Product, Services,
and Branding Strategy

Previewing the Concepts _'

Now that 'you've had a good look at mar-
keting strategy, we'll take a deeper.look. -
at the marketing mix—the tactical tools -
- that marketers use to implement: their

strategies. In this and the next chapter, -

=g hie best things in life are free. Thats what the old song says. The flowers in
spring, the rohins that sing, the sunbeams that shine, they're yours, they're
2t minel The air that we brasthe, the waler we drink . .. oops, not so fast, The
water we drink? Free? Consider ihe following account:

we'll study how comp'an:ié_s3.{de:\fei_.jt"lp__jand
manage products and brands; Then, inthe

chapters that follow, we'll look at pricing,

distribution, and -marketing communica- .
tion toels, The produict is usually the first -
and most basic marketing consideration. -
We'll start:with a seemingly simple qués-
tion; What is a product? As it turns out, -

At lean-Georges, a celebrated Manhatian rastaurant kncwn for its arful cui-
sine and fine wines, a waiter liits a tall silver decanter and Tills three goblats
fram the bottle cradled within, 1ts centents must be precious: Chef Jean-
Georges Wongerichien even uses this beverage as an ingredient in broths and
sorbefs, A rare vintage, perhaps? Try again. ks FI3l Natural Artesizn Water,
the fatest bottled water brand to 2levate the warld's simplest drink to celebrity
status. Today, a1 all of his restaurants, Wir. Vongerichten exclusively pours FLI,
which looks and sounds almost as exatic as the French dishes on his menu.

however, the answer is not so simple. . - i
e s e o F1IE water may e one of the best things in life, but it's certainly not free. A quick :
To start things .off, remember that P Y [ £ Y natiee. A guic :

seemingly simple questian'—-—what is a check of the Jean-Georges menu shows that FLI sells ;here for $10 a bettle. 310!
produtt? Well, what is water? That’s right, Shlop around, perhaps at 2 lesser restaurant, and you rl?lght find a boitle at the bar-
water As it turns out, 10 a FLIT Water cus. 90 price of $2’.?5' And you thought_gas was expensive. Why would anyone pay
tomer, Water is -more than"just 3 {iquid those kzn:ds of prjces for water, somtlathmg thay could get for free out’of the tap?
you draw out of the tap to wash down a _ Well, it turns ouIt Ithe Ul water‘ |s. very, very pogd wa*.er‘_l?rawn fram ar_r_‘uf'lder-
sandwich or to quehch'your'thirst aftar : ground source ot Viti Levu, trfe mairy IS|EIH'Id Dflthe Scl)%ith Pacific country of Fiji, it has
workout. FIJI Water is “the natufe of an‘ ultraclean taste and‘ Contanlws not a kint of Impurli.les or pollutants. But when you
water.” S R drink FIJI Water, you're gefting a Int maore than just pure, good-tasting water.
According to the company, not ail waters are created equal. FIJ water &s untouched
by man—it's “the nature of water.”

Rainfzli in a Fijlan forest is a symphany of sound in 2 theater of green.
Somewhere overnead, raindrops strike paim fronds that move with the wind,

_ : clicking and tapping ke hundreds of castanets. Around you is a glimpse of
L Eden: giant leaves large enough to le on, ferns like trees, bamboo and
s grasses taller than 2 man. And the rain, formed in clouds above the blue
Pacific, dances daown through the forest canopy and seeps into the rich vol-

canic soil, wending its way to the aquifer far below the forest flcor, Water, lika

wine, gels its taste from the terrain that forms it. FLI ‘Water comes from a vie-

gin ecosystem deep fn the South Pacific, from frogicai rain filkered for hun-

dreds of vears through volcanic stone. This naturat 2riesian water is known for

its sigrature soft, smookh taste and well-balanced mineral content including a
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high level of silica, a yvouth-preservirg antioxidant. You can faste the purity in
every sip. It's The Nature of Water!

Everything ahout FIUJI Water cantribuies to this “nature of water” brand experience—
from its name, packsging, and label to the places that sell and serve it, to the
celebrities that drink and endorse it. The name was a natural—FU| Natural Arlesian
Water evokes visions of unspoiled naturat beauty and purity. The unigue square bot-
tle zr:d colorful labeling also set the brand apart. The clear glastic front labal pre-
serds the Fil name with a flower resting below, Looking through the frond label to the
inside of the aack label, you see an image of palm leaves. In combination, the front
anc nack labels create a striking 3-D picture that emahasizes FIJ1 Water's clarity and
purily. “ e boftle apoears to have a magie in it," says a corrpeny official.

Suilifui marketing has slso helped to budd the brernd’s ulirachic image. initial ads
played up Fill's exotic angins—raindrops falting into Fiji's pristine tropical forests
ang filtering through layers of voleanic reck. "We're sure you'll agree, if was worlh
the 450-yvear wait," caid the ads. To boost the brand’s status, the company sent
samples o movies siars, athletes, and other celebritizs, and it pursued product
ciacements in films and TV shows. For example, in the movie Dodgebalf, Lance
Armstrong, ihe seven-time Tour de France winner, sal 2t a bar waile drinking FJI
water. And Drew Barrymore cluiched 2 bottle of FIJI in “50 First Bates.” Such efforis
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218 Part 3 Designing a Customer-Driven Marketing Strategy and Inegrated Marketing Mix

have given FIi top billing as what one obsarver calls “the bottled water of the siars.” Further adding to
the brand's atlure, Extée bauder even released new Island Michasl Kors Fil fragrance—each botile
containg a splash of FIJI Water,

At the same tima, the company convinced luxury hetels and restaurants of the merits of FLJ Water,
urging that superh food and atmosgphere needed to be paired with water of the same quality, 1t trained
restaurant wait staff to educate consumers an the brand's jaste and purity. The company even con-
vinced chefs at leading restauranis to use FIJI Water as a cooking ingredient in their kitchens. “Great
chefs spend all their time carefully choosing ingredients and crafting 4 wine list, then they use a waier
that doesn’t complement the taste of either,” notes F1¥'s chiefl executive, Finally, to make FLI Water's
plastic bottles more table worthy, the company came up with its own distinctive silverl serving sleeve,
customi-rhade to fit FLI's square botile, That silver sleeve tells everyane in 2 restauranit that the cus-
terner who ordered FIU{ water apgreciates the best and can afford it

So not all waters are created equal. When you need somathing to quench your thirst after a good
workout, pulping a glass of tap water might do the frick. But for special occasions, you may want
something more-—something that tastes really good, or that makes yau feel special, or that tells athers
something abaut who you are. On such occasions, the FIU brand promises a special experience-—
much like a fine wine with a gourmet meal. When FLI| sells water, it sefls more than just the tangible
liquid. |t sells purity and great taste, good health, refinement, status, and exclusivity.

But, =till, could any watar ba worth $10 a bottle, or even $2.757 Apparently so! Despite an increas-
ingly crowded bottled-water marzet, FII1is scrambling to keep up with surging demand. Last yea’r
while primary competitor Evian's U.S. sales volume decreased 23 parcent, F1UV's sales shat up £1 per-
cent. And the company recently added a new botting line that tripked its capacity. Thus, mare and
more people are buying into FIII's "The Mature of Waler” brand promise, despite the figh price—or
maybe because of it.!

Produgt
Anytﬁing that can be offered

W0 & market far attenticr:,

acguisition, uss, or
“EBnsUMERon that might .
“S5lisly @ want or nead,

Semce
An;.; 25 ity or ber'ei‘t*
H

N ﬁmm;__..__eisr?p._df.arwﬂu_mg_ ling.

Clearly, water iz more than just water when FI)I sells it. This chapter begins with a decep-
tively simple question: What s @ product? Afier answering this question, we look at ways to
classify products in consuner and business markets. Then we discuss the important deci-
sions that marketers make regarding individual products, product lincs, and product mixes.
Next, we leok into the critically important issue of how marketers build and manage brands.
Finally, we examine the characteristics and marketing regutrements of a special form. of
product—services.

What Is a Produet?

We define a produci as anything that can be offered to a market for attention, acquisition, use,
Of COMSUmMption ‘thaf might satisfy a want or need. Products include more than just tangible
goods. Broadly defined, pruducta include physical objects services, events, persons, ldces.
orpanizations, ideas s entitias, oughout this text, wese 116 fovm product
broadly to include any or aIl of these entitics. Thus, an Apple iPod, a Toyota Carnry, and a
Caffé Mocha at Starbucks are products. But so are a Buropean vacation, Fidelity online invest-
ment services, and advice from your family doctor.

Because of their importance in the world sconomy, we give spsacial attention to services.
Servives are a form of product that consists of activities, benefits, or satisfactions offered for
sale that are essentially intangible and do not result in the ownership of anything. Examples
are banking, hotel, airline retai] lax preparat M;____“lma;g;@r serviges. We will look at
services more closely lafer it XYY chagter, ~

Products, Services, and Dxzperiences

Product is a key element in the overall market offering. Marketing-mix plauning begins with
forrulating an offering that brings value to target customers. This offering becames the basis
upon which the company builds profitable relationships with customers.
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A company's market offering aften includes bioth tangible goods and services, $ach com-
ponent can be a minor or a major part of the tatal offer. At one extreme, the offer may consist
of a pure tangible good, such as soap, toothpaste, or salt—no services accompany the praduct.

- At the other extreme are pure services, for which the offar consists primarily of a service.
Examples include a doctor’s exam or financial services. Belween these two extremes, how-
cver, many goods-and-services combinations are possilie,

Today, as products and services become more commaditized, many companies ate mov-
ing to a new level in creating value for their customers. To differentiate their olfers, beyond
simply making products and delivering services, they are creating and managing customer
experiences with their products ar company.

Experiences have always been important in the entertainment industry—DRisney has long
manufaciured memaories through its movies and theme parks. Today, however, all kinds of
firms are recasting their traditional goods and serviees (o create experiences. For example,
Americun Girl Inc. does more than just make and sell high-end dolls. It takes additicnal staps
to create special experiences between the dolls and the girls who adore them.?

To extend its reach and to put more smiles on the faces of the girls who adore their
American Girl dolls, the company has opened American Girl Places in Chicago, New
York, and Los Angeles. Inside a Place—which has become as much of a destination
spot as it is a store—are a series of wonderfully engaging experiences for girls, moth-
ers, and grandmothers (not to mention
the oceasional male who's either
dragged into the Place or who loves
his daughter very much). There's a
theater with a live play centered on
the doll collection; there’s a café for a
prown-up dinjug experience; there's a
salon to style a doll’s hair; and a doll
hospital to fix one up as good as new.,
Befure, during, and after all these
experiences, shopping does go on—
and the purchases become mentora-
bilia for the experiences visitors have.
Mareover, these same visitors buy
more from the calalog, frequent the
Web site to puzchase items more often,
and tell their friends about their
American Girl Place experience.
Much more than a store that sslls
dolls, says the company. “it's the place

- B Marketing experiencas: American Girl, 1ne., does more than just make and sell where imaginations sear—from hou-
high-end dolls, It now takes additional steps to create special experiences between tiques to special events, from the café
the dolls and the girls who adere them. to the theater and beyond.”

Companies that market experiences realize that customers are really buying much more than
just products and services. They ara buying what those offers will do for them.

Leawels of Produet and Services

Product planners need io think about products and services on three levels (see ¥Figure 8.1).
Each level adds more customer value. The most hasic tavel is the core benefit, which
addresses the question What is the buyer reafly buying? When designing products, marketers
must first defins the core, problem-solving benefits or services that consumers seek. A woman
buying lipstick buys mare than lip color. Charles Revson of Revlon saw this early: “In the [ac-
tory, we make cosmetics; in the store, we sell hope.” Arnid people who boy a BlackBerry are
buying more than a wireless mobile phone, e-mail and Web-byowsing device, or personal
organizer. They are buying freedom and on-the-go connectivity to people and resources.

At the second level, product planners must turn the core benefit into an actual product
They need to develop preduct and service features, design, a quality level, a brand name, and.
packaging. For exampie, the BlackBerry is an actual product. Its name, parts, styling, features,
packaging, and other attributes have all been cambined carefully to deliver the core banefit of
staying connected.
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Consumer product
Product bought By final
consumer for perscral
consumption.

Convenience proguct
Consumer product that the.
customer usuaily duys
frequently, immedately, and
with a minimum of
comparison and buying effon.

FIGURE 8.1

Three levels of product

- rhUQIQJL:

- Augmented proc!uct

.- Warranty

Finally, praduct planners must huild an gugmented product around the core benefit and
actual product by offering additional consumer services and benefits, BlackBerry must offer
more than just 2 communications devica. It must provide consumers with a compiste sclution
to mobile connectivity problems. Thus, when consumers buy o BlackBerry, the company and
its dealers also might give buyers 4 warranfy on parts and workmanship, inslructions on how
to use the device, quick repair services when needed, and a toll-free telephons number and
Web zite to use if they have problems or questions.

Consumers see products as complex bundles of henetits that satisfy their needs. When
developing products, marketers first must identify the core cansumer needs the product will
satisfy. ‘They must then design the actuol product and find ways to augment it in order to cre-
ate the bundle of benefits that will pravide the most satisfying customer experience.

Product and Service
Classifications

Products and services fall into two broad
classes based on the types of consuwmers that
use them—consumsr producis and industrial
products. Broadly defined, preducts also
include alher mdrketable entities such as.expe.
ffences, orgauizal ces, and
ideas.

Consumesr Products

Consumer products are products and services
bought by final consumers fur personal con-
sumption. Marketers usually classify these
products and services further based on how
consumers go about buying them. Consumer
products imclude convenfence products,
shopping products. specialty products, and
unsoughf products. These products differ in the
ways gorsumusrs buy them and therefors in how
thay are marketed (see Table 8.1).

Convenience products are consumer

B Care, actyal, and augmented product: People who buy a Blackberry are huying more products and services that the customer usu-
than a wirelass mohile phone, e-mafl and Web-browsing device, or personal organizar, ally buys frequently, immediately, and with a
They are buying freedom and on-the-go connectivity to peaple and resources. minimum of comparisan and buying effort.
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TABLE B.1 Marketing Considerations for Gonsumer Products

Marketing
Considerations

Customer buying

Corvenience

Freguent purchasze, little

Type of Consumer Product

Shopping Specialty Unsought

Little product

Less fraguent purchase, Strong brand

tehavior planning, little much planning and prefersnce and awareness, knowledge
comparison ar shapping shopping effort, toyalty, special for, it aware, Iittle ar
effort, tow customer comparison of brands on purchase effort, little evan negative interest)
invalvement price, quality, style comparisen of brands,
low price sensiivity
Price Law price Higher price High price Varies
Distribution Widespread distribution, Sefective distribution in Exclusive distribution Varies
convenignt locations fewer gutlets inonly one or a few
outlets per market
area
Promotion Mass promstion by Advertising and personal More carefully Agprassive advertising
the producer selling by both producer targeted promotion by and personal seliing by
and resallers both producer and producer and resellers
resellers
Examples Toathpaste, magazines, Major appliances, - Luxury gaods, such Life insurance, Red
laundry detergent televisions, furniture, 25 Rulex watches or Cross Blood donations
clathing fine crystal
Ixamples include soap, candy, newspapers, and fast food. Convenience products are usu-
ally low priced, and marketers place them in many locations to make them readily avail-
able when rustomers need them. .
Shopping product Shopping products are less frequently purchased vonsumer products and services Lhat

Consumer gocd that the
customer, in the process of
selnction ang purchese,
charzcterstically comrpares
on such Hases as suitabilily,
quality, price, and style.

Specialty product
Consumer product with
unique characteristics or
brand identificetion for which
a significant group of buyers
is willing o make a special
purchase effort.

Unsought product
Consumer procuct that the
consLmer aither does not know
atiout or knows about but does
nat rarmzlly think of buying.

