shelves.  Typically, the larger and more popular company brands such as Sara Lee, Kellogg, and General Mills get the most visible spots.  Kraft Foods has 8 to 10 special displays in many supermarkets.  Brands like Miracle Whip, Ritz crackers, Philadelphia cream cheese, Kool-Aid, and Oreo cookies all belong to Kraft—and enjoy prime shelf space.  

Companies pay slotting allowances, or slotting fees, to retailers to guarantee display of their merchandise.  It is a way of allocating prime shelf space.  A typical slotting allowance for one product in a single supermarket can run anywhere from $2,300 to $21,770.  A nationwide roll-out for a new product can cost a manufacturer as much as $1.5 to $2 million in slotting fees.  The Federal Trade commission (FTC) estimates that each year more than $9 billion is paid in slotting fees for new products.

Figure 11.5                                                                                                                             Classification of Consumer Products

	Convenience Products
·   Refer to goods and services that consumers want to purchase frequently, immediately, and

       with minimal effort.  They can be broken down into three categories:

· Impulse goods and services:  car wash, pack of gum, magazines, disposable camera, snack foods (purchased on the spur of the moment)

· Staples:  gasoline, toothpaste, dry-cleaning, milk, eggs (constantly replenish to maintain a ready inventory)

· Emergency Items:  snow-blower, hospital emergency room visit, dentist visit, plumbing repair, asthma inhalers, insulin, long-term-care insurance and funeral services (unexpected and urgent needs—Unsought products)

	Shopping Products

· Purchase only after comparing competing offerings on such characteristics as price, quality, style and color.

· Typically cost more than convenience goods.

· Several important features distinguish shopping products:  physical attributes, service attributes such as warranties and after-sale service terms, prices, styling, and places of purchase.

· A store’s name and reputation have considerable influence on people’s buying behavior.

· Homogeneous products:  because one brand seems largely the same as another, such as with refrigerators and washing machines

· Heterogeneous products:  because of basic differences among them in features, perceptions of style, color and fit can all affect consumer choices.  Examples include:  furniture, physical-fitness training, vacations, and clothing.

	Specialty Products

· Offer unique characteristics that cause buyers to prize those particular brands

· Typically carry high prices, and may represent well-known brands

· Examples:  Hermes scarves, Gucci leather goods, Ritz-Carlton resorts, Tiffany jewelry, Lexus etc.

· Purchasers know exactly what they want, and are willing to pay accordingly.  

· Purchasers begin shopping with complete information, and refuse to accept substitutes.

· Highly personalized service by sales associates and image advertising help marketers promote specialty items.  

· Since these products are available in few retail outlets, advertisements frequently list their locations or give toll-free telephone numbers. 


Classifying consumer services—






        like tangible goods, services are also classified based on the convenience, shopping, and specialty products categories.  Service firms may serve consumer markets, business markets, or both.  A firm offering architectural services may design either residential or commercial buildings or both.  A cleaning service may clean houses, offices, or both.  

In addition, services can be classified as equipment based or people based.  A car wash is an equipment-based service, whereas a law office is people base.  

Marketers may ask themselves any of these five questions to help classify certain services:

1) What is the nature of the service?

2) What type of relationship does the service organization have with its customers?

3) How much flexibility is there for customization and judgment on the part of the service provider?

4) Do demand and supply for the service fluctuate?

5) How is the service delivered?

A marketer attempting to classify the activities of a boarding kennel would answer these questions in one way; a marketer evaluating a lawn care service would come up with different answers.  For example, customers would bring their pets to the kennel to receive service, while the lawn care staff would travel to customers’ homes to provide service.  Workers at the kennel are likely to have closer interpersonal relationships with pet owners—and their pets—than lawn care workers, who might not meet their customers at all.  A marketer assessing demand for the services of a ski resort or a food concession at the beach is likely to find fluctuations by season.  And a dentist has flexibility in making decisions about a patient’s care, whereas a delivery service must arrive with a package at the correct destination, on time.

