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Preface

No other discipline in business management other than branding has been as influenced
by changes in history, art, communication forms, and technology. This is because
of a single factor—while other disciplines talk about managing costs, processes, and
investments, products and brands are always expected to bring in revenues in the form
of product value and brand equity. While products present meaningful functional
value to customers, branding is all about purposive and persuasive communication.
It uses various forms and methods of marketing communication to influence people
and their lives. Managing products and brands have two diametric opposite objectives:
maintaining consistency with the product elements. and-adapting the brand to the
evolving market realities.

Brands are differentiators and they provide direction to the human thought process.
Historically, products and brands were marketed through use of human voice and word-
of-mouth communication. However, pictures-drawn on cave walls make us understand
the early recognition of the power of-images and messages on the perception and
behaviour of others. This would probably lead to a belief that products and brands
have been there for centuries, but each fundamentally altering the way business could be
communicated with its customers.

A product stands for a bundle of benefits that have the potential to satisfy the unmet
needs of consumers. Technology plays the role of an enabler to make innovations
possible and scale up the innovation to make it affordable and accessible to individuals
and society. Without innovations in technology, no progress would have been possible
in every civilization. It is important for managers to appreciate and understand the
product evolution process so that they can build strong brands out of it. If the products
fail in their functionalities (the very reason for their existence), evolution of brands will
not be possible.

While most product-related designs and innovations have been topics of discussion
among innovators, research and development experts, and product strategists, brands
have made people curious and are no longer just a social phenomenon. It is now
a subject of conversation among ordinary people, a symbol of growth and success
in societies, and a mark of status for individuals. The idea of branding is as old as
civilizations. It was always important to separate goats from sheep and cows—in
general, about differentiating one product from the other, whatever the form. Cattle
branding is one of the oldest forms of branding where people used marks and signs to
separate cattle belonging to one owner from the other, of one place from the other, or
of one genre from the other. A philosophical analysis reveals that man always learnt to
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differentiate among themselves on the basis of beliefs, colours, Gods, and materialistic
possessions through symbols and images.

Modern-day branding principles and practices have moved far from the methods of
cowboy branding. Today brands are seen as associations that people hold with the product
as well as non-product elements of the brand. They have come to stay as relationships
that people built over the years. There are four dominant paradigms in branding. Though
cowboy branding helps in identification and differentiation, it essentially revolves around
the physical product. Projective paradigm goes one step forward and propagates more than
just the physical object—it communicates about the corporate brand, and the culture of the
organization and country from which the brand originates. However, what matters is not
what is being communicated, but rather what customers believe and the impressions they
hold. Thisis a part of an adaptive paradigm as a result of which band image gets formed. As
a brand exists and serves its masters over the years, it is able to establish a relationship with its
customers too. It comes to stay as a friend, fighter, confidante,-and guide. People start loving
the brand leading to cult branding. In each of these propositions, brand communication
looked like pre-packaged information targeted towards a passive audience.

Then Web 2.0 happened, which changed the whole paradox of branding. It brought
with it a whole range of new features such as the democratization of information,
interactivity, personalization, and multiple. platforms to express customer views.
Customers could give their opinion about everything and anything on the Internet.
Passive audiences do not exist anymore; consumers today are active co-creators of brand
meaning. The meaning that brands try to convey and their intended message are both
undergoing a change due to easy availability of Internet technology. Customers can rate,
rank, and write about brands instantly.

The brand manager’s.role has become more challenging as they have to engage
customers in meaningful-dialogue so that other customers in their circle (through
various social media connections) also find the brand more relevant. Such a level of
digital interactivity has given birth to a new business order. Companies like Google
are into the business of thought tracing and guiding the brand marketer to place their
communication at the appropriate place so that customers can see and act on them;
social exchanges have given birth to businesses such as Facebook, Twitter, and other
social media platforms; the network theories have created new business models such as
E-bay, Amazon, and Flipkart. Such a level of interactivity has created a peer-to-peer
(P2P) transaction possibly by creating aggregators such as Quickr, Snapdeal, and OLX.
These businesses were unheard of, so also digital branding practices. New technology
has opened new frontiers and challenges for brand managers to conquer in the future.

About the Book

Product and Brand Management addresses both product and brand management issues. It gives
a comprehensive coverage of the various elements of product management along with the
roles and responsibilities of a product manager. Traditional brand management elements
to the modern digital branding strategies have been dealt with in detail. It also explains how
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branding principles can be applied in emerging management areas. The book is divided into
seven sections. It is replete with examples, perspectives, anecdotes, and practice documents
for quick comprehension and easy learning. Most of the examples on innovative products
and contemporary brands used in the book are from the Indian market.

Content and Structure

The first section (Chapters 1-3) explains the concepts of product management. It
describes what a product stands for, and the challenges that a product manager faces
in managing products. The chapters cover the role and responsibility of product
managers, new product development processes, and the product life cycle concept.
This section also explains the steps involved in launching a new product (from ideation
to commercialization), how a product is managed across its life cycle, and the critical
decisions in each stage of a product’s life cycle.

The second section (Chapters 4—6) introduces the brand management discipline. The
chapters cover the various paradigms, the history ‘of ‘branding, as also the concept of
brand hierarchy. Like any management process, brands are also managed as a scientific
process, and as a brand manager you need to know what steps to follow while managing
a brand. How and why consumers choose brands has also been discussed at length. This
chapter gives a bird’s eye view from the consumer’s side and describes the theoretical
foundation behind brand choices and repeat purchase behaviour.

The third section (Chapters 7—10) explains the various elements of branding—hbrand
identity, brand communication, brand positioning, brand image, and personality. A brand
manager builds a brand identity map (which he/she aspires the brand to stand for or to
come to be known as) and tries to position that in the customer’s mind through brand
communication methods to-arrive at a desired brand image and personality. Mapping brand
image and the different theories and propositions on brand identity have also been discussed.

The fourth section (Chapters 11-12) brings in the argument that brands, like any
other assetof an enterprise, are also assets which are built over the years due to sustained
marketing mvestments and consistent brand communication. We learn the different
techniques of brand valuation including Interbrand method. If brands are assets and
a company needs to protect its health, it can check brand health periodically through
tracking and monitoring methods.

Once a brand is conceptualized and launched, it needs to be managed over its
life cycle. The fifth section (Chapters 13—15) explains the methods and strategies for
managing brands over time. This section covers issues such as new brand launch and
revitalizing an old brand so that it can get back its original health with new vigour
and spirit. The branding challenges in emerging markets like India are different from
the western developed markets. So the chapter on brand building in India highlights
some of the challenges of emerging markets and describes how to build brands in the
Indian market.

The sixth section of the book (Chapters 16-18) helps the students understand
branding strategies such as brand extension, brand portfolio management, and
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globalization of brands. This section describes when and how to extend the brands,
the precautions to take in brand extension, and the different types of extensions to suit
various market situations. Once a company has a portfolio of brands, it needs to allocate
its scarce marketing resources over the brands. The company decides and designs roles
for every brand in the portfolio and then allocates marketing and financial resources
accordingly. A brand can be made global and sold across geographies as it evolves over
a period of time. There is a perennial debate on how much of a global brand should be
standardized and how much be left for the local brand manager to adapt into the host
country’s environment. This chapter draws the principles of global branding and lays
down the strategies for globalizing a brand in different markets at different stages of
brand development.

The last section of the book (Chapters 19-22) throws light on the application of
branding principles and strategies in various areas such as experience branding, digital
branding, employment branding, and co-branding. This section of the book highlights
how all that has been learnt in the previous sections be usedfor the branding experience,
creating digital and interactive brands, and applying branding ideas to be the best
employer brand in the market. These branding applications are useful in stretching the
idea and strategy of branding from a product marketing domain to services, technology,
and human resource management.

