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Chapter Twelve
Product Strategy:  Delivering More Value

Review Questions

1. Review the marketing definition of product. Why do you think marketers define product so broadly? How does the definition of product affect quality?

2. Think of 3 different services that you use on a regular basis (e.g., a restaurant, a dental office). How does the service provider suggest in advance that the service will be high quality?

3. Draw a goods and services spectrum, and determine where to place the following products along the spectrum: a nightclub, a new motorcycle, a designer shoe store, an Internet search engine, a new snowboard, and a photography class. What are the reasons for your choices?

4. What are the marketing benefits of identifying the actual product, the core product, and the augmented product?

5. List 5 examples of products that are commonly purchased as either business products or consumer products.  How would the classification impact the marketing strategy?

6. Why are product line and product mix decisions so important?  What are the risks of making poor decisions regarding these factors?

7. Would it ever make sense for a firm to offer a new product line that they know would cannibalize an existing line? Explain your answer.

8. Think of one of your favorite brand names. Does the brand name fit the characteristics of an excellent name? Do you think it matters? Why or why not?

9. What are the 3 different levels of product innovation? Which is most common? Can a business survive long term with only continuous innovation? Why or why not?

10. What are the 4 stages of the product life cycle? How does product life cycle stage impact marketing strategy?
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Application Questions

1. Managing inventory for a service can be a real challenge. Think about parking at major colleges and universities (perhaps even at your school).  Most schools have limited parking facilities and student parking passes are in great demand. Since students drive on and off campus throughout the day, schools can sell far more passes than the actual number of parking spots, giving them a nice stream of extra revenue. But if they do that, some students will not find spots during peak class times. If, on the other hand, they sell just enough passes to allow everyone a spot during peak hours, many of the spaces will go unused during the rest of the day. Imagine, for a moment, that you are in charge of parking for a major college. How would you handle student parking passes? What are the pros and cons of your approach for both the university and the students?

2. Pick your favorite product—for instance, a bakery that you visit, a car that you drive, or a local band that you love. Analyze the features of the product and the benefits associated with each feature. Now develop five more product features that would offer you, as a customer, meaningful benefits. Think big! Why aren’t these features currently part of the product? Would a product with these new features offer a business opportunity for you or someone else? Explain your answer.

3. Choose a grocery store product with a bland or badly designed package. Keeping in mind that the typical shopper passes about 300 items per minute, redesign the package so that it grabs consumer attention, highlights key product features, and differentiates your product from its competitors. Draw or construct your new package, and if possible, take a photo of it with the competition. Share the results with your classmates.  

4. Choose 3 different product categories that you use on a regular basis. For each category, where do you fall in terms of product adoption categories? As a marketer, do you think you could influence where your consumers fall in these categories? How would you identify and reach the early adopters in each category to fuel marketing momentum?  

5. In late 2001, entrepreneur Dean Kamen introduced the Segway Human Transporter, a high tech scooter-like vehicle for use mostly on city sidewalks. With startling optimism, Kamen predicted that the Segway “will be to the car what the car was to the horse and buggy.” But it just didn’t happen that way: 5 years after its flashy launch, the Segway remains a fringe form of transportation. At nearly $5,000 and 80 pounds, the price and weight of the initial models were clearly problematic. But the Segway marketing team may also have missed some opportunities regarding the 5 characteristics that affect adoption and diffusion: observability, trialability, complexity, compatibility, and relative advantage. What could the Segway marketing team have done to boost the rate of adoption and diffusion? What would you recommend for the team’s actions today? Be sure to check out the Segway Website at www.segway.com before you develop your strategy.
Team Project 

Spend a few moments talking as a class about the meaning of product quality. Does the definition of quality change depending on the type of business? Does the definition of quality change across cultures? Break into groups of three to five students and define what quality means for each of the following categories:

· A visit to the dentist

· A computer

· A motorcycle

· A haircut

· A pair of blue jeans

· A cup of coffee

· A stereo system

Share your results with the class. How would the different definitions of quality impact the marketing strategy for each category?

Case Connections

Mission Impossible?

In today’s celebrity-driven pop culture, top entertainers have become brands above and beyond the music they write, the songs they sing, or the roles they play. Owen Wilson, for instance, personifies the lovable goof, Scarlett Johannson is the sizzling sex symbol, Johnny Depp is the quirky outsider, and—for many, many years—Tom Cruise and his megawatt smile stood for the classic Hollywood action hero. But Cruise’s golden boy image began to slip in 2005, as his increasingly wacky off-screen antics grabbed headlines and TV time across the country. During an Oprah Winfrey appearance, for instance, Cruise jumped manically on Oprah’s couch, loudly proclaiming his undying love for Katie Holmes. Soon after, he bluntly—and very publicly—criticized Brooke Shield’s use of anti-depressants. Making matters worse, Cruise’s film, Mission Impossible 3, did not meet revenue expectations. While the film grossed nearly $400 million worldwide, its U.S. box office receipts fell far below the projected total of $65 to $75 million.  