Applying the consumer products classification system—


        the three-way classification system of convenience, shopping, and specialty goods and services helps to guide marketers in developing a successful marketing strategy.  Buyer behavior patterns differ for the three types of purchases.  For example, classifying a new food item as a convenience product leads to insights about marketing needs in branding, promotion, pricing, and distribution decisions.  Table 11.1 summarizes the impact of this classification system on the development of an effective marketing mix.

Table 11.1                                                                                                                                Marketing Impact of the Consumer Products Classification System

	
	Convenience Products
	Shopping Products
	Specialty Products

	Consumer Factors
	
	
	

	1. Planning time involved in

     purchase

2.  Purchase frequency 

3.  Importance of convenient

     location

4.  Comparison of price and

     quality


	Very little

Frequent

Critical

Very little


	Considerable

Less frequent

Important

Considerable
	Extensive

Infrequent

Unimportant

Very Little

	Marketing Mix Factors
	
	
	

	1.  Price

2.  Importance of seller’s 

     image

3.  Distribution channel     

     length

4.  Number sales outlets

5.  Promotion
	Low

Unimportant

Long

Many

Advertising and promotion by producer
	Relatively high

Very important

Relatively short

Few

Personal selling and advertising by both producer and retailer
	High

Important

Very short

Very few; often one per market area

Personal selling and advertising by both producer and retailer


The classification system, however, does pose a few problems.  First, all goods and services do not necessarily fit neatly into one category.  Some fit neatly into one category, but others hare characteristics of more than one category.  

For example, how would you classify the purchase of a new automobile?  Let’s assume the new car is handled by a few exclusive dealers in the area as a specialty product.   But new car buyers often shop extensively among competing models and dealers before deciding on the best deal—a shopping good.  Think of the categorization process in terms of a continuum representing degrees of effort expended by consumers.  At the one end of the continuum, they casually pick up convenience items; at the other end, they search extensively for specialty products.  Shopping products fall between these extremes.  On this continuum, the new car purchase might appear between the categories of shopping and specialty products but closer to specialty products.

A second problem with the classification system emerges because consumers differ in their buying patterns.  One person may make an emergency visit to the dentist because of a toothache (a convenient good—impulse purchase), while another may extensively compare prices and office hours before selecting a dentist (a shopping good).  Marketers classify goods and services by considering the purchase patterns of the majority buyers.
Types of Business Products—





                        The classification system for business products emphasizes product uses rather than customer buying behavior.  B2B products generally fall into one of six categories for product uses:  installations, accessory equipment, component parts and materials, raw materials, supplies, and business services.  Figure 11.8 illustrates the six types of business products.  (Note:  this is an important figure, study it carefully and learn it.  Choose some examples and see if you can correctly classify them.)

Figure 11.8                                                                                                                             Classification of Business Products

	Installations

· Major capital investments for new factories and heavy machinery and for telecommunications systems.

· Since installations last for long periods of time and their purchases involve large sums of money, they represent major decisions for organizations.  Example:  new Boeing 7E7 Dreamliner airplanes for all Nippon Airways

	Accessory Equipment

· Capital items that typically cost less and last for shorter periods than installations.

· Price may significantly affect these decisions.   Examples, Canon copiers, Steelcase office equipment, T-mobile cell phones, desktop computers, notebook PC.

	Component Parts

· Represent finished business products of one producer that become part of the final products of another producer.

· Examples:  Engine parts, seats, car stereo equipment, tires and rims; textiles, paper pulp, and chemicals

	Raw Materials 

· These products resemble component parts and materials in they become part of the buyers’ final product, only nature given resources
· Examples:  Farm products (beef, cotton, eggs, milk, poultry, corn), natural products (coal, copper, iron ore, and lumber)

	Supplies

·   Constitute the regular expenses that a firm incurs in its daily operations.

·   These expenses don’t become part of the buyer’s final products.

·   MRO items:

1)  Maintenance items:  brooms, filters, and lightbulbs

2)  Repair items:  nuts and bolts, tools

Operating          3)  Operating supplies:  paper, post-it notes, pencils, paper clips

	Business Services

·   Includes the intangible products that firms buy to facilitate their production and operating  

     processes.