Key Features

» Contains many examples and exhibits on JK Tyre, Bata, and Godrej to support the
detailed discussion of various models and elements of brand management

* Provides in-depth discussion on co-branding, private labels, and digital branding

* Discusses valuation-of ‘brands from the perspective of the cost of the brand, market
price, and brand performance audit

* Lists numerous application questions and project assignments to enhance and hone
the marketing skills of the readers

Online Resources

To aid the faculty and students using this book, additional resources are available at
india.oup.com/orcs/9780199460496

For Faculty

* PowerPoint Slides

¢ Instructor’s Manual

* Additional Videos

* Multiple-choice Questions
* Web Links and Pages

For Students
¢ Flashcards
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INTRODUCTION

We come across multiple products every day in different forms, shapes, and sizes.
A product is a thing or a substance produced by a natural process or by a manufacturer.
The Oxford Dictionary defines a product as an artefact, good, produce, commodity,
output, merchandise, and offering. While studying product management, we will use these
words interchangeably. However, as regards common usage, the term ‘product’ refers to
all offerings, including services. Services have their own distinctive features and one can

» Constituents of product mix
» Product line decisions
» Product line strategies
» Product positioning
» Positioning and differentiation
strategy
# Conclusion
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4 > PRODUCT AND BRAND MANAGEMENT

differentiate between a physical product and a service by evaluating them on the basis of
tangibility, inseparability, perishability, and non-standardization. However, we will include
products and services as same under the heading ‘offering’. We will discuss the concept of
product, its different levels, types, and other strategic issues involved in managing a product.

As consumers, we buy different kinds of products and services. We buy motorcycles,
shampoos, ice creams, talcum powder, pencils, tickets for a concert, and many such items
regularly. As we understand, our decision to buy an item is based not only on its tangible
attributes but also on the psychological attributes such as services, brand, package, warranty,
and image. The success of a marketing plan depends primarily on conceptualizing and
launching a unique product that matches the needs of target customers. A good marketing
plan begins with the ideation and design of a meaningful offer to customers. Consumers
will evaluate the offer on the basis of criteria such as tangible features, quality, quality of
accompanying services, and price to be paid to own the product:"A product is a tangible
offering from the marketer to the consumer. In modern marketing, as discussed, a product
goes beyond a tangible offering to something that delivers value to the customer. A product
1s something that an organization offers to prospective consumers to satisfy their needs and
wants. Itis a bundle of benefits consisting of key product features and accompanying services.

MEANING OF PRODUCT

A product is the object of an exchange process. Gustomers come to the market as a
result of demand and have the ability to pay; marketers come with a tangible offering:
A transaction occurs when the product ownership is transferred from the manufacturer
to the customer for a price or an equivalent. When we say equivalent, we mean anything
valued by the manufacturer, that is, in a barter system, both parties exchange physical
goods of value to both parties. Therefore, for an exchange process to occur, someone
must have a demand for the object in question and must be willing to exchange other
assets or objects.that possess value for the other party.

A product is 'the central idea behind any marketing plan. Product management
decisions determine the success or failure of an organization. A product is a set
of complex tangible and intangible attributes, including packaging, colour, price,
marketer’s image and status, retailer’s prestige, and associated services which the buyer
accepts as an ‘offering’ to satisfy his/her demand. A product can be anything including
physical goods (car), services (beauty salon), experiences (holiday package), events (IPL
T-20), concepts (family planning), ideas (religion), propositions (patriotism), places (Taj
Mahal), nations (Malaysia), properties (entertainment park), organizations (school), and
information (social media). A product is something of value offered to customers for
attention, acquisition, use, and disposal with an objective of satistying customers.

PRODUCT MANAGEMENT

Product management is a loosely defined term and encompasses many activities in the
context of a business. It is the organizational structure within a business that manages
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development, marketing, and sale of a product or a set of products throughout the product
life cycle. It covers the broad set of activities required to get the product to the market and
to support the product through product marketing programmes. Product management is
an organizational life cycle function dealing with planning, forecasting, production, and
marketing of products at all stages of the product life cycle. Therefore, product management
involves the ideation and development of new products; launch of new products; managing
the product across its life cycle; developing product marketing plans; and managing product
portfolio as the company progresses over a period of time. Therefore, a product management
function is a strategic function, more than just marketing a product. The role of product
management is to define, develop, deploy, and maintain products and services that provide
more value than the competitor, help build a sustainable competitive advantage, and offer
deliverable and measurable benefit to business. A typical product management involves two
critical functions—product development and product marketing.

ROLE OF PRODUCT MANAGER

The responsibility of managing a product in the organization lies with product managers.
Product managers have different connotations for several organizations, depending
on the variants offered by the company to the market. In a single product farm, the
product manager performs the product and brand management function. In a single
product line, where the company produces one product but with different variants or
brand names, the company may recruit individual brand managers supervised by the
product manager. In a multiple product line situations, there can be a product manager
supported by product line managers and brand managers.

Let us analyse a few examples to understand the differences. If a company
manufactures a single product like Ghadi detergent, a single product manager will
perform the necessary product and brand management functions. For a company with a
single product line like soaps, there can be individual product managers, say for example,
there are different product managers for Nirma detergent and Nirma beauty soaps.
In a multiple product line firm like Godrej, product management can be arranged by
individual product lines. Each product line like soaps, edible oil, refrigerators, computers,
and office equipment can be managed by a product line manager. Each product line
manager can be supported by brand managers taking care of individual brands.

Product managers are in charge of product line control and decide the number
of products that will be included in a line. They follow different strategies at various
stages of the product life cycle. A product manager analyses and capitalizes on the
concept of product life cycle. A company needs to identify the business opportunity
and develop, test, and launch new products. Product managers undertake research to
improve communication and make improvements on supplies and sourcing. They collect
market information through marketing research and marketing environment analysis for
undertaking product-related decisions. With real-time market knowledge, they take care
of a centralized product planning process. Product managers control costs and profits, and
coordinate activities covering new product launch and deciding on market entry strategy.
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Pearson and Wilson have suggested the following steps to make a product manager’s
job more effective:

* Clearly delineate the limits of the product manager’s role and responsibility for product
management.

e Build a strategy development and review process to provide an agreed framework for
the product manager’s operations.

 Take into account areas of potential conflict between product managers and functional
specialists while defining their respective roles.

* Set up a process that helps in reporting to the top management as regards all conflict
of interest situations between the product manager and the functional line manager.

* Establish a system for measuring results that are consistent with the product manager’s
responsibilities.

A product manager has varied responsibilities in the organization. He/She identifies
profitable opportunities that meet the needs of the market, launches new products into
the market, oversees products in the market, and releases unsuccessful products from the
portfolio. Table 1.1 lists the roles and functions of product managers in the organization.

The product manager leads the product through its entire life cycle from
conceptualization to retirement, making informed and intelligent decisions at cach
intersection that defines the business strategy. He/She has the internal and external
perspective. As regards the internal ‘perspective, he/she works and communicates
across organizations to other departments such as design, production, customer service,
finance, sales, and marketing mside the organization to create and deliver an exceptional
customer experience. As regards an external perspective, the product manager is the user
expert. He/She understands the user and his/her environment intimately so that the
manager can produce a new product and manage it to solve the user problem better than

TABLE 1.1  Roles and functions of product managers

Product development function Product marketing function

Identifies new product candidates Analyses product life cycle consideration

Gathers the voice of customers Plans product differentiation in the market

Defines product requirements Initiates product naming and branding

Identifies the scope and defines a new product at Assists in product positioning and outbound messaging

higher level

Defines customer base and feasibility Promotes the product externally with integrated
marketing communication activities

Evangelizes new product within the company Conducts customer feedback

Builds a road map for the product Evaluates consumer response to product and
marketing efforts

Ensures products are within the optimal price margin and Launches modified or new products into the market and

up to specifications mapping competition
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TABLE 1.2 Basic functions of a product manager

Function Task Activity Role
* lnovaon  ldeate Capture and priritze ideas and features  Responsible
Explore Mark(_et a_nalysis (_competitors, trends, Shared o
supplier information, etc.) responsibility
Market strategy Responsible
External customer research Responsible
Opportunity assessment Contributor
Focus Business case or investment justification Responsible
Design Immerse User insights Responsible
Personal development Responsible
Market requirements or customer stories Responsible
Business requirements Contributor
Define Product requirements Responsible /
Contributor
Prototype development Contributor
Implementation Build Supplier engagement Contributor
Managing project Contributor
Subject-matter expertise Responsible
Testing Contributor
Launch Internal training Contributor
Day-to-day product Product strategy Responsible
management
Product road map Responsible
Reporting and analysis Responsible
Ongoing market insight Responsible
Sales support Contributor

any other competitor. The product manager’s role and function is all about innovating,
designing, and implementing product management strategy. Table 1.2 explains the basic
functions of a product manager.

