13-1    OVERVIEW
A.
A new product may be a modification, a minor innovation, or a major innovation.

1.
Modifications are alterations in or extensions of a firm’s existing products and include new models, styles, colors, features, and brands.

2.
Minor innovations are items not previously sold by a firm that have been sold by others.

3.
Major innovations are items not previously sold by any firm.

B. Most new products are modifications; few are major innovations.

C. New products can be conceived of and developed by the company itself or purchased from another firm.

13-2    THE PRODUCT LIFE CYCLE
A.
The product life cycle attempts to describe a product’s sales, competitors, profits, customers, and marketing emphasis from its inception until it is removed from the market.

B.
There are several reasons for studying the product life cycle. 

1.
Some product lives are shorter than before.

2.
New products require increased investments.

3.
Marketers can anticipate changes in consumer tastes, competition, and support from resellers.

4.
The mix of products can be evaluated. With a balanced product portfolio, a combination of new, growing, and mature products is maintained.

5.
The concept can be applied to product classes, forms, and brands. The cycle is most valid for product forms.

6.
Life-cycle patterns may vary drastically, both in length of time and shape. See Figure 13-1.

a.
The traditional cycle contains distinctive periods of introduction, growth, maturity, and decline.

b.
The boom (classic) cycle describes a very popular product that sells well over a long period.

c.
A fad cycle represents a product that has quick popularity and a sudden decline.

d.
An extended fad retains residual sales at a fraction of initial sales.

e.
A seasonal (fashion) cycle results if a product sells well during nonconsecutive periods.

f.
With a revival (nostalgia) cycle, a seemingly obsolete product achieves new popularity.

g.
A bust cycle occurs for a product that fails.

13-2a    STAGES OF THE TRADITIONAL PRODUCT LIFE CYCLE
A.
The stages of the traditional product life cycle are depicted in Figure 13-2 and Table 13-1.

1.
During the introduction stage of the product life cycle, a new product is introduced, industry sales begin, there is little competition, profits are negative, cash flow is poor, innovators are attracted, there are one or two basic models, promotion is informative, and free samples are desirable.

2.
In the growth stage of the product life cycle, a new product gains wider consumer acceptance, industry sales rise rapidly, there is some competition, profits increase, profit margins are high, the affluent mass market is attracted, the product line expands, distribution expands, persuasive promotion is used, and there is a range of prices.

3.
At the maturity stage of the product life cycle, industry sales stabilize, there are many competitors, profits and margins decline, the mass market is attracted, a full line of products is distributed widely at a range of prices, and promotion is competitive.

4.
During the decline stage of the product life cycle, a product’s sales fall as substitutes enter the market or consumers lose interest. Firms have three options. They can cut back on marketing; they can revive the product by repositioning, repackaging, or otherwise remarketing it; or they can drop the product. Many firm exit the market.

B.
The electric-powered portable calculator closely followed the traditional product life cycle.

13-2b    EVALUATING THE PRODUCT LIFE-CYCLE CONCEPT
A.
The product life cycle is interesting and useful as a planning tool; however, it has not proven useful in forecasting. These key points should be kept in mind when using the product life-cycle concept:

1.
The stages, time span, and shape of a cycle vary by product.

2.
External factors affect the cycle and its length.

3.
An individual firm may do better or worse than “average” for its industry at any stage in the cycle.

4.
A company may be able to extend the cycle through effective marketing.

5.
Sometimes, firms engage in self-fulfilling prophecies, whereby they predict sales will decline and then ensure this will occur by removing marketing support. See Figure 13-3.

13-3    THE IMPORTANCE OF NEW PRODUCTS
A.
Product items, no matter how successful, are usually mortal.

B.
Product line additions and replacement products need to be constantly planned. A firm needs a balanced product portfolio. 

C.
The introduction of new products can do the following:

 1.
Create differential advantages. Examples are provided.

 2.
Support continued growth. See Figure 13-4.

 3.
Help stabilize cyclical or seasonal sales, revenues, and costs.

 4.
Result in large profits and enable the firm to gain control over marketing strategy.

 5.
Limit risk through diversification.

 6.
Spread advertising, sales, and distribution costs over more products, obtain dealer support, and foreclose competition.

