Chapter 8 market research:from information to action

I test screening: listening to consumers to reduce movie risks


A. What’s in a movie name?



1. concise, attention-getting, capture essence of movie, no legal restrictions.


B. the riskl in today;s blockbuster’ movies



1. bad weather, poor scripts, tempermental stars


C. Using Marketing research to reduce movie risk



1. Run test screenings and tracking studies by companies like National Reseach Group




a. test screenings-obtain key reactions of consumers in target market


b. use key questions to obtain target audience 




c. tracking studies- (3 ?) 





1. Are you aware of particular film?





2. are you interested in seeing it





3. would it be your first choice on a certain weekend?






A.this forecast opening weekend

II The role of marketing research (what it is, difficulties, and 5 steps mar executives can use

A. What is Marketing research?-is the process of defining a marketing problem and opportunity, systematically collecting and analyzing info and recommending actions. To identify and define both (problems and oppurtunities) and to generate and improve marketing actions. 

B. Why good marketing research is difficult

1. Lack of knowledge of new product from consumers, if they don’t know about the product how likely will they buy it.

2. people don’t always give honest answers when personal or status is involved

3. sometimes the actual behavior is not the same as their intentions or interest, will they buy the same brand they say they will. 

4. a task of mar research is to overcome these obstacles and obtain info on what consumers will buy

C. Five step marketing research approach to making better decisions-a decision is a conscious choice from among two or more alt. Managers try to improve the outcomes of decisions by using more formal, structured approaches to decision making-the act of consciously choosing between alt. 

1. Step One: Define the problem (how will the consumer like it, fisher price toys)

i. Set the research objective-specific measurable goals, the decision maker (executive at fisher-price) seeks to achieve in solving  a problem (increase sales, what consumers want, why a product isn’t selling 

1. Exploratory research-provides idea about a vague problem

2. Descriptive-tries to find the frequency that something occurs or the extent of a relationship between factors-finding out how many people are buying that product

3. Causual- determines the extent to which the change in one factor changes another, changing the design relates to change in time usuage (fisher price toys)

ii. Identifying possible marketing actions-effective decision makers develop specific 

a. Measures of success- criteria or standards used in evaluating proposed solutions to a problem-different research outcomes-based Ion the measure of success- lead to different marketing actions


b. If objectives to broad the problem may not be researchable, if too narrow the value of the research results may be lessened.-this is why a lot of time is spent defining problem and writing a proposal,


2. Develop the research plan



a. Specify constraints-the constraints are the restrictions placed on potential solutions to a problem, ex: limitations on time, and money to solve problem



b.Identify Data needed for marketing actions: focus on collecting data that help managers make a clear choice 



c. Determine how to collect data: 



d. concepts: ideas about products or services, new product concept-picture or verbal description of a new product, to determine consumers reaction to a potential new product



e. Methods-approaches that can be used to collect data to solve all or part of a problem. Oberserving behavior or asking questions? Vital methods to marketing are




1. sampling –selecting representative elements from a population: probability and non-probability sampling





a. Probability sampling: involves using precise rules to select the sample such that each element of the population has a specific known chance of being selected (chance of certain person being selected from a certain population 50%)





b. Nonprobability sampling: when time and budget are limited, usually used. Use arbitary judgements to select the sample so that the chance of selecting a particular element may be unknown or 0-hard to drawl true conclusions to a population





c. statistical interference: drawing conclusions about a population from a sample taken from that population-sample should be repesentive of that universe, if not typical bias can occur


3. Collect relevant info



a. data- the facts and figures related to the problem are divided into two main parts

1. secondary data- facts and figures that have already been produced before the project at hand, advantages-time saving, low cost, disadvantages-data may be out of date, defintions or categories might not be right for your project ex:age groupings

a. internal secondary data-data already exsisting inside the business including product sales, and sales reports on  customer calls

b. external secondary data-published data outside the org (census)

2. primary data-facts and figures that are newly collected for the project

a. observational data-facts and figures obtained by watching either mechanically or or in person how people actually behave.  (Nielson tv ratings) watching or video taping-see how they use the product then just how they say they use the product (toothbrushes)

i. ethnographic research-anthropologist seek to discover subtle emotional reactions as consumers encounter products in their “natural use enviroments”  in their home, cars, or hotel –more women decide where to stay and when to pull off the road –useful and flexible but expensive, and different observers give different conclusions –can’t determine why they do what they do 

b. Questionaire data- are facts and figures obtained by asking people about their attitudes, awareness, intentions, and behaviors. –focus on questions directly related to the problem 

i. Focus groups- are informal sessions of 6 to 10 past, present or prospective customers with a moderator ask questions about the firms product and it’s competitors-the informality in focus groups obtain ideas that are hard to uncover with individual interviews

ii. “fuzzy front end” methods-attempt to identify elusive consumer taste or trends before typical consumers recognize themselves -3 ex: pictures everytime you snack, “cool hunters” “look-look”

iii. Mall intercept-personal interviews of consumers while shopping –disadvantage may not be apart of select segment – important that questions are specific because “regualary” can have two different meanings for two people 

iv. Types of questions

a. open-ended-express opinions or ideas (captures voice of consumer)

