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Figure 1.6 - An Expanded Model of the
Marketing Process

Create value for customers and Capture value from
bulld customer relationships customers in return
b Construct an ‘
Understand the Design a integrated Busd profitable Capture value
marketplace and customer-driven markebng program | relationships and from customers to
customer needs * marketing . * i create customer create profits and
and wants strategy delight Bl customer equity
Research Seiect customers Product and Customer Create satisfied,
customers and 1o serve: market service design relationship loyal customers
the marketplace segmentation and build strong management: buld
target brands strong relationshi
getng w?m chosen pe Capture customer
Manage marketing — - r . customers lifetime value
information and Decide on a value Pricing '
customer data proposition create real value
difterentiation and - Partner relationship Increase share of
positioning management: buid market and share
Distribution strong relationships of customer
manage demand with marketing
and supply chains partners
Promotion
Harness marketing Manage gicbal Ensure environmental and
technology markets social responsibility
— T —
Copyright 2013, Pearson Education Inc., Publishing as Prentice-Hall 149

Copyright © 2018 Pearson Education Ltd. All Rights Reserved.



Principles of Marketing

Chapter 8

Products, Services, and Brands:
Building Customer Value

@ Philip Kotler » Gary Armstrong

CLgmaagted Sten |
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Product and Service Decisions

Figure 8.2 Individual Product Decisions
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What Is a brand?
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What Is a brand?

» For the American Marketing Association (AMA), a brand is a “name, term,

sign, symbol, or design, or a combination of them, intended to identify
the goods and services of one seller or group of sellers and to

differentiate them from those of competition.”

» These different components of a brand that identify and differentiate it

are DPrand elements.
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What I1s a brand?

* Many practicing managers refer to a brand as more
than that— as something that has actually created a

certain amount Of awareness, reputation,
prominence, and so on in the marketplace.
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Brands vs. Products

» A product is anything we can offer to a market for attention,

acquisition, use, or consumption that might satisfy a
need or want.

» A product may be a physical good, a service, a retail outlet, a
person, an organization, a place, or even an idea.
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What I1s a Brand?
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Top of Mind

Fast Food
Shampoo

Deodorant
Soft Drink
Cars
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Can everything be branded?

 Ultimately a brand is something that resides in the
minds of consumers.

* The key to branding is that consumers perceive
differences among brands in a product category.

« Even commodities can be branded:

» Coffee (Maxwell House), bath soap (lvory), flour
(Gold Medal), beer (Budweiser), salt (Morton),
oatmeal (Quaker), pickles (Vlasic), bananas
(Chiquita), chickens (Perdue), pineapples (Dole),
and even water (Perrier)
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What Is branded?
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Discuss branding strategy—the decisions
companies make in building and managing their
brands.
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Brand Strategy: Building Strong Brands

Brand Equity and Brand Value

« Brand equity is the differential effect that knowing the brand name has on
customer response to the product or its marketing.

 Brand value is the total financial value of a brand.
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Brand Strategy: Building Strong Brands
Brand Equity and Brand Value

Brands are more than just names and symbols. They are
a key element in the company’s relationships with
consumers. Brands represent consumers’ perceptions
and feelings about a product and its performance— Privacy. That's iPhone.
everything that the product or the service means to
consumers.

A powerful brand has high brand equity. It’s a
measure of the brand’s ability to capture consumer
preference and loyalty. A brand has positive brand equity
when consumers react more favorably to it than to generic
or unbranded products.
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Brand Strategy: Building Strong Brands
Brand Equity and Brand Value

Ad agency Young & Rubicam’s
BrandAsset Valuator measures
brand strength along four
consumer perception
dimensions: differentiation,
relevance, knowledge, and
esteem. Brands with strong
brand equity rate high on all
four dimensions.
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Brand Strategy: Building Strong Brands
Brand Equity and Brand Value
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Positive brand equity derives from
consumer feelings about and
connections with a brand.

Strong brands are
built around an ideal
of Iimproving
consumers’ lives in
some relevant way.
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Brand Associlations

JUSTDOIT
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Brand Associations
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What are the strongest brands?




Brand Strategy: Building Strong Brands
Brand Equity and Brand Value

A brand with high brand equity is a very valuable
asset. Brand valuation is the process of estimating the
total financial value of a brand. Measuring such value
Is difficult. However, according to one estimate, the
brand value of Apple is a whopping $185 billion, with
Google at $113.6 billion, IBM at $112.5 billion,

McDonald’s at $90 billion, Microsoft at $70 billion, and
Coca-Cola at $78.4 billion
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Forbes Top 10 Most Valuable Brands
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Sony
Consumer
Electronics

Apple
Consumer
Electronics

NESTLE
Food

Panasonic
Consumer
Electronics

LG
Consumer
Electronics

Nike
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Consumer
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Retail

“As you could see, Samsung is the
number 1 brand across APAC.
Samsung is also the number 1 brand
in Singapore, Hong Kong, Indonesia,
Malaysia, India, Australia, Korea,
Thailand, the Philippines.

