PRODUCT AND SERVICE STRATEGY

PRODUCT – Anything that can be offered to a market for attention, acquisition, use or consumption that might satisfy a want or need.

SERVICE – Any activity or benefit that one party can offer to another that is essentially intangible and does not result in the ownership of anything

LEVELS OF PRODUCT

1. Core Product : the core product stands at the center of the total product i.e. What is the buyer really buying. It consists of the core, problem solving benefits that consumers seeks

2. Actual product: is built around the core product. It may have as many as 5 characteristics – the quality level, features, design, brand name and packaging

3. Augmented product: offers additional customer services and benefits – installation, after sale service, warranty, delivery and credit

PRODUCT CLASSIFICATION

A. CONSUMER PRODUCTS – products bought by final consumer for consumption. It is divided into: 

i) Convenience product – that consumer usually buys frequently, immediately, and with a minimum of comparison and buying effort.

ii) Shopping product – goods that customer, in the process of selection and purchase characteristically compares on such bases as suitability, quality price and style

iii) Specialty product – product with unique characteristics or brand identification for which a significant group of buyers is willing to make a special purchase effort.

iv) Unsought product – product that the consumer either does not knows about but does not even think of buying

B. INDUSTRIAL PRODUCTS – products bought by individuals and organization for further processing or for use in conducting a business. Three groups of industrial products are:

i) Material and parts – includes raw material and manufactured materials and parts

ii) Capital items – that aid in buyer’s production or operations including installations and accessory equipments.

iii) Supplies and services – includes operating supplies (lubricants, coal, pencils) and repair an maintenance items.

C. ORGANIZATIONS, PERSONS, PLACES AND IDEAS – are marketing entities. Organization marketing consists of activities undertaken to create, maintain or change the attitudes and behaviour of target customers toward an organization.

INDIVIDUAL PRODUCT DECISIONS

Here we will focus on product attributes, branding, packaging, labeling and product support services.

1. PRODUCT ATTRIBUTES – defining the benefits that it will offer such as quality, features and design.

i) Product quality – the product overall durability, reliability, precision, ease of operation and repair, and other valued attributes

ii) Product features – features are a competitive tool for differentiating the competitor’s products. 

How can a company identify new features and decide which ones to add to its product? The company should periodically survey buyers who have used the product and ask these questions: how to you like product? Which specific features of the product do you like most? Which features could we add to improve the product?

iii) Product design – another way to add customer value is though distinctive product designs. Design is a larger concept than style. Style simply descries the appearance of a product. Design goes to the very heart of a product. Good design can attract attention, improve product performance, cut production costs and give the product a strong competitive advantage in the target market.

2. BRANDING – the name, term, sign, symbol, or design or a combination of these intended to identify the goods or services of one seller or group of sellers and to differentiate them from those of competitors.

Branding helps buyers in many ways. Brands also tell the buyer something about product quality. Buyers who always buy the same brand know that they will get the same feature, benefits and quality each time they buy.

3. PACKAGING – the activities of designing and producing the container or wrapper for a product. Numerous factors have made packaging an important marketing tool. Increased competition and clutter on retail store shelves means that packages must now perform many sales tasks – attracting attention, describing the product, and even making the sale. Good packaging creates instant consumer recognition of the company or brand.

4. LABELING – labels may range from simple tags attached to product to complex graphics that are part of the package. They perform several functions. At the very least, the label identifies the product or brand. The label might also describe several things about the product – 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 promote the product though attractive graphics.

Sellers must ensure that their labels contain all the required information.

5. PRODUCT SUPPORT SERVICES – A company’s offer to the market place usually includes some services, which can be minor or a major part of the total offer. Product support services – services that augment actual products. More and more companies are using product support services as a major tool in gaining competitive advantage. 

A company should design its product and support services to profitably meet the needs of target customers the first step is to periodically survey customers to assess the value of current services and to contain ideas for new ones. Next 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.

PRODUCT LINE DECISIONS

A group of products that are closely related because they function in a similar manner, are sold to the some customer groups are marketed through the same types of outlets or fall with in given price ranges.

The major product line decision involves product line length – the number of items in the product line. The line is too short if the manager can increase profits by adding items, the line is too long if the manager can increase profits by dropping items. Product line length is influenced by company’s objectives and resources.

PRODUCT MIX DECISIONS

Product mix is the set of all product lines and items that a particular seller offers for sale. A company product mix has four important dimensions: width, length, depth and consistence. Product mix width refers to the number of different product lines the company carries. 

Product mix length refers to the total number of items the company carries within its product lines.