b. closed ended/fixed alt.-select one or more responses from preset choices

c. dichotomous-yes or no

d. sematic differential scale-five point scale with opposite ends and meanings

e. likert scale-to how much a person agrees or disagrees with a statement

c. Panels and experiments

i. Panel-is a sample of consumers or stores from which researchers take a series of measurements-ex: consumer purchases

a. Disadvantage marketing research firm need to recruit new members continually to replace those who drop out

ii. Experiments-obtaining data by manipulating factors under tightly controlled conditions to test cause and effect, an example of casual research –the interest is in whether changing one of the independent variables (a cause) will change the behavior of the dependent variable that is being studied. The independent variable of interest (marketing driver) are often one or more of the marketing mix elements, such as product features, price or promotion (coupons). The ideal dependent variable usually is a change in purchase (incremental unit or dollar sales) of individual, household, or org. ( test markets or offering a product for sale on a limited basis in certain cities, to help determine  effectiveness of potential marketing actions. (superwalmart centers, started with 3 now worldwide) –disadvantage-outside factors (such as actions of competitors) can distort results, and affect dependent variable (such as sales)



iv: advantages: more specific,  and disadvantages: more costly and timely

d. Using info technology to trigger marketing actions-computers have exhaustive amounts of data

e. The Marketing Manager views of sales drivers-these drivers include controllable marketing mix factors like product and distrubition, as well as uncontrollable factors like competition, and changing taste of households., organizational buyers.Understanding drivers mean managing data-distinguish data from info

i. information tech- satisfies an org need for data storage, processing and access

f. Key elements of an information system-shows how marketing researchers and managers use information tech to frame questions that provide answers leading to marketing actions






1. marketer queries the database, in the info system with marketing questions that need answers. These questions go through stastical models that analyze the relationships that exisit among the data, the database from a data warehouse where the data is collected and stored, after the search of this warehouse the models select and link pertinent data often presenting them in tabs or graphics-also use sensitivity analysis to query the database with “what if” questions to determine hypothetical change in a driver like advertising affecting sales





g. Data Mining: a new approach to searching the data ocean:traditional reseach involves identifying possible drivers then collecting data: increasing coupons (the driver) during spring will increase trial by first time buyers (trhe result) data mining is opposite-is the extraction of hidden predicitive info from large databases (people who move are 3 times more likely to buy furniture, so create catalog that targets people who are moving) (peanut butter and jelly)



4. Develop findings:




a. analyze the data (ex) proposal for 2 questions, how are sales doing in a household basis, are fewer households buying the product or is each household buying less of the product, what is contributing the the flat line sales?-with answers to these questions, you can identify the marketing action

                                     b. Present the finding: easy, clear managers job for actions 

                       5. Take Marketing Actions:-identify the marketing actions, put them into effect, and monitor how the decisions turn out

                                      a. Make action recommendations: clear objective, who to target in what segment? What  actions to take to reach that objective

                                      b. Implement the action recommendations: develop ads that target that segement group, test the ads out to find most appealing one

                                      c. Evaluate the Results: 2 aspects


1. evaluating the decision itself, is the ad successful? Are sales increasing from this target segment?


2. Evaluate the decision processed used: was the marketing research and analysis used to develop the recommendation effective? Could it be improved? 

Chapter 9: Identifying Market Segments and Targets 

I. Sneakers, marketing wars, Hip Hop, Yao Ming, and 3 billion trillion choices

       A. new segments and strategies 

               1. signing with rappers and sport people

       B. Competitve trends: for sneaker war

                1. age segments-teenagers 32%

                 2. gender-women higher than men, but men spend double in price

                 3. price- 

                  4. sport 

                   5. lifestyle-casual and more fashion oriented

II. Why segment Markets?-so it can respond more effectively to the wants of a group of potentional buyer and increase sales and profit

I. What market segmentation means-involves aggregating prospective buyers into groups that have common needs and will respond similary to a marketing action

a. Market segments-are the relatively homogenous groups of prospective buyers that result from the market segmentation process, similar in terms of consumption behavior because there are different market segments they use market strategy of

i. Product differentiation-involves using a firms different marketing mixes activities such as product features and advertsising to help consumers perceive the product as being different and better than competing products –image or price

b. Segementation: linking needs to action- the process of segementing  a market and selecting specific segments as targets is the link between the various buyers need and org marketing program –means to an end to lead to tangible marketing action to increase sales 


i. Groups people with silimar needs and benefits they are looking for in a purchase but these benefits have to relate to  a specific mark action the org can take –such as price, advert, etc

c. using product market grids- is a framework to relate the market segments of potential buyers to products offered or potential marketing actions by the firm-estimate given market size of a product sold to a specific market segment