Indusirial product

Product bought By individuals
znd arganizations for further
priscessing or for use in
conducting a business.

customers compare carefuily on suitability, guality, price, and style. When buying shopping
products and services, consumners spend much time and sffort in gathering information and
making comparisons. Examples inglede furniture, clothing, used cars, major uppliances,
and hotel and airline services. Shopping products marketsrs uswally distribute their prod-
ucls through fewer outlets but provide deeper sales supporl to help customers in their com-
parison efforts.

Speciaity products are consumer products and services with unique characteristics or
brand identification fer which a significant group of buyers is willing to make a special pur-
chase effort. Examples include specific brands and types of cars, high-priced phaotographic
equipment, designer clathes, and the services of medical or legal specialists. A Lamborghini
automobile, for example, is a specialty produst because buyers are usually willing to travel
great distances to buy one. Buyers normally do not compare specialty praducts. They invesl
only the time needed 1o reach dealers carrying the wanted products.

Unsonght products are consumer produwcts that the consuner eitler does nat know about
or knows about but does not normally think of buying. Most major new innovations are
unsought until the consumer becomes aware of them through advertising. Classic examples of
known but unsought products and services are lifs insurance, preplanned funeral services,
and blood donations to the Red Cross. By their very naturs, unsought products require a Jot of
adverlising, personal selling, and other marketing efforts.

Indusirial Produsss

Industrial preducts are those purchased for further processing or for uss in conducting &
business. Thus, the distinction between a consumer product and an industrizl product is
based on the purpose for which the product is bought. If a consuarer buys a lawn mower
for use around home, the lawn mower is a consumer product. If the same consumer buys



222

Part 3 Designing a Customer-Driven Marketing Strateqy and Integrated Marketing Mix

the same lawn mower for use in a landscaping business, the lawn mower 15 an industrial
product. .

The three groups of industrial products and services include materials and parts, capital
items, and supplies and services. Materials and parts include raw materials and manufac-
tured materfals and parts. Raw materials consist of farm products {wheat, cotton, livestock,
fruits, vegetables) and natural prodocts (fish, lumber, crude petroleum, iron ore).
Marnufactured materials and parts consist of component matsrials {from, yamn, cement, wires)
and component parts (small motars, tires, castings). Most mrznufactured materials and parts
are sold directly to industrial users. Price and service are the major marketing factors; brand-
ing and adverlising tend to be less important.

Capital items are industrial products thal aid ir the buyer’s production or cperations,
including installaticns and accessary equipment. Installations consist of major purchases
such as buildings (factories, offices) und fixed equipment {generators, drill presses, large com-
puter systems, elevatars). Accessory equipment includes portable factory equipment and
taols (hand tools, 1ift trucks) and office equipment (computers, fax machines, desks). They
have a shorter 1ife than ingtallations and simply aid in the production process.

The final group of industrial products is supplies and services. Supplies include operat-
ing supplies (lubricants, coal, paper, pencils) and repair and maintenance items (paint, nails,
brooms). Supplies are the convenience products of the industrial field because they are usu-
ally puarchased with a minimum of effort or comparison. Busingss services include mainte-
nance and repair services (window cleaning, comptter repair} and business advisory ser-

vices (legal, management consulting, advertising). Such services are usually supplied under

contract.

Organtzgiions, Peraonsg, Places, and Ideas

In addition to tangible products and services, in recent years marketers have hroadened the
concept of a product to include other market offerings—arganizations, persons, places, and
ideas.

Organizations often carey out activities to “sell” the organization itself. Organization
marketing consists of activities undertaken to create, maintain, or change the attitudes and
behavior of target consumers toward an organization. Both profit and not-for-profit organiza-
tions practice organjzation marketing. Business firms sponsor public relations or corporate
image advertising carnpaigns to polish their images and market thamselves to various publics.
For example, BASF ads say “We don’t make a lot of the products you buy, we make a lot of the
products you buy better.” Similarly, not-for-profit organizations, such as churches, colleges,
charities, museums, and performing arts groups, market their organizations in arder to raise
funds and atiract members or patrons. :

People can also be thought of as products. Person marketing consists of activities
undertaken to create, maintain, or change attitudes or behavior toward particular people.
People ranging from presidents. emtertainers, and sports figures to professionals such as
doctors, lawyers, and architects use person marketing to build their reputations. And busi-
nesses, charities, and other organizations use well-known personalities to help sell their
products or canses. For example, mare than a dozen different companies—including Nike,
Apple, Tag Heuer, Buick, American Express, Wheaties, and Accenture—combine Lo pay
ruore than $80 million & year to link themselves with golf superstar Tiger Woodas.®

The skillful use of person marketing can turn a perscm’s name inte a powerhouse brand.
The brand power of Oprak Winfrey's name has made her a billivraire: Oprah-branded prod-
ucts include her television show, TV and feature movies, O, The Oproh Magezine, Oprah’s
Angel Network, Oprah’s Boutiques online shop, and Oprah’s Baok Club. And businessinan
Donald Trump has slapped his well-known name on everything from skyscrapers and casinos
to bottled water, magazines, and realily TV programs:

Dopald Trump has made and lost fortunes as a real-estate developer. Bul Trump's
gening is in brand building, and he is the brand. Thanks to tireless self-promotion,
“The Donald” has established the Trump brand as a symbol of quality, harry, and
success, What's the value of the Trump brand? Trump's name now adorns everything
from magazines and battled water (Trump Iee) to fashton (Danald J. Trump Signature
Collection] and reality TV shows {The Apprentice). Trump doues commercials for
Verizon, was host of Saturday Night Live, and even unveiled a Trump Rewards Visa
card, which rewards cardholders with casino discounts. “He's like PT. Barnum on
steroids,” says a friend. “What’s hie greatest asset? It's his name. He’s a skillfy] mar
keting person, and what he markets is his name. ™




VER'WEAR THE TANKEE UNIFORM.,

NEW YORK'S MOST-INFLUENTIAL ROLE MODELS .

T A Ew YORKE BRIEHTESS

E Social marketing: The Ad Council has created thousands of public

seryie campaigns that have created positive and lasting ‘social change.
For example, it joined with the Mew York Gty Department of Education

and the Appleseed Foundation to create ads like this one that helped
recruit promising young teachers to Mew York Gity public schools,

Social marketing
The use of commercia:
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Flace moarketing involves activiries undertaken g
create, maintain, or change attitudes or behavior toward
paglicular places. Cities, siates, regions, and even entire
nations compete to attract tourists, new residents, con-
ventions, and company offices and factories. Texas
advertises “It's Like a Whoile Other Country™ and New
Yark state shouts, I Love New York!” The [geland
Tourist Buard invites visitors tu loeland by adverlising
that it has “Discaveries the Entire Year.” Icelandair, the
only airline that serves the island, partners with the
tourist board to sell world travelers on the wonders of
iceland—everything fram geothermal spas and glacier
tours to midnight goif and clubbing.’

Tdeus can also be markeled. In one sense, all mar-
keting is the marketing of an idea, whether it is the gen-
erat idea of brushing your teeth ar the specific idea that
Crest toothpastss “create smilas every day.” Here, how-
ever, we narrow our focus to the marketing of socfal
ideas. This area has been called sacial marketing,
defined by the Social Marketing Institute as the use of
commercial marketing concepts and tools in programs
designed to influence individuals’ behavior to improve
their well-being and that of society.?

Social marketing programs include public health
campaigns to reduce smoking, alcoholism, drug abuse,
and oversating. Other social marketing efforts include
environmental campaigns to promote wilderness pro-
tection, clean air, and conservaticon. Still others address
issues such as family planning. human rights, and racial
equality. The Ad Council of America has developed
dozens of social advertising campaigns, involving
issues ranging from preventive health, rducation, and
personal safety to euvironmental preservation.

But social marketing involves much more than just
advertising—the Social Marketing Institute (SMI]-
encourages the use of a broad range of marketing tools,
“Social marksting goes well heyond the promotional ‘P
of the marketing mix to include every other slemsn! to
achieve its social change objectives,” says the SMI's
executive director.” -

Product and Service Decisions

marketing concents and tools  Marketers make product and service decisions at three levels: individual product decisions,

in programs designed
-nfluence indinduals’
behavior to imprave their
well-being and that of socely,

product line decisions, and product mix decisions, We discuss each in turn.

Individual Product and Serviee Decisions

Figure 8.2 shows the imporiant decisions in the development and markeiing of individual prad-
ucts and services. We will focus on decisions about product attributes, branding, packaging,
fobaeling, and product support services.

Produst and Berviee Afivibutss

Developing a product or service involves defining the benefits that it will offer. These benefits are
communicated and delivered by product attributes such as quality, features, and style and design.

FIGURE 8.2

Individsal product decisians

- Pradust.
. shpport
s_f,-rvic;es :
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Product quality

The characteristics ot a
product or service that bear
an its akility fo safisfy stated
or impiied customer needs,

. v Produet quality is oae of the marketer's major positioning tools. Quality
has a direct impact an product or service performaunce; thus, it is clogely linked tu customer
value and satisfaction. In the narrowest sense, quality can he defined as “freedom from
defects.” But most custemer-centered companies go beyond this narrow definition. Instead,
they define guality in terms of crealing customer value and satistaction. The American
Society for Quality defines quality as the characteristics of a product o1 service that bear on its
ability to satisfy stated or implied customer needs. Similarly, Siemens defines quaiity this
way: “Quality is when our customers come back and our products don’t, 8

Tolal quality management (TQM) is an approach in which all the company's people are
involved in constanily improving the quality of products, services, and business processes.
For most top companies, customer-driven guality has become a way of doing business. Today,
companies ate taking a “return on gualily” approach, viewing quality as an investment and
holding guality efforts accountable for bottom-line results.?

Product quality has two dimensions—Ilevel and consistency, In developing a product, the
marketer must first choose a quality Ievel that will support the product’s positioning. Here,
product quality means performance guality—the abilily of a product to perform its Functions,
Far example, a Rolls-Royce provides higher performance quality than a Chevrolet: It has a
smoother rids, pravides more “creature comiorts,” and lasts longer. Companies rarely try to
offer the highest possible performance guality level—few customers want or can afford the
high levels of quality effered in products such as 4 Rolls-Royee automabile, a Vikiog range, or
a Rolex watch. Instead, companies choose a quality level that matches target market needs
and the quality levels of competing produets.

Beyond quality level, high quality also can mean high levels of quality consistency. Here,
product quality means conformance quality—fresdom from defects and consistency in deliv-
eving a targeted level of performance. All companies should strive for high levels of confor-
mange quality. In this sense, a Chevrolet can have just as much quality as a Rolls-Royce.
Although a Chevy doesn’t perform as well as a Rolls-Royus, it can as L,Oll‘nsteutlv deliver the
quality that customers pay for and expect.

A product can be offered with varying features. A stripped-down model,
one without any extras, 1s the starting point. The company can create higher-level models by
adding more features. Features are a competitive ool for differentiating lhe comapany’s prod-
uct from compstitors’ products. Being the fivsi producer to introduce a valued new feature is
one of the most effective ways Lo compete,

How can a company identify new features and decide which ones to add to its product?
The cumpany should periodically survey buyers who have used the product and ask thess
¢uestions: How do you like the praduct? Which specific teatures of the product do you like
most? Which features could we add to improve the product? The answers provide the com-
pany with a rick list of feature ideas. The company can then assess sach feature’s value to cus-
tomers versus its cost to the company. Features that customers value highly in relation to

costs should be added.

: Another way to add customer value is through distinctive
pmduct style cmd demgn Design is a larger concept than style. Stvle simply describes the-
appearance of a product. Styles can be eye catching or yawn producing. A sensational style
may grab attention and produce plsasing aesthetics. but it does not necessarily make the
product perform better. Unlike style, design is more than skin deep—it goes to the very heart
of a product. Good design contributes to a product's usefulness as well as to its looks.

Good design beging with a deep understanding of customer needs. More than simply cre-
ating product or service attributes, it involves shaping the customer’s produet-use experience.
Consider the design process behind Procter & Gamble's Swiffer CarpeiFlick.

P&(G's innovative Swiffer home-cleaning gadgel was really cleaning up. However, it
worked only on hardwood, tile, and linoleum floors; and some 75 percent of 17,5,
floors are carpeted. P&G needed to find a way ta “Swiffer” a carpet. Award-winning
desipn firm [DEQ set out to help P&G design a solution. But IDEQ didn't start in its
labs with R&D-like scientific research. nstead, IDEO designers went into people's
homes, snapping photos and asking questions about how folks cleaned thelr carpsts.
There was a young mother who cornplained that the noise of the vacuum scared her
child, ket she had time to vasuum only when he was asleep. There was an older
waoman with a busted kuaee who relied on two vacuwms—a heavy one for once-a-
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week cleaning when she toak painkillers for
her knee, and one she conld sasily lift for spot
cleaning. Most conswmners found vacuum
cleaners bulky, noisy, and hard to use; carpet
sweapers were more convenient bot not very
effective. . ’

With this desp understanding of customer
needs, IDEQ's design team immersed {tself in
an infensive, 10-month development effort,
attacking countless messy carpet squares—
sucking, scraping, stamping, sticking, and wy-
ing anything elss they could come up with to
clean carpet. The result was a tevolutionary
new carpet sweeping system, the Swiffer
CarpetFlick, which Nicks dirt, coumbs, and
other small hits off the carpet and traps them
onto a disposable adhesive cartridge. The
CarpetFlick design certainly Jooks pood—it is
sleek, stylish, and very “Swifferesque.” But it
works even better than it looks. It Is quist, con-
venient, and effnctive—just the thing for "quick
carpet clean-ups belween vacuuming.''*°

Thus, product designers should think less about
product attributes and lechnical specifications and
more ahout how customers will use and benefit from
the productl, IDEQ has used this same customer-
experionce approach to develop award-winning
designs for everylhing from high-tech consumer
clectronics products and more user-friandly soft-
ware to more satisfying and functional hotel rooms,

H Good design begins with a deep understanding of customer needs. : Sl "
P&G's Swiffer CarpetFlick teaks good, but it works even better than it looks. retail stores, and health clinis layouts.
Just as good design can improve customer value,

cut costs, and create strong competitive advantage, poor
design can resnlt in lost sales and embarrassment. -

When you're a bike-lock maker whose slagan is “Tough World, Tough Tocks,” it
doesn’t get much tougher than finding out that most of the locks you've been making
Tor the past 30 years can be picked with a Bic pan. That, sadly, is what happened to
Ingersoll-Rand subsidiary Kryptonits, after bloggers began posling videos showing
just how easy it was tu pop open the company’s ubiguitous Ti-shaped locks.
Kryptonite reacted quickly, agreeing to
exchange old locks for new Bic-preaf ones.
But the damage was already done. The news
spread quickly through cycling chat rooms
and blopgs, and within weeks the company
was sued for alleged product defects. The
desipn mistake damaged Kryptonite's pocket-
book as well as its reputation. Exchanging the
locks cost the company an eslimated $10 mil-
lion. In the meantime, many dealers have
received no shipments of new locks, costing
Kryptonite as much as an additional §6 mil-
lion in sales."?

Branding

Perhaps the most distinctive skill of professional mar-
kelers is their ability to build and manage brands. A
B Poor product design can be costly and embarrassing, as Kryptomite hrand is a name, tetm, sign, symbo], or desigu, ora
tearned wher bloggers revealed that most of the locks #t had besn making combination of these. that identifies the maker or
for the past 30 years could be picked with a Bie pen. seller of a product or service. Consumers view a brand
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Brand

A name, terim, sign, symbol,
ar design, or a combination of
these that identines the
products or services of one
seller or group of sellers and
differentiates them fraom those
of campetitors.

Patkaging

The activities of designing
and praducing the container
or wrapper for a product.
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as an important part of a product, and branding can add value to'a product. For example, most
consumers would perceive a bottle of White Linen perfume as a high-quality, expensive prod-
uct, But the same perfume in an unmarked bottle would likely be viewed as lower in quality,
even if the fraprance was identical.