·   Examples:  financial services, leasing and rental services, insurance, security, legal advice, 

     and consulting

·   Organizations also purchase many adjunct services that assist their operations but are not 

     essentially a part of the final product.

·   Example:  Polycom’s videoconferencing and collaboration solutions; full-service and limited-
      service research. 



The marketing impact of the business products classification system can be understood by examining Table 11.2 in terms of some organizational factors and the marketing mix factors.  Study it carefully and learn it. 

Table 11.2                                                                                                  Marketing Impact of the Business Products Classification System

	FACTOR
	Installations
	Accessory

Equipment
	Component Parts and materials
	Raw 

Materials
	Supplies
	Business

Services

	Organizational 

Factors
	
	
	
	
	
	

	Planning time

Purchase frequency

Comparison of price 

   and quality


	Extensive

Infrequent

Quality very important


	Less extensive

More frequent

Quality and price important
	Less extensive

Frequent

Quality important
	Varies 

Infrequent

Quality important
	Very little

Frequent

Price important
	Varies

Varies

Varies

	Marketing Mix

Factors
	
	
	
	
	
	

	Price

Distribution channel

   length

Promotion method
	High

Very short

Personal selling by producer
	Relatively high

Relatively short

Advertising
	Low to high

Short

Personal selling
	Low to high

Short 

Personal selling
	Low

Long

Advertising by producer
	Varies

Varies

Varies




QUALTIY AS A PRODUCT STRATEGY   Module 11.5

No matter how a product is classified, nothing is more frustrating to a customer than having a new item break after just a few uses or having it not live up to expectations.  The cell phone that hisses static at you unless you stand still or the seam that rips out of your new jacket aren’t life-altering experiences, but they do leave an impression of poor quality that likely will lead you to make different purchases in the future.  Then there’s the issue of service quality—the department store that seems to have no sales-people or the computer help line that leaves you on hold for 20 minutes.

Quality is a key component to a firm’s success in a competitive marketplace.  Company’s that are motivated around improving quality continually strive to improve products and work processes with the goal of achieving customer satisfaction and world-class performance.  This is called Total Quality Management.  Quality is understood by its quality dimensions—both product and service quality dimensions.

Eight Product Quality Dimensions—

1.  Performance:  refers to the efficiency with which a product achieves its intended purpose.  Examples include:  return on a mutual fund investment, fuel efficiency of an automobile, or the acoustic range of a pair of stereo speakers.  Better performance = better quality generally.

2.  Features: attributes of a product that supplement the product’s basic performance.  Examples include:  “bells and whistles” such as surround sound, HDTV capability, plasma, and size.  A full-line TV retail store may carry TV’s priced from $200 to $12,000.  This range represents a 6000% price premium for additional features!

3.  Reliability:  the propensity for a product to perform consistently over its useful design life.  Example: a product is considered reliable if the chance that it will fail during its designed life is very low.  If a refrigerator has a 2% chance of failure in a useful life of 10 years, we say that it is 98% reliable.

4.  Conformance:  when a product is designed, certain numeric dimensions for the product’s performance will be established, such as capacity, speed, size, durability, or the like.  These numeric product dimensions are referred to as specifications.  The number of ounces of pulp allowed in a half-gallon container of “pulp free” orange juice is one example.  Specifications typically are allowed to vary a small amount called a tolerance.  If a particular dimension of a product is within the allowable range of tolerance of the specification, it conforms.

5.  Durability:  the degree to which a product tolerates stress or trauma without failing.  Example, a light bulb isn’t very durable.  Light bulbs are damaged easily and cannot be repaired.  In contrast, a trash can is a very durable product that can be subjected to much wear and tear.

6.  Serviceability:  the ease of repair for a product.  A product is very serviceable if it can be repaired easily and cheaply.  May products require service by a technician, such as the technician who repairs your PC.  If this service is rapid, courteous, easy to acquire, and competent, then the product generally is considered to have good serviceability.