II. When to segment markets: when it expects that this will increase it’s sales and profits and return on investments, when expenses are greater than the potential increased sales from segmentation, a firm shoudn’t do it, however three specific situations that you should segment are (3)

a. One product and multiple market segments: when a firm possess only a single product and attempts to sell it to two or more Market segment, avoids the cost of developing and producing additional versions of product-the incremental cost of taking the product into new market segments are typically those of a separate promo campaign or new channel of distrubtion-different movie scenes for differenr markets (time has 200 different U.S editions)  (more expensive to make new product than new promotion)

b. Multiple products and multiple segments-reeboks different types of shoes for different type of users. More expensive but neccassiry if it serves customers needs better, doesn’t reduce quality of increase price and adds sales and revenues (Old Navy and Banana Republic, different prices same owner, (nike and starter)

c. Segments of one: Mass customization: essence of customer relationship management, giving the consumer what they want. Internet ordering and flexible manu have made this possible –the tailoring goods to the taste of the individual customer on a high volume scale. 

i. The key to successful product differentiation and Market segmentation strategies is finding the ideal balance between satisfying a customers individual wants and achieving org synergy-the increased customer value achieved through performing org fuctions more effectiently-increased customer value take many forms-more products, improved quality on exsisting products, lower prices etc-that customers should be better off as a result of the increased synergies 

II. Steps in segmenting and targeting markets

A. Step 1: group potential buyers into segments-next find specific variables that can be used to create various segments

a. Criteria to use in forming the segments: should develop segments for a market that meet five criteria

i. Potential for increased profit-if profit maximized without segmentation then don’t segment

ii. Similaryity of needs of potential buyers within a segment:similar in terms of a marketing action, such as product features sought or advertsing media used

iii. Difference of needs of buyers among segments: if the needs of various segments aren’t very different, combine them into fewer segments, different segments usually require different markeing which increase cost

iv. Potential of a marketing action to reach a segment-reaching a segment requires a simple but effective marketing action, if no action exsist don’t segment

v. Simplicity and cost of assigning potential buyers to segment: must be able to put a market segmentation into effect, means being able to recongizw the characteristics of potential buyers and then assigning them to a segment without excessive cost (segment dark meat to Russians white meat to Americans) 

b. Ways to segment consumer markets: 2 categories

i. Customer characteristics: 

1. geographic characteristics: region: (west like hotter, east like milder so serve regions different)

2. Demographic characteristics: households( more than half of us pop is made up of one or two persons, so package food for single servings. )

3. Psychographic: lifestyle: Claritas lifestyle segmentation says that people of similar lifestyle characteristics tend to live near one another, have similar interest, and buy similar products

ii. Buying situation-

1. Benefits sought-product features-underswtanding what benefits are important to different customers-leads directly to marketing action-such as new product, ad campaign, etc(microfridge for college students)

2. Usage/patronage: usage rate-is the quantity consumed or patronage-store visits-during a specific visit-during a specific period (frequent flyer miles by airplanes-frequency marketing)-in  market segmentation studies, some measure of usage by or sales obtained from various segments is central to analysis. Simon survey shows-the importance of a segment increases as we move up the table, Among the prospects (who might become users ) are more important than nonprospects (never use)Light users less important than medium users, that are less important than heavy user. Usage rate is referred to in terms of 80/20 rule-a concept that suggest 80% of a firms sales obtained from 20% of their customers, there are primary and secondary users, if yours falls below another competitor than you have to devise way to steal competition-new menu items or promotional strategies might convert prospects into users

c. ways to segment org markets

i. geographic characteristics: stastical area: metropolitian area-receive personal phone calls, mirco by telephone

ii. demographic-NAICS code-firms categorized by the North American Industry Classification System code as manu that deal with customers throughout he world

iii. demographic: Number of employees: the size of the firm relate the volume of needs it has

iv. Benefits sought: product features: major importance in markets-diff org seeking diff benefits

B. Step 2: group products to be sold in category: has to be grouped so buyers can relate to them (aisles having related merchandise) (this is where the qualitative aspect comes in) (ex: item purchased, chili, frosty, burger?, or time of day , to market whole meal)

C. Step 3: Develop a market-product grid and estimate size of markets: means labeling the market (or horizontal rows) and products (vertical columns) in addition the size of the market in each cell (the market-product combination) must be estimated(for wendy’s estimating the sales of each kind of meal that’s expected to sell to each segment)-helps to decide which market segment to select

D. Step 4: Select target markets: if too narrow, it may fail to reach the volume of sales and profits it needs, if too broad, it may spread its marketing efforts so thin the extra expenses are more than expected profit

a. Criteria to use in picking the segment targets- those ro use in actually picking the target segment

i. Market size: is it big enough to go after? (no breakfast market with dorm students so why market breakfast to them)

ii. Expected Growth: it may be growing or shrinking in the future

iii. Comeptitive position: is there a lot of competition in the segment already, or more in  the future? Less competition the more attractive the market, offer same luxuries such as credit card use? 

iv. Cost of reaching the segment: a segment that is inaccessible to a firms marketing actions should not be pursued 

v. Compatiability with the org objectives and resources: if you don’t have the money or capability then don’t try to reach that segment

b. Choose the segment: has to use these criteria to choose the segment for special marketing efforts, decide what segments are best to market to.