PRODUCT MANAGEMENT APPROACHES

There are several approaches to assign products to a company’s available product
managers. The choice of an approach depends on marketing objectives, nature of
the business organization, number of products (brands) in the portfolio, and the top
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management’s preference on product markets. There are three basic approaches to
organizing product management as follows:

Individual Product Manager

The simplest way to assign a product manager is to allot one product manager to all
the products, that is, only one product manager exists in a company. This situation
eliminates difficulties related to intermediate communication. Using only one product
manager constitutes the simplest expression of the product management operation. It is
most useful in organizations that have a consistent product mix.

Several Product Managers

As a company grows, it often adds product lines that are less consistent with the original
core business. When more than one product manager exists in'a company, two basic
forms of organization are possible. Iirst, the product manager reports directly to the
marketing chief and oversees the activities of several people; for example, Hindustan
Unilever Limited (HUL) has a system of allotting product managers for individual
products or each product line will have a line manager.

Product Group Coordinator

The evolution of large-staffed product management groups has led to the creation of a
new product management position—the product group coordinator. While the product
group manager acts in a managerial capacity to bring about the efficient operation of
the entire product group, the'product group coordinator is responsible for the internal
integration of the group.

VALUE OF PRODUCT

The product manager has one simple objective—delivering optimum value to customers.
The simplest definition of value is the difference between benefit and cost. A customer
evaluates the-benefits that he/she will get from the product ownership and the cost
he/she has to bear for the ownership. The product manager attempts to understand
this value paradox and proposes the product at different levels to maximize customer
satisfaction. Figure 1.1 explains the concept of customer value for better understanding;

A product manager considers two set of factors, namely the benefits and costs to
arrive at the desired level of customer value. The benefits include product benefits, brand
or company benefits, performance or functional benefits, service benefits, and emotional
and self-expressive benefits. The costs include cost of acquiring and inventorying the
product, cost of using the product, cost of maintaining and repairing the product, and
cost of disposing of the product. To add on to this are the other costs like channel
margin, production cost and marketing and administrative expenses. The net difference
of these two components is called customer value. A customer evaluates this net gain in
every purchase situation. The benefits associated with any product can be classified into
core, tangible, and augmented benefits.
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' . Customer value
Emotional or self-expressive

benefts [~~~ —~

Cost of disposing product

A

Cost of maintaining
and
repairing product
Performance benefits Cost associated with
using the product

Cost of acquiring
Brand or company benefits and inventorying the
product

Service benefits

Total customer benefits

Purchase price
Product benefits Channel-margin
Firm profit
Firm cost

e i
Total customer costs

(Customer value)

FIGURE 1.1  Concept of customer value

Core benefits These benefits explain/the core meaning of the product to the
consumer. These are the intangible benefits at the core of the product that the consumer
expects to obtain through ownership. While making a choice about lipstick, women
expect the product to offer some level of ‘hope of looking beautiful’. For example, a car
offers the generic benefits of convenience in travelling. Hope, benefit, and satistaction
are the key core benefits associated with the products.

Tangible benefits < These are the benefits that the consumer physically confronts
while making a ‘choice. They include the physical attributes of the product such as
feature, colour,-design, style, quality, size, weight, and durability. The marketer identifies
the need for a lipstick and converts it to a tangible product by styling, featuring, and
giving a brand name to the product.

Augmented benefits Many basic products are a combination of core and tangible
benefits. Companies augment the core and tangible benefits with warranty, guarantee,
and after-sales service programmes so that the customer receives an enhanced brand
experience. The other augmented benefits include facilities for credit, packaging, repair,
and after-sales and service facilities. They help in building a higher aspirational value for the
product with an objective of creating non-attribute-based differentiation. Refer to Fig. 1.2.

LAYERS OF PRODUCT

A product has different layers like an onion and each layer contributes to various aspects
of the product. Marketers should analyse the product at different levels. The identified
levels are as follows:
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Augmented benefits

Tangible benefits

Core
benefits

FIGURE 1.2 Product benefits

* Core layer

* Basic product layer

* Expected product layer

» Augmented product layer
* Potential product layer

The core layer of the product explains the reasons
for which the customer is making the purchase. This
layer explains the ‘reason why’ of buying the product.

The basic product layer is something that the

consumer looks at while making a choice. They are
hygienic to a product offering and include basic
utilities such as physical features and other tangible
elements of the product.

The expected layer is a set of attributes and conditions that buyers normally expect out
of a product. While the basic product is the ‘given thing’, in the expected level, consumers
use their anticipations and utility expectations for defining the product.

The augmented part of the product is a set of associated services and cues that help
the product to deliver beyond the expectation level of the consumer. Product managers

Potential product
Augmented product
Expected product

Basic product

Core
product

FIGURE 1.3 Layers of a product

use strategies such as brand positioning and
competitive differentiation in a commodity
market for delivering the augmented level of
the product. This amounts to sufficient defence
for the brand but is not the necessary level of
defence.

In an emerging market like India,
competition originates at the level of the
expected product. The last layer is the potential
layer where all possible augmentations and
transformations of the product occur for the
future market. The marketer is always on a
constant search for new methods and processes
to differentiate the offer that will satisty the
customer and create the desired differentiation
in the market. Refer to Fig. 1.3.

ESSENTIAL FEATURES OF PRODUCTS AND SERVICES

There is no meaning to a product if it does not deliver some value to consumers. If the

product delivers a higher value compared to competitors, it enjoys favourable positioning
and a higher level of customer loyalty and brand equity. The product should bring profit
to the company and satisfy the stakeholders. It should either deliver value for money or
reflect the aspirations of consumers due to product ownership. The product comes with
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associated attributes so that there will be additional utility due to extra value proposition
through additional promises. The product (through its meaning and brand building) is a
bundle of intangible benefits that deliver the implied meaning to the product.

Product Management Decisions

The product manager has more authority and responsibility than ever before. The
enhancement of responsibility has increased his/her role in conducting long-range
planning, achieving profit objectives, and making product life cycle management
decisions. There are three critical factors to be considered while making product market
decisions. The product manager should decide on the nature of the market, the level of
competition, and the level of product to be offered to the market.

Markets are classified into monopoly market (with no direct competition), monopolistic
market (with differentiated demand patterns), oligopoly market (with a strong cartel
among few players), and perfect market (with a high level of ‘commoditization). Markets
can also be classified into concentrated markets (when the market share is with a few
dominant players) and fragmented market (where the market share is distributed among
many players and very few can really take a call on decisions related to price).

The next important factor is the nature of assistance needed by the product regarding
production, engineering, marketing, financing, staffing, and so on. The third factor is
much broader and covers strategic requirements that affect the product line, the whole
business line, or the entire corporation. The product manager needs to answer the
following questions while deciding on the products and services of the firm.

* What do we want out of product management?

* What do we want our product managers to do?

* When do we want our product managers to do their jobs?

* How do we want them to do the jobs assigned to them?

* What are the operational guidelines that will be established?

* What expectations do we have for the specific contribution of product managers and
product management?

* What is the price that we are willing to pay?

* What are the general and specific duties and responsibilities that will be assigned to
product management?

* What are the authorities that will be assigned to product managers?

* What is the number and the nature of products and brands?

* What are our product objectives?

* How will we measure the effectiveness of our product management?

Classification of Products

Products can be classified on the basis of three essential characteristics, namely durability,
tangibility, and user type. While durability explains the average life of the product available
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for consumption, tangibility explains the physical attributes of the product, and user type
classifies products into consumer products and industrial products. Figure 1.4 shows a
typical product classification.