Product line depth refers to the number of versions offered of each product in the line.

These product mix dimensions provide the handles for defining the company’s product strategy. The company can increase its business in 4 ways. It can add new product lines, thus widening its product mix. In this way its new lines build on the company’s reputation in its other lines. The company can lengthens its existing product lines to become a more full-line company. Or it can add more versions of each product and this deepen its product 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.

SERVICES MARKETING

Services industries vary greatly. Governments offer services through courts, employment services, hospitals, loan agencies, military services, police and fire departments, postal service, regulatory agencies and schools. Private nonprofit organizations offer services through museums, charities, churches, colleges, foundation and hospitals. A large no. of business organizations offer services – airlines, banks, hotels, insurance companies, consulting firms, medical and law practices, entertainment companies, advertising and research agencies and retailers.

NATURE AND CHARACTERISTICS OF SERVICE

Activities such as renting a hotel room, depositing money in a bank, traveling on an airplane, getting a haircut, seeing a movie and getting advice from lawyer all involver buying a service. A co. must consider 4 special service characteristics when designing marketing programs.

i) Service intangibility – they cannot be seen, tested, felt, heard, or smelled before they are bought e.g. people undergoing cosmetic surgery cannot see the result before the purchase. The buyers look for signals of service quality. They draw conclusions about quality from the place, people, price, equipment and communications that they can see. Therefore, the service provider’s task is to make the service tangible in one or more ways.

ii) Service inseparability – they are produced and consumed at the same time and cannot be separated form their providers whether the providers are people or machines. If a service employee provides the service, then the employee is a part of the service.

iii) Service variability – their quality may vary greatly, depending on when provides then and when, where and how. For e.g. some hotels – say Marriott – have reputations for providing better service than others.

iv) Service perishability – they cannot be stored for later sale or use.

MARKETING STRATEGIES FOR SERVICE FIRMS

1. THE SERVICE PROFIT CHAIN – The chain that links profits of service firm with employee and customer satisfaction. This chain consists of 5 links:

i) Internal service quality

ii) Satisfied and productive service employees

iii) Greater service value

iv) Satisfied and loyal customers

v) Healthy service profits and growth

All of this suggests that service marketing requires more than just traditional external marketing but also requires internal marketing and interactive marketing:

a. Internal marketing: is marketing by a service firm to train and effectively motivate its customer contact employees and all the supporting service people to work as a team to provide customer satisfaction.

b. Interactive marketing: is marketing by a service firm that recognizes that perceived service quality depends heavily on the quality of buyer-seller interaction.

2. MANAGING SERVICE DIFFERENTIATION – service companies can differentiate their service delivery by having more able and reliable customer contact people, by developing a superior physical environment in which the service product is delivered, or by designing a superior delivery process.

3. MANAGING SERVICE QUALITY – one of the major ways a service firm can differentiate itself is by delivering consistently higher quality than its competitors do. Like manufacturers before them, many service industries have joined the total quality movement. Customer retention is perhaps the best measurement of quality. 

4. MANAGING SERVICE PRODUCTIVITY – with their costs rising rapidly, service firms are under great pressure to improve service productivity. They can do so in several ways:

· They can train current employees better or hire new ones who will work harder or skillfully

· They can increase the quantity of service by giving up quality.

· They can harness the power of technology.

NEW PRODUCT DEVELOPMENT STRATEGY

The development of original products, product improvements, product modification and new brands through the firm’s own R&D efforts

1. IDEA GENERATION

The systematic search of new product ideas. A company typically has to generate new ideas in order to find new ones. Many new ideas come fro internal sources within the company. The company can find new ideas through formal R&D. it can pick the brains of its scientists, engineers and manufacturing people or company executives can brainstorm new-product ideas.

2. IDEA SCREENING

Screening new ideas in order to spot good ideas and drop poor ones as soon as possible. Product development costs rise in the later stages so the company wants to go ahead with the product ideas that are most likely to turn into profitable products.

Is the product truly useful to consumers and society?  Does it mesh well with the company objectives? Do we have people, skill and resources to make it succeed it is easy to advertise and distribute?

3. CONCEPT DEVELOPMENT AND TESTING

a. Concept development

An attractive idea must be developed into product concept.  A product concept is a detailed version of the idea stated in meaningful customer terms.

b. Concept testing
Testing new product concepts with a group of target consumer to find out if the concepts have strong consumer appeal.

4. MARKETING STRATEGY DEVELOPMENT

Designing an initial marketing strategy for a new product based on the product segment. The marketing strategy consists of three parts. The first part describes the target market; the planned product positioning; and the sales, market share, and profit goals for the first few years.