E. Step 5 Take marketing actions to reach target markets-ads, where to advertise, when and how- you can repeat, modify, or drop ad campaigns and design new ones for different segments

a. Market-produced synergies: a balancing act: 

i. Marketing synergies: running horizontal across the grid, each row represents an opportunity for efficiency in terms of a market segment (medium –large-small business) –saves money on marketing but spends more in production


b. Product synergies: running vertically down the market produced grid, each column represents an opportunity for efficiency in research and development –cost more in marketing and time

III. Postioning the Product-When a company introduces a new product, a decision to it’s long term success is how prospective buyers view it in relation to those products offered by it’s competitiors 

a. Product postioning-refers to the place an offering occupies in consumers minds on important attributes relative to competitive products, in contrast product repositioning –involves changing the place an offering occupies in a consumers mind relative to competive products

A. Two approaches to product positioning

a. Head to head positioning-involves competing directly with competitors on similar products attributes in the same target market

b. Differentiation position- involves seeking a less competitive, smaller market niche, in which to a locate a brand (low-fat burgers from mcdonalds) use also to avoid cannibalization in own product line of a brands sales or shares

B. Product positioning using perceptual maps:-perceptions of customers, in determining a brands position and the preference of consumers, and companies, 3 types of data

a. Identification of the important attributes for a product class

b. Judgements of exsisting brands with respect to these important attributes

c. Rating of an ideal brands attributes

i. From these we can develop a perceptual map- a means of displaying or graphing in two dimensions, the location of products or brands in the minds of consumers to enable a manager to see how consumers perceive competing products or brands relative to it’s own and then make marketing actions.

III. Sales forecasting techniques:

A. market potential/industry potentialrefers to the maximum total sales of a product by all firms to a segment during a specified time period under specified enviormental conditions and marketing efforts of the firm (same level of promo efforts, and past consumption continues)

B. Sales forecast/company forecast: refers to the total sales of a product that a firm expects to sell during a specified time period under specified environmental conditions and it’s own marketing efforts (preference remain the same, and competitors prices don’t change) three main forecasting techniques used; 1. judgement of the decision maker, 2. surveys of the knowledgeable groups, and 3. statistical methods


1. Judgement of the decision maker-99 of decisions



a. direct forecast-involves estimating the value to be forecast without any intervening steps (how much milk should I buy)



b. Lost-horse forecast involves making a forecast using the last known value and modifying it according to positive or negative factors excepted in the future


2. Survey’s of knowledgable groups for next years sales



a. survey of buyers intentions forecast-involves asking prospective customers if they are likely to buy the product during some future time period. Effective with industrial firms with few buyers



b. salesforce survey forecast: involves asking the firms salesperson to estimate sales during a coming period, because they are in contact with customers too risky because of bias


3. Statisical methods-


a. trend extrapolation-involves extending a pattern observed in past data into the future




1.when the pattern is described with a straight line-linear tend extrapolation-




2. basically draw a line to fit the past, and project it into the future using the values can be wrong because of increasing competition in market

Chapter 10 Developing new products and services: 

I. 3 m’s new greptile grip golf glove: how to get to the top of the leader board 


A. 3 problems faced, the product, the target market, and special marketing task, (brand reputation) 


B. A product is a good, service or idea consisting of a bundle of tangible and intangible attributes that satisfies consumers and is received in exchange for money or another unit of value 

II. The Variation of Products (consumer or business good?)


A. Product line and Product mix

1. Product line is a group of products that are closely related because they satisfy a class of needs, are used together, are sold to the same customer group, are distributed through the same type of outlets or fall within a given price (Nike-shoes and clothing, Tyenol (pm, cold, flu)


a. within each product line is a product item-a specific product as noted by a unquie brand, size or price (gain in 20oz, 40 oz, or 60 oz, )each is considered a separate stock keeping unit (sku)

2. Product mix: number of product lines offered by a company (fortune brand offering titleist golf balls (sports equipment ) and swingline staplers (office supplies)


B. Classifying products –federal government uses it to collect info on industrial activity. Companies classify to help develop similar marketing strategies for the wide range of products offered 2 major ways to classify



1. Type of user 




a. consumer goods: are products purchased by the ult consumer




b. consumer goods(B2B, industrial goods, or org please) are products that assist directly or indirectly in providing products for resale  (can be interchangeable because of why your selling)



2. Degree of tangibility-




a. nondurable goods-an item consumed in a few uses





1.consumer adverstising and wide distribution




b. durable good-an item that last over extended use usually more expensive (appliances)





2.personal selling in answering consumer questions




c. services-are defined by activities, or benefits for sale. 






1. special marketing efforts to communicate benefits




d. Services and new product development-online brokerages

III. Classifying Consumer and Business Goods


A. Classification of Consumer Goods-differ in terms of 1, effort the consumer spends on the decision, 2. attributes used in purchase, 3. frequency of the purchase 



1. Convenience goods- are items the consumer purchases frequently, conveniently, and with minimal shopping effort



2. Shopping goods-are items for which the consumer compares several alt. on criteria such as price, quality or style. (differentation,)



3. Speciality goods- are items such as rolex watches, that consumers make a special effort to search out and buy



4. Unsought goods- are items that the consumer either does not know about or knows about but does not initially want (burial insurance)


B. Classification of Business goods-



1. Production Goods-items used in the manufacturing process that become apart of the final product-grain, lumber, and component parts (door hinges)-marketing based on price, quality, delivery, and service. Tend to sell directly to industrial users