7.  Aesthetics: subjective sensory characteristics such as taste, feel, sound, look, and smell.  Although vinyl interiors in automobiles require less maintenance, are less expensive, and are more durable, leather interiors generally are considered more aesthetically pleasing.  In terms of aesthetics, we measure quality as the degree to which product attributes are matched to consumer preferences. 

8.  Perceived quality:  based on customer opinion—quality is as the customer perceives it.  Customers imbue products and services with their understanding of their goodness.  This is perceived quality.  We can witness an example of the effect of perceived quality every year in college football polls that rank teams.  In many cases, the rankings are based on past records, team recognition, tradition of the university, and other factors that are generally poor indicators of team quality on a given Saturday.  In the same way that these factors affect sportswriters’ perceptions, factors such as brand image, brand recognition, amount of advertising, and word of mouth can affect consumers’ perceptions.

Five Service Quality Dimensions—
1.  Tangibles:  includes the physical appearance of the service facility, the equipment, the personnel, and the communication materials.  Example, a hotel with yellowed linens will be rated low for quality.  Hair salons catering to an elite clientele might invest in ambient lighting and employ only well-dress hairstylists.  That the hairstylist is dressed will does not affect the service being provided; however, clients believe that their hair will be better styled by someone who is dressed stylishly.

2.  Service reliability:  differs from product reliability in that it relates to the ability of the service provider to perform the promised service dependably and accurately.  Example, a firm might hire a consultant based on reputation alone.  If the consultant delivers what the customer wants, then the customer will be satisfied and pay the consultancy fee.  If the consultant delivers something other than what the customer expects, the customer will not pay the consultancy fee.

3.  Responsiveness:  the willingness of the service provider to be helpful and prompt in providing service.  When you last called your bank for service, how long did it take for a response?  Were your problems taken care of quickly, or did you have to pay for a toll call while you listened to “elevator music” for an hour?  Does your service provider always respond to you within three rings of the phone—without forwarding your call to another location? 

4.  Assurance:  refers to the knowledge and courtesy of employees and their ability to inspire trust and confidence.  If you needed heart surgery, you probably would not opt for a doctor who appeared forgetful and disorganized during an office consultation.  Rather, you would want assurance that the doctor is competent.

5.  Empathy:  the customer desires caring, individualized attention from the service firm.  A maxim in the restaurant industry is that “if you are in it for the money, you probably won’t survive.”  A restaurant where the employees are constantly focused on efficiency will not give the customers the feeling that their needs are important.  Therefore, no empathy will be shared, and restaurant employees will not adequately provide service that will make customers want to return again and again.

6.  Other dimensions of service quality, such as availability, professionalism, timeliness, completeness, and pleasantness.



DEVELOPMENT OF PRODUCT LINES   Module 11.6
Few firms today market only one product.  A typical firm offers its customers a product line—that is, a series of related products.  Yum! Brands concentrates its business in the casual dining and take-out restaurant industry.  It is subdivided into five highly recognized restaurants, or product lines:  Kentucky Fried Chicken (chicken),  Long John Silver’s (seafood), Pizza Hut (pizza), Taco Bell (Mexican), and A&W Root Beer (root beer and hamburgers).

The motivations for marketing complete product lines rather than concentrating on a single product include:

1) Desire to grow—








           a company limits its growth potential when it concentrates on a single product, even though the company may have started that way, as retailer L.L. Bean did with its single style of work boots called Maine Hunting shoes.  Now the company sells a complete line of work boots for men, women, and children, not to mention other types of boots, along with apparel, outdoor and travel gear, home furnishings and even products for pets.

L.L. Bean has grown into a large mail-order and online retailer with a flagship store in Freeport, Maine, and is now nearly a century old.