Classification on Basis of Durability and Tangibility

Products can be classified on the basis of durability and tangibility. They can be grouped
as non-durable and durable products on the basis of durability and as physical products
and services on the basis of tangibility.

Non-durable goods Non-durable goods are tangible goods normally consumed for
one or a few uses. They are purchased frequently and consumed very often. Smooth and
intensive distribution (availability at all possible places) makes these products succeed in
the market. In this product category, the marketer charges a small mark-up and advertises
heavily to increase trial and build brand preference. Most fast-moving consumer goods
(FMCG) products belong to this class (e.g., detergents, food items, and household goods).

Durable goods Durable goods are tangible goods that can normally be used for
many years. These products need more personal selling and after-sales service; they offer
higher margins and are often backed up by guarantee or warranty programmes (e.g.,
colour televisions, refrigerators, washing machines, and vacuum cleaners).

Services These are intangible, inseparable, variable, and perishable products. Services
need a good amount of quality control, credibility of the supplier; and adaptability to
variable consumption behavior (e.g., airline, insurance, and banking services).

Classification of Consumer Goods

Consumer goods can be classified on the basis of consumer’s shopping habits. They are
grouped as convenience goods, shopping goods, speciality goods, and unsought goods.
Consumer goods are targeted at either individuals or family members.

Convenience goods These are frequently purchased goods by consumers.
Consumers often buy them out of frequent consumption situations. They are purchased
immediately with minimum efforts (e.g, toiletries, soaps, cigarettes, and newspapers).
These goods can be further classified into the following:

Staple goods Consumers purchase on a regular basis. There is a high level of
routinized response behaviour for items such as toothpastes, soaps, and chocolates that
fall under this category.

Impulse goods Consumers purchase without any planning or search effort. Purchase
of a magazine, chocolates, candy, and bread are examples of an impulse buying situation.

Emergency goods Consumers purchase on an urgent need. There is no previous
decision to buy them but the consumer is forced to buy due to the emerging situation.
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Classification of products

Durability and tangibility

Detailed classification of goods and services

* Non-durable goods
* Durable goods

« Services

+ Unsought goods

Industrial goods

Services

—— Consumer goods

Consumer goods
+ Convenience goods

+ Shopping goods
* Specialty goods

— On the basis
of durability

On the basis
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Raw
materials

Foundation
goods

Facilitating
goods

Accessories
and parts

Industrial goods
+ Material and parts
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business services

Durable goods (Cars,
scooters, and furniture)

Fast-moving consumer
goods or Non-durable
goods (Soaps and
cornflakes)

Convenience goods
(Bread and biscuits)

| Shopping goods (Suiting,

FIGURE 1.4 Product classification
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Specialty goods (Paintings,
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and finance
Law-enforcing civil,

administrative, and
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Transport and
communication

Business, professional
services

Distributive trade

Hospitality services
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This includes purchase of umbrellas, antiseptic creams like Burnol, or axes to cut down
trees during the rainy season.

Shopping goods These are goods that the customer purchases by undergoing a
comparative process of selection and purchases based on price, psychological fitment,
suitability, style, and quality. Examples include furniture, electrical appliances, home
furnishings, and clothing. Shopping goods can be classified into the following:

Homogeneous shopping goods 'These are similar in quantity but differ in price
levels justifying a price comparison by the buyer

Heterogeneous shopping goods These products differ in product features and
services and are more important than price for a decision.

Speciality goods These are goods with unique characteristics or brand identification
for which buyers need to make a special purchasing effort. Examples include music
systems, televisions, cars, and men’s clothing. There is hardly any comparison for
speciality goods as each brand is unique and different from others. The buyer is ready to
spend more time and effort while making a purchase decision for such goods.

Unsought goods These are goods that the consumer does not know of or does not
normally think of buying. These goods need advertising and more personal selling efforts
for making a sale. Some examples are life insurance, coffins, and fire alarms.

Classification of Industrial Goods

Industrial goods are the output of one manufacturing system and act as the input for
another manufacturing system. They enter into another firm’s production process so
that the final goods can be offered for consumption. They enter into the production
process as raw materials and spare parts; some of them also enter as capital items for
augmenting the finished goods and the rest as consumables and supplies. These are ably
supported by services targeted towards business class customers. Figure 1.5 explains the
processes involved in industrial goods.
Industrial goods can be classified into the following areas:

Factoy! ——— Output of N Production process N Final output

Factory-I of Factory-Il from Factory-II

l

For consumption in
B2C (consumer)
markets
FIGURE 1.5 Processes involved in industrial goods
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Materials and Parts

These include goods that go into another manufacturer’s product completely. They
are of two types—raw materials, and manufactured materials and component parts.
Raw materials may include farm products such as rice, maize, cotton, and starch, or
natural products such as fish, petroleum, gas, iron, and aluminum ore. Farm products
are renewable as they involve agricultural production. Natural products are very often
limited and are often available in bulk and low unit value. There are a few but large
producers and marketers supplying natural products. Long-term supply contracts are a
common phenomenon in such categories as the industry needs an uninterrupted supply
of products for running the business process. Manufactured materials can be classified as
component materials such as iron, steel, zinc, and component parts such as motors and
printed integrated circuits. Component materials are further classified into fabrications
from alumina to aluminum, pig iron to steel, and yarn to cloth.. Components enter the
final product without being changed or modified.

Capital Items

These are long-lasting goods that facilitate developing or managing the finished product.
They include two groups—installations and equipment. Examples of installation include
buildings, shades, offices, and shop floors, and heavy equipment such as earthmovers,
trucks, drillers, servers, and mainframe computers. Installations are major purchases for
the organization. Equipment include hand tools and office equipment such as personal
computers and laptops. Such equipment are not permanent and need to be replenished
in different periods of time.

Supplies and Business Services

These are short-term' goods and services that facilitate managing or developing the
finished product supplies. They can be of two kinds, namely maintenance and repair
and operating supplies. Maintenance supplies include painting and nailing. Operating
supplies include writing papers, consumables for computers, lubricants, and coal.
Business services can be classified into maintenance service such as copier repair, window
and glass cleaning, and business advisory services that include consultancy, advertising,
and legal services.

Product Mix Decisions

Most companies, whether large or small, handle a multitude of products and varieties,
irrespective of whether they are into manufacturing or retailing. In due course of time,
companies may expand new lines or contract old lines after the existing product is
sold out or develop new uses for the existing products. Such activities involve managerial
strategies and policy making with respect to the company’s line of products and services.

A product mix is known as product assortment; it is the set of all products and items
that a particular seller offers for sale. It consists of various product lines. For example,
Godrej has multiple product lines, namely soaps, office equipment, edible oil, computers,
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and other products through different manufacturing processes that are targeted towards
different markets. If a company has multiple products, the product manager has to
decide at three different levels of product aggregation, that is, product item, product
line, and product mix.

Productitem It is a specific version of the product that has a separate designation in
the seller’s list. For example, Renault’s Duster is a product item.

Product lines A group of products are closely related because they satisfy a class
of need or are used together, sold to the same customer group, marketed through the
same types of outlets, fall within the given price ranges, and are considered a unit
because of marketing, technical, or end-use considerations. In other words, a broad
group of products meant for essentially similar uses which possess reasonably similar
physical characteristics constitute a product line. For examples; SLR cameras or wearing
apparel 1s a product line. Examples of non-food productlines include the Barbie line
that comprises baby clothes, nursery equipment, vaporizers, and toiletries.

Product mix These are products offered for sale by a firm or a business unit. In other
words, product mix is the complete list of all'products offered for sale by a company.
For example, Canon SLR cameras, photographic supplies, papers, printers, and fibres
constitute product mix. Tata’s hair oil, cosmetics, locomotives, textiles, and iron and steel
goods 1s another example of product mix.

Organizational Goals and Product Mix

There are various organizational goals for offering a product mix. The key objective of
offering a product mix is to fulfil the supply of goods and services to end customers. The
three critical organizational goals are sales growth, sales stability, and profits.

Sales growth can be achieved either by increasing its share in existing markets or by
finding new-markets. There are four ways in which product mix can be adjusted to
achieve organizational goals, as follows:

Market penetration Here, market share is increased by expanding the sales of
present products in the existing user segment.