It is interesting to see quite a good
balance of APAC origin brands vs
international brands amongst the top
10.

From industry point of view,
Consumer Electronics contributes
6/10 brands in the top 10, followed by
Retail (3/10) and Food (1).”
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The World's Most Valuable Brands (2007 - 2020)
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Top 15 Best Global Brands (Companies) :
Ranking 2007 - 2020

Beancake Data - 16K views - 1 year ago
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Brand Strategy: Building Strong Brands
Brand Equity and Brand Value

High brand equity provides a company with
many competitive advantages:

* high level of consumer brand awareness
and loyalty

* more leverage in bargaining with resellers

« easier launch of line and brand extensions

» defense against fierce price competition
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Brand Strategy: Building Strong Brands
Brand Equity and Brand Value

A powerful brand forms the basis for building
strong and profitable customer relationships.

The fundamental asset
underlying brand equity is
customer equity—the value
of customer relationships

that the brand creates.

Companies need to think of themselves not
as portfolios of brands but as portfolios of
customers.
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Brand Strategy: Building Strong Brands

Brands are powerful assets that
must be carefully developed and
maraged. As this figure suggests,
building strong brands imvolves
many challznging decisions,

Brand positioning

L

Attributes
Benefits
Beliefs and values

Brand name selection

Selection
Protection

® FIGURE | 8.5 Major Brand Strateqy Decisions
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Marketers need to position their brands clearly in target customers’ minds. They can po-

Manufacturer's brand
Private brand
Licensing
Co-branding

Brand development

Line extensions
Brand extensions
Multibrands
New brands

Copyright © 2018 Pearson Education Ltd. All Rights Reserved.



Brand Strategy: Building Strong Brands

Building Strong Brands

Brand Positioning

Marketers can position brands at any of

three levels.

 Attributes

* Benefits .
» Beliefs and values

@ Brand positioning: Some brands—such as Disney— have become lovemarks,
products or services that pack an emotional wallop and “inspire loyalty beyond
reason.”

Art of Drawing / Alamy Stock Photo
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Pampers

Product attributes

* Fluid absorption, fit,
disposability

Product benefits

* Skin-health benefits
from dryness

Beliefs and values

* Where we grow
together, happy

babies, baby
development

Lovemarks

8 Pampers

Cruisers” =
O)

£

Successful brands engage
customers on an emotional level,
as does this ad, which suggests the
connection that Pampers users
concern their babies .
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Brand Strategy: Building Strong Brands

* Marketers need to position their brands clearly in target
customers’ minds. They can position brands at any of three
levels.

At the lowest level, they can position the brand on product
attributes. For example, P&G’'s Pampers’ early marketing
focused on attributes such as fluid absorption, fit, and
disposability. Attributes are the least desirable level for brand
positioning because competitors can easily copy attributes.
Customers are not interested in what the attributes are—they
are interested in what the attributes will do for them.
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Brand Strategy: Building Strong Brands

* A brand can be better positioned by associating its name with a
desirable benefit. Thus, Pampers can go beyond technical
product attributes and talk about the resulting containment and
skin-health benefits from dryness.
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Brand Strategy: Building Strong Brands

* The strongest brands are positioned on strong beliefs and
values, engaging customers on a deep, emotional level. For
example ,Pampers is positioned as a “love, sleep, and play
brand where we grow together” that's concerned about happy
babies, parent-child relationships, and total baby care.
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Commercial Ads - Pampers - Stinky
Booty Duty feat John Legend, Adam Lev...

Tomi Jaya - 61K views - 2 years ago
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Brand Strategy: Building Strong Brands

« Successful brands engage customers on a deep, emotional
level. Brands ranging from Apple, Google, Disney, and Coca-
Cola to Google and Pinterest have achieved this status with
many of their customers. Customers don'’t just like these
brands, they have strong emotional connections with them
and love them unconditionally.

* When positioning a brand, the marketer should establish a
mission for the brand and a vision of what the brand must be
and do. A brand is the company’s promise to deliver a specific
set of features, benefits, services, and experiences consistently
to buyers. The brand promise must be simple and honest
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Welcome to Pampers!
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Brand Strategy: Building Strong Brands

* When positioning a brand, the marketer should establish a
mission for the brand and a vision of what the brand must be
and do. A brand is the company’s promise to deliver a
specific set of features, benefits, services, and experiences
consistently to buyers. The brand promise must be simple

and honest
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Brand Strategy: Building Strong Brands

Building Strong Brands

Brand Name Selection

1.
. Easy to pronounce, recognize, and remember

o ol = LY e

Suggests benefits and qualities

Distinctive

Extendable

Translatable for the global economy
Capable of registration and legal protection
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Brand Strategy: Building Strong Brands

Desirable qualities for a brand name include the following.

