Chapter 10 Notes
· The product life cycle presents 2 major challenges. 
· 1) because all products eventually decline, a firm must be good at developing new products--( challenge of new- product development

· 2) firm must be good at adapting its market strategies in the face of changing tastes-( challenge of product life-cycle strategies 
New-Product Development Strategy
· Firm can obtain new products in 2 ways

· Acquisition- by buying a whole company, patent or license to produce someone else’s product

· Through a firms own new product development efforts

· 90% of all new products fail

· Why? Company may overestimate market size

· Product may be poorly designed, or incorrectly positioned, launched at the wrong time, priced too high, or poorly advertised 

· The cost of product development are higher than expected, and sometimes competitors may fight back harder than expected

The New- Product Development Process**
· 8 major steps in this process
Idea Generation
· Systematic search for new product ideas

· Using internal sources, the company can find new idea through formal research and development

· External sources include distributors and suppliers, competitors

· Some companies seek the help of outside new-product consultancies and design firms

· Many companies now turning to online collaborative communities

· Most important source of new product ideas are customers

Idea Screening 
· Purpose of these next stages is to reduce the number of ideas
· Helps spot good ideas and drop poor ones ASAP
· R-W-W (real win, worth it) new-product screening framework: 3 questions: is it real? Can we win? Is it worth doing? 
Concept Development and Testing
· An attractive idea must be developed into a product concept

· Product idea-idea for a possible product that the company can see itself offering to the market

· Product concept- detailed version of the idea stated in consumer terms

· Product image- the way consumers perceive an actual or potential product

· Concept testing- testing new product concepts with groups of target consumers

Market Strategy Development
· Designing an initial marketing strategy for introducing product to market
· Marketing strategy statement- consists of 3 parts.
· 1st part describes target market, planned value proposition, sales, market share, and profit goals for first few years
· 2nd part outlines the products planned price, distribution, and marketing budget for the first year
· 3rd part describes the planned long-run sales, profit goals and marketing mix strategy 
Business Analysis
· Review of the sales, costs and profit projections for a new product to fid out whether they satisfy the company’s objectives 

· Asses the range of risk

· Estimate the expected costs and profits

Product Development
· Developing the concept into a physical product 

· It will show whether the product idea can b e turned into a workable product 

Test Marketing 
· Product and marketing program are introduced into realistic market settings
· Doesn’t guarantee success 
· Controlled test marketing systems track individual consumer behaviour for new products from the TV set to the checkout counter 
· This system allows companies to evaluate their specific marketing efforts
· Companies can also test new products in a stimulated shopping environment 
· Usually costs much less, but are not as accurate or reliable as larger real-world tests
Commercialization 
· Introducing the new product into the market
· Company must first decide on timing, than where to launch the product
Managing New-Product Development**

Customer-Centered New-Product Development 

· Focuses on finding new ways to solve customer problems and create more customer-satisfying experiences 

· Today’s innovative companies are getting out of the research lab and mingling with customers

Team-Based New-Product Development
· Company departments work closely together in cross-functional teams, overlapping the steps in the product development process to save time and increase effectiveness

· Sequential product development- one company department works individually to complete its stage of the process before passing the new product along to the new department and stage 

Systematic New-Product Development 
· New product development process should be holistic and systematic 
· Innovative management approach yields 2 favourable outcomes
· 1st- helps create an innovation- oriented company culture
· 2nd- will yield a larger number of new product ideas, among which will be some especially good ones 
Product Life-Cycle Strategies**

· The course that a products sales and profits take over its lifetime

· 5 distinct stages

· Product development- when the company finds and develops a new-product idea. Sales are zero and investment costs mount

· Introduction- slow growth sales as product is introduced, profits are nonexistent

· Growth- rapid market acceptance and increasing profits

· Maturity- period of slowdown in sales growth because product has gotten acceptance, profits level off or decline

· Decline-sales fall off and profits drop

· PLC concept can describe a product class, product form, or a brand

· Product classes have the longest life cycles

· Product forms tend to have the standard PLC shape

· A specific brand life cycle can change quickly because of changing competitive attacks and responses 

· Companies must continually innovate or they risk extinction

Introduction Stage
· Product is first launched
· Promotion spending is relatively high
· Firms focus their selling on those buyers who are the most ready to buy
· A company, especially the market pioneer, must choose a launch strategy that is consistent with the intended product positioning 
Growth Stage
· Sales will start climbing quickly
· New competitors will enter the market
· Prices remain the same where they re or fall only slightly
· Profits increase
· Firms face a trade-off between high market share and higher current profits 
Maturity Stage 
· Normally lasts longer than the previous stages
· Overcapacity leads to greater competition
· Some of the weaker competitors start to drop out
· Most successful products evolve to meet changing consumer needs
· In modifying the market, the company tries to increase the consumption of the current product 
· Sales growth will slow down
· Company may also try modifying the product
· Company may also modify the marketing mix- improving sales by changing one of more marketing mix elements 
Decline Stage
· Sales may plunge to 0 or drop to a low level
· Decline happens for many reasons
· Technological advances, shifts in consumer tastes, and increased competition
· Companies need to pay more attention to their aging product
· first task is to identify those products in the decline stage and they can decide whether to maintain, harvest, or drop each of these declining products
· harvesting-reducing various costs and hoping that sales hold up
International Product and Services Marketing

· marketers must decide what products and services to introduce in which countries

· than they must decide how much to standardize or adapt their products and services for world markets

· standardization helps a company develop a consistent worldwide image