Branding has become so strang that today hardly anything gnes unbranded. Salt is pack-
aged {11 branded containers, common nuts and bolts are packaged with a distributor’s label,
and automohbile parts—spark plugs, tives, filters—bear brand names that differ from those of
the automakers. Even fruits, vegetables, dairy products, and poultry are branded-—Sunkist
oranges, Dule Classic Ioeberg Salads, Horizon Organic milk, and Perdue chickens.

Branding helps buyers in many ways. Brand names help consumers Identify products
that might benefit them. Brands also say something sbout product quality and consistency-—
buyers wha always buy the same brand know that they will get the same features, benefits,
and quality each time they buy. Branding also gives the seller several advantages. The brand
name becomes the basis on which a whole stary can be built arcund & product’s special qual-
ities. The scller's brand name and trademark provide legal protection for unique product fea-
tures that otherwise might e capied by competitors. And branding helps the seller to segment
markets. For example, General Mills can offer Cheerios, Wheaties, Chex, Total, Kix, Golden
Grahams, Trix, and many other cerzal brands, not just nne general praduct for all consumers.

Building and managing brands ate pethaps the marketer’s mast important tasks. We will
discuss branding strategy in more detail later in the chapter.

Packaging

Packaging involves designing and preducing the container or wrapper for a product.
Traditionally, the primary function of the package was to hold and protect the product. In
recent limes, however, numerous [actors have made packaging an important marketing tool.
Increased competition and clutter on retail store shelves means that pack-
ages must now perfurm many sales tasks—{rom atiracting attenlion, to
describing the product, to muking the sale,

Companies are realizing the power of good packaging to create instanl
consumer recogniticn of the campany or brand. For example, in an average
supermarket, which stocks 15,000 ta 17,000 items, the typical shopper
passes by same 300 items per rminute, and more than 60 percent of all pur-
chases are made on impulse. In this highly competitive environment, the
package may be the seller’s last chance Lo influence buyers. "Not long ago,
the package was merely the product’s receptacle, and the brand message was
elsewhere—usually on TV,” says a packaging expert. But changes in the
marketplace environment are now "making the package itself an increas-
ingly important selling medinm."1?

Pourly designed packages can cause headaches for cunsumers and lost
gales for the company. By contrast, innovative packaging can give a com-
pany an advantage over competitors and boost sales. Sometimes even seem-
ingly small packaging improvements can make a big difference. For exam-
ple, Heinz revolutionized the 170-year-old condiments industry by
inverting the good old ketchup bottle, letting customers quickly squeeze out
cven the last bit of ketchup. In the year following the new bottle’s debut,
Heinz ketchup sales grew at three times the industry rute. It started a pack-
aging trend that quickly spread to other catsgories. Similarly, Kraft learned
that many Chips Ahoy custamers were frustrated by those hard-to-use, end-
opening bags. They often transferred the cookies inta jars for easier access
and ta keep them fresh. Kraft solved both problems by creating = resealable
bag that opens fioun the top. In the following year, the new packaging raked
in sales nearly double those af the o}d packaging. “Companies make a lot of
money by making things less annoying,” says a packaging expert.*

In recent years, praduct safety bas also become a major packaging con-
cern. We have all isarned to deal with hard-to-open "childproaf” packaging.
And after the rash of product tampering scares during the 1980s, mosl drug

Innovative packaging can give a campany an
advantage over competitars and boost sales. When
Heinz inverted the goad old ketchup botile, next-
vear sales grew at three times the industry rate,

- producers and food makers now put their products in tamper-resistant pack-
ages, In making packaging decisions, the company also must Lheed growing
envirunmental concerns. Fortunately, many companies have gone “green”
by reducing their packaging and using environmentally responsible packag-
ing materials.
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Labeling
Labels range from simple tags attached to products to complex graphivs that are part of the
package. They perform several functions. At the very least, the label identifies the praducl or
brand, such as the name Sunkist stamped on oranges. The label might also describe several
things about the producl~—who made it, where it was made, when it was made, its contents,
how it is to be used, and how to use it safely. Finally, the label might help to promote the
product and support its positioning,

For example, in the never-ending search for ways to stand out, the apparel indusiry
seems to be rediscovering the promotional value of the product label,

Some clothing labels send slrong messages, A “booklet tag” hanging from a workout
garment might reinforce the brand’s positioning, describing fn detail how the garment
fa used by certain high-profile athletes or what types of special materials are used in its
cupstruction. Other brasher statoments include pocket flashers end “lenticular tags,”
which generate 3-D or animation effects. At the other extreme, tagless heat-transfer
labels are replacing sewn-in woven labels, proruising ultimate comfort. Even low-key
lahels ave nsing more brilliant colors or elaborate graphics, beautifying the produoct and
reinforcing ihe brand message. Rich treatmerits on labsls add pizzazz to luxury items;
futuristic tags support emerging technical, man-mada fabrications; tags adorned with
playful characters evoke a sense of fun for kids’ garments. “The product label is a key
cog in branding sirafegy,” says a labeling expert. “The ook, feel, or even smell of the
label—if done creatively—can complement a brand 18

Along with the positives, labeling also raises concerns. There has besn & lang history of
legal concerns about packaging and labels. The Iederal Trade Comnuission Act of 1914 held
that false, misleading, or deceptive lubals or packages constitute unfair competition. Labels
can mislead customers, fail to describe importent ingredients, or fail to inciude needed safety
warnings. As a result, several federal and stale laws regulate labeling, The most prominent is
the Fair Packaging and Labeling Act of 1966, which set mandatary labeling requirements,
encouraged voluntary industry packaging standards, and allowed federal agencies Lo set pack-
aging regulations in specific industries.

Labeling has Leen affected in recent times by unit pricing (stating the price per unit of
starwdard measwie), open dating (stating the expected she!f1ife of the praduct), and autritional
labeling (stating the nutritional values in the product). The Nutritional Labsling and
liducational Act of 1990 requires sellers to provide detailed nutritional information en food
produects, and recent sweeping actions by the Food and Drug Administration regulate the use
of health-related terms such as low fat, light, and kigh fiber. Sellers must ensuve that their
labels contain all the required information,

Product Support Services

Customer service is another slement of product strategy. A company’s offer vsually includes
same support services, which can be a minur or @ major parl of the tolal offering. Later in the
chapter, we will discuss services as products in themselves. Here, we discuss services that
augment actual products,

The fivst step is to survey customers periodically to assess the value of current services
and to obtain ideas for new ones. For example, Cadillac holds regular focus group interviews
with owners and carefully watches complainls that come inle ity dealerships, From this care-
ful monitoring, Cadillac has learned that buyers are very upset by repairs that are not done
correctly the first time,

Onoe the company has assessed the value of various support services to customers, it must
Tiext assess the costs of providing these services. It can then develop a package of services that
will both delight customers and yield profits to the company. Based on its consumer interviews,
Cadillac has set up a system directly linking each dealership with a group of 10 engineers wha
can help walk mechanics through difficult repafrs. Such actions helped Cadillac jump, in cne
year, from 14th to 7th in independent rankings of servica. For the past several years, Cadillac
has rated at or near the top of its industry on the Amnericag Custamer Satisfaction Index. 1

Many companies arc now using a sophisticated mix of phone, e-mail, fax, Internet, and
interactive volce and data technologies to provide support services that were not possitle
before. Consider the lollowing examples:

Some online merchants are watching where you surl, then opening a chat window
on your screen to ask—just as they would in the store—if you have questions abont
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the goods they see you eyeing. For exam-
ple, at the Scion Web site, clicking on the
Scion Chat butlon puts you in real-tima
touch wilh someone who can answer your
questions or help you to design yowr per-
sonalized Scion. Hewlett-Packard sends
pop-up chat boxes to visitors who are
shupping on HP.com's pages for digital-
phatography products. Tf a shopper loiters a
few minutes over some pear, up pops a
photo of an atUactive woman with the
— words, "Hella, need information? An HP
o S agtm e e v : ! live chat representative is standing by to
St i agsist you.” Click on "Go” and type a ques-

tion, and a live sales agent responds imme-
diately. Since launching its pop-up chat fea-
ture, HF has seen a 65 percent surge in

@ e aana ok 0 IR

0 7t i onkine questions. SunTrust Banks is taking

O w8

proactive chat one step further by expori-
menting with co-browsing. This feature

B Product support services: Many companies are now using a sephisticated mix essentially lets chat agents take control of a

of interactive technulogies to provide support servicas that were not possible customer’s computer screen, opening Web
hefsre. For example, at the Scion Web site, clicking the Seien Chat button puts pages directly on their hrawser to help them
you in realtime touch with someone who can answer your questions or help you find what they're locking for. In the future,
to desigqn your own personalized Scion. “call cams” will even let customers see an

Product fine

A group of products that are
closely related because thay
[unetion in a simelar marner,
are s0id to the same
customer grewps. are
markatad through the same
types of gutleis, or fall within
BIVER DrCe Fanges.

agent on their screen and talk directly
through voice-over-Web capabilities.'’

Producit Line Decisions

Beyond decisions about individual products and services, product strategy also calls for
building a product line. A product line is a group of products that are clasely related because
they function in a similar manner, are sold (o the same customer groups, are smarketed
througls the same types of cutlets, or fall within given price ranges. For example, Mike pro-
dures several lines of athletic shoes and apparel, and Charles Schwab produces several lines
of financial services.

The major product Line decision invelves product ling Jengtli—the number of items in the
product line. The line is too short if the manager car increase profits by adding items; the line
is too long if the manager can increase profits by dropping items. Managers need to conduct a
periodic preduct Iine enalysis to assess each product itern’s sales and profits and Lo under-
stand how each item contributes to the line’s performance.

Product ling length is influenced by company vbjectives and resources. For example, one
objective might be to allow for upselling. Thus BMW wants to move customers up fram its

3-series models to 5- and 7-series models. Another objective might be ta allow cross-selling: -

Hewlett-Packard sells printers as well as cartridges. Still another objective might be to protect
against economic swings: Gap runs several clothing-store chains (Gap. Old Navy, Banana
Republic, Forth & Towne) covering different price points.

A company can lengthen its product line in two ways: by line strefching or by Iine filling,
Product line stretching occurs when a company lengthens its product line beyund its corrent
range. The company can strefch its line dowmnward, upward, or both ways.

Companies located at the upper end of the market can stretch their lines downward. A
company may stretch downward to plug a market hole that otherwise would atiract a new
competitor or ta respand to a competitor's attack on the upper end. Or it may add low-end
producis because it finds faster growth taking place in the low-end segments.
DaimierChrysler stretched its Mercedes line downward for all these reasons. Facing a sluw-
growth luxury car market and attacks by Japanese automakers an its high-end positioning, it
successfully introduced its Mercedes C-Class cars, These models sell in the $30,000 range
without harroing the firm’s ability to sell other Mercedes at rauch higher prices.

Companies at the lower end of a market can stretch their product lines upward.
Sometimes, companies siretch upward in order to add prestige to their current products. Or
thoy may be attracted by a faster growth rate or higher margins at the higher end. For example,
each of the leading Japanese auto companies introduced an upmarket automabite: Toyota



£ Product Hne stretching:
Marriott offers a full line of
hotet brands, each aimed at a
different target market.

Product mix (or product
portiolio}

Tre ser of all product lines
znd iterns that a particular
sedler offers for sale,
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launched Lexus; Nissan launched Infinity; and Honda launched Acura. They used entirely
new names rather than their own narnes.

Companies in the middle range of the market may decide 1o streich their lines in both
directions. Marriott did this with its hotel praduct line. Along with regular Marriott hotels, it
added new branded hotel lines ta serve both the upper and lower ends of tha market.
Renaissance Hotels & Resorts aims to atfract and please top executives; Marriott, upper and
middle managers; Courtyard by Marrioll, salespeople and other “road warriors”; and Fairfield
[nn by Marriott, vacationers and business travelers on a tight travel budgel. Marriott
ExecuStay provides temnporary housing for those relocating or away on long-term assignments
of 30 days or longer. Residence Inn by Marciott provides a relaxed, residential atmosphere—a
home away from home for people who travel for u living. TownePlace Suites by Marrioti pro-
vide a comlflortable atmosphere at a moderate price for extendcd-stay travelers. And
SpringHill Suites by Marriott has 25 percent more space than ap average hotel room—olfering
4 separate living and work space for business travelers.!® The major risk with this strategy is
that sowme travelers will trade down after finding that the lower-price hotels in the Marriott
chain give them preily much everything they want. However, Marriott would rather capture
its customers who move downward than lose them to competitors.

An ahternative to product line stretching is product line filling—adding more items
within the present range of tho line, There are several reasons for product line filliog: reach-
ing for extra profits, satisfying dealers, using excess capacity, being the leading full-line com-
pany, and plugging hoiss to keep out competitors, However, line filling is overdone if it
results in cannibalization and customer confusion. The company shauld ensure that new
iters are noticeably different from existing ones.

Product Mix Decisions

An organization with several product lines has a product mix. A product mix (or product portfa-
tio} conaists of all the product lines and items that a particular seller offers for sale. Colgate's prod-
uct mix consists of four major praduct lines: oral care, personal care, home cars, and pet nutrition.
Yach produet bine consists of several sublines. For example, the home care line consists of dish-
washing, fabric canditioning, and howsehold cleaning products, Fach line and suhline bas many
individual items. Aliogether, Colgate’s producl mix includes hundreds of items.

A company's product mix has four important dimensions: width, length, depth, and con-
sistency. Product mix width refers to the number of different product lines the company car-
rics. For example, Colgate markets a fairly contained product mix, cansisting of personal and
home care products that you can “trust to care for yourself, your home, and the ones you
love.” By comparison, 3M markets more than 60,000 products, a typical Wal-Mart stacks
100,000 to 120,000 items, and GF manufactures as many as 250,000 items, ranging from light-
Tulbs to jet engines.

Product mix length refers to the total number of items the company carries within
its product lines. Colgate typically carries many brands within each line. For example, its
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personal care line includes Softsoap liquid soaps and body washes, Irish Spring bar soaps,
Speed Stick and Crystal Clean deodorants, and Skin Bracer and Afia aftershaves.

Product mix depth refers to the number of versions offered of each product in the line.
Colgate toothpastes come in 11 varieties, ranging from Cnlgate Total, Colgate Tartar
Control, Golgate 2in1, and Colgate Cavity Profection to Golgate Sensitive, Colgate Fresh
Confidence, Colgate Max Fresh, Colgate Simply White, Colgate Sparkling White, Colgate
Kids Toothpastes, and Colgate Baking Soda & Peroxide. Then, each variety comes in its
own special forms and formulations. For example, you can buy Colgate Total in regular,
mint fresh stripe, whitening paste and gel, advanced fresh gel, or 2inl liquid gel
versions. !9 {Talk about niche marketing! Remesaber our Chapter 7 discussion?)

Finally, the consistency of the product mix refers to haw closely related tha various prod-
uct lines are in end use, production requirements, distribution channels, or some other way.
Colgate’s product lines are consistent insofur as they are consumer produtts that go through
the same distribution channels. The lines are less consistent insofar as they perform different
functions for buyers. :

These product mix dimensions provide the handies for defining the compaoy's prod-
uck strategy. The company can increase its business in four ways. It can add new product
lines, widening its product mix. In this way, its new lines build an the cumpany’s repu-
tation in its other lines. The company can lengthen its existing product lines to become a
more full-line company. Or it can add more versigas of each product and thus deepen its
prodict mix. Finally, the company can pursue more product line consistency-—or less—
depending on whether it wants to have a strong reputation in a single field or in several
fields.

“& Branding Strategy: Building Strong Brands

Some analysts see brands as the major enduring asset of a company, outasting the company’s
specific products aud facilities. John Stewart, co-fouader of Quaker Oats, once said, “If this
business were split up, I would give you the land and bricks and mottar, and I would keep the
brands and trademarks, and I would fare better than vou” A fovmer CEO of McDonald’s
agrees: “If every asset we owm, every building, and every piece of equipment were destroyed
in a terrible uwatural disaster, we would be able Lo bosrow all the money to replace it very
quickly because of the value of gur brard. . . . The brand is more valuable than the totality of
all these assets.”?0

Thus, brands are powerful assets that yaust be carefully developed and managed. In this
section, we examine the key strategies for building and managing brands.