(1) It should suggest something about the product’s benefits and
gualities: Beautyrest, Lean Cuisine, Snapchat, Pinterest.

* (2) It should be easy to pronounce, recognize, and remember: iPad, Tide,
Jelly Belly, Twitter, JetBlue.

 (3) The brand name should be distinctive: Panera, Swiffer, Zappos, Nest.
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Brand Strategy: Building Strong Brands

* (4) It should be extendable—Amazon.com began as an online bookseller but
chose a name that would allow expansion into other categories.

 (5) The name should translate easily into foreign languages. Before changing
Its name to Exxon, Standard Oil of New Jersey rejected the name Enco, which it
learned meant a stalled engine when pronounced in Japanese.

* (6) It should be capable of registration and legal protection. A brand name
cannot be registered If it infringes on existing brand names.
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Brand Strategy: Building Strong Brands

Brand Sponsorship
Manufacturer’s brand

* Private brand

* Licensed brand

* Co-brand

St \O ot

@ Store brands: Kroger’s store brands—from Private Selection to
Simple Truth—account for 25 percent of the grocery retailer’s sales.

Associated Press
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Brand Strategy: Building Strong Brands

* The popularity of store brands has soared recently. Kroger store
brands account for a whopping 25 percent of its sales.

« A manufacturer has four
product may be launchec

orand sponsorship options. The
as a national brand or a private brand

(also called a store brand

or distributor brand). Other

alternatives include a licensed brand and co-branding.
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Brand Strategy: Building Strong Brands

« National brands (or manufacturers’ brands) have long dominated the retail scene. In
recent times, however, an increasing number of retailers and wholesalers have created
their own store brands (or private brands). Store brands have been gaining strength for
more than two decades, but recent tighter economic times have created a store-brand
boom.

« For example, Walmart’s private brands—Great Value food products; Sam’s Choice
beverages; Equate pharmacy, health, and beauty products; White Cloud toilet tissue and
diapers; Simple Elegance laundry products; and Canopy outdoor home products—
account for a whopping 20 percent of its sales. Its private-label brands alone generate
more sales than all P&G brands combined, and Walmart’'s Great Value is the nation’s
largest single food brand.
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Brand Strategy: Building Strong Brands

« At the other end of the grocery spectrum, upscale Whole Foods Market offers an array of
store-brand products. Target and Trader Joe’s are out-innovating

many of their national-brand competitors. As aresult, consumers

are becoming loyal to store brands for reasons besides price. Recent research showed
that 80 percent of all shoppers believe store brand quality is equal to or better than that of
national brands. In some cases, consumers are even willing to pay more for store brands
that have been positioned as gourmet or premium items.
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Hooked on

smakert

Why You Spend So Much Money At :
Trader Joe's

CNBC Make It - 1.9M views - 1 year ago
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Brand Strategy: Building Strong Brands

» Co-branding occurs when two established brand names of different
companies are used on the same product. Co-branding offers many
advantages. Because each brand operates in a different category,
the combined brands create broader consumer appeal and
greater brand equity. Examples include Benjamin Moore and Pottery
Barn, Taco Bell and Doritos.

« Co-branding can take advantage of the complementary strengths of
two brands. It also allows a company to expand its existing brand into
a category it might otherwise have difficulty entering alone.

@ Pearson Copyright © 2018 Pearson Education Ltd. All Rights Reserved.



Brand Strategy: Building Strong Brands

« Co-branding has limitations and usually involves complex legal
contracts and licenses. Co-branding partners must carefully
coordinate their marketing mix, and each partner must trust that
the other will take good care of its brand. If something

damages the reputation of one brand, it can tarnish the co-
brand as well.
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Brand Strategy: Building Strong Brands

® FIGURE | 8.6
Brand Development Strategies

Existing

Brand name

:

Product category
Existing New This I= a very handy framewark
for analyzing brand development
. oppartunities, For example, what
Line Brand strateqy did Toyota use when it
extension extension . introduced the Toyota Camiy
Hybrid? When It introduced the
Toyota Prius? The Sclon?

Multibrands Mew brands

A company has four choices when it comes to brand
development (see Figure 8.6). It can introduce line
extensions, brand extensions, multibrands, or new brands.
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Brand Strategy

Line Extension

= Existing brand names extended to new forms, sizes,
and flavors of an existing product category.