Market development Here, markets are expanded by creating new uses of present
products.

Product development Market share is increased by developing new products to
satisfy the existing needs of customers.

Diversification The market is expanded by developing new products to satisfy new
needs of consumers.

Stability in sales 1s required as stable sales allow for more efficient planning in all phases
of production and distribution. It is also desirable to maintain a proper balance in total
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sales and product mix so that a product losing market can be counteracted by launching
another product that can pick up the lost market share. Sales stability can be established
by entering into a new market.

Profits are determined by the marketing success of different members of a product
mix. Some items are usually more profitable than others. Low-profit items may be
performing a valuable part in helping to sell the company’s more profitable products.
They may also prove to be an insurance against an unforeseen failure of a profitable
product. Theoretically speaking, though one should keep highly profitable products in
the product mix, one needs to understand the cross linking between product profitability
within a product mix.

Constituents of Product Mix

A product system is a group of diverse but related items that function in a compatible
manner. A product mix constitutes the set of all products-and services offered to the
market. The constituents of a typical product mix include dimensions of width, depth,
length, and consistency.

By ‘width of the product mix’, we mean the number of different product lines
found within the company. In other words, the number of product lines carried out
by the company measures its breadth. For example, Bajaj Electrical produces bulbs,
fluorescent lights, mixtures, grinders, ‘toasters, scooters, pressure cookers, and a host of
other electrical appliances. This list of the number of product lines is called its width.
Refer to Fig. 1.6.

The ‘depth of the product mix’ refers to the average number of items offered by a
company within each product line. In other words, depth is measured by an assortment of
sizes, colours, models, prices, and quality offered within each product line. For example,
HUL produces 10 variants of shampoos in a shampoo line. Therefore, the depth is 10 for
the company in the shampoo line.

< Depth >
Product line 1 ———>| 1-a 1-b 1-c 1-d 1-e
Product line 2 ——— > 2-a 2-b £
S
=
Product line 3 ————> 3-a 3-b 3-c
Product line 4 —— > 4-a

Product mix items = 12
Number of lines = 4
Average depth =3

FIGURE 1.6  Constituents of product mix
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The length refers to the total number of items produced by the company in all of its
product lines. This is the sum total of the number of items in each of the product lines.

The consistency of the product mix refers to how closely the various product lines
are related in terms of consumer behaviour, production requirements, and channels
of distribution. For example, General Electric Company’s product mix has an overall
consistency in that most products involve electricity in one way or the other.

The dimensions of width, depth, and consistency have strong marketing implications.
When a company increases the width of its product mix, it shows that the company is
planning to capitalize on its good reputation and skills in current markets by increasing its
presence in other product categories. As the company increases the depth of its product
mix, it plans to entice the patronage of buyers of widely differing tastes and needs.
When the company increases the consistency of its product mix, it hopes to acquire an
unparalleled reputation in a particular area of endeavour. When the company increases
its length in different product lines, it plans to enter deeper into each of the product
market segment that it serves.

It is important for a marketing manager to understand the different dimensions
of a product mix and the ways in which they are related to each other. Changing the
product items involves the issues regarding modifying, adding, or dropping product items.
Changing the wudth of the product mix involves altering the policy at the product-line level
and whether to deepen or shorten an existing product line. Changing the product mix
involves issues related to product-markets that one should enter or leave, and ways to
handle communications for various product lines or items.

Product Line Decisions

Product line decisions are crucial as they involve major investments or disinvestments for
a firm. Managers have to allocate advertising and communication expenses and have to
invest in manufacturing and other facilities. Taking decisions on changes in a product
line depends on several factors such as preferences of consumers, tactics of competitors,
cost structures of firms, and demand spillover from one product to another.

Changes in Market Demand

Changes in market demand may arise due to variations in the composition of the
population served. If there is an increase in the number of births, businesses prefer
introducing new lines of baby products such as baby food, baby shoes, perambulators,
and toys with other lines. An increase in the purchasing power of consumers also leads
to improvement in product quality as also the dropping of certain low-price and low
quality goods from the existing product.

Changes in consumer behaviour in terms of motivation, attitudes, preferences, and
buying habits encourage marketing executives to expand or contract their product mix.
To satisfy varying needs, the product manager may add many new lines. For example,
departmental stores do so by adding general merchandise, light-reading material, health
and beauty aids, ready-to-wear apparels, household requisites, indoor games, and sports
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materials. Sometimes, changes in the product mix are also made to suit the requirements
of middlemen who may like to have varied line of products due to increased competition,
cost, and intensity in promotion.

Competitive Action and Reaction

A firm may differentiate its product line to meet price competition and save it from
unduly low profits. Decisions on product lines are taken in relation to the nature of
competition and the level of power that the competitor holds in the market. Many firms
retain a longer product line so that some brands play the role of a flanker. Flankers are
developed to preempt future competition and when a competitor emerges in the picture,
the company can invest in making the brand a major one for the firm.

Marketing Influences

Product managers may add new product lines for two reasons—to increase sales by
exploiting a new market or by expanding the present-ones, and second, to use the firm’s
capacity more efficiently by a better use of its resources of salespersons, warchouses, or
branch offices.

Product Influences

A firm may change its product mix to-use its manufacturing capacity more effectively,
thereby reducing its net production cost: New lines may be added when another firm
discontinues its production. To use the by-products or waste products in a better way;,
product managers add new lines. The availability of alternative products and new
innovations also influence product line decisions.

Financial Influences

A firm may add or drop out a product line according to the availability of financial
resources. The product mix may be expanded to increase a firm’s sales volume; a
product line may be dropped to meet depression in the market. The financial status of a
firm, including the availability of capital with the firm coupled with market penetration
strategy, will decide the product line.

Product Line Strategies

A company has several product strategies at its disposal. Product managers take decisions
related to product width, depth, and consistency in the product mix. Most of these
strategies involve a change in the product mix. Some of the important product line
strategies are summarized here.

* Product mix expansion

* Product mix contraction

* Product mix alteration

* Development of new uses for existing products
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* Trading-up and trading-down
e Product differentiation and market segmentation

Expansion of Product Mix

Product managers expand the product line when consumers traditionally enjoy a wide
variety of brands; consumers are accustomed to switching from one to another, if the
competitors lack a comparable product, and if competitors have already expanded into
the market by themselves. However, the main limitation in expansion is the availability
of sufficient finance, management time, and equipment to cater to the market.

Increasing the number of lines and/or depth within a line can help in expansion
of the present product mix. Such new lines may be related or unrelated to the present
products. For example, a large super market with provisions may add drugs, cosmetics,
and housewares (width) while at the same time, increase their assortments of dry fruits,
baby foods, and detergents (depth).

Contracting or Dropping Products

This 1s more difficult because significant money has already been invested; therefore, as
long as possible, products are allowed to linger on until they touch shut down cost. The
product manager may consolidate several other products in the line so that fewer styles,
sizes, or added benefits are offered to the customers. Alternatively, the product manager
can simplify each product’s position within a line. If the product fails after pruning, the
company may stop production altogether.

Alteration of Existing Products

Sometimes, experience may show that improving an existing product may be more
profitable and less risky than developing and launching a new product. Alterations may
be made either in the design, size, colour, texture, flavour, packaging, in the use of raw
materials, in the advertising appeal, or on overall quality. This strategy can be followed
regardless of the width and depth of the product mix.

Development of New Uses for Existing Products

A company may find new uses for an existing product. This is possible when the company
changes the form of the product and takes the brand from the bathing segment to
cleaning clothes, floors, utensils, and even glass products. For example, Dettol launched
handwash, dishwasher, and other cleaning agents with the same brand name.

Trading Up and Trading Down

This involves expansion of product lines and promotional strategies. It explains situations
where the product manager would like to stretch the brand upward or downward on
the value proposition. A lower value proposition leads to trading down and a higher
proposition deals with the trading up model.