2. Support goods-items  used to assist in producing other goods and services-Installations, accessory equipment, supplies and services. 




a. installations consist of buildings and fixed equipment, because a lot of capital is required to buy installations the industrial buyer deals directly with construction companies/ manufactures through sales repsresentatives, often by competitive bidding 




b. accessory equipment-includes tools and office equipment and is usually purchased in small order size by buyers, sellers of industrial accessories usually use distributors to contact a larger number of buyers




c. Supplies are similar to consumer convience goods and consist of products such as stationary, paper clips and brooms, usually straight rebuy, key factors are price and diamonds 




d. Industrial services –are intangible activities to assist the industrial buyers, include maintenance, and repair services, seller reputation is critical 

IV. New Products and why they succeed or fail

  A. What is a new product? 


1. Newness compare with exsisting products-if a product is functionally different from existing products it can be defined as new (adding additional  features)


2. Newness in legal terms- The FTC advises the term new be limited to use with a product up to six months after it enters regular distribution


3. Newness from the companys perspective-3 levels



a. Lowest level, least risk- product line extension-incremental improvement of an exsisting product for the company such as diet coke, frosted cheerios



b. Significant jump in innovation-micro tape recorder to walkman



c. true innovation-first apple computer


4. Newness from the consumers perspective-degree of learning required by cosumer



a. continous innovation-no new behavior must be learned  (Flat screen plasmas-new but no learning, marketing –awareness and distribution



b. dynamically continous innovation-minor changes in behavior are required for use (built in fold in seats in new mini vans) marketing is educating buyers on benefits, advantages and proper use. 



c. discontinous innovation- making a consumer learn entirely new comsumption patterns in order to use the product (viavoice speech recognition software) marketing is awareness and education of buyers

B. Why products succeed or fail (3000 for one good idea) 


1. Marketing reasons for new product-failures 



a. insignificant point of difference –if not important enough for consumer to change old behavior it will fail



b. Incomplete market and product definition before product development starts –usually a new product needs a precise protocol-a statement that before product development begins, idefntifies: 1. a well defined target market, 2. specific customer needs, wants and preferences, and 3. what the product will be and do. This way it is targeted and developed for the right market



c. Too little market attractiveness-market attractiveness refers to the ideal situation : a large target market with high growth and real buyer need, when niche is too small, too costly for R&D and marketing to reach it so it falls (10 yr life span for 9 volt battery, but only accounted for 10 percent of market



d. poor execution of the marketing mix: name, package, price, promotion, distrubtion. ( wrong packaging)



e. poor product quality or sensitivity to customer needs on a critical factor, if a product is too difficult to use (sending us left-sided driving cars to left side driving countries like japan.) 



f. Bad timing-the product is introduced too soon, too late, or at a time consumer taste are shifting (another company producing a better version of your product)



g.. No ecomonical access to buyers- Fighting for shelf space at grocery stores, when cost are tremendous for adversting, distribution and shelf space. –new products have to replace exsisting products which is very difficult

V. The new product process- the stages a firm goes through to identify business 

oppurtunities and convert them to a salable good or service

A. New Product Strategy development-is the stage of the new product process that defines the role for the new product in terms of the firms overall corporate objectives-provides a needed focus for ideas and concepts developed in later stages


1. Objectives of the stage: identify markets and strategic roles-enviromental scanning, to identify trends that pose threats or oppurtunities, revelant company strengths and weaknesses are also identified –outcome-new product ideas, identifying markets for which new products will be developed and strategic roles new products might serve 


2.Cross functional teams-a small number of people from different departments in an organizationwho are mutually accountable to a common set of performance goals. 



a. six sigma-“delight the customer” by achieveing quality through a highly disciplined process to focus on developing near perfect products and services –determine what variables impact result, measuring them, and making choices on data

B. Idea Generation-developing a pool of concepts as canditiates for new products-generated by customers, suppliers, employees, and competitiors


1. Customer and supplier suggestion-consumer complaints –what the product will actually do for the consumer 


2. Employee and co-worker suggestion 


3. Research and Development Breakthroughs –brainstorming, “shop a longs” 

C. Screening and evaluation-is the stage that involves internal and external evaluations of the ideas to eliminate those that warrant no further effort 


1. Internal approach –firm evaluates the technical feasibility of the proposal and whether the idea meets the objectives defined in the new product strategy development step. 


2. External approach-concept test are external evaluations that consist of preliminary testing of the new product idea, rather than the actual product with consumers –better with slightly modified products rather than brand new –how does the consumer perceive the product, who would use it and how 

C. Business analysis-step that involves specifying the product features and marketing strategy and making neccassary financial projections needed to commercialize a product, such as economic analysis, marketing strategy review, and legal aspects, and synergies, can it be patented or copywrited? –can it be easily coppied?