5. BUSINESS ANALYSIS

A review of sales, costs and profit projections for a new product to find out whether these factors satisfy the company’ objectives.

6. PRODUCT DEVELOPMENT

Developing the product concept inn order to assure that the product idea can be turned into a workable product. R&D hopes to design a prototype that will satisfy and excite consumers and that can be produced quickly and at budgeted costs.

7. TEST MARKETING

At this stage the product and marketing program are tested in more realistic market settings. The amount of test marketing needed varies with each new product. Test marketing costs can be enormous, and it takes time that may allow competitors to gain advantages.  When the costs of developing and introducing the product are low, or when management is already confident about the new product, the company may do little or no test marketing. Companies often donot test-market simple line extensions or copies of successful competitor products.

When using test marketing companies usually choose one of the three approaches:

a. Standard test markets

The company finds a small no. of representative test cities, conducts a full marketing campaign in these cities, and uses store audits, consumer and distributor surveys etc. the results are used to forecast national sales and profits, discover potential product problems and fine-tune the marketing program.  --- High costly  --- take a long time.

b. Controlled test markets

Several research firms keep controlled panel of stores that have agreed to carry new products for a fee.
c. Simulated test markets

Company show ads and promotions for a variety of products including new products being tested to sample to consumers. It gives consumers a small amount of money and invites tem to a real or laboratory store where they may keep the money or use it to buy items the researchers note how many consumers buy the new product and competing brands. The researchers then ask consumers the reasons for their purchase or non-purchase by phone to determine product attitudes, usage, satisfaction and repurchase intentions.

8. COMMERCIALIZATION

The marketing gives information needed to make a final decision about whether to launch the new product. If the company goes ahead with commercialization – introducing new product into the market – it will face high costs. The company will have to build or rent a manufacturing facility.

The company must first decide on the introduction timing. Next, where to launch the new product – in a single location, a region, the national market or international market.

9. SPEEDING UP NEW PRODUCT DEVELOPMENT

a. Sequential product development 

Company department works to complete its stage of the process before passing the new product along to the next department and stage.

b. Simultaneous product development

Various company departments work closely together, overlapping the steps in the product development process to sale time and increase effectiveness.

PRODUCT LIFECYCLE STRATEGIES

Product lifecycle (PLC) – the course of product’s sales and profits over its lifetime. It involves 5 stages: 

1. PRODUCT DEVELOPMENT – begins when the company finds and develops a new product idea. During product development, sales are zero and the company’s investment costs mount.

2. INTRODUCTION STAGE

The product is first distributed and available for purchase. Introduction takes time and sales growth is apt to be slow. Profits are non existent in this stage because of the heavy expenses of product introduction.

3. GROWTH STAGE

If the new product satisfies the market, it will enter a growth stage, in which sales will start climbing quickly. Attracted by the opportunities for profit new competitors will enter the market. They will introduce new product features and the market will expand. This leads to increase in distribution outlets, and the sale jump just to build reseller inventories. Prices remain same of fall slightly.

Profits increase as promotion costs are spread over a large volume and as unit-manufacturing costs fall. The co. adds new product features and models. By spending more on product improvement, promotion and distribution the company can capture a dominant position in the market.

4. MATURITY STAGE 

At maturity stage product’s sales growth slows down, and it lasts longer than the previous stages. This slowdown is due to many producers with many products to sell. In turn, this overcapacity leads to greater competition. Competitors begin down prices, increase advertising, sales promotion and R&D costs to find better version of product, which lead to decrease in profits. Weaker competitors dropping out and the industry eventually contained only well established competitors.

The product managers consider:

a. modifying the product (changing characteristics i.e. quality, features or style to improve quality and performance and attract more usage and new users), 

b. modifying the market (look for new users and market segments)

c. modifying the marketing mix cut process to attract new users and competitor’s customers, launch better adv. campaigns or use aggressive sales promotion campaigns.

5. DECLINE STAGE – sales fell off and profits drop.

Sales may be drop to zero or may drop to low level where they continue for many years.

Sales decline for many reasons including technological advances, shifts in customer tastes and increased competition.

PHYSICAL DISTRIBUTION AND LOGISTICS MANAGEMENT

In today’s global market place, selling a product is sometimes easier than getting it to customers. Companies must decide on the best way to store, handle and move their products so that they are available to customers in the right place. Logistics effectiveness has a major impact on both customer satisfaction and company costs.