As growing controversy swirled around Tom Cruise, Sumner Redstone—chairman of Viacom, which owns Paramount Pictures—lost patience. In August 2006, Redstone announced that Paramount Pictures would sever its longstanding relationship with Tom Cruse’s production company, essentially cutting off their funding. Rather than the usual bland announcement citing “creative differences,” Redstone announced to the Wall Street Journal, “His recent conduct has not been acceptable to Paramount . . . We don't think that someone who effectuates creative suicide and costs the company revenue should be on the lot." This dramatic decision—and the vitriolic announcement—has generated its own swirl of controversy, with supporters and detractors on either side:

Detractors:  

· Tom Cruise’s films have grossed more than $2.5 billion for Paramount. In the last 10 years all but one of his movies have grossed more than $200 million worldwide. And thirteen of his films have done U.S. box office of $100 million or better.  He stands second only to Tom Hanks, who has14 films that have grossed more than $100 million.

· While Cruise may be losing his public relations battle in the United States, he remains a huge star—and a considerable box office draw—internationally.  As foreign spending power rises, the global opportunity should perhaps trump domestic PR issues.

· Axing Tom Cruise could give a Paramount competitor a real opportunity if Cruise makes blockbusters for another studio, which a number of insiders believe may happen.  

Supporters:  

· Tom Cruise was simply too expensive. Analysts estimate that Cruise—as a top Hollywood star—commanded about 25% of gross revenues. This means that a movie costing $150 million to make and $50 million to market would have to earn more than $266 million before Paramount would make any money (and that doesn’t account for studio overhead costs). In addition to a% of the gross, Paramount gave Cruise’s production company a number of other revenue streams, including about $10 million a year to maintain offices and develop pictures.

· Industry analysts point out that star power—especially in today’s market—does not typically drive the financial success of films. In fact, economist S. Abraham Ravid has found in his research that there is a bigger correlation between how much a studio pays for a screenplay and how well the film does. Many of the biggest hits of the last decade have also featured stunning visual effects rather than big name stars.  

· Entertainment industry news site TMZ.com claims that Cruise’s departure was a major boost for morale at Viacom. As the movie studios continue to tighten their belts, Tom Cruise’s rich deal with Paramount made “budget cutting indignities” even tougher to take for other employees.  

You Decide 

· Did Sumner Redstone make the right decision to sever Paramount’s relationship with Tom Cruise? Explain your answer.

· Why do you think Redstone criticized Cruise’s off-screen antics so publicly? Would it have better served his business to make those remarks privately (or not at all)? Explain your answer.

· Do you think the Tom Cruise “brand” will regain its prior value? What advice would you give Cruise regarding his personal marketing?

Communication Connection

· Imagine for a moment that you are the head of another major studio. You believe that Tom Cruise’s production company could be a valuable asset for your business. While you’ve heard that he plans to establish independent offices, you want to convince him to affiliate with your studio. Develop a financial plan that you believe he would find appealing (and that wouldn’t saddle you with too much risk). Also consider non-monetary compensation that might lure him as well (be creative!) Write him a letter proposing your offer.  

Sources: “Overcoming ‘Creative Suicide’: What’s Next for Tom Cruise?” by Buck Wolf, August 23, 2006, ABC News Website, http://abcnews.go.com/Entertainment/story?id=2347697&page=2; “Who Needs Mad Mel and Cruisazy Tom?” by Paul R. LaMonica, August 9, 2006, Media Biz Commentary, CNNMoney.com Website, http://money.cnn.com/2006/08/09/commentary/mediabiz/index.htm; “Inside Story—Why Redstone Railed on Cruise by TMZ Staff,” August 23, 2006, http://www.tmz.com/2006/08/23/inside-story-why-redstone-railed-on-cruise; “Cruise Not of Paramount Importance,” by Scott Bowles and Laura Petrecca, August 22, 2006, USA Today, http://www.usatoday.com/money/media/2006-08-22-paramount-cruise_x.htm; “Paramount: Cruise is Risky Business,” August 23, 2006, CNNMoney.com Website, http://money.cnn.com/2006/08/22/news/newsmakers/cruise_paramount/index.htm. 
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