Brand Hguity

Brands are more than just names and symbols. They are a keyeleqgent in the company s re
tionships with consumers. Brands represent consumers’ parceptions and feelings about a
Troduct and its performance—evervthing that the produet or gervics means to consumers. In
the final analysis, brands exist T the MINAS Of CONSUMETS.

The real value of a strong brand is its power tu capiure consumer preference and loyaliy.
Brands vary in the amount of power and value theymlzetplacc. Some brands—
such as Coca-Colz, Tide, Nike, Harley-Davidson, Disney, and others—become larger-than-life
icons that maintain their power in the market for years, even generations. These brands win
in the marketplace not simply because they deliver unique benefits or reliable service. Rather,
they succeed because they forge deep connections with customers.

Gonsumerts sometimes bond very closely with specific brands, Consider the feelings of
one Michigan couple about Black & Decker's DeWalt power tool brand:®!

Rick and Rose Whitaker weren't comforiable with the idea of a white-gown-and-tux
wedding. They kept coming back to the fact that Rick, a carpenter, had a passion for
power tools, Specifically, DeWalt powes tools, So at the July nuptials, 50-plus guests
gathered in Rick's backyard wearing DeWalt's rademark yeliow-and-black T-shirts.
The Michigan couple—both are now 44—dressed in shirts emblazoned with an
imape of DeWalt-sponsored NASCAR driver Matt Kenseth. They made their way taa
wooden chapel that they had built sith their TieWalt gear. There thay exchanged
power lools, cutting the cake with a power saw.



Chapter 8 Product, Services, and Branding Strategy 231

A powerful brand has high brand equ ity Bragd
equity is the positive differeptial effect that knowing
& brand name has on customer response to Lhe prod-
uct or service. One measure of a brand's equity is the
extent ich customers are willing to pa maore for
the brand. One study found that 72 percent “of cus-
iomers would pay a 20 percent premium for their
brand of choice relative to the clesest competing
brand; 40 percent said they would pay a 50 percent
preminm. Tide and Heinz lovers are willing to pay a
104} percent premium.22

A brand with strong brand equity is a very valu-
able asset. Brond valuation is the process of estimal-
ing the total financial value of 5 brand. MedSuring
such value is difficult. However, according to one
estimmate, the brand value of Coca-Cola is $67 billicn,
Micrasoft ie 357 hillion, and IBM iz $36 billion. Other
brands rating among the world's most valuable
include GE, Intel, Nokia, Toyota, Disney, McDonaid's,
and Mercedes-Benz. %

High brand sguity provides a company with mauny
competitive advantages, A pawerful brand enjoys a
high level of consumer brand awareness and loyalty.
Becalse copsumers expect stores to carry the brand,
the company has meore leverage in bargaining with
resellers. Barawso the brand name carries high credi-
bility, the company can more easily launch line and
rand oxtensions. A powertul brand offers the com-
pany some defense against fierce price competition.

Above all, howsver, a powerful brand forms the

T Consumers sometimes bond very clossly with specific brands. Jokes the basis for building strong and profitable customer rela-
bride: “He toves DeWalt nearly as much as he loves me.” tionships. The fundamental asset underlying brand

Brand | equity
Trar DDaitlve '1|ﬁ9rcnl|al affect
that “newing the brard name’

has DA CUSTOIMEr responss _to

equity is cystomer eguity—the value of the customer
Zelationships that the brand™reates. A powertul bram
is important, but what it really represellis 15 4 Proftabie set of Toyal customers. The proper
focus of marketing is building custamer equity, with brand management serving as a major
marketing taol. Says one markeling expert, “Companies need to be thought of as portielios of

customers and not portfolios of products.”?*

Building Strong Brands

ZsET fzhﬂml'—m—— s e -

Branding poses challenging decisions to the marketer. Figure 8.3 shows that the major brand
strategy decisions involve brand positioning, brand name selection, brand spensorship, and

Jrand development.

Erand Poai 10111:1.19,‘

Marketers nieed to pusumn (heje brands clearly intacget customers' minds. They can position
brands at any of three levels.? At the Jpwest level, they can position 1 the brand on predugt
gitributes. Thus, The Body Shop marketers can talk about their products’ natural, environ-
o o] | B

mentally friendly ingredients, nnique scents, and special textures. However, atteibutes are the
least desirable level for brand positioning. Competitors can easily copy attributes. More

FIGURE 8.3 Major brand strategy decisions
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important, customers are not interested in attri-
butes as such; they are interested in what the
Tha Mew . attributes will do for themn.

Godiva Gold A brand can be better positioned by associat-
Collection - ing its name with a desirable bensfit. Thus, The
G"i::ﬁ,'::f"’“;::;"::: ; Body Shop can go beyond product fngredients and

e to b g b ¢ talk abont the resulting beauty benefits, such as

mcﬂ“ﬁr,::;:.:: : clearer skin from its Tea Tree Oil Facial Wash and
R . sun-kissed cheeks from its Bronzing Powder. Some
successful brands positioned on benefits are Volvo
{safety}, FedEx (guarantesd on-time delivery), Nike

[performance}, and Lexus {quality].

T@@ng;ﬁﬁ go beyond attribute or
penefit positigning. ey are positm
strong baliefe and palyes. These brands pack an
emotional wallop. Thus, The Body Shop can talk
not just about environmentally friendly ingredi-
enls and skin-care benefits, but about how pur-
chasing these products empowers its socially
conscious customer to “make up your mind, not
just your face."?% Successful brands engage cus-
tosners un a deep, emotional level. Brands such
ag Starbucks, Victoria’s Secret, and Godiva rely
less on a praduct’s tangible attributes and more
on creating surprise, passion, and excitement
surrounding a brand,

When posilioning a brand, the markeler
should establish a_mission for the brand and a
vision of what the brand must be and do. A brand
is the eompany's promise to deliver a specific set of
features, benefits, services, and experiences consis-
tently to the buyers. The brand promise must be
simple and honest. Motel 6, for example, offers
clean rooms, low prices, and pood service but does
not promise expensive furniture or large bath-
rooms. i contrast, The Ritz-Carlton offers luxuri-
ous rooms and a truly memorable experience but
does not pramiss low prices.

Brand positicning: The strongest brands go beyond atiribute or benefit
positioning. Giodiva engages customers on a deeper level, touching universal
amgtions.

Brand Nawe Sglgotion

A good name can add greatly to a product’s success. However, finding the best brand name is
a difficult task. It begins with a careful revisw of the product and its bensfits, the targst mar-
kel, aud proposed marketing strategies. After that, naming a brand becomes part science, part
art, and a measure of instinct (see Real Marksling 8.1).

Desirable qualities for a brand name 1nc1udc the following: (1) It should suggest same-
thing w%nm_ﬂ.”:%ﬁ_a_%a s benefits and_gualities. ixamples: BeautyTest, sinan, Curves,
OFF! hug spray. (2] It should be easy to pronouilce, recognize, and rememher Short names
help. Examples: Tide, Si e, BT [Onger Onas afe sometimes efective. Exa.rﬁple *[Can't

Believe It's Not Batter” marga.rme {2} The brand name should be dlstmctlve Examples:
Lexus, Kodak, Oracle. (4) g should be ektend_bl_e ATirazon. com begaﬂ @5 an onlime bookseller

ranslate easily into foreign languages. Before spending $100 l'ﬂll].IUTJ. to cliange its nams o
Fxon, Standard Oil of New Jersey iested several names in 54 languages in more than 150 for-
eign markets. It found that the name Ence referred to a stalled engine when promounced in
Japanese. (6} It should be capable of registration and legal Jprotection. A brand name cannot be
repistered if it Tniringes oo “RIGHIg Tig DTand names.

Once chosen, the brand name must he protected. Many firms try to build a brand name
that will eventually beCume identified with the product category. Brand names such as
Kleenex, Levi's, Jell-O, BAND-AID, Scotch Tape. Formica, Ziploc, and Fiberglass have suc-
ceeded in this way. However, their very success may threaten the company’s rights o the
name. Many originally protected brand names—such as cellophane, aspirin, nylon, kerosene,
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linoleum, yo-yo, trampoline, escalator, thermos, and shredded wheat—are now generic
names that any seller can use. To protect their brands, marketers present them carefully usi ny
the word “brand” and the registered krademark symbol, as in “BAND-AID® Brand Adhesive
Bandages.”

Brand Spomsarlep

by a reseller ot El product or_'

A manufacturer has four spansorship options. The product may be launched as a
magufectirers brand (or national brand), as when Kellogg and Apple sell thair putpat under
their own manufactuwrer’s brand pames, Or the manufacturer may sell to resellers who give it
a grwate brand (also called g store brond or distributor brand). Although most manufacturers

craate their own brand names, others market leen l;ed anas Finally, two companies can join

forces and co-brand a product.
IR

Sl Manufacturers’ brands have long dom-
mated Lhe refail scens. In reuent tlmes how ever, an increasing nurmber of retailers and wholes-
salers have created their own private brands {or slore brands]. And in many industries, these

privale brands are giving manufacturers’ brands a real run for their money:

Melanie Turner has forgotten her shopping list, but the 42-year-6ld pension consul-
tant doesn't seem to mind. Entering her local Costeo store, Turner knows right where
she's going. In the dish detergent section, hsr hand goes past Procter & Gamble’s
Cascade to grab two 96-ounce bottles of Kirkland Signalure, the in-store brand that
Castco has plasiered un everything from cashews to cross-trainer sneakers. Trolling
for some fresh fish for dinner, she hauls im a 2 1/2-pound package of tilapia—it, too,
emblazoned with the beld red, while,
and hlack Kirkland loga. Then it's off to
the paper aisle, where she picks up
mammoth packs of Kirkland dinner nap-
king, Kirkland toilet paper, and . . . wait,
where are the Kirkland paper tuwels?
Her eyes scan the store’s maze of hulking
pallets—no sign of theru—Dbelore coming
to rest on & 12-pack of P&C’s Bounty. A
marnent of decigion. Tl wail on this,”
she says Boally.

And there, in microcosm, is why
Melanie Turner scares the pants off
Procter & Gamble, Unilever, Kraft, and
just gbout every coensumer-goods com-
pany out there. Her shopping cart is
headed for the checkout aisle, and
thers's hardly u national brand in it, ...
A subtle tectonic shift has boen reshap-
ing the world of brands, Retailers—
once the lowly peddlers of brands that
were made and marketed by big,

& Anincreasing number of retailers have created their own store brands. Costco’s tmportant manufacturers—are now
Kitkland brand adgrns evarything from baby wipes to barbeques. behaving like full-fledeed marketers.>”

It seems that almost every retailer now carries its ows store brands. Wal-Mart offers Sam's
Choice beverages and {uod products, Equaie pharmacy and health and beauty products, and
White Clond brand toilet tissue, diapers, deiergent, and fabric sofiener. More thar half the
products at your local Target are private brands, and grocery glant Kropger markets some 8,000
iterns under a variety of private brands, such as Private Selection, Kroger Brand, EM.V, (For
Maximum Value), Naturally Preferred, and Fveryday Living. And private labels make up
more than 80 percent of Trader Joe's rerchandise. At the ather end of the speclrum, upscale
retailer Saks Fifth Avenue carries its own clothing line, which features $98 men's ties, $200
haiter-tops, and $250 cotton dress shirts.

In all, private brands capture more than 20 percent of all U.5. consumer products sales.
Private-label apparel, such as Gap, The Limited, Arizona Jeans (JC Penney), and Liz Lange
(Target), captures a 36 percent share of all U.S, apparel sales.?®
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Every company wants a name that's
- i “sticky"-—one that stands out from the
crowd, a catchy nandls that will remain fresh and
memaorahle cver time. But the issue of stickiness
turns out to be kind of, well, sticky. Such names are
hard to fing, especizlly because naming frends
change—often decade by decads. ‘Whereas the
giddy 1990s wera all about quirky namas (Yahoo,
Guoogle, Fogdog) of trademark-proof monikers con-
cocted from scraich (Movartis, Awentis, Lycosh,
tastes have shifted amid the uncertainties of the
naw mellennium.

Taday's styie is ta build corporate identity around
words that have real meaning, to name things in the
spirit of what they actually are. The new names are
all about purity, clarity, and organicism. For exam-
plz, names like Silk {soy milk), Methed {home prod-
ucts), Blackboard (school software), and
Srrartwater {beverages) are simple and make intu-
itive sense. “There's a trend toward meaning in
words. When it comes duwn to evocative words ver-
sus strafghtforward names, straightforward will win
in testing every ime,” says an exacutive from a New
York branding firm.

Embracing real words over fake ones hardly
comes as a surprise, of course. But why has it taken

Nammg hrands: Theres some science to it, am:l some I:rasrc rules to be heeded but
there's also a big dose of art and more than a Bttle instinct.

50 long for this idea to catch on? In part, the wave of meaningless
nameas during the 1990s can be traced 10 a spike n wademark apphi-
cetions that resulted from the surge in dot-com start-ups. In 1985,
64,677 applications were filed. Ten years later that nuriber had
almost tripled, before peaking &t 375,428 in 2000. As the ool of reg-
isterad trademarks has grown, so has the chailenge of finding an

name was a simple way tu sidestep the crowd. There was also some
method o this madness: A company with a new and differant word
can supply whatever associations it chooses and expand into any
business it wanis.

Bui the problem with al! these meaningless narmes became clear
as the number of companies adopting them grew. As more and more

available name. In that coniext, choosing a whimsical or made-up  Accentures and Covisints dotted the landscape, #t became harder for

In the so-called bottle oﬁ the brands between manufacturers’ and private brands, retailers
have many advantages. They control what products they steck, where they go on the shelf,
what prices they charge, and which onses they will feature in local circulars. Most retailers
also charge manufacturerg, .‘;fotfing fees—payments from the manufacturers before the retailers
will accept new products and find “slots” for them on thelr shelves. Slotting fees, which gen-
erate over §9 billion for the placement of new products alone, have recentiy received much
scrutiny from the Federal Trade Comieission and stata legislatures, which waorry that they
might dampen competition by restricting retatl shelf access for smaller manufacturers who
can't afford the fees 2°

Private brands can be hard to_esi;
also yield higher profit margins for the reseller
that cannot be bougbt from competitors, resulting in greaier stme tratfic and onalty Retallprc
price their store brands lower than comparable manufacturers’ brands, thereby appealing to
hudget-conscious sheppers, especially in difficult economic times. And mast shoppers
believe that store brands are oftent made by one of the larger manufacturers anyway. They'te
right. National brand makers such as Birds Eye, Del Monte, Hormel, Kimberly-Clark, and Sara
Lee also make store brands.

To fend off private brands, leading brand marketers must invest in R&D to bring out new
brands, now features, and continuous quality tmprovements. They wust design strong adver-
tising programs o maintain high awareness and preference. They must find ways to “partner”
with major distributors in a search for distribulion economiss and improved joint performance.
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consumers to keep track of the differences betwaen them. Changs
came after the economic boom wenk bust and he number of frade-
mark applications declined. Coming up with unigue names is still dif-
ficult, but the pressure to come up with something—anything—that a
company can call its own has subsided.

Herce, the return to grace of real, natural-sounding names. Of
course, thares really nothing all that novel about using natural-
sounding brznd nares. Apple Cemputer did it more than 25 years
ago, a5 did 3imple Shees in 1391, 3o where did JetBlue come fram?