2) Enhancing the company’s position in the market—


           a company with a line of products often makes itself more important to both consumers and marketing intermediaries than a firm with only one product.  A shopper who purchases a tent often buys related camping items.  For instance, L.L. Bean now offers a wide range of products so that consumers can completely outfit themselves for out-door activities or travel.  They can purchase hiking boots, sleeping bags and tents, fishing gear, duffel bags, kayaks and canoes, snowshoes and skis, as well as clothing for their adventures.  In addition, the firm offers its Outdoor Discovery Schools programs, which teach customers the basics of kayaking, fly-fishing, and other sports directly related to the products they purchase from L.L. Bean.  Few would know about Bean if the company only sold its original boots.  
3) Optimal use of company resources—




          by spreading the costs of its operations over a series of products, a firm may reduce the average production and marketing costs of each product.  Hospitals have taken advantage of idle facilities by adding a variety of outreach services.  Many now operate health and fitness centers that, besides generating profits themselves, also feed customers into other hospital services.  For example, a blood pressure check at the fitness center might result in a referral to a staff- physician.



THE PRODUCT MIX   Module 11.7
A company’s product mix is the assortment of product lines and individual product offerings that the company sells.  The right blend of product lines and individual products allows a firm to maximize sales opportunities within the limitations of its resources.  Marketers typically measure product mixes according to width, length, and depth as shown in Table 11.4. 

Table 11.4                                                                                                        Product Lines and Product Mixes at Gillette

Product Mix Width (Variety)

	Product

Mix

Depth

(Assortment)

	Shaving

__________

Wet Shaving 

Men

Mach3

Mach3Turbo

Sensor 

Sensor Excel

Atra

Trac II

Sensor3

Custom Plus

Good News

Women

Venus

Sensor

Sensor Excel

Sensor3

Agility

Daisy
Dry Shaving

Men

Braun Syncro

    System

Women

Braun Silk-epil


	Personal Care

_____________

Shaving Gels and Foams

Gillette Series

Satin Care

Antiperspirants

Gillette Series
Right Guard

Soft & Dri

Dry Idea
	Duracell Batteries_____
General Use Batteries

Copper Top

Ultra

Prismatics

Specialty Batteries

Photo

Hearing Aid

Camcorder

Watch

Electronics

Home medical
	Oral B

_____________

Manual Toothbrushes

Advantage

Indicator

CrossAction Stages

Power Toothbrushes

3D Excel

#D Pulsating

CrossAction Kids               

Floss and Interdental

SATINfloss

Ultra Floss

Essential Floss

Super Floss

Orthodontic

Toothpaste and Mouth Rinse

Oral-B Stages
	Braun

Appliances__
Braun Kitchen Appliances

Braun Hair Care and Epilation

Braun Steam Irons

Personal Diagnostic




Product Line: consists of a group of closely related product items.   For example,  shaving, personal care, batteries, toothbrushes, appliances.

Product Mix Width (Variety):  refers to the total group of products offered by the company. 

Product Mix Depth (Assortment):  refers to variation in each product line that a firm markets in its mix.

Decisions regarding product lines (depth or assortment) and product mixes (width or variety) are important strategic considerations for most firms.


THE PRODUCT LIFE CYCLE   Module 11.8
Products, like people, pass through stages as they age.  Successful products progress through four basic stages:  introduction, growth, maturity, and decline.  This progression, known as the product life cycle, is shown in Figure 11.14.  The product life cycle concept applies to products or product categories within an industry, not to individual brands.  For instance, cell phones are currently in the introductory stage but rapidly moving to the growth stage.  Digital cameras are now in the growth stage, while traditional film cameras in the U.S. are in decline.  There is no set schedule or time frame for a particular stage of the life cycle.   Some products pass through certain stages rapidly, while others move more slowly.  DVD players have shot through the introductory stage, while the Segway human transporter seems to be stuck in the introductory stage.
Figure 11.14                                                                                                      Stages in the Product Life Cycle
    

     Sales

           Introduction          Growth        Maturity         Decline

        Key chain credit cards       Cell phones         Video tapes            Pagers

          Camera phones                   Satelite TV           Cable TV access   Typewriter repair

          Wireless Internet access   DVDs                                  

                                          Broadband

                                                  Internet access



                                                                                                                                      Industry sales






                                                                                Industry profits

                                                                                                                                       