Trading up It refers to adding a higher priced, prestige product to the existing lines
with an intention of increasing sales of an existing low-priced product. Surf was traded
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up with launch of Surf Excelmatic. Under trading up, the seller continues to depend on
the older, low-priced product for a major portion of the sales. Ultimately, the seller may
shift the promotional emphasis to the new product so that a larger share of sales may go
to the new products.

Trading down It refers to adding of low-priced items to its line of prestige products,
with an expectation that people who cannotbuy the original product may buy the new ones.
These carry some of the status elements of high-priced goods. An instance is that of LG
Electronics which attempted to broaden its market for colour televisions by introducing
a frilled-down version called ‘Sampoorna’ for rural markets in India. Many colour
television manufacturers launched lower priced versions to cater to the bottom rung
of the market. Wills cigarette also traded down by bringing outlow-priced Wills-Flake
cigarette packs in the Indian market.

Frequent trading up and down is often found to be harmful because the consumer
may be confused about the new product and sales in‘the new line may also get adversely
affected as such trading is done at the expense of the existing products. This situation may
be avoided by differentiating brands, channels of distribution, promotional programmes,
and product design.

Product Differentiation and Market Segmentation

Product differentiation and market segmentation are the most popular strategies for
a product manager. Iirms engaged in non-price competition in markets often employ
these strategies in imperfect markets. Markets are divided as either perfect or imperfect.
Examples of imperfect markets include monopoly, monopolistic, and oligopoly markets.
In a perfect market every product is a substitute of another product. It is sometimes
referred to as a commodity market (perfect market). Since these strategies require large
financial involvement in promotional efforts, they are popularly known as product
planning and promotion strategies. Some of the popular strategies are explained here.

Product differentiation Product differentiation involves ‘developing and promoting
awareness of differences between the advertiser’s product and the competitor’s product’.
Product differentiation strategy enables a company to come out of price competition so
thatit may start non-price-based competition. Itis possible to differentiate a product based
on quality, design, brand, or packaging. This strategy works in relatively homogenous
markets and standardized product markets. Product categories such as soaps, cigarettes,
and gasoline are examples of products that employ this strategy.

Market segmentation Under the market segmentation strategy, the seller knows
that the total market is made up of many smaller homogeneous units well-differentiated
on the basis of the consumer’s wants and motivation. Different types of products can
be developed to cater to varied demand patterns. Product managers can tailor-make
products to suit each segment. This strategy attempts to penetrate a limited market in
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depth, whereas product differentiation seeks to achieve breadth in a generalized market.
Product differentiation seeks to secure a layer of the cake and market segmentation
strives to secure one or more wedge shaped pieces from the cake.

Product Positioning

Product positioning refers to a brand’s objective and functional attributes in relation
to competing brands. It is a characteristic of the physical product and its functional
features. Brand positioning refers to a brand’s non-functional and emotional attributes
with respect to competing brands.

Product positioning is the process of selecting, out of a number of unique selling
propositions, the one that will give maximum sales to the product manager. Product
positioning is central and critical and is to be considered ‘at the level of mission
statement. At the strategic level, product positioning represents the essence of a business.
Refer to Fig. 1.7.

Perceptual Mapping

When a marketer intends to display his/her interestin the perception of target consumers,
there is a need to measure customer perception. Perceptual mapping is the method of
measuring consumer perception about the product with respect to competing products by
using graphical method. Perceptual mapping is usually represented by two-dimensional
scales so that the marketing manager can readily see where his/her own product is
positioned in the minds of prospects and in relation to other products. Perceptual mapping
technique identifies the dimensions on the basis of which the consumers differentiate
products and the configurations of the product in relation to competing products on
these dimensions. Let us take an example of positioning of Top Ramen, Maggi, and
Yankee’s noodles‘on dimensions of convenience and quality. Refer to I'ig. 1.8.

Let us take another example of television brands, namely Sony, LG, Samsung, and
Videocon and try to represent them on brand image and superior technology. Refer to
Fig. 1.9.

A product manager can use the steps mentioned in Fig. 1.10 to develop a perceptual map.

Product Benefits

Product benefits facilitate consumers in their decision-making and reduce uncertainty
in their minds. Consumers encapsulate the product’s identity, origin, specificity, and

Components of product positioning

Perceptual mapping Product benefits Segmentation Product categories

FIGURE 1.7 Components of product positioning
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Convenience

‘ Maggi

Top Ramen
2

2 .
Quality
1

Yankees

FIGURE 1.8  Perceptual map of noodles brands based on
convenience and quality

guarantee and how it is different from others. Product benefits can be communicated by
developing a branding strategy. This is because the brand owner is able to earn an easy
recognition and positive image in comparison to non-branded or other brand owners.
Product benefits are converted into brand benefits through marketing communication
and gain the following strategic relevance in marketing.

* A brand aims to segment the market.
* It helps in developing a favourable image.
¢ It offers value for money.

Brand —+ 5 Sony
image (2.41,3.33)
14
N
1 LG
J (1.21,1.85)
| | | | Superior
[ [ [ :litechnology

Videocon (-1.5, -2.3)

—+0

FIGURE 1.9  Perceptual mapping of television brands based on
brand image and technology
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Step | The parameters on which the map is to be prepared have to be identified.

l

Step Il (Central tendency) The mean of television brands parameters has to be
determined.

4

Step lll Inferences have to be put on the map.

Step IV A combination can also be calculated if it is required to understand
perceptual mapping.

FIGURE 1.10  Steps to develope a perceptual map

¢ It helps in product innovations.
* Itis a living memory as it leaves lasting impressions in the minds of consumers.

We can conclude that product benefits constitute the heart of product management.
Such benefits can be achieved through continuous and innovative thoughts.

Segmentation

An understanding of the relevant dimensions of a market is very important in product
management. In market segmentation, consumers are grouped in terms of various
characteristics; firms attempt to match the needs of different consumer groups to the
product attributes and benefits, and develop compatible marketing inputs such as price,

promotion, and distribution.

Product Categories

The nature of a product is found to have
considerable impact on the method of
product positioning. The method of
positioning a product will vary among
consumer and industrial goods.

Product Positioning as Differentiation
Strategy

A firm that decides to operate in a

heterogencous market recognizes that it
FIGURE 1.11  Hero Splendor normally cannot serve all customers in that
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TABLE 1.3 Product differentiation strategies used by
some premium brands

Product attribute Examples
* Productdesign  Braunshaver Harpic

Product style Titan watches, Woodland shoes

Product range Revlon cosmetics, Bata shoes

Service quality Dell Computers, Eureka Forbes
Vacuum Cleaners

Packaging Tata Tea, Colgate toothpaste

Product features Sony television, Hero Splendor

Performance quality Whisper sanitary napkins, Ujala,
Eveready

market with equal attention since customers are numerous, dispersed, and different in
their buying requirements and patterns. Hence, there is a need for product differentiation
to cater to different market segments. Differentiation could be based on product, service
qualities, or on perceived benefits as communicated to the customer through marketing
communication. Refer to Iig. 1.11. Table 1.3 highlights the product differentiation
strategies used by some premium brands.

Product and service design is one of the most important ways to differentiate and
position a company’s offering in different target markets. The steps for improving
product quality should be initiated by the top management of the organization. This
will bring further commitment from employees. When Xerox underwent a total quality
management programme; Paul Allire, the company’s CEQO, led the initiative from the
front. Itisimportant to create a perception of quality and deliver it by product innovation.
This will help in building customer satisfaction. This process should be integrated to the
overall product strategy of the organization.

CONCLUSION

Product management is an integral part of any marketing programme. The success
of a marketing plan depends primarily on conceptualizing and launching a unique
product that matches the needs of customers. A product is something that an organization
offers to prospective consumers to satisfy their needs. It is a bundle of benefits consisting
of key product features and accompanying benefits and services. Product managers face
various challenges in the marketplace. Some of these are external to the managerial
decision-making of an organization. Factors such as changes in technology, consumer
tastes, intensity of rivalry in the industry, and life cycle of an existing product are
important issues affecting product management decisions.