Traditionally, Airlines have Dorne names that either refer to the
carrier's gengraphic roots (American, Marthwesi, Southwest) or evoke
the idea of global reach (Unitec, or the now defunct Pan American
and Trans Worid Asrlines). But as a new airline with plans to offer
oudget travelers a stylish and unique way to fiy, JetBlue decided to
take a differen? approach, “We didn't want o jumg on the made-up-
weid andwagon,” recalls JeiBiueg's VP for corporate communica-
flons. “We wanted to use a real word, out we didn't want it to sound
like an aidine.”

Worldng first with its New York ad agency and then with Granding
consultancy Landcr Asseciaies, the aiting came wp with early naming
candidiates such as Fresh Al Tawd, Egg, and It. But the narme Blue—
with its simple evocation of clear skies and serenity—emerged a final-
ist. After trademark lawyers pointed out that it woudd be impessible to
pretect the name Blue without a distinctive qualiffer, TrueBlue
emerged. But that name was elready heid ny a car-rental agency.
tventually, JetBiue was born, The name worked, and when JetBlue
inzugurated service in 2000, 20 did the branding made!. The new air-
line’s success spawited a saming trend amang other discount carricrs,
including United's Ted and Delta’s Scng (now merged back into Delta).

Ted and Song? Simple and ezsy 10 ramember. But what do those
words have 1o do with the airling industry? Nothing—and that's aartly
the point. “It's effective tn use ordinary waords out of context,” says
corsLltant Laura Ries, coauthor of The 22 lmmuteble Laws of

Branding. It also works to use nameas "that are suggestive of the cat-
egory. These are names like Blockbuster, Curves, Amazon, Palm,
and Subway, Assuming the words are simple, your brand name will
be ¢asy to say, spell, and remember.” Likewise, firms are also waking
up to the idea that some organic names are fun to say---and that
makes them =asier ta spread by word of mowth. In an age where
evenything can be found by way of Google, simple nzmes da docble
duty as gasy-to-remember keywords,

That's what happened to Aligh, & start-up that recently faunched
its first product—a device built from military-grade technoclogy that
atlows people talking on cell phones to be heard ower background
noise. No one can remember Aliph, of course. But the product’s
name, Jawbone, refers 1o both the idiomatic expression for talking
and the faci that the devige works by actuaily menitonng jawhbane
and cheek vibrations, *We knew we would have to be different in
every way—from the design of the device to our name,” says Aliph's
VP for praduct development. The name turnad out to be a handy way
for customers to find the product. Aliph was able ¢ buy the
jawbone.com domein, and now when peaple type “jawbone”—a
comman ngun-—into Google, the company's site comes up first in the
resulis. Indeed, the search engine might be the bestindicator of how
sticky a name really is. :

So, it's clear that finding just the right brand name is hard work.
There's cerainiy some scienca to it, 2nd sorne basic rules that naed
to De heeded. But there's also a big dose of art, and more than a litte
instinct. Try it yourself. Fick a product and see f you can coma up
wilh a better name Jor it How about Moonshoi? Tickie? Vanitla?
Troehugger? Simplicity? Sorry. Geogle them and you'll fing that
they're zlready taken.

Source: bdapted from fuex Franked, “The New Science af Naming,”
Business 2.0, December 2004, pp. 23-55.

Most manufacturers take years and spend millions to create their own brand

u_ﬁm—m“# . . .
fames. However, same comparies license names ar symbola previouely created by other map-

Afacturers, names of well-kuown celehrities, or characters from popular movies and books.

b - B . N TS = e =
For a fes, any of these can provide an instant and proven brafid name.

Apparel and accessories sellers pay large royalties to adorn their products—from blouses

10 lies, and linens to luggage—with the names or initials of well-known fashion innovators
such as Galvin Klein, Tommy Hilfiger, Gueci, or Armani. Sellers of children’s products altach
an almost endless list of character names to clothing, toys, school supplies, linens, dolls,
lunch boxes, cereals, and other items. Licensed character names range from classics such as
Seseme Street, Disney, Peanuts, Winnie the Poeh, the Muppets, Scoohy Doo, and Dir. Sruss
characters to the mare recent Dora the Explorer, Powerpuff Girls, Rugrats, Blue's Clues, and
Harry Polter characters. And cwrrently a number of top-selling retail toys are products based
on television shows and mevies such as Supermon Mighty Muscles Suit, the Spider-Man
Triple Action Web Blaster, and Dora’s Talking Dallhouse.

Name and characterlicensing has grown rapidly in recent years. Annual retail sules of
licensed products in the United States and Canada have prawn from only $4 billion in 1977 to
$55 billigw in 1987 and more than $175 billion today. Licensing can be a highly profitable
business for many companies. For example, Nickelodeon has developed a stable full of
hugely popular characters—such as Dora the Explorer, the Rugrats clan, and SpongceBob
SruarePants. Products sporting these characters generals muore the §5 billion in anmnnal retail
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B Licensing: Mickelodean has developed a stable full of hugely popular characters—such as Dora the Explorer,
the Rugrats clan, and SpongeBob SquarePants—~which generate more than $5 billion in annual retail sales.

sales. “When it comes to licensing its brands for consumer products, Nickelodeon has proved
thal it has the Midas touch,” states a brand licensing expert.?”

Go-branding Although compa.mes have been go-hranding products for many years, there
cﬁezpﬁ?hcc of using trie "has been a recent resurgence in co-branded products. Last year alone, 524 new co-branded

esLabh_—,heo qrand r1ar-|es_c;‘ products were introduced. Co-branding occurs when two established brand names of differ-
ent companies are used on the same product. For exampls, Brave! Foods (which markets
Slammers dairy brands) co-branded with MasterlFoods {which markets M&Ms, Snickers,
Starhurst, and many other familiar candy brands) to create Starburst Slammers, 3 Musketeera
Slammers, and Milky Way Slammers. GE worked with Gulligan to develop its Water by
Cullizan Profile Performance refrigerator with a built-in Culligen water filiration system. In
most co-branding situations, one company licenses another company's well-known brand to
.use in combination with its own,

Co-branding offers many advantages. Because gach brand dominates in a different cate-
gory, the combined brands create Eroadel consuzmer appeal and greater brand pquity. Co-
brd.ndmg also allows a company to expan nfo g gafegory it might Gther-
wise have difficulty entering alone, For example, consider the co- -branding efforts of SunTrust

Banks and Wal-Mart, through which SunTrust is setting up in-store branches co-branded as
“Wal-Mart Money Center by SunTrust.” The arrangement gives SunTrust 2 presence in Wal-
Murl's massive supercenters. 1o return, it gives Wal-Mart a foothold in financial services and
lets it serve its customers better by offering check cashing, money transfers, money orders,
and pther services,™

Co-branding also has 1jmitations. Such relationships usually involve complex legal con-
tracts and hcenses Co brandmg partmers must mreﬁlﬂy coordinate thefr Sdverasm , sales

Tpro gfforts. Finally, w yranding, edch parcier must FisT
the other will take guod care of its brand. For example, consider the marriags between Kmart
and the Martha Slewart Everyday housewares brand. When Kmart declared bankruptcy, it
cast a shadow on the hMartha Stewart brand. In turn, when Mavtha Stewart was convicted and
jailed for illegal financial dealings, it created negative associations for Kmart. Kmart was fur-
ther crbarrassed when Martha Stewart recentty struck a major licensing agreement with
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FIGURE 8.4 Product category .
Brand_ davelqgment Exsshng Net
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Macy's, announcing that it would separate from Kmart when the carrent contract ends in
2009. Thus, as one manager puts it, “Giving away your brand iz s lol like giving away your
child—you want to make sure everything is perfeci.”32

_ ﬁrzmd 'ﬂe veT onpment

A company has four choices when it comes to developing brands (see Figure 8.4). It can fntro-
duce fine extensions, brand extensions, multibrands, or new-higads.

——

Line extension i leexienus oecur when a company extends existing brand names to
'_T_}__c___@jmg an exislng orgrd,  new forms, co]ors sizes, ingredients, or flavars of an existing product category. Thus, Yoplait
';_“ e o new foss. colors, inteoduced several line extensions, including new yogurt flavors, a yogurt smoothie, and a

Sizes, ingredients, or fla yogurt with added choelestercl reducers. And Morton Salt has expanded its line to include

. ..af an existing product, regular jodized salt plus Morton Course Kosher Sall, Mortun Sea Sall, Morton Lite Salt (low in

category. sodium). Morton Pepearn Salt, Morton Salt Substitute, and saveral others. The vast majority
- i of all new-product activity consists of line extensions,

A compsany might introducs line extensions as a low- n%lmg—gq why to intraduce new

products. Or it might want to meet conswmer desires for variely, to use excess capacity, or

qlmply to command more shelf space fmm respllprs Howe e, lme extenfions mvoho some

hrancls can camejoﬂiumcr confusmu 01 f1 ustrauon

Want a Coke? Not so easy. Pick from more than 16 varieties. In zero-calorie verstons
alone, Coke comes in three subbrands—Diet Coke, Diet Coke with Splenda, and Coca-
Cola Zero. Throw in the flavored and free versions—Uiet Cherey Coke, Diet Coke with
Lemor, Diet Goke with Lime, Dist Coke Black Cherry Vanilla, and Caffeine-Free Thet
Coke—and you reach a dizzying nine diets from Coke. And that doesn’t count "mid-
calprie” Coca-Cola C2. Each subbrand has its own hype—Diet Coke tells you to “light
it up,” and Coke Zero allows you to “enjoy Goke-noess with zero calories.” And Coca-
Cola CZ has “1/2 the carbs, 1/2 the calories, all the great taste.” But it’s unlikely that
many consumers fully appreciate the differences, Instead, the glul of extensions will
likety cause what one expert calls “profusion confusion.” Laments one cola con-
swner, “Iow many versions of Diet Coke do they need?”32

Another risk is that sales of an extension may come at the sxpense of other items in the
line. For example, the grigina! Hershey's Kisses have now morphed into a {ull line of Kisses,
including such morsels as Rich Dark Chocolate Hershey's Kisses, Hershey Kisses Filled with
Caramel, Hershey Kisses Filled with Dulce de Leche, and a dozen others. Althaugh all ae
doing well, the original Hershey's Kiss brand now seems like just another flavor, A line exten-
sionn works best when it takes sales away from competing brands, not when it “cannibalizes”
the company’s other items.

Brand extension e ) A hrand menamn extejzd% a currenl brand pame tu new or mochfwd__
Exfending an existing trand TV.
Rame o | new product Hugglas rand from dlsposable dlapers toa fuli line uf tolletrms for tUlb from shampoos
Categorles T lotions, and disper-tash ointments to baby wash, disposable washclothes, and disposable
T changing pads. Victorinox extended its venerable Swiss Army brand from multitool kntves to
products ranging from cutlery and ball point pens to watches, luggage, and appacel. And
Brinks leveraged its streng teputation im commercial sseurity to launch Hrink's Home
Security syslems.
A brand extension gives a new product jnstant recogpition and faster acceptance. It also

Javes Lhe high adverusuw costs usually required o build @ new brand name. At  the same
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time, a brand extension strategy involves soms risk.

Brand extensions such as Bic pantyhose, Heinz pet

food, LifeSavers gum, and Clorox laundry detergent

met early deaths. The extension may confuse the

image of the main brand. And if a brand extension

fails, it may harm consumer attitudes toward the
other products carrying the same brand name.

Further, a brand name may not be appropriate fo

a particular new product, even if it is well made and

: L S satisfying—would you consider buying a Harley—

- Davidson cake-decorating kit or an Evian water-filled

PRDTBE$ TED : : 3 . padded bra (both failed)? Companies that are tempted

' to transfer a brand-name munst research how well the

brand's associations fit the new product.®

-—-u-—mmuq,.__ G ompam es ofted introduce additional
; ry, Thus, Procter & Gamnle

markeis many different heands in each of its product

categories, Multibrunding offers a way to gglablish

dxffpmnt faginres and_appeal to dlffercnt t buying

motives. It also alluws & COMpATY 10 [DCK 0} IMore

rpse[lpr ghplf qpac&

brand might obtain 0111}' a small market share, and

B Brand extenstons: Brinks leveraged its strang reputation in commerdiat
\ L . none may be yery proflta'bla The companty may end
security ta launch Brink's Home Security systems. i S
. up spreading its Tesomees over many brands instead
of building a few brands to a highly profitable level.
These companies should reduce the number of brands they sell in a given category and set up

tighter screening procedures far new brands,

i A company might believe that the power of its existing brand name is waning
and a new sw hrand name js needed. Or it may creale a yew bran lers.a pe

Md tcalegaefor which npne of the company’s qurront b hr:-m rl__ame.s are. appmpnatc For
example, Toyota ¢reated the separate Scion brand, targeted toward GenY consumers. Japan’s
Matsushita uses separate narnes for its different families of consumer electronics products:
Panasonic, Technics, JVC, and Quasar, to name just a few.

As with multibranding, offering too many new brands can, result in & company spreading
its resonrces toa thin. And in some industries, such as consumer packaged goods, consumers
and retailers have become concerned thai there are already too many brands, with too few dif-
ferences between thew. Thus, Procter & Gamble, Frito-Lay, and other larpe consumer product
marketers are now pursuing megabrand strategies—weeding out weaker brands and focusing
their marketing dollars only on brands that can achieve the number-one or number-two mar-
ket share positions in their categories. “Ws . . . sort through our smaller brands,” says P&G's
CEQ, and “divest the ones that don't have a strategic rele or cannot deliver,”3%

Managm > Brands

Compa.me.s must manage their hrands carefully. First, the brand's positioning wust be con-
tinuously gommunic rs. Major brand marketers often spend huge amounts
on advertlsmg to create brand awarensss a_nd to build preference and loyalty. For example,
Verizon spends more than $1.7 billion annually to promote its braed. Coca-Cola spends
5317 million en its Goca-Cola and Diet Coke hrands.?®

Such advertising campaigns can help to create pame recognition, brand knowledgs, and
maybe even some hrand preference, However, the fict is that brands are not mamiained by
advertising but by the brand experfence. Today, customers come 1o know a brand through a
wide range of contacts and touch points, These include advertising, but also Rersonal experi-
gnce with the brand, w ord_of mouth, company Web pageb;igg_li]anuﬂ_l_gggu The company
must put as much care into managing these touch points ag it does into producing its ads. “A
brand is a living entity,” says former Dispey chief executive Michael Eisner, “and it is
enriched ar undermined cumulatively aver time, the product of a thousand small gestureg. 37

'The brand’s positioning will not take hald fully unless everyone in the company lives the
brand. Therefore the company needs to train its people to be customer centered. Even better,
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the company should carry on internal brand building to help employees understand and be
enthusiastic about the brand promise. Many companies go even furiher by training and
encouraging their distributors and dealers to serve their customers well.

All of this suggests that managing a company’s brand assets can no longer be lsft snly to
brand managers. Brand managers do not have enough power or scope to do all the things nec-
essary to build and enhance their brands. Moreover, brand managers often pursue shart-term
results, whereas managing brands as assets cails foe lonper-term sirategy. Thus, some compa-
nies are now setting up brand asset manapement teams to manage their major brands. Canada
Dry and Colgate-Faimolive have appointed brend equity managers to maintaiu and protect
their brands’ images, associations, and quality and to prevent short-term actions by oversager
brand managers from hurting the brand.

Finally, companies need w pericdically audit their brands’ stengths and weaknesses, 8
They should ask: Does our brand excel at delivering benefits thal consumers truly value? Is
the brand properly positioned? Do all of our consumer iouch points support the brand’s posi-
Uoning? Do the brand's managers understand what the brand means to consumers? Docs the
hrand receive proper, sustained support? The brand audit may torn up brands that need mare
support, brands that need tu be dropped, or brands that must be rebranded or repositioned
hecause of changing customer preferences or new competitors.