                                                                    Time

A PLC stage summary—

Introduction Stage

A time of rising customer awareness, extensive marketing expenditures, and rapidly increasing sales revenue.  At the Introduction (or development) Stage market size and growth is slight. It is possible that substantial research and development costs have been incurred in getting the product to this stage. In addition, marketing costs may be high in order to test the market, undergo launch promotion and set up distribution channels. It is highly unlikely that companies will make profits on products at the Introduction Stage. Products at this stage have to be carefully monitored to ensure that they start to grow. Otherwise, the best option may be to withdraw or end the product.
Growth Stage
A time of rapidly increasing sales revenue, rising profits, market expansion, and increasing numbers of competitors. Profits arise due to an increase in output (economies of scale) and possibly better prices. At this stage, it is cheaper for businesses to invest in increasing their market share as well as enjoying the overall growth of the market. Accordingly, significant promotional resources are traditionally invested in products that are firmly in the Growth Stage.

Maturity Stage
A time of sales and profit plateaus, a shift from customer acquisition to customer retention, and strategies aimed at holding or stealing market share. The Maturity Stage is, perhaps, the most common stage for all markets. It is in this stage that competition is most intense as companies fight to maintain their market share. Here, both marketing and finance become key activities. Marketing spend has to be monitored carefully, since any significant moves are likely to be copied by competitors. The Maturity Stage is the time when most profit is earned by the market as a whole. Any expenditure on research and development is likely to be restricted to product modification and improvement and perhaps to improve production efficiency and quality.

Decline Stage
A time of persistent sales and profit decreases, attempts to postpone the decline, or strategies aimed at harvesting or divesting the product.  In the Decline Stage, the market is shrinking, reducing the overall amount of profit that can be shared amongst the remaining competitors. Innovations or shifts in consumer preferences bring about an absolute decline in industry sales.  Dial telephones, for instance, became touch-tone phones, which evolved to portable phones, which are now being replaced by conventional cell phones, which in turn are being replaced by camera phones.  At this stage, great care has to be taken to manage the product carefully. It may be possible to take out some production cost, to transfer production to a cheaper facility, sell the product into other, cheaper markets. Care should be taken to control the amount of stocks of the product. Ultimately, depending on whether the product remains profitable, a company may decide to end the product.
Examples
Here are more examples of products that are currently at different stages of the product life-cycle:

	INTRODUCTION
	GROWTH
	MATURITY
	DECLINE

	Third generation mobile phones
	Portable DVD Players
	Personal Computers
	Typewriters

	E-conferencing
	Email
	Faxes
	Handwritten letters

	All-in-one racing skin-suits 
	Breathable synthetic fabrics
	Cotton t-shirts
	Shell Suits

	Iris-based personal  

   identity cards 
	Smart cards
	Credit cards
	Check books


PLC and fad cycles—








          the traditional product life cycle differs from fad cycles.  Fashions and fads profoundly influence marketing strategies.  Fashions are currently popular products that tend to follow recurring life cycles.  For example, bell-bottom pants that were popular in the 1960s and 1970s have returned as flares or boot-cut pants.  In contrast, fads are products with abbreviated life cycles.  Most fads experience short-lived popularity and then quickly fade, although some maintain residual markets among certain segments.  Mood rings and Pet rocks are examples of fads.

The product life cycle has important strategy implications.  Exhibit  11.1 sets forth the strategy of each stage according to the 4 Ps.  Study and learn it because every product goes through the four basic stages, and the strategy will change from stage to stage.

Exhibit 11.1
                                                                                                     Marketing Strategy During The Product

Product Life Cycle Stages

	
	Introduction


	Growth
	Maturity
	Decline

	Overall 

Marketing 

Goals
	Product awareness and

trial
	Increase market share by acquiring new 

customers, find new needs and market segments
	Maximize profit by defending market share or stealing it from competitors.
	Reduce expenses and marketing efforts to maximize the last opportunity for profit.