NATURE AND IMPORTANCE OF PHYSICAL DISTRIBUTION AND MARKETING LOGISTICS

The task involved in planning, implementing and controlling the physical flow of materials, final goods and related information from points of origin to points of consumption to meet customer requirements at a profit. In short, it involves getting the right product to the right customer in the right place in the right time.

Logistics addresses not only the problem of outbound distribution (moving products from the factory to customers), but also the problem of inbound distribution (moving products and material from suppliers to factory). It involves the management of entire supply chains, value added flows from suppliers to final users. These activities include forecasting, information systems, purchasing, production planning, order processing , inventory, warehousing and transportation planning.

Companies today are placing greater emphasis on logistics for several reasons.

First, distribution is an imp. customer service element. More and more, effective logistics in becoming a key to winning and keeping customers.

Second, logistics is a major cost element for most companies.

Third, the explosion in product variety has created a need for improved logistics management.

Forth, improvements in IT, have created major gains in distribution efficiency. The increased use of computers, point-of-sale scanners, uniform product codes, satellite tracking, EDI and EFT has allowed companies to create advances systems for order processing, inventory control and handling and transportation routing and scheduling.

GOALS OF THE LOGISTICS SYSTEM

Some companies state their logistics objective as providing maximum customer service at the least cost. The companies must first research the importance of various distribution services to its customers, and then set desired service levels to its customers. The company normally will want to offer at lest the same level of service as its competitors do. But the objective is to maximize profits.

MAJOR LOGISTICS FUNCTIONS

1. Order Processing

Order can be submitted in many ways – by mail or telephone, through sales people or via computer and EDI. Once received, the orders must be processed quickly and accurately, the order processing system prepares invoices ad sends order information to those who need it. The appropriate warehouse receives instructions to pack and ship the ordered items. Products out of stock are back-ordered. Shipped items are accompanied by shipping and billing documents, with copied going to various departments.

2. Warehousing

Every company must store its goods while they wait to be sold. The storage function overcomes differences in needed quantities and timing.

A company must decide as on how many and what types of warehouses it needs and where they will be located. The more warehouses the company uses the more quickly goods can be delivered to customers. However, more locations mean higher warehousing costs, therefore the balance should be achieved between the level of customer service against distribution costs.

Companies may use either storage warehouses or distribution centers. Storage warehouses store goods for moderate to long periods. Distribution centers are designed to move goods rather than just to store them. 

Warehousing and equipment technology have improved greatly in recent years. In these warehouses, only a few employees are necessary. Computers read orders and direct lift trucks or robots to gather goods, move them to loading docks, and issue invoices. 

3. Inventory

In making inventory decisions management must balance the cost of carrying larger inventories against resulting sales and profits.

Inventory decisions involve knowing both when to order and how mush to order. In deciding when to order, the company balances the risks of running out of stock against the costs of carrying too much. In deciding how much to order, the company needs to balance order-processing costs against inventory carrying costs.

Many companies have greatly reduced their inventories and related costs through just-in-time logistics systems.

4. Transportation 

Choice of transportation carriers affects the pricing of products, delivery performance and condition of goods when they arrive – all of which will affect customer satisfaction. The company can choose among five transportation modes: rail, water, truck, pipeline, and air.

INTEGRATED LOGISTICS MANAGEMENT

The logistics concept that emphasizes teamwork, both inside the company and among all the marketing channel organizations to maximize the performance of the entire distribution system.

The company must also integrate its logistics system with those of its suppliers and customers to maximize the performance of the entire distribution system.

1. Cross-Functional Teamwork inside the Company

In most companies, responsibility for various logistics activities is assigned to many different functional units – marketing, sales, finance, manufacturing and purchasing. Too often each function tries to optimize its own logistics performance without regard to the activities of other functions.

The goal of integrated logistics management in to harmonize all of the company’s distribution decisions. Close working relationships among functions can be achieved in several ways. Some companies have created permanent logistics committees made up of managers responsible for different physical distribution activities. These committees meet often to set policies for improving overall logistics performance.

2. Building channel partnerships

The members of a distribution channel are linked closely in delivering customer satisfaction and value. One company’s distribution system is another company’ supply system. The success of each channel member depends on the performance of the entire supply chain.

Companies must do more than improve their own logistics. They must also work with other channel members to improve whole channel distribution.

3. Third party logistics

A growing number of firms now outsource their logistics to third-party logistics providers. Such integrated logistics companies perform any or all of the functions required to get their clients’ product to market.

They provide clients with coordinated, single source logistics services including SCM, customized information technology, inventory control, warehousing, transportation management, customer service and fulfillment, and freight auditing and control.