 Services Marketing

Services have grown dramatically in recent years. Services now account for close to 79 per-
cent of 1.8, gross domestic product. And the service industry is growing. By 2014, it is esti-
mated that nearly four out of five johs in the Unirted States will be in service industriss.
Services are growing even faster in the world economy, making up 37 percent of the value of
all international trade.®

Service industries vary greatly. Governments offer services through courts, employment
services, hospitals, military services, police and fire departments, postal services, and
schools. Private not-for-profit- organizations offer services through museums, charities,
churches, ¢olleges, IGundations, aad Bospilalg. A large number ol husiness arganizations offer
services—airlines, banks, hotels, insurance companies, consulling firms, medical and legal
practices, entertainment corapanies, real-estate firms, retailers, and others. .

Mature and Characteristics of a Service

L il b WAL T B 2l A i

A company musl consider four special service characteristics when designing marketing pro-
grams: Qtﬂgﬂr’bﬂﬁ& ﬂnﬂsfg&&r_qﬁi&hﬂjﬂ zg_@.{:ggi_l}f and jg@rifﬁabﬂﬁg {se¢ Fignre 8.5).

Service intangibility medfs that sorvices cannot be seen, tasted, falt, heard, or amelled
befm. For example, people undergoing cosmetic surgery cannet see the
resull before the purchase. Airline passengors have nothing but a ticket and the promise that
they and their luggage will arrive safely at the intended destination, hopefully at the same
tinte. To reduce uncertainty, buyers look for "signals™ of servies gquality. They draw conchi-
sions about quality from the place, people, price, equipment, and communications that they
can see.

- Itangibiity

© 8 e'.'r'vii:.:es cannot be e o
" tasted, felt, heard, of
- -smelied before purchase. .

. Perishability ~

Servicos cannct ba stored”
~ for Jater sale or use
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A major characteristic of

tagk is to make the service tangible in ong ur Imore ways

. qhtx Ote anaiyst calls Lb.l!;__(.-,‘J’J_dEHQB manggemient, in

which the service organization presents its customers with organized, houest evidence of its

capabilities. The Maye Clinic practices good evidence managsment;®

= =

When it comes to hospitals, it's very hard for the average patient to judge the guality
of the “prodact.” You can't fry it on, you caa't return it if you don't like it, and you
need an advanced degree to understand it. And so, when we're considering a med-
ical facility, mast of us unconsciously turn dstective, looking for evidence of compe-
tence, caring, and intogrity. The Mayo Clinic doesn't leave that evidence to chance,
By carefully managing a set of visual and experiential clues, Mayo offers patients and
their familiss concrete evidence of its strengths and values. For example, staff people
at the clinic are trained to act in a way that clearly signals its patient-first focus. “My
doctor calls me at home ta check on how [ am doing,” marvels one patient. “She
wants to work with what is best for my schedule.” Mayo's physical facilities also
send the right signals. They've hesu carefully designed to relieve stress, offer a place
of refuge, create positive distractions, convey caring and respect, signal competence,
accommodate families, and make it easy to find your way arcund. The result?
Exceptionally positive word of ntouth and abiding customer loyalty, which have
allowed Mayo Clinic to build what is arpuably the most powerful brand in health
care—with very Httle advertising.

Physical goods are produced, then stored, later sold, and still later consumed. [n coptrast,

Draduced snd.consumed at the same time. Service-inseparability

Imeans that services ca.u_not be separated from their provlders whether the providers are peo-

’?eﬁ??ihﬁ are procuced,  ple or machines, If a service employee provides the service, then the empiloyee becomes a part
and consumed al the same

Service variability
~ A Thajr characenstic.of
= s'ervi:z_:qs_——their quality may
I _lI,L _depending an..

R J——

Sewme penshahlllty

ma i CharaC_t;ELSIL- of

T cn e o

Sg_Lgin_e:p[qfit chain
The ch ks St:l’\-'IC_E!
f|rm omflts with erroloypo

and_custcmer catlsramon

of the service. Because the customer iz also present as the service is produced, provider
ted  cus tomerin tF'{ﬂt“I’fOH is a special feature of services marketing. Both the provider anlgﬁ'm—
" {oreer affect the service putcome.

Serviee variability means that the quality of services depends on who provides, [hem as
we]_l ‘as when, where, and how they are Qrowded Tor example somé hotels—say, Marriott—
[ave reputations for providing better service than others. Still, within a given Marrioit hotel,
one registration-counter employee may be cheerful and efficient, whereas another standing
just a few leet away may be unpleasant aod slow. Even the quality of a single Marriott
employee’s service varies according to his oc her energy and frame of mind at the time of each
customer encounter.

Selwm means that services cannot be stored for later sale or use. Some doc-
tors Charge patients for niissed appointments because the service value existed only at that
point and disappeared when the patient did not show up. The porishability of services is not
a preblem when demand is steady. Howaver, when demand fluctuates, service firms often
have difficult problems. For example, because of rush-hour demand, public transportation
companies have 1o own much more equipment than they would if demanid were even
throughout the day. Thus, service firrns often design strategies for producing a better rmatch
between demand and supply. Hotels and resorts charpge lower prices in the off-season to
attract more guests. And restaurants hire part-time employees to serve during peak periods.

Marketmg Strategles for Service Firms

}u‘it like manufacturing busmesses good service firms vse marketing lu pomtlon themselves
strongly in chosen target markets, Target promises “Expect more, pay less.” Tha Ritz-Carlton
Hotels positions itsclf az offering a memorable experience that “enlivens the senses, instills
well-being, and fulfills even the unexpressed wishes and needs of our guests.” At the Mayo
Clinic, “the needs of the patient come first.” These and other service firms establish their
positions through traditicnal mearketing mix activities. However, because services differ from
tangible products, they often require additional marketing approachas, :

The S-ﬂ} vige-T 1'0?1% Chain

== e,

In a service hu%meﬂs, the customer and front-lineservice emplayee inferget to create the ser-
vice. Effective interaction, in turn, depends on the skills of front-line service employees and
on the suppoit processes backing these employees. Thus, snccessful service campanies focus

their attention on hoth their cust s and, their emplayecs. They understand the service-
1.bgth their customers and their emplay L i
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profit chain, which links service {irm profits with employee and customer satisfaciion. This
chein consists of five links:*t

8 _Interngl service guality: superior employee seleciion and 1 training, a quality work environ-

‘ment, and strong support for } thnse dealing th customers

productive service ompioyees more satisfied, onai_znd hardworking

= T s R e

emplnvcpq which results .

ter_service value: more eﬂect ive and efficient customer value creation and service
delivery, which resultsin . . .

atisfied gnd loyal customers: satistied customers who retnain loyal, Tepeat purchase, and
refer other customniers, which results in |

8 Healthy service profits and gmmh:,sup.e_ﬁur_s_eﬂ ice firm performance.

Therefore, reaching service profits and growth goals begins with taking care of those who
take care of customers {sce Keal Marketing 8.2). Tn fact, legendary founder and former CEQ of
Southwest Alrlines, Herb Kelleher, always pul employ-
eos Hrst, nat custormers. His reasons? “Tf they're happy,
satisfied, dedicated, and energetic, they'll take gond
care of customers,” he says. “When the customers arg
happy, they come back, and that makes shareholders
happy.”4? Consider Wegmans, a 71-store grocery chain
in the Mid-Allantic States.

Wegmans custemers have a zeal for the store
that borders on obsession. Says one regular,
“Going there isn’t just shopping, it's an event.”
A recent national survey of food relailer cus-
tomer satisfaction put Wepmans at the top.
Last, year, Wegmans received more than 7,060
lettars from around the country, about half of
thein asking Wepmans to come to their town.
The secrst? Wegmans knows that happy, satis-
fied employees produce happy, satisfied cus-
tomers. So Wegmans takes care of ifs employ-
ges. Il pays higher salaries, shells out money
for employce college scholarships, covers 100
percent of health insurance premiums for
smployees making less than $55,000 a year,
aned tvests heavily in employen training. o
fact, last year Wegmans lopped Fortune mags-

: : zine's hest-companies-to-work-for list. “The
& The service-piofit chain: Happy emplayess make for happy customars, bigaest reason Wegmans is a shopping experi-

“The biggest reason Wegmans is a shopping experience like no other is that snce like no othor is that it {s an smployer like
it is an emplayer like no other.” 1o other,” says a Wepgrnans watcher.®?

Thus, service marketing requires more than just traditional external marketing using the

Iou.r Ps. Flgure 6.6 shows that seivice marketing albo & req&‘ires_j—m nierndl mMarkenng-and

m!em(,twe marketing. I_nlemal markehng means that the service firm must crient and motivate
)

FIGURE 8.6 Company
Three types of service [y
= . — .

Internal

@rketmg

Employees C o & Cuslomers

» Interactive
y\ marketing ;
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The Ritz-Carlton, & chain of luxury hotels renowned for
outstanding service, caters to the top 5 percent of cor-
porate and leisure travelers. The company’s Credo sels lofiy
customer-service goals: " The Ritz-Carlton Hotel is a place whare the
genuine cars and comfort of our guests is our highest mission. . . .
The Ritz-Carlton experience enlivens the senses, instills well-beirg,
and fuifills even the urexpressed wishes and neads of our guesis.”

The Credn is more than just wards an paper—The Ritz-Carlion
delivers on its promises. In surveys of departing guests, some
95 percent report that they've had a truly mermoratile experience. In
fact, at The Ritz-Carlion, exceptional service encourters have
became almost commanplace. Take the experiences of Mancy and
Harvey Helfrer of Manhattan, who stayed at the Ritz-Carlion Naples,
in Naples, Florida {recently rated the best hotel in the United States
and fourth best in the world, by Trevel + Lefsure magazine). As
reparted in the New York Times:

"The hotel is elegant and beautiful,” Mrs. Heffner said, “but
more importani is the beauty expressed by the staff. They can't
du erough o please you.” When the couple's son became sick
last yoar in Maples, the hotel staff brougit him hod tea with honey
at all hours of the night, she said. When Mr. Heffnar had to fly
home on business for g day and his refurn flight was delayed, a
driver far the hotel waited @0 the labby rmost of the night.

Or how about this account: “An administrative assistant at The Ritz-
Carlton Philadeiphia overheard a puest lamenting that he'd forgolten Lo
pack a pair of foreal shoes and would have to wear hiking bools to an
important mesting. Early the nest morning, she delivered to the
awestruck man a new pair of formal shaes in his size and favorite color.”

Such personal, high-quakity service has also made The Ritz-Carltar:
1 favorite zmong conventioneers, For six straight vears, e wry hoted
came out an top in Susinass Traval Mews's Top U5, hiotel Chain
Survey of business kavel buyars, "They not only treat us like kings
when we hald aur top-level meetings in their hotels, but we just never

pet any complaints, " comments ane convention planner. Says another,
whn had recently held a mesting at Tha Ritz-Carltont at Half Moon Bay,

The Ritz-Carlton knows that to deliver on its promise of creating truly
memorable experiences, it must first take care of those who take care

“The ..

1n;grnai marketlng
I

custor‘jer_cmtactemplcyaes .

the supnering
acople to wirk 28 & tea*n to
Jrf‘wce castomer :athrachan

1nterantwe marketmg

N Tranmg cerme ermpoyess in,

fl ne art O_I_LQ’BLtJ]g_WLtl]....
customers ic safisiy heir,

heeds.,

. first-rate catering and service-criented Convaniion services

= bu}er se]ler interac

of customers.,

its customer-contact employees and supparting service people to work as a teaim to provide cus-
. . . . N R

torner satisfaclion. Marketers must get everyone in the organization to be customer centered. In

fan:t mterna] marketma mun pr&r?de thpmal marLetmg Tar example The thz L,arlton onents

T durmg the service Pnt“ountc:r?‘p’fﬁﬁuct marketmg, prod_uct quahty
“olten depends little on how the prodect is obtained. But in services marketing, service quality
depends an hoth tha service deliverer and the quality of the delivery. Service marketers,
therefore, have to master interactive marketing skills. Thus, Ritz-Carlton selects only “psaple
who care about people” and instructs them carefully in the fine art of interacting with cus-
tomners to satisfy their every need.

In today's marketplace companies must know how to deliver intera
only “high-touch” but also “high-tsch. FFét example, customiars Ing omio the Charles
Schwab Web site and access account information, investment research, real-time guotes,
after-hours trading, and the Schwab learning center. They can also participate in live online
events and chat online with customer service representatives. Customers seeking more-

teractions that are not




staff [and} The Ritz-Carlicn's ambiance and beauty--—he elegant,
Grand Dame-style lodge, nestled on a bluff between twe championship
golf courses overlooking the Facific Ocean—rmnakes a day's work there
seem anytning out,”

3ince its incorporation in 1983, The Ritz-Carlton has receivad virtu-
ally every major award that the hospitaiity industry hestows, In addition,
it's the oniy hote! company ever to wint the prestigious Malcolm Baldrige
Mational Quality Award and one of only two companies from any indus-
iry tu win the award twice. The recent Consumer Regorts Hotzls issue
rénked The Riz-Carlton Hotel Company the number-one luxury hotel
company in all areas, including value, service, upkeep, and problem
resciution. Mora than 90 percent of The Ritz-Cariton customers return,
Aad despite its helty room rates, the chain enjoys a 70 gercent occu-
pancy rate, almaost nine points above the industry averags.

Mosl of the responsitility for keeping guests satisfied falls fo The
Ritz-Cariton's customer-contact employeas, Thus, the hoiel chain
takes great care in finding jusi the right personned. The Ritz-Carlton
goes to great isngihs to “rigorously—even fanatically-—select and
train amoloyees, instill pride, and compensate genarcusly,” says an
induslry insider. "We don't hire or recruit, we select,” says Rizz-
Carlton’s diractor of Ruman resources, “We want only people who
care about people,” notes the company's vice president of guality.
Once selected, employess are given intensive traintng in the art of
coddling custemers. New employess attiend a two-day orientation, in
which top management drums into thern the 12 Ritz-Carlton “Service
Values.” Sanvice Value number one: " build strong reiationships ang
create Ritz-Carlton guests for lide."”

Employees are taught to do everything they can never to lnse a
gues:. “There's no negotiating at The Ritz-Carlton when i comes to
solving custemer problems,” savs the quaiity executive. Stafi learn
that anvore who receives a customer complaint awns that camplaint
until it's resolved (Ritz-Carlion Secvice Value number six). They are
trained o drop whatever they're doing to heip @ customer—nao matter
what ihey're doing or what their department. The Ritz-Caritcn
arnploveas are empowered 10 handle problems on the spat, withowt
consulting higherups. Each employee can spend up to $2,000 to
redrass a guest gnievance. And sach is allowed fo break from bhis ar
her reuting for as long as needed to make a guest hapoy. Thus, while
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campeticors are still reading guest comment cards fo learn about cus-
tomer problems, The Ritz-Cariton has already resalved them.

The Ritz-Carlten instills a sense of pride in its employees. ™fou serve ”
they arz told, "but vou are not servants.” The company motto stales, “We
are ladies and genitleman serving ladies and gentlemen.” Emplovees
understand their rale in The Ritz-Carton's success. “We might not be
able o afford & hotel ke this,” says emoloyee Tammy Pattor, "but we
can make it so people who can afford it will want to keep coming hera
As the peneral managar of The Ritz-Carlton Naples puts it, "When you
invite guests to your house, you want everyiing to be perfect.”

The Ritz-Carlfan recagnizes and rewards employees who perfarm
feats of ouistanding service, Under its 5-5tar Awards program, ouistand-
ing performers are nominated by peers and managers, and winners
receive plagues at dinpers celebrating their achiaverments. For on-the-
5pat recagniticn, managers award Gold Standand Coupons, redesmaile
for items in the gift shop and free weoekend stays at the hatel. The Rdz-
Cartion further motivates its emaloyees with events such as Super Sporis
Day, an employes taient show, luncheons celebrating employmert
anniversaries and birthcays, a family picaic, and special themes in
employes dining rooms. As a result, The Riz-Carfton's emaloyees
appear to be just as satisfies a3 its cusiomears. Employes iUrmnaver s loss
than 25 percent 2 year, comparad with 44 percent at other luxury hotels.