D. Development—stage whwere the idea on paper is turned into a prototype. –performing labatory and consumer test, to ensure it meets standards set. And design is important


1. “failure parties” pharmactical that celebrates great idea that failed “blue sky” fund-no real commercial value, but research


2, making sure product isn’t harmfull (can you swallow a Barbie head?) safety test

E. Market testing-exposing actual product to prospective consumers under realistic purchase conditions. To see if they will buy


1. Test marketing-involes offering a product for sale on a limited basis in a defined area, this test is done to determine whether consumers will actually buy the product and to try different ways of marketing it, only about a third due well, chosen because they representative of u.s consumers, brand purchasing power, small towns for low cost advertising. 


2. simulated test markets-(STM) a technique that stimulates full scale test markets but in  limited fashion. (usually in shopping malls) questioned on usage, reason for purchase, and important product attributes. Then shown tv ad, and decide whether to buy or not, cant test market services because intangible, along with expensive products such as cars 

F. Commercialization-involves positioning and launching a new product in full scale production and sales, most expensive stage. 


1. Regional rollouts-introducing the product sequentially into geological areas 


2. The risk and uncertianities 



a. slotting fees-for new products, a payment a manu makes to place a new item on a retailers self (grocery stores) 



b. Failure Fees-a penalty payment a manu makes to compensate a retailer for sales it’s valuable shelf spaced failed to make another reason for regional rollout


3. Speed as a factor 



a. time to market-vital for intro of new product



b. pararell development –cross functional team members who conduct the simutlaneoua development of both the product and the production process stay with the product from concept to production to reduce the development time



c. fast prototyping-do it, try it, fix it. Encouraging continous improvements even after the intitial design 


Chapter 11 managing products and brands 

I. Gatorade an unquenchable thirst for competition 

II. The product life cycle –describes the stages a new product goes through in the marketplace-4 stages, there are two curves total industry sales revenue , and total industry profit which represents the sum of sales revenue and profit of all firms producing the product, the reason for changes in each curve and marketing decision are discussed through the stages 


A. Introduction stage- when a product is first introduced into the market, during this time sales grow slowly and profit is minimal, lack of profit is often the enoroumosu cost of production, the marketing objective is consumer awareness and stimulate trial-the intial purchase by a consumer. –often spend highly on advertising and other promos to bring awareness-stimulate primary demand-desire for the product class rather than a specific brand, since there are few competitiors-as more competitiors enter company attention is focused on creating selective demand-the preference for a brand –other important marketing mix variables that become important at this stage are-gaining distributions becomes some channels are weary of new products, companies often restrict the number of variations of the product to ensure product quality.(hybrid cars)

1. During introduction price either can be high or low. High price-skimming strategy-helps the company recover cost of development and capitalize on price insensitivity of new  buyers. High prices tend to attract competitors, because shows profits. 

2. To discourage competitors low price

 is preferred and is called penetration pricing-helps build unit volume 

B. Growth stage-characterized by rapid increase of sales, competitors usually appear in this stage. The result of competitiors, and aggressive pricing is that profit peaks. –the emphasis of advertising switches to stimulating selective demand (brand rather than product) –in which product benefits are compared with those of competitors offerings for the purpose of gaining market share. Product sales grow at a increasing rate because of new people trying/using the product and a growing proportion of repeat purchasers-people who tried the product, were satisfied and bought again –as this stage progresses the amount of repeat purchases increase, failure for a product to do this means early death –changes start to appear in the product,  to help differentate themselves from competitors-improved verisions, or new features, and product proliferation, (Gatorade-new flavors and packaging) in the growth stage it’s important to gain as much distribution for the product as possible, -fighting for shelf space, and display, and market share (dvd players and digital cameras)

C. Maturity stage- characterized by a slowing of total industry sales, or product class revenue. Marginal competitors start to leave market, most consumers are repeat consumers, or bought and not reused. Sales increasing at a decreasing rate as fewer buyers enter the market, profit declines because there is fierce price competition among many sellers and the cost of gaining new buyers increases. Marketing is usually directed at holding market share, through further market differentiation and finding new buyers, (as mach 3 entered maturity stage, differentiated product by gillete razor for women) major concentration is to reduce overall marketing cost by improving promotional and distribution efficiency. (soft drinks, convention tv’s, cars)

D. Decline stage- begins when sales and profit begins to drop –usually a product enters this stage because of environmental changes (people’s taste, new technology, typewriters to computers) tend to consume a disportionate of management time and financial resources relative to their potential future worth, companies will follow two strategies to handle a declining product



1. deletion- dropping the product from the companys product line is the most drastic strategy, because a residual core of consumers still consume or use the product even in the decline stage product elimination decisions are not taken lightly, (gillete selling liquid corrector for use with typewriters in era of computers)



2. Harvesting- when a company retains the product but reduces marketing cost,  the product continues to be offered but no time is allocated time to selling or advertising, reason is to maintain the ability to meet consumer request (tab from coca cola) 


E. Some dimensions of the product life cycle-length, shape of their slaes curves, how they vary with different levels of products, and rate consumers adopt them


1. Length of the product life cycle-no exact time, consumer products have shorter lifespans than business products, mass communication shortens lifespan, along with technology innovation