Brand Extension

= Existing brand names extended to new or modified
product categories.

Multibrands

= New brand names introduced in the same product
category.

New Brands
= New brand names in new product categories.
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Brand Strategy: Building Strong Brands

* Line extensions occur when a company extends existing
brand names to new forms, colors, sizes, ingredients, or flavors
of an existing product category. For example, over the years,
KFC has extended its “finger lickin® good” chicken lineup well
beyond original recipe and now offers grilled chicken, boneless
fried chicken, chicken tenders, hot wings, and chicken bites. A
line extension works best when it takes sales away from
competing brands, not when it “cannibalizes” the company’s
other items.

@ Pearson Copyright © 2018 Pearson Education Ltd. All Rights Reserved.



v
et
O
=)
g
O
S
Q.

Copyright © 2018 Pearson Education Ltd. All Rights Reserved.



Copyright © 2018 Pearson Education Ltd. All Rights Reserved.



PRODUCT LINE EXTENSION

~ Def/nltlon the use of an established
product’s brand name to introduce a new
item in the same product category.

~ Example

Unit 5: Produc
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Brand Strategy: Building Strong Brands

* Brand extension extends a current brand name to new or
modified products in a new category. For example, Starbucks
has extended its retail coffee shops by adding packaged
supermarket coffees, a chain of teahouses (Teavana Fine Teas
+ Tea Bar), and even a single-serve home coffee, espresso,
and latte machine—the Verismo. And P&G has leveraged the
strength of its Mr. Clean household cleaner brand to launch
several new lines: cleaning pads (Magic Eraser), bathroom
cleaning tools (Magic Reach), and home auto cleaning kits (Mr.
Clean AutoDry).
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. LSuccessful Brand Extension

Colgate tooth brushes

« Sales was increased
 New customers

« Competitive ability

* Improving a reputation
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Line Versus Brand Extensions toof

m Crest's Line Extension to 12 different types of toothpaste

~ (T

s

© Palmatier 21
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Brand Strategy: Building Strong Brands

* Multibrands: Companies often market many different brands in
a given product category. For example, in the United States,
PepsiCo markets at least eight brands of soft drinks (Pepsi,
Sierra Mist, Mountain Dew, Manzanita Sol, Mirinda, IZZE,
Tropicana Twister, and Mug root beer), three brands of sports
and energy drinks (Gatorade, AMP Energy, and Starbucks

Refreshers),

four brands of bottled teas and coffees (Lipton,

SoBe, Starbucks, and Tazo), three brands of bottled waters

(Aquafina, H
(Tropicana,

20H!, and SoBe), and nine brands of fruit drinks
Dole, IZZE, Lipton, Looza, Ocean Spray, and

others). Eac

@ Pearson

n brand includes a long list of sub-brands.
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Brand Strategy: Building Strong Brands

 New brands: A company might believe that the power of its
existing brand name is waning, so a new brand name is
needed. Or it may create a new brand name when it enters a
new product category for which none of its current brand names
are appropriate. For example, Toyota created the separate
Lexus brand aimed at luxury car consumers and the Scion
brand, targeted toward Millennial consumers.
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Brand Strategy: Building Strong Brands

* As with multibranding, offering too many new brands can result in
a company spreading its resources too thin. And in some
Industries, such as consumer packaged goods, consumers and
retailers have become concerned that there are already too
many brands, with too few differences between them.

@ Pearson Copyright © 2018 Pearson Education Ltd. All Rights Reserved.



Brand Strategy: Building Strong Brands

* Thus, P&G, PepsiCo, Kraft, and other large consumer-product
marketers are now pursuing megabrand strategies—weeding
out weaker or slower-growing brands and focusing their
marketing dollars on brands that can achieve the number-
one or number-two market share positions with good growth
prospects Iin their categories.
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» NIVEA cosmetics brand has a
presence in huge number of product
categories and countries

* 'Queen of Mega Brands’ because 14
products and serves 150 countries.

* According to analysts, there was the
4.4% increase in the company's
revenues (€ 4.74 billion) and 10.7%
increase in after-tax profit (€ 290
million) for the year 2002.
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Umbrella Brand

Nivea is the Queen of
mega brand franchises.
It’s parent company,
Beiersdorf, had built
Nivea into the worlds
number one personal
care brand.
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Target Market

The target market for
Nivea consist of upper
strata of the society,

mainly middle class, all

age groups for skin car

A\

)) Positioning

Nivea develops
innovate skincare
products to help
individual obtain a
healthy, youthful and
non-surgical of skin
perfection.
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Belersdor!

NIVEA Brand Management: Yuki Dong

BeiersdorfChannel - 4.4K views - 7 years ago u
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Figure 1.6 - An Expanded Model of the
Marketing Process
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