Product management involves ideation and development of new products; launch of
new products; managing the product across its life cycle; developing product marketing
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plans, and managing product portfolio as the company progresses over a period of time.
A product manager has different responsibilities in the organization. His/Her role can
be classified into product development and product marketing. He/She is responsible for
identifying profitable opportunities that cater to the consumer’s needs, launching new
products in the market, overseeing products in the market, and removing unsuccessful
products from the portfolio. The product manager holds a strategic position in modern
marketing. He/She takes key decisions related to the product and its positioning in the
marketplace. The product manager collects market information; embeds them into the
product design process; and augments the core product with desired service levels so that
the customer finds the product to be unique and different from the competing offers.

A product delivers value to customers. Customer value is the net benefit over the cost
involved in acquiring the product. A customer evaluates the benefits that he/she expects
from the product ownership and the cost of ownership of theproduct. Each product
offers different levels of benefits; these are defined as core, tangible, and augmented
benefits. Similarly, products constitute different layers such as core, basic, expected,
augmented, and potential levels. The product manager needs to decide at what level he/
she should offer the product in the market so as to differentiate and position the product
as a unique offer in the market.

Product mix is defined as an assortment of all related and unrelated products in a
company’s offer. Product mix has four important elements, namely width, depth, length,
and consistency. Product line decisions are related to the length and depth of each
product line and how individual products will be marketed to different market segments.
Once product line decisions are taken, the product manager develops suitable product
line strategies to suit the market.

A product manager decides the positioning strategy for the products based on tangible
product attributes. While a-brand is positioned on the basis of non-functional and emotional
elements, product positioning is used to differentiate the product from others on some
objective, measurable, and physical attributes. One can differentiate a product at its physical
feature and service levels. A product will deliver the maximum value when a product
manager combines physical attributes and services together and offer the same to customers.

e e e e o e e o e e e e e e - = -

Capital goods: These are long-lasting goods that
facilitate developing and managing the finished goods.
Convenience products: These products satisfy the
needs of the customer; however, the customer will not
be ready to spend much time or effort in shopping for
such products.

Durable goods: Durable goods are tangible goods that
can normally be used for many years.

e e e e o e e e e e o e = e o = e e = - - -

___________ Q(:Q KEY TERMS

Emergency products: These products are purchased
immediately as the need arises.

Homogeneous shopping products: These are
products that the customer spots and wants at the
lowest price.

Impulse products: These products are bought quickly
and are unplanned purchases as a result of a strongly
felt need.

- o e o = = e e e - - - -
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Industrial products: These products are used in
producing other products and often go into another
product’s production process.

Non-durable goods: These are goods consumed in
one or few instances.

Product: A product is a bundle of benefits offered to
consumers.

Product assortment: A set of all product lines and
individual products that a firm has in its portfolio is
known as product assortment.

Product depth: It explains the number of products
that a product line encompasses in each of its product
lines.

Product line: It is a set of individual products that are
closely related to each other.

e e e e o e e e e e o e = e o = e e = - - -

o CONCEPT REVIEW QUESTIONS

___________ QQ Key Terms (contd)
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Product width: It explains the different product lines
offered by a company.

Shopping products: The consumer compares the
features and buying criteria of these products with other
alternatives while making a branding decision.
Speciality products: These are goods with
unique characteristics and brand image that the
consumer purchases with less deliberations and
evaluation.

Supplies: These are short-term goods and services
that facilitate the development and management of
finished goods.

Unsought products: These are the products that
consumers do not wish to buy but have to buy such as
life insurance and fire safety equipments.

- W Bl = o e e e e e e e = o = = e = = =
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1.1 What s a product? Explain the product concept.

1.2 Explain product benefit. How is it different from product value? Explain the different types of product benefits.

1.3 Explain the different layers of a product with suitable examples. How are these layers relevant in the context of
product decisions?

1.4 Explain the role and functions of a product manager.

1.5  Differentiate between product development and product marketing.

1.6 Why are objectives and strategies considered fundamental for the success of a product strategy?

1.7 Critically examine the factors that influence the product mix decisions.

1.8 What is product differentiation? Distinguish between product differentiation and market segmentation.

1.9  Distinguish between consumer products and industrial products. Explain the classification of industrial products.

1.10

(c) product length, and (d) product consistency.

o CRITICAL THINKING QUESTIONS

1.1

What are the constituents of a product mix? Explain the following terms: (a) product width, (b) product depth,

To survive in the market, in the long run, companies need to discover the winning formula in their product design.

Identify five brands and explain how they have developed a unique product feature for surviving in the long run in

the market.
1.2

five examples where diversification has helped companies gain more success in business.
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1.3
14

1.5

1.6

1.7

1.8

1.9
1.10

1.11

1.12

Identify five products and discuss the core, tangible, and augmented product levels of these products.

What are the product features that should be valued for marketing products in the Indian market? Give your
rationale behind the same.

What do you mean by product modification, product elimination, and product line modification? Explain these
options with suitable examples.

How should a product manager differentiate between product positioning and brand positioning? Explain with
suitable examples.

Explain the layers of following products:

(@) Toothpaste (b) Candy (c) Motorcycle
(d) Bus (e) Pressure cooker

Identify the kind of industrial product into which the following equipment are classified:

(@) Driller (b) Lathe machine (c) Earth mover
(d) Molded furniture (e) Industrial adhesives

Industrial products have derived demand. Explain the statement with suitable examples.
Explain the brand positioning strategy adopted by the following products:

(@) Vodafone (b) Old Spice

(c) Nivea Cream for men (d) Baba Ramdev

Today's market is driven more by brand positioning than product positioning. Do you agree with the statement?

What are the reasons for your agreement?

How does differentiation strategy work in the case of the following product categories in India?
(a) Shampoos (b) Home furnishings (c) Corporate hospitals
(d) General insurance (e) Futures and options

O PROJECTS

1.1
1.2

1.3

14

1.5

1.6

Identify five products that are no more available in the market and examine the reasons for their death.

Select 10 people from the following age categories and identify their favourite brands in selected product
categories. Examine the reasons for differences in their choices.

Age category (a) 15-20 (b) 35-45 (c) 65-75

Select a sample of 50 customers of the following age groups and find out how they evaluate different layers of
products in selecting a television channel:

(a) Category | Below 20, schoolgoing, and convent educated.

(b) Category Il Above 20 and below 35, college pass, and working executives.

(c) Category Il Above 35 but below 45, college pass, and working executives.

Report if there is any discrepancy in the perception of people with respect to layers of the product.

Identify the product lines of the following companies and analyse how each one of them is contributing towards
the overall product strategy of the firm:

(@) Hero Motocorp (b) Samsung Electronics (c) ITC Limited

Analyse how Indian domestic marketers have changed their product line decisions after the opening up of the
Indian economy in the following categories:

(@) Bajaj Auto Limited (b) ICICI Bank (c) Maruti Automobiles

Conduct secondary data analysis to determine how changing levels of competition has contributed towards
repositioning of brands in the Indian market in different product categories.
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Renderlogy—Start-up to Scale up

Renderlogy is a Hyderabad-based interior designing
technology start-up firm. The CEO of the company
believes that the Internet is bringing about significant
changes to traditional business models. As a business
model, Renderlogy offers online décor solutions to
customers at mid and affordable price levels. The
company is positioned as the world’s first online and
automated, interior design company providing end-to-
end solutions to customers.

The interior design and home decor market in India
is estimated to be around ¥125,000 crores. This market
is likely to grow due to the increased affluence in the
Indian society and increased awareness on aesthetics
in hope solutions. Consumers in this segment spend
more time and effort in making product choices. Unlike
the purchasing of books or groceries, customers prefer
to experience the purchase for interior design solutions.
The market is dominated by architects who focus on
more profitable customers leaving mid-space clients to
carpenters and the unrecognized sector.

Renderlogy has a distinct value proposition in this
market segment through the application_of* innovative
technology. It focuses on the B2B market with real
estate and large builders as the target segment. However,
the opportunity to grow in-aB2C space is immense. The
company plans to make a free-for-registration portal
that will enable the end user to click, drag, and drop to
customize and virtually see how his/her planned house
would look like. The company plans to expand its business

:;Q CASE STUDY 2

to Bengaluru, Chennai, Mumbai, Raipur, and Jaipur.
It also plans to develop a mobile application for Android
and iOS platforms to reach a larger customer base.