2. Shape of the product life cycle-




a. generalized life cycle-slow intro, fast growth but depends on the type of product that, and those chose then decide which marketing strategies to take




b. High learning product-significant education of the consumer is required, extended intro period,  (1sr computer) (have to understand the benefits of purchasing the product, then learn how to use it) 




c. low learning product- sales begin immediately because little learning is needed, benefits of the product are easily understood, easily imitated by consumers, marketing strategy is broaden distribution quickly, this way as competitiors enter market channels already have the innovators product, need manufacturing capacity to meet needs. (mach 3 razor)




d. Fashion product-such as hemline skirt-introduced, declines, and then seems to return (hump graph) varies from years to decades



e. Fad – rapid rales on intro, then equally rapid decline, typically novelities and have short lifecycles. (resusable graphic stickers on cars)



3. The product: class and form- important to distinguish among the multiple lifecycles (class and form) 




a. Product class-entire product category or industry (video game consoles and software)




b. Product form- pertains to the variations within the class for videogames product form exsist such as (8, 16, 32 bit machines or sony playstation 2 and Nintendo’s gamecube intro to maturity in 5 yrs)



4. The life cycle and consumers-the life cycle of a product depends on sales to consumers –not all consumers rush to buy a product in an intro stage, most sales occur after the product has been out for a while. In essence product diffuses or spreads through the population-called diffusion of innovation. For any product to be successful ot has to be purchased by innovators and early adopters. Once excepted by them it moves on to early majority, late majority and laggard categories) Several factors affect whether a consumer will adopt a new product or not 




a. common reasons for resisiting a product in the intro period





1. usage barriers –the product is not compatible with exsisting habits





2. Value barriers- the product provides no incentive to change 





3. risk barriers-physical, economica, social





4. psychological banners-cultural difference or image 





5. Companies overcome these barriers with warranties, money back guarantee, extensive usage instructions, demonstrations, and free samples to stimulate intial trial of new product-sample is based way based on consumers (71 percent)

II. Managing the product life cycle-role of product manager is through the successive stages including modifying the product, modifying the market, and repositioning the product


A. Roles of a product manager( brand manager)-manages the marketing efforts for a close knit family of products or bands (introduced by proctor and gamble) –responsible for managing exsisting products through the stages of the product life cycle. Including developing and executing a marketing program for the product line described in a annual marketing plan and approving ad copy, media selection, and packaging design, 

B. Modifying the Product



1. Product modification-involves altering a products characteristics such as it’s quality, performance or appearance to try to increase the products sales. New features, packages, or scents can be used to change a products characteristics and give the sense of a revised product (Pantene to pantene pro v ) 


C. Modifying the market



1. market modification- strategies a company tries to new find new customers, increases a products use among exsisting consumers or create new situation




a. finding new users-( playstation 2 ) expanding games for children under the age of 13




b. Increasing use –promoting more frequent usage (Campbell promoting soup as more than just a cold-weather food) 



c. creating new use situation- finding new uses for an exisiting product (woolite- a laundry soup for woolen material now promotes its use of all fine material)



d. repositioning the product- (to booster sales) changing the place a product occupies in a consumers mind relative to competitive products-can do so by changing one or more of the four marketing mix elements , four factors that cause trigger repositioning 





1. Reacting to a competitiors position-a competitors position is adversely affecting your sales and market share (New balance repositioned it’s sport shoes for comfort and fit rather than style and sport with nike)





2. Reaching a new market-(st joseph used it’s asprin for infants to reach adults as a low-strength asprin to reduce risk of heart attack)





3. Catching a rising trend-changing consumer  trends, consumers growing concern for healthier food (oatmeal and fda approaved to lower chlosteral) 





4. changing the value offered-a company can decide to change the value it offers buyers and trade up or down





a. Trading up-involves adding more value to the product or line through additional features or higher quality material (Goodyear and the run-flat tire)






b. Trading down-ivolves reducing the number of features, quality or price, (airplanes adding more seats, thus reducing leg room, ) trading down often occurs when companies downsize-reducing the content of packages without changing the package size and maintaining or increasing the package price 

III Branding and Brand Management-

A. Branding-in which an org uses a name, phrase, design, or symbol or combination of these to identify its products and distinguish them from those of competitiors, basic decision in marketing products


1. Brand name-is any word, device (design,shape, sound, or color) or combination of these used to distinguish a sellers good or services, 


2. trade name- is a commercial, legal name which a company does business (The Campbell soup company) 


3. Trademark-identifies that a firm has legally registered its brand name or trade name so the firm has its exclusive use, thereby preventing others from using it. –protected under lahman act –a well known trademark can help a company advertise its offerings to consumers and develop brand loyalty-product counterfeiting-involves low-cost copies of popular brands-has been growing. To protect against it the trademark counterfeiting act (1984) which makes it an federal offense 
B. Brand Personality and Brand equity-successful and established brands take on


1. brand personality-a set of human characteristics associated with a brand name, (romantic, traditional, rebellious, etc) consumers  choose brands that are consistent with their personality-marketers depict personalities for usage situations (coca cola-all America, cool and real) –brand importance has led to 