The Ritz-Carlton's success is based on a simple phi‘osophy: To
taxe cars of cystamers, you must first take care of those who take
care of customers. Satisfied employees deliver high service value,
which then creates satisfied customers. Satistied customers, in turn,
create sales and profits far the company.

Sotirces: Quotes and other information from Duff McDonaid, "Roi Dut
the Blue Carpes,” Business 2.0, May 2004, pp. 53-54; Marshall #raniz,
“Buyers Say Four Seasons |s Most Luxuricus," Meeting Mews, May 9,
2008, pp. 1-3; Edwin McDowel!, “Ritz-Carlton's Xeys to Good Service,”
Mew York Times, March 31, 1993, p. 01 “The Ritz-Carltein, Half Moan
Bay" Successfuf Meetings, Movambar 2001, p. 40; Bruce Serlen, “Ritz-
Caritan Retains Hold on Corperate Deluxe Buyers,” Business Traval
News, February 7, 2005, pp. 15-17; Peter Sanders, “Takin' Off the
Ritz—A Tad,” Wall Streat Journall June 23, 2006, p. BE; ang The Ritz-
Caritar Web site at waww, ritzcarkon.com, August 2006,

personal interactions can contact service reps by phone or visit a local Schwab branch office.
Thus, Schwab has mastered interactive marketing at all three levels—calls, clicks, and visits,
Today, a5 competition and costs increase, and as productivity and quality decrease, mare
service marketing sophistication is needed, Service companies face three rajor marketing tasks:
They want to increase their service dxf_[e;egiwhon service quality, and se;wce 5 pr uducl.‘ffbiy

———l

In these days of intense price competition, service marketers often complain about the difficulty
of differentiating their services from those of cempetitars. To the extent thal customers view the
services of different providers as similar, they carc less about the provider than the price.

‘the solution to price competition is to develop adiffelentiated oifer, deliveg’,_ﬂ.ﬂd image.
The offer can includeinnovative features that set one company’s [v's olfer apart from competitors’
offefs. Some holels offer Gar-Femial, bankmg and business-center services in their ivbbies and
free high-speed Internet connections in their rooms. Airlines differentiate their offers though
frequent-flyer award programs and speciel services, For example, Qantas offers personal
Entertainment screens at every seat and “Skybeds” for international husiness class flyers.
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Lufthansa provides wireless Intsrnet access and
2 ] . real-time surfing to every seat-—-it makas “an air-
i , - plane feel like a cyber café.” And British Airways
] . . offers spa services at its Arrivals Lounge at
Heathrow airport and softer in-flight beds,
plumper pillows, and cozier blankats. 3ays vne
gd: “Our goal is simple: to deliver the best service
you can ask for, without you having to ask.”
Service companies can differentiate their ser-
: vice delfvery b myge able and reliable
Softer flat beds for custamercontant p . by developing a supe-
a deeper sleep. riar physical environment in which the service
product is delivered or by designing a superior
delivery process. For example, many grocery
chains now nffer online shopping and home deliv-
BTy as 4 betier way to shop than having to drive,
park, wait in line, and tote groceries home.
Finally, service companiss alse can work on
differentiating theirdmages through symhals and
~Dranding. The Harris Bank of Chicago adopted the
lion as its symbol on its stationery, in its advertis-
ing, and even as stuffed animals offered to new
depositors. The well-known Harris lion confers an
image of strength on the bank. Other well-known
service symbols include Merrill Lynch's bull,
MCM's [Hon, McDonald's Colden Arches, and
Allglate’s “good hands.”

Hlaneging-Ssrvice (iualif

A service firm can differentisle itself by delivering

Longistenily higher guality than its compgtitors do.

Like manufacturers before them, most service

industries have now joined the customer-driven

B Service differentiation: At British Airways, says this ad, “Our goalis simple: quality moverent. And like product marketers, ser-

to deliver the Dest service you can ask for, without you having to ask.” vice providers need to identify what target cus-
tormers expect concerning service quality.

Unfortunately, service quality is barder to define and judge than product gquality. For
instance, it is harder to agree on the qualily oF'a haircut than on the quality of a hair dryer.
Customor tetention is perhaps the best measure of quelity—e service firm’s ability to hang
wnte its customers depends on how consistently it delivers value to them. :

Top service companies set high service-quality standards. They watch servica perfor-
marice clossly, both their own and that of competitors, They do not settle for merely good ser-
vice; they aim for 100 percent defact-free service. A 98 percent performance standard may
sound good, but using this standard, UPS would lose or misdirect 296,000 packages each day
and U.S. pharmacists would misfill close to 1.4 million prescriptions sach week.

Unlike product manufacturers who can adjust their machinery and inputs until everything
is perfect, servive qualily will always vary, depending on the interactions belwesn employees
and customers. As hard as they try, even the best companies will have an oceasional late deliv-
ery, burned steak, or grumpy employes. However, good servige recovery can burn angry cus-
tomers into loyal ones. In fact, good vecovery can win more customer purchasing and loyalty
than if things had gone well in the first place. Therefore, companies shauld take steps not only to
provide good service every lime hut also to recover from service mistakes when they do occur.

The [irs1 step is 10 enipowsr front-line service employees—to give them the guthority, respan-
sibility, and incentives they need 1o recognize, care about, and tend to customer needs. At Marriatt,
for example, well-trained empleyess are given the authority to do whatever it takes, on the spot, to
keep guests happy. They are also expected to help management ferret aut the cause of guests’ prob-
lems and to inform managers of ways to improve overall hotel service and guests’ camfart,

Managing Service Productivity

With their costs rising I'apidly; service firms are under great pressure to increase service Pro-
ductivity, They can do so in several ways. They can train current employees better or hire
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new ones who will work harder or more skilifully, Or they can increase the quantity of their
Service by giving up YOMIE quality. The provider can “industrialize the service” by adding
£quipment and standardizing production, as in McDonalds assembiy-line approach lo fast-
food retailing, Finally, the service provider can harness the power of technology. Although we
often think of technology’s power to save time and costs in manufacturing companies, it also
has great—and ofter untapped—polentizl to make service workers more productive.
However, campanies must gyoid pushing productivity so hard that deing so reduces
_quality. Attempts to industrialize a service or to cut costs can make a service company more
“efficient in the short run. But they can also reduce its longer-run ability to innovate, mainiain
service quality, or respond to consumer needs and desives. Many airlines are learning this les-

sor the hard way as they uttempt to streamline and sconomize in the face of rising costs.

Pushing service productivity too far—in its passion ta drive down costs,

Hortinwest Airlines “mangled its relationships with customars.”

Over the past year, Novthwest Airlines
has stopped offering free mapazines,
pillows, movies, and sven minibags of
pretzels on its domestic flights.
Passengers can still get an in-flight
snack of raisins and nuts, but it costs $1.
The aivline is alyo chavging a $15 fee for
a roomier seat on the aisle or in an exit
row. Conibine that with higher fares and
a sharply curtailed schedule, and it's kit
tle wonder that flyers rate Northwest
dead last ameng the nation's major air-
lines. “If at all possible, 1 dan't fly
Northwest,” says one veteran fraveler. “1
have found a lack of interest in the cus-
tomer.” A services marketing expert
agreas: “The upshol is that some cotupa-
nies, in their passion ta drive down
costs, have mangled their relatonships
with customers.”?

Thus, ln attermpling to improve service productivity, companies must be mindful of how
they create and deliver eustomer value. In short, they should be careful nat to take the "ser-

vice" out of service.

== Reviewing the Concepts

A product i2 more than a simple set of tangible features. In facl, many
market sfferings consist oF comginaiions of bath tangible gocds ane ser-
vices, ranging from pure fangeble goods at enz extreme Yo pure servicas al
the cther. Each product or secvice ofiered to customears can be viewed on
three levels. The core progduct consisis of the core prablem-sofving bene-
fits that consurners seek when they buy 2 praduct. The scfual product
exists around the core and inciLdes the quality level, featuras, design,
orand name, and packaging. The augrmented product is the agtual prod-
uct ivs the various services znd benefits effered with it, such 25 war-
anty, fres gelivery, installation, and mainkenance,

1. Define grodect and 1he major classificatiens of producls and services.
Brozdly definad, a productis anything that can be offered to 5 marxet
far gttention, acquisition, use, ar consumption that might satis®y a
want or need. Products inciude physical ebjects tui alsc sarvices,
events, persons, places, arganizations, ideas, or mixes of thesa endi-
tas. Sarvices are products thas consist of aciivities, tenefis, or satis-
factions offered for sate that are essenbizlly intangible, such as cani-
ing, hakel, tax preparation, and home-repsir services.

Products and services fall into two broad classes based on the types
of consumers that use them. Consurmer products—ihose bought by
final consumers—are usually classifed accarding to consemer shop-
ping hahits (convenience pradacts, shopping products, specialty prod-

ucts, and unsought products). industrad products—purchased for fur-
ther grocessing or far use .r conducting 2 business—include materials
ang perts, capital itermns, and supphes and services, Other marketable
entities—such as organizations, persons, pisces, and ideas—can alsc
be thaught of 55 procucts.

. Describe the decisfans companies make regarding their ingividual

products and services, product lines, and product mixes.

individual product decisions involve product attribuies, hranging,
packaging, labeling, ang product support services, Pradiet sitribute
decisions involve praduct quality, feakures, and siyle and design.
Sranding decisions include seleciing a brand name and developing a
brand sirategy. Packaging providas many kay benefis, such as pro-
teclion, economy, corwvenienca, and pramgtion. Fackage decisions
often incliude designing Jabeis, which identfy, describe, and possibiy
prarabte the product. Companies also deveiop product support ser-
vices that erharce customar service and satisfaction and safeguard
against competitors,

Mest cornpanies preduce a product ne rather fnan & single pros-
uct. & product fine is a group of products that are releted in funiction,
custamer-purghase needs, or distribution shanrais, Lire strefohing
involves extending a line downward, ugward, o in both dirsctions to
occlpy 8 gap that might cthansdse by filled by a competior, in coAtrest,
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Brand 226

Brand equity 231
Hrand extension 237
Co-
Consumer product 220
Convenience product
Indusirial pradect 221

tine filing invalves adding items within the present range of the fine. All
product tres and iterns offerad to customers by a particular seller maks
up the product mix. The mix can be described by four dimensions:
width, lengtn, depth, and consistercy. These dimensions are the tools
for deveioping the company’s product strategy.

Discuss branding strategy—the decisions eampanies make in building
ant managing their orands.
Same analysts see brands as #te major endusing asset of a company.
Brands are morte than just names and symbols--they embady every-
thing thal the groduct or service meansto consumers. Srand equily is
thé positive differentizl effect that knowing the brand name has on
customer response to the product or service. A brangd with strong
brard equity is & very valuable asset,

in building brands, companies nzed to make decisians about
branc positioning, brand name selection, brand soansorship, and
orand devalopment, The mast powedul brand pesitioning butlds
arcund strong consumer aliefs and values, Brand name sefectian
invilves finging the best brand namea based on a careful review of
product nenefits, the target market, and proposad markeling strate-
gies. A manufacturer has four Brand sponsorship opisiens: it can
taunch a manufacturers brand (or mational brand], sed o resellers
who use a private brand, market ficensed brands, or ioin forces with
another company to co-brardf a product. & company also has four
choices when it comes to developing brands. It can introduce fine
axtensions, brand extensions, muliibrands, or new brands,

Companies must build and manage their brands carafully. The
prand's positioning must be continuoesty commaunicated to con-

Reviewing the Key Terms

Irgeractive marketing 242
Intermal marketing 242
Lire extension 237
Fackaging 226

Private brand (or skore trand)
250 233
Froduct

brancting 236
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Discussing the Concepis

Is Micrasoft's windows XP Professianal operaring software a product
or a service? Describe the core, actual, and augmenied levels of this
saftware offaring.

2. Classify the fullowing consdrner progucts as convenisnce, sNTOPRANG,
spacialty, or ursougn: goods: a laptop computer, a surgeon, auto-
rngiila tirgs.

3. What is a brand? Describe the value of branding for both the biryer
and seller.

4. Brand positioning casn ocear an three levels. How iz Old Navy's
brand positioned oo these thres levels?

iz ] s
— Applying the Concepis
1. Using the six qualities that a geed brang name should possess, cre-

ate & brand rame for a personal care product that has the fallowing
positizning stalement: "Intended for X-Games sports participanis

Product ling
Product mix {or product

Prexduct quality 224
Service 215

Service inseparability  24¢
Service intangibiliy 239
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sumers. Advertising can help. Mowaver, brands are not maintained! by
adveriising hut by the brand experience. Customers come to know a
prand through & wide range of centacts and interactions. The company
must put & much care into managing thase touch points as it doss into
producing its ads. Thus, managing a cempany’s brand assets can no
onger be left only to brand managars. Some companies are naw setting
upr brand asset management teams to manage their major brands.
finally, compzries must pericdically audii their brands” strengths and
weaknesses, In some cases, brands may need fo be repositioned
because of changing customer praferences o new compefiters,

. Identify the four characteristics that affect the marketing of a service

and the additional marketing considerations that services reguire.
Senvices are characterized by four key characteristics: they are infang-
iofe, inseparable, variable, and perishabie, Bach characteristic passs
problems and marketing requirements. Marketars work ta find ways to
mzke the service mare langibie, to increase the preductivity of
providers who are inseparable from their progucts, to standardize the
guality in the face of varability, and to improve demand movements
and supply capacities in the face of service perishabifity.

Goad service companies focus abtention on &elh customers and
employees, They understand the senvice-profd chain, which links ser-
vice firrn profits with emplayee and customer satisfaction. Services
marketing stralegy calis not onfy for external marxeting but aisa for
irternal marketing to motvate employees and mteractive markehing to
craale servica delivery skills among serace providers, To succeed,
service marketers musi create competitive diiferentiation, offer high
service quality, and find ways to increase service produrctivity.

278 Service pertshability 240
Sarvice-profit chain - 240
Service vanahility 240
Shapping product 221
Social marketing 223
Speciafty product 221
Unsought product 221

partfeliol 229

Whai are the four brand spansorsiip aptions 3 manufacturer faces?
How does a manufacturer Secide which one makes the mast sense
for its products?

Weersill Lynch is one of the worid's leading financial services and
advisory companies (see www.ml.comy). Oo Merriél Lynch's financiai
advising activities meet the four special characteristics of . service?
Expiain. .

and erdhusiasls, i 2 deadarant that combines effective
adar protection with an endaring and seductive fragrance that will
gnkance your rgmantic ferfunes.”




2. You are the marketing director for a snowboard manufacturer that
holds 45 percent of the men's 18=29-year-old segmeni. Using the
fowr brand development strategies discussed in the chaptar, give
exampies of products you could add te youe Brand.

' Focus on Téchnology

Far decades, consumers have dreamed of owning bome robols, Industry
uses many production-iineg ronots, and many companies are ndw working
on procucts for the consumer. Some basic products currently available
for corsumears includa navigation systems, home security robots, clean-
irg loals such as robolic vacuums, and loys that provide some elsinsn-
sary rabatic functions. Several compznies are warking on the nest slep—
humanoid robots that can serve consumers. [n designing these procducts,
campanies meust determine what features are most desirable to con-
sumers and the benefits their praducts can offer.