Affordable housing is a $100 billion opportunity in
India. The CEO believes that Renderlogy is a unique
player in the space of home décor and interior design.
It uses technology, virtual reality, and real-time market
intelligence of products to cater to its customers.
However, it is a start-up.and needs a strong product
proposition to grow and-achieve economies of scale. The
company aims at developing a product and a brand plan
for the future 'so that it can present the same to private
equity players who will put their money in for scaling the
business.

Discussion Questions

1.1 Analyse the technology platform, the scope for
virtual reality, and the degree of interactivity
levels at Renderlogy’s portal.

Analyse the affordable housing market
opportunity by conducting a secondary online
research and suggest a geographic expansion
plan for Renderlogy for next three to five years.
Develop a marketing plan for Renderlogy to
succeed in the Indian market with a distinctive
value proposition.

What product market principles will you use for
developing Renderlogy’s business model?
Source: www.renderlogy.com, last accessed on 7 June 2015

1.2

1.3

1.4

Research in Motion’s Lost Storm

Research in Motion (RIM)’s Blackberry was always a
technology leader in its business. It has always placed
itself ahead of its competitors until Apple decided to

launch iPhones. RIM's core business customers always
valued secure and efficient communication systems.
The four pillars of Blackberry’s success have been

© Oxford University Press. All rights reserved.



30 > PRODUCT AND BRAND MANAGEMENT

% Case Study 2 (contd)

good battery life, miserly use of the carrier’s spectrum,
security, and the ability to type. These four factors gave
competitive advantage to the brand in the market. The
CEO of RIM wondered what happened to Blackberry
as a product and how it can be brought back to the
market as a force to reckon with.

Apple launched the iPhone in 2007 at San Francisco
as a small glass device that can download music,
videos, and maps from the Internet. Cingular Wireless
announced a multi-layer contract with Apple to sell
iPhones. The parent AT&T made an agreement to sell
iPhones on its network. Apple put a full web browser on
the phone which RIM’s carrier, Verizon, did not permit
them to bring in as a feature to its product.

The co-CEOQ, did not give much attention to the
Apple launch as he thought it was not a threat to
RIM’s core business. The Apple iPhone was not
secure; it had rapid battery drain and a not-so-great
digital keyboard. Such problems with the product
made him believe that the iPhone will not work in
the market. He believed the phone is designed for
people who cared about YouTube and other Internet
features. He could not visualize the Internet and
mobile technology knocking at the door.

However, iPhone became a success in the market.
Rivals such as RIM, Motorola, and Nokia could not
rationalize the success: The phone’s battery lasts for
less than eight hours; it operated on an older, slower
second generation network, and downloading of music
and video strained AT&T’s network. The competitor
changed the competitive landscape by moving the
product from functional orientation to a product that
was aesthetically beautiful.

Verizon understood that if Apple joined with AT&T, it
will be a big challenge to its business in the smartphone
segment. The AT&T deal to exclusively sell iPhones is
a powerful threat to its business. More than one million
iPhones were sold in the first quarter of 2007 and
the brand developed itself to a cult with a rapidly
growing following. Verizon met RIM, the world’s largest
producer of smart phones at that time to develop a

counter strategy. RIM suggested its ‘bold phone with
a traditional keyboard and new touch screen display as
an answer to the iPhone, which was rejected by Verizon
as touchscreen became the trend in the market.

Launch of Storm

RIM’s product ‘Storm’ was launched as a solution to this
competitive threat. Storm, as a product, was at prototype
level in early 2008. It had a glass and a movable screen.
The user could activate the phone’s digital keyboard
by pressing the screen down, replicating the click,
and enabling tactile pleasure that made Blackberry’s
physical keyboard very popular. Verizon liked the idea
and had a $100 million marketing budget to promote
Storm in around a thousand retail outlets. The company
gave a.daunting timeline for the launch—spring of 2008.
This nine-month deadline could not be met by RIM and
only. in November 2008, the company started shipping
Storm for the year-end season, despite the fact that
they were shipping a flawed product.

The browser of Storm was slow, the clickable screen
did not respond well, and the device often froze and reset.
Verizon started selling with heavy subsidies and RIM
launched software updates to eliminate Storm’s many
bugs. They could sell one million devices in the first two
months; but the product failed. Almost every device of the
one million or so devices sold needed replacement. Many
replacements were also returned to the store. Verizon
started threatening and demanded return of money
which was spent in fixing Storm’s product problems.
They demanded $5 million to cover their losses.

However, the CEO offered Verizon an alternative
solution with a free repair and upgrade programme
and complementary Blackberrys. The same would cost
RIM around $100 million which would hardly affect the
company’s topline. Verizon had signed a ‘take or pay’
deal and was stuck with the units it had committed to
buy. This had very negative consequences with veiled
threats from Verizon to evaluate the supplier relationship.

Storm is the first failure for RIM in the market. It
had always got praise and adulation for its devices.

© Oxford University Press. All rights reserved.



% Case Study 2 (contd)

However, the CEO did not regard Storm as a failure. He
was of the view that it is their first foray in cracking a
new technology. The product had a good camera, video
streaming capabilities, good speaker, and replaceable
battery. It was the first 3G device for Verizon and
he also liked the clickable screen. He did not realize
that consumers did not show any liking to the clickable
screen. He thought Storm to be a great product,
ignoring the market trends.

RIM decided to create Storm-2with a clickable
screen and continued the same till 2010 until Verizon
lost interest with the product. The CEO was also
wondering how people liked the iPhone while searching
for chargers to manage quicker draining of the battery.
However, he realized that Apple was setting the agenda
for the wireless industry and RIM became a follower
in the market. The CEO is of the view that the carrier
(AT&T in this case) changed the rule of the game and
forced all other carriers to change the rules. It allowed
new rules—that conservation of energy in battery
does not matter, cost did not matter, or security.did not
matter. It is experience that matters.

Apple also created its app store -based on its
experience of computers and iPods. The company has
an army of external developers ‘who built consumer
apps for all products. Blackberry brought its own app
store in the Spring of 2009 but Apple customers had
downloaded one billion apps by that time.
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RIM has always been product-focused, building
features and tools that augment the wireless technology
platform used in devices. RIM realized that there is new
competitive dynamics evolving in the market. ML coined
the challenge that RIM is facing a ‘strategic confusion’.
RIM'’s business has been disrupted on several counts.

Discussion Questions

1.1 Should RIM defend its QWERTY keyboard or
become a touchscreen smartphone maker?
Should RIM challenge Apple at the high end
of the market or focus on the lower end of the
market with devices such as Curve and Gemini
models? How does that impact the overall
perception of RIM as a technology leader?
Should RIM focus on the US market or on
emerging markets where iPhone is perceived to
be expensive?

Should the company stick to its proprietary
software technology or embrace open platforms?
What should be the game plan for the apps
market? Should RIM stick to its constructive
alignment or leave the sale of apps to the
carrier?

What should Blackberry do to survive and grow
in the market? Suggest a product strategy for
the firm for the US and emerging markets.
Source: www.blackberry.com, last accessed on 23 May 2015

1.2

1.3

1.4

1.5

1.6

Gorchels, Linda, The Product Manager’s Handbook, 2nd edition, NTC Business Books, McGraw Hill, NY, 2012.

Introduction to Product and Brand Management and Innovation, The Marketing Association of Australia
and New Zealand, 12th edition, Perth, 2013.

Jock, Busuttil, The Practitioner’s Handbook on Product Management, Grand Central Publishing, New York, 2012.

Lawley, Brian and Greg Cohen, 42 Rules of Product Management, 280 Group Press, NY, 2012.

Lehman, Donald, Russel Winner, Product Management, 4th edition, Tata McGrawHill, 2012.

Panda, Tapan K., Marketing Management, Indian Context, 2nd edition, Excel Books, New Delhi, 2008.

Sridhar, Ramanujam, Product Management in India, 2nd edition, PHI, New Delhi, India, 2010.

© Oxford University Press. All rights reserved.





