Product development:
Innovation and value: why do firms create new products? 
· Changing customer needs
· Market saturation
· Managing risk through diversity 
· Fashion cycles

1. Innovators (2.5%):
First to buy
[bookmark: _GoBack]Take risks
Highly knowledgeable
Not price sensitive  (buys whatever)
2. Early adaptors (13.5%)
Wait for favorable reviews
Share opinions 
Influences early majority
3. Early Majority (34%)
Avoid risk
Wait for bugs to work out
# of competitors peak, price and quality choices
need to t reach this stage for success 
4. Late Majority (34%)
Mor risk averse
Cautious & skeptical
Sales level/Mrk @ full potential
5. Laggards (16%)
Avoid change
Rely on traditional product until unavailable (old tv)

Adoption: Why do some products get adopted quicker than others?
Relative advantage – better improvements customers think
Compatibility  - consistent with the way they do things  (always bought apple products)
Observability – easier the benefits are to communicate the faster the product will diffuse
Complexity/trialability – the less complex, it will diffuse better (old tv you used)

How firms develop new products
1. idea generation – development of viable new product ideas
2. Concept testing – testing product among potential customers
3. Product development – make prototypes and/or the product itself (samples)
4. Market testing –  testing product in a few markets
5. Product launch  - commercialization of the product
6. Evaluation of result – analyze performances to make appropriate modifications 

Where do companies develop ideas? 
· Employees
· Competitors (diet, pepsi)
· Customers
· Suppliers
· Foreign markets (next top model)

Product management

Product life cycle 
1. introduction – low sales and profits and competitors, consumer: innovators
2. growth – rising sales and profits and competitors,
3. maturity – peak sales, peak to declining profits, high competitors,
4. decline – declining everything

Product Classification

Tangibility (durability) 
· Products non durable goods normally consumed in one or few uses (food)
· Durable products. (Appliances)

Intangible
· Services

Use – consumer
·  Convenience goods – purchase frequently, immediately minimum effort (necessities like food)
· Doesn’t focus on advertising, but distribution to get to different stores
· Shopping goods – goods that are compared by price, quality and style  (expensive clothing line )
· Specialty Goods  - brand identification or unique characteristics, does not require comparison 
· Unsought goods – consumer does not know or think about buying but they need it  (life insurance, smoke detectors)

Use – industrial
· Material & parts – raw  (lumber) or manufactured parts (battery, hardware drive))
· Capital Items  - long lasting goods that facilitate developing the product (equipment, building)
· Maintenance, Repair & Operating supplies –

Product- line decision 
Product line breath – rows (categories)
Product line depth – # of items
Line stretching – company lengthens its brand line. BEYOND range (Gap decides to make a new store our of banana republic and Old Navy)
Line filling - company lengthens its product line. WITHIN range (tide makes new detergent) 
Line Modernization featuring & Pruning – improve or take away or feature (sales, advertising it cause it’s on sale) current products



Service – performances 
High experience & credence qualities :
rely on reviews,
rely on prices,  personnel & physical cues when judging quality
high loyal to service providers who satisfy them ( going back to the same hair salon)


Inseparability – (produce haircuts while experiencing it at the same time)
Variability – 
How to reduce it:
Invest good hiring and training procedures
Standardize the service performance process
Monitor customer satisfaction 

Perishability – even out flow so people consume services regularly 
How to reduce it
Demand:
Different pricing
Complementary services
Reservation systems
Nonpeak demand
Supply:
Part-time employees
Peak-time efficiency
Increased consumer participation 
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