	Product 

Strategy
	Limited models with limited features, frequent product changes
	Introduce new models with new features; continue product changes
	Full model line; increase supplemental product offerings to aid in product differentiation
	Eliminate unprofitable models and brands

	Pricing 

Strategy
	Penetration pricing to establish a market presence or price skimming to recoup development costs
	Prices fall due to competition; price to match or beat the competition
	Prices continue to fall; price to beat the competition
	Prices stabilize at a low level

	Distribution 

Strategy
	Gradually roll out product to expand availability; get wholesalers and retailers on board
	Intensify efforts to expand product reach and availability
	Extensive product availability; retain shelf space; phase out unprofitable outlets or channels
	Maintain a level necessary to keep brand loyal customers; continue phasing out unprofitable channels

	Promotion 

Strategy
	Advertising and personal selling to build awareness; heavy sales promotion to stimulate product trial
	Aggressive brand advertising, selling, and sales promotion to encourage brand switching and continued trial
	Stress brand differences and benefits; encourage brand switching; keep the brand/product fresh
	Reduce to a minimal level or phase out entirely




EXTENDING THE PRODUCT LIFE CYCLE   Module 11.9
Marketers usually try to extend each stage of the life cycles for their products as long as possible.  Product life cycles can stretch indefinitely as a result of decisions designed to increase the frequency of use by current customers, increase the number of users for the product, find new uses, or change package sizes, labels, or product quality.  

Increasing frequency of use—






          if the number of customers is dwindling due to the competition and market saturation, company’s can still increase total sales even though no new buyers enter the market by increasing buyer frequency of use.  

For instance, consumers buy some products during certain seasons of the year.  For decades, most people used sunscreen only during warm and sunny seasons of the year.  With greater warnings about the risks of sun damage and skin cancer, however, companies now advertise the benefits of using sun-screen year round.  Mars Inc. now releases special edition M&Ms for different holidays, including Halloween and Easter—speckled eggs, “M&Ms Speck-Tacular Egg-Shaped Candies.” 

Increasing the number of users—





           a second strategy for extending the product life cycle seeks to increase the overall market size by attracting new customers who previously have not used the product.  Marketers may find their products in different stages of the life cycle in different countries—introductory vs maturity.  This difference can help firms extend product growth.  

The Walt Disney Company has advertised its theme parks to attract adults in addition to young families, and Hispanics.  And the dairy industry’s “Got Milk?” campaign is aimed at all sorts of nontraditional milk drinkers—anyone other than children or pregnant women—in an attempt to increase the number of people who drink milk.  Also, the video game industry is seeking to expand its customer base by not only attracting young, new users but by keeping middle-aged users who started playing in their teens.  Electronic Arts, the largest U.S. video game maker, releases new versions of existing games such as “Madden’s NFL Football” year after year to attract new users who are curious about the technological upgrades.  Finally, there is Texas College emerging as e-TC in online education.

Finding new uses—







         for a product is an excellent strategy for extending a product’s life cycle.  New applications for mature products include oatmeal as a cholesterol reducer, antacids as a calcium supplement, and aspirin for promoting heart health. 

WD-40 has always been used to clean metal parts, remove squeaks from springs and door hinges, and dissolve rust.  But in a recent marketing effort, the WD-40 company conducted a survey to find the top 2,000 uses for its product.  Some of the 300,000 responses were practical, others hilarious.  One person sprays it on a snow shovel to keep snow from sticking.  Another used it to extricate a python stuck in the exhaust pipe of a public bus, and even protecting the Statue of Liberty from the elements—the award-winning use among all 50 states.  Obviously, WD-40 isn’t dissolving from the marketplace anytime soon, but there appears to be a growing number of competitive silicon sprays in the marketplace—watch out WD-40.



CHANGING PACKAGE SIZES, LABELS, OR PRODUCT QUALTIY   Module 11.9

In addition, product life cycles can be lengthened by introducing physical changes in their offerings, along with new labels or changes in product size.   Food marketers, for example, have brought out small packages designed to appeal to one-person households and weight-conscious individuals; and extra-large containers for customers who want to buy in bulk, such as family picnics and get-togethers.  

Other firms offer their products in convenient packages for use away from home or for use at the office.  The Acer Aspire One lap-top computer, provided to students at Texas College for its e-TC online educational program, allows e-TC to lengthen its product life cycle from being a maturing maybe declining traditional college.  Good move e-TC.

THE END
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