2. Brand equity- the added value a given brand name gives to a product beyond the functional benfits provided, two advantages-provides competitive advantage (Disney and childrens entertainment) and consumers are willing to pay a higher price for a product with brand equity-represented by the premium a consumer will pay for one brand over another when functional benefits are identical 



a. creating brand equity-nurtuted by marketing programs that forge strong favorable, and unique consumer associations and experiences with a brand. Brand equity resides in the minds of consumers, and results from what they’ve learned, seen and heard about over time. Arises form sequential building process consisting of four steps



1. step 1: develop positive brand awareness and association of the brand in consumers minds with a product class or need to give the brand an identity (Gatorade)




2. Next a marketer must establish a brands meaning in the minds of consumers, meaning arises form what a brand stands for and has two dimensions- a functional, performance related dimension, and a abstract imagery related dimension. (nike and continois product development)




3. 3rd step is to elicit the proper consumer responses to a brands identity and meaning, attention is focused on how consumers think and feel about a brand, concentrating on perceived quality, credibility and superiority to other brands, enmotional reaction of consumers. (michelien as safe tires)




4. last and most difficult is to create consumer-brand resonance evident in an intense, active, loyalty relationship between consumers and the brand  (apple, and harley Davidson)


3. Valuing Brand Equity-provides financial advantage for owner (intanigable assests) 



a. Brand licensing oppurtunies arise from brand equity-brand licensing-ia contractual agreement whereby one company  (Licensor) allows its brand name/trademarks to be used with products or services offered by another company (licensee) for a royalty fee. (Ralph Lauren and paint with Sherwin-williams) 


4. Picking a good brand name- Expensive, 5 criteria



1. The name should suggest the products benefit 



2. the name should be memorable, distinctive  and positive 



3. The name should fit the company or product image 



4. The name should have no legal or regulatory restrictions- also domain name on internet



5. The name should be simple and emotional 


5. Branding strategies-



1. Multiproduct branding (family branding, corporate branding) when a company uses one name for all it’s products in a product class . (sony)



a. advantages-captilizing on brand equity with other products under the brand name, which makes possible line extension-the practice of using a current brand name to enter a new market in it’s product class (Campbell soup company from chunky soup to soup at hand) This results in lower advertsining and promotion cost because same name used on all products-raising brand awareness –risk is that sales of an extension line may come at the expense of other items in the companies product line, work best when they take sales away from competing brands or attracking new buyers




b. Subbranding- combines a corporate or family brand with a new brand (Gatorade and Gatorade frost and Gatorade Fierce)




c. Strong brand equity also allows- Brand extension- the practice of using a current brand name to enter a completely different product class (Tylenol to Tylenol cold and flu, and Pm)-too many can dilute the meaning of a brand 




d. co-branding-pairing of two brand names with two manufactures on a single product- (General Mills with hersey’s to make reese’s coco puffs) benfits firms because it allows them to enter new product class and capitalize on already established brand names in that product class.



e. Mutlibranding-involves giving each product a distinct name (proctor and gamble) is useful when eeach brand is intended for a different market segment (Black and Decker for at home use, and uses Dewalt for professional) some use price-quality segments (hotels courtyards and fairfeild inn) Other multibrand companies introduce new product brands as defensive moves to counteract competition called fighting brands- their chief purpose is to confront competitors brand s (Frito-lays and santitas tortilla chip to go head to head against regional brand tortillas biting into sales of its Doritos (Mattel intro flava to go with bratz) promotional cost tend to be higher with multibranding-must generate awareness-benefit is that each brand is unique to each market segment and if a product fails no worry that it will affect other products in the line) 



f. private branding-(private labeling/reseller branding)-when it manufactures products but sells them under the brand name of a wholeseller or retailer (walmart, publix) 



g. mixed branding-where a firm markets products under its own name and that of a reseller because the segment attracted to the seller is different from it’s own market (Elizabeth arden in department stores, but “skinsimple” in walmart”
IV. Packaging and labeling- Packaging component of a product refers to any container in which it is offered for sale and on which label info is conveyed. A label is an integral part of the package and typically identifies the product or brand who made it, where and when it was made, and how to use it,, contents and ingredients


A. Creating customer value and competitive advantage through packaging and labeling 



1. communication benefits- directions on how to use, when to use, compostition, which is needed to satisfy legal requirements of product disclosure (good housekeeping seal) 



2. functional benefits- storage, convenience, protection or product quality, storing food contaniors ( pringles vs lays) tamper resident containers 



3. perceptual benefits- differeniate yourself from competitors (Italian leather, English tea) 


B. Global trends in packaging-enviromental effects of packaging, packaging health and safety concerns



1. environmental sensitivity-recycling (LCA)-lifescycle analysis to determine enviro effect from production to discharge 



2. Health and safety concerns-butane lighters and child safety –new packaging materials that extend a products shelf life 

V. Product Warranty- a statement indictating the liability of the manufacturer for product deficiencies 


A. EXPRESS
warranties-written statements of liability-required more disclosure on full or limited



a. limited coverage- states the bounds of coverage and more important areas of noncoverage



b. full warranty- has no limits of noncoverage (cadilliac) 




1. magnuson-moss warranty/FTC improvement act (1975)-regulates the content of consumer warranties and has strengthened consumer rights 



c. implied warranties-assign responsibility for product defeciencies to the manufacturer the better warranty the better liked by consumers 