Twa leading products are Henda's Asimo and Zony's ORI, The prod-
uets, bBoth in the davelopment stage, will offer comzanionship to hemans.
Hunda's Asimo stzrds four feet tall and can waik smzothiy on its twe feet
inany divectian, incuding slopes ard steps. 1L has vaice and visual cecog-
nition, which allows it to graet people by name and foliow basic com-
mands. In Japan, Asime is now being used by museums as a guide and

== Focus on Ethics

The (.5, organic oods market has expicded in the past en yaars, Now
& $15-billion indusiry, organic foods have maved past specialy manu-
facturers and Whole Foods Maskets to national manufacturers and
retailers, Recently Keailogg introduced crganic versions of three maicr
cereal brards, inciugding Raisin Bran, Rice Kiispres, and Frosied Minj
Wheats, As many other food manufacturars loak to the organic merket,
ihey are also k2eping a keen aye an the 1.5, government's strict stan-
dards aon the use ¢f the word “organic.” Regulaiions state that faods
labieles as "prganic” must consist of at least 95 percent ereanically pra-
duced ingredients, and those labeled "made with arganic ingredients”
must cantain at least 70 percent organie ingredients. If a prodect con-
taims less than 0 parcent organic ingredients, the term crganic caanat
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3. Farber Cancar Institute bas heer z leacing hospital providing care
lor cancer patienis and their families. Describe how the service-
profit chain is essential for this organization’s success,

by some high-tech companies to grest visitars, 1L is nat yel avaitabie far
purchase in the United States. Sony's GIIO has many of tha same fes-
tures. Like Handa, Sony is developing the product t0 make people's fves
easier. In addition, Sermy's wants to make life fun and happy and o pro-
vide 8 navigetor as the world becomes more complex. ‘See the curporate
Web sites for more information on Asimo {http:dworld honda . com/
ASIMOYY and GRID (www.sony.nebfSonyInfoQRITN.

1. Exgtain the core, actual, and augrented levels of a home ronot,

2. When these producis zre available, how mighl corperate branding
ang the trand name of the robot tie into the consurmer's purchase
decision? Wauld you keep or change the cuerent narmes?

3. How must Honda and Spny consider services markeiing when they
eventually sell this producl to end consumers?

be used anywherz on the front of tha package. In addition, operstions thal
process organic fond must be certified by one of 80 USDA-accraditad
certifying agents. A civil penally of wp ts $10.C00 will be levied for any per-
son who knawingly misiabels a product.

1. Explain the praduct line reasoning behind Kellogg's adding organic

products.
Z. Do you think that average consumers know ihe differences in
organic label designations? Do you?

2. General Mills markets orpanic cercais under the Cascadian Faim
prand name. Compare izs brand development strategy for organic

cereals to Reilogg's strategy.

Remember Andersen Censulting? One of the world's Eargest consulting
firms, Andersen Consuiting enjoyed fremendous name recogrition end
worked win some of the lzrgest companies warldwide, include 87 of the
Fortune Global 100. But, today, you're crobably more familiar with the
company's new name, Accenture, Acceniure s a global management
consuliing, technology services, and outsowrcing company. In 2001, 2
court ruling forced the company to change its name, jgopardizing the
firm's Grand equity. Rather than viewing the name change as a sefback,
Accenture’s marksling execitives used it as an appartuniy e repasition
the compzny and raintracuca it to customers.

The name Accenture, a combination of the wards accent aad future,
was suggested by an Andersen employes and was seceived] with consid-
eragle excitement by customers. Some skeptics wondered about the
effectiveness of 8 "made-up” name that had no real meaning. However,

others sew it as an oppartlnity to start fresh and create new positioning
with a name that carried no previous baggege. Today, Accenture’s annuai
reveniues total more than B15 biltion. Perhaps more importantly, the new
campany enjoys the same or even mote brand reccgnition and brand
equity than it did urder its okd name.
Afer viewing the video featuring Accenture, answer the foilowing
guestions ebaut branding strategy.
1. How dird Accenturs transter the brand equity from its ariginal name,
Andersen Corsulting, to the new company name?
2. Evaluate the Accenture brard name using the six crteria detailed in
the chapter.

3. How did Accenturs use the reguiremenit to rename the company as
ar epypertunity to repasition itself?



The first Olympic basketball team ware them; they domi-
nated the basketball courts—amaleur and professional—for
more than 40 years; Dr. [ made them famous: Kurt Cobain
died in them. What are they? Converse All Stars—more par-
ticularly the farnous Chuck Taylor All Stars, known around
the world as Chucks.

Compared to foday’s marvels of performance engineer-
ing, Chucks have always been very basic shoes. The first
Chucks were introduced in 1923 ag high-top canvas lace-
ups with rubber-covered toes in black, white, and red with a
bhie lahel on the hack that read “Made in the U.5.A.™ More
than 80 years and 750 million pairs later, that formula has
changed vary little. They may be basic, but they are also
downright affordable. A standard pair of Chuck Taylor high-
tops still costs enly about 338.

Converse invented basketball shoes, and by the mid-1970s,
70 to 80 percent of basketball players still wore Converse. But
hy the year 2000, the company's market share had dwindled
te only about 1 percent of the total athletic shoe market. [n
2001, Converse declared Chapler 11 bankeuptey and was pur-
chased by an investment group. In 2003, Nike bought the
wavering company for $305 miltion. What would a behemoth
like Nike want with a bankrupt brand? Before dealing with
that question, let's look at Converse's histary.

THE LEGEND BEGINS

Converse was founded in 1808 in North Readiung,
Massachusetts by Marquis. In 1917, the company iuiro-
duced a canvas, high-top called the All Star. By 1923, it was
renamed the Chuck Taylor, after a semiprofessional baskst-
hall player from Akron, Okia. After his baskethall career
ended, Charles “Chuck” Taylor became an aggressive mem-
her of the Converse sales force. He drave throughout the
Midwest, stopping at playgrounds to sell the high-tops to
players. Some consider Taylor to he the original Phil
Knight, Nike's CEQ, who also started out selling his shoes at
track meets from the back of his van. Throughout the "30s,
‘a0s, '50s, and ‘60s, Chucks were the shoes to have.

By the early 1980s, with a secure hold on the basketball
shoe market (it thought), Converse branched cut, inlroduc-
ing hoth tennis and mnaing shoes. This strategy appeared
to be successiul, helping to boust revenue in 1983 by 21 per-
cent to $209 million. By 1986, however, Converse’s fortunes
had taken a turn for the worse, and it was acquired by con-
sumer products maker and retailer Interco for approxi-
mately $132 million. By the late 1980s, Converse had been
avartaken by a hust of competitors. 1 1988, the top four ath-
letic shoe companies were Nike with a 26 percent market
share, Keebok with 23 pevcent, L.A. Gear with 13 percent,
and Converse with 5 percent. Strangely, while Nike was
grabbing basketball shoe sales at a rapid clip, Converse was
still the official shoe of the NBA, which gave it the right 1o
use the NBA logo in its advertising.

By 1943, an ailing Converse had changed its positioning
sirategy. Instead of focusing on basketball and Chucks, it
-atmed at capitalizing oo an image that was both sexy and
streetwise. Converse launched a provocative, edgy ad eam-
paign where nothing was sacred. And without the aid of
advertising, the venerable Chuck Taylor AN Star was dissaci-

ated from basketball and given new life as a faghion slatemenl,
Candy Pratts, fashinn director of shoes and accessavies at
Vogue, usud high-top canvas sneakers on models in numercus
layouts. The best part, according to Candy, was that this trend
dJidw't come from advertising, hut from the kids on the street.

But financially, things only continued to get worse for
Converse. In 1992, it was forced to abandon the treasured
“Made in the U.S.A.” label, sending snanufacturing lo India
in order to cut costs. in 1996, Converse restruciured, cutiing
594 jobrs from a little over 2,000 and reorganizing its prod-
uct ling into four categories: basketball, athletic-leisure,
crogs-training, and children’s. (Notice the absence of tennis
and running shoes, although Converse had once been big in
those areas.} To boost its basketball shoes, Converse put the
farnous Chuck Taylor signature patch on a new line of per-
formance wear—the All Star 2000 collection.

Encouraped by the successtul relaunch of the All Star
2000, the company chose to launch another new line called
Dr. J 2000. A remake of a '70s shoe, it was backed by heavy
advertising. Dr. ] was chosen because kids tuld Converse
researchers that Dr. J was cool enough to have a shoe. The
vamnpaign lepline was “Take the Soul to the Hole,” und ads
consisted of a cartoon Julius Frving performing his famous
moves ta a Stevie Wonder soundtrack. Unfartunately. the
Dr. ] 2008 produced disappointing results.

At the turn of the century, nostalgia was in. Jimi Hendrix
was on Rolling Stone and the VW Beetle was a hot-selling
car. Consumers were looking for “reteo,” so companies were
redesigning classic products. And no athletiz shoe was
more classic than Chucks, S0 Converse introduced an
updated black shoe, the EZ Chucks.

In addition to this bunp fror the nostalgia trend, classic
Chucks enjoyed a counterculture following that dated hack
to the punk rock movement of the *70s and ’80s. In the
1990s, street kids had hegun wearing Converse because of
their affordability. In 2000, Converse capitalized on this sep-
inent and introduced a line of shoes for skateboarders, The
company becams a favorite of the antiestablishment, anti-
corporate crowd, fueled by the unfortunate lact that it had
such & small market presence and did very little advertis-
ing. Converse also appealed to the antiflash group, tived of

polyester and synthetic, Michael Jordan-endorsed shoes..

This segment wanted “antibrands” reflecting its antiglobal-
ization perspoctive, Punk rocker Josy Ramone wore Chucks
in the 70s. Molly Ringwald’s record-store clerk wore them
in 1986's “Fretty in Pink.” And in 1994, Kurt Cobain
donned a pair when he committed suicide.

NIKE TO THE RESCUE

Converse was hanging in, but only by the skin of its testh.
In 2001, the company had 180 employees and sales of
$185 miliion. But Converse had global brand recognition and
strong hrand equity io the market. The question was, “Could
the commpany make the products to back up its reputation?”
Enter Nike and the buy-out. Inftially, Nike left Converse man-
agement alone to implement its own business strategy. It also
allowed Converse produrts to go without the famous Swoosh,
uniike other acquired brands such as Bauwer hackey equip-
ment (now Nike Bauer Hockey). But Nike did help Converse
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with advertising dollars. Tn 2001, Gonverse had spent a mers
$163,500 on promotions, kn 2004, Nike poured more then $4
million into advertising for Converse, quadrupling promo-
(ional expenses ie 2005 to over $17 million.

After nearly a decade-long ashsence from TV advertizing,
Converse produced ads with the tagline “The first school.”
The focus was on basketball, not famous players. The ads
featured a basketball being dribblad and shat, but no player.
They were “narrated” by Mos Del. “Beforg Mr. Taylor taught
the world to play. Before fiberglass. Before parquet. Before
the word 'doctor’ was spelled with a J. And ballrooms were
ball courts where renaissance played. Before the hype and
before the dunk. After the rhythm, but before the funk.
Before the momey and before the fune, Before new and old
school. Before sthool had a name. There was only the hall
aud the souwd of the game.” The ad endsd wilh shots of the
Conversa logo or the Chuck Taylor All Star.

S0, back to the origingl question. What does g megabrand
like Nike du with a fading jcon like Converse? Converse's
new parent gave that question considerable thought. Some
chservors belioved that Converse should become a second-
tier brand. Nike could use Converse to sell millions and
millions of shoes in Wal-Mart and Target—a sort of “Sam
Walton meets Chuck Taylor” scenaric. But Nike filled that
void {n 2004 when it bought lixeter Brands Group, the
maker of the lower-price Starter line of apparel and
foatwear that now seil in Wal-Mart,

Instead, Nike has taken Converse in two different direc-
tions. Aftor many years without the endorsement of a profes-
sional athlete, Converse is back an pro basketball courts as a
performance shoe. The “Wade,” named for Miami Heat super-
star Dwyane Wade, hit the shelves of athletic footwear chains
in 2005, So far, sales are promising. Converse now offers a
$175 two-pack featuring the sipnature Wade bundled with a
special edition of the classic Converse Pra Loather. Originally
made famous by Julius “Dr. | Lrving, it features a sockliner
map of Dwyans Wade’s homstown of Chicaga. And, it comes
only in blue and gold, a nod to Wade's days ai Marquette
University whete he led his team to the Final Four.

A BIFFERENT KIND 8F CHUCKS?
But while Converse is cuerently retesting the waters of the
performance shoe market, it is springboarding off the
Chucks’ trendy roots end deoing a cannonball dive inte
the fashion shoe market. The current line-up of the longest-
selling athletic shoe includss the classic high- and low-top
canvas Chucks. But pricey variations include gold-metallic
Chucks ($72). knee-high shearling-lined Chucks {$175], tat-
toved Chiucks ($52}, and customer-designed Chucks (365 and
up): there's even a “limited edition” srakeskin high-top going
for $1,800. In all, Converse currenily offers rnore than 1,000
different types of Chucks in vatlets ranging [rom retail chains
such as Foot Locker and Journeys to upscale stores such as
Saks, Bloomingdales, and Barneys. This may seem like a big
order for the tiny 12-person design team at Converse. But
Nike has opened the doors to its creative labs, giving the team
access to its designers, engineers, and biomechanics experts.
As if this weren't enough, Converse has enlisted the tal-
ent of desiguer John Varvates to nat only design a line of

Chucks, but to put the “C. Taylor” label on a full line of
men's and wonlen's clothing that includes blazers, merino
wool hoodies, military coats, jeans, and T-shirts. Prices
range (vom §55 to $125 for T-shirts and from 3295 10 $7495 for
outerwear and jackets.

But this new lashion strategy begs an interesting ques-
tion, Can the affordable, antiestablishment image of the
Chuck Taylor All Star survive what can only be viewed as
the antithesis? Some of the Converse old guard are not
pleased with Nike's handiwerk. One skate-shop manager
says the new Chucks don't have the same vibe as the clas-
sics. “What's happening is that Converse has now gotten
greedy. That’s why those are not as cool.”

Converse may well lose some of its devated Chuck Taylor
custommer base. But given that U.S. sales of Converse footwear
hit $400 million in 2005, it may not care. That's still only 1.5
percent of the market, but {t's more than double the com-
pany's revente from just four years earlier. And sales are con-
Unuivg on an upward trend. Converse plans more fashion
variations for the Chucks line, asserting that the possibilities
are enudless. And encouraged by the success of the Wade,
Converse is set to launch *All Star Revalution,” a shoe with
the Chuck Taylor ook buk perfornance features and iechnol-
ogy. In light of this drastic turnavound at Converse, it appears
that Nike may have cnce again demonstrated its magic touch.

Gigstions for Siscussion

1. What are the core, actual, and augmented product bene-
fits of the Converse Chuck?

2, When Canverse outspurced production of its shoes to
India, it entered into a licensing arrangement. What are
the benefits and risks of that action? Do you think it has
helped or hurt the company? The brand?

3. What are the sources of brand equity for both Converse
and Chuck Taylor All Stars?

4. Analyze the Nike-era direction of Converse. {a] Assess
Lhe benefits and risks of the fashion and performance
strategies individually, and of the combined two-tered
approach. (b) What tarpeting and positioning would you
recomunesd for the Converse brand in the future?

Seurces: Stephanie Kung, "Nike Takes Chuck Taylors from
Antifashion to Fashionista,” Well Strest fournal, Juno 23, 2006,
p. B1; Michelle Jeffers, “Word on the Street,” Adweak, May 16,
2008; Hilary Cassidy, “Shne Companies Use Body and Sele to
Track Tlown Sales,” Brandweek, func 21, 2004, p. 5.50; Lisa
vin der Pool and David Gianatssio, “Converss Hearkens Back tu
Roots in New Campalpn,” Adweek, August 4, 20H3, p. 10;
Jeaifer Laabs, “Converse Will Restructure and Cuat JTobs,”
Persenne! Journal, January 1996, p. 12; Kevin Goldman,
“Comverse Sneaksr Seeks Statement of Fashion Instead of Foul
Shats," Wall Street fournal, May 6, 1994, p. B§; Brian Dagot,
"Shoebeom!™ M&MD, June 1890, p. 89; Doana Goodison,
"Canverse is Canvert to Desipner Clothing,” Bostor Herald,
May 1B, 20086, p. 30; and "Trom Court to Street, Converse Kicks It
Doubls Time with Dwyane Wade Signature Prodact in Two-
Pack," PR Newswire, Febiruary 13, 2006
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