 7.
Capitalize on technological breakthroughs. See Figure 13-5.

 8.
Improve the firm’s productivity or be responsive to recycling issues.

 9.
Help firms respond to changing demographics and lifestyles.

10.
Help the firm respond to government mandates.

D.
New-product planning requires systematic research and development, matching requirements against abilities, emphasizing consumer desires, properly spending time and money, and defensive, as well as offensive planning.

E.
Some new products will fail; it’s important to take intelligent business risks.

13-4    WHY NEW PRODUCTS FAIL
A.
The failure rate of new products remains high despite better product-planning processes.

B.
According to various consulting firms, 35 percent or more of all new industrial and consumer products fail.

C.
Product failure can be defined in two ways.

1.
Absolute failure occurs if a company incurs a financial loss.

2.
Relative failure occurs if a company makes a profit but does not attain profit or image objectives.

D.
There are several reasons for absolute or relative new-product failure, including lack of a strong enough differential advantage, poor planning, poor timing, and excessive enthusiasm by the product sponsor. Examples of each are provided.

13-5    NEW-PRODUCT PLANNING
A.
The new-product planning process involves a series of steps from idea generation to commercialization. See Figure 13-6.

B.
During new-product planning, a company generates potential opportunities, evaluates them, weeds out the poor ones, obtains consumer feedback, develops the product, tests it, and introduces it into the marketplace. 

C.
An idea can be terminated at any point; costs increase as further development occurs.

D.
In the United States, it is reported that 32,000 new products are introduced into supermarkets every year.

E.
A firm needs to balance competing goals such as these:

1.
A systematic process should be followed, yet there must be flexibility to adapt to each new-product opportunity.

2.
The process should be thorough, but not slow down new-product introductions.

3.
True innovations should be pursued, yet financial constraints must be considered.

4.
An early reading of consumer acceptance should be sought, but the firm must not give away too much information to competitors.

5.
There should be an interest in short-run profitability, but not at the expense of long-run growth.

F.
Many firms do all new-product planning activities themselves, while others outsource various tasks.

13-5a    IDEA GENERATION
A.
Idea generation is a continuous, systematic search for new product opportunities.

B.
It involves new-idea sources and methods for generating them.

1.
Market-oriented sources identify opportunities based on consumer needs and wants.

2.
Laboratory-oriented sources identify opportunities based on pure or applied research.

3.
Methods for generating ideas include brainstorming, analyzing current products, reading trade publications, visiting suppliers and dealers, and doing surveys.

13-5b    PRODUCT SCREENING
A.
In product screening, poor, unsuitable, or otherwise unattractive ideas are weeded out from further consideration.

B.
With a new-product screening checklist, a firm lists the new-product attributes that are most important and compares each idea with those attributes. Product ideas are measured against each other. Figure 13-7 illustrates a checklist with three major categories: general characteristics, marketing characteristics, and production characteristics.

C.
An example of how a firm could develop overall ratings for two new-product ideas is given.

D.
Patentability is determined. A patent grants an inventor exclusive selling rights for a fixed period.

1.
Separate applications are needed for protection in foreign markets.

2.
Today, in the United States and other members of the World Trade Organization, patents last for 20 years from the date applications are filed.

3.
Each year, the U.S. Patent and Trademark Office grants 170,000 patents, 45 percent of which involve foreign firms.

13-5c    CONCEPT TESTING
A.
Concept testing presents the consumer with a proposed product and measures attitudes and intentions at this early stage of the new-product planning process.

B.
It is quick and inexpensive.

C.
Potential consumers are asked to react to a picture, written statement, or oral description. Figure 13-8 shows a brief concept test for a proposed fee-based online music service.

D.
Concept testing should ask consumers these types of questions:

1.
Is the idea easy to understand?

2.
Would this product meet a real need?

3.
Do you see distinct benefits for this product over those on the market?

4.
Do you find the claims about the product believable?

5.
Would you buy the product?

6.
How much would you pay for it?

7.
Would you replace your current brand with this new product?

8.
What improvements can you suggest in various attributes of the concept?

9.
How frequently would you buy the product?

10.
Who would use the product?

13-5d    BUSINESS ANALYSIS
A.
Business analysis involves the detailed review, projection, and evaluation of such factors as consumer demand, production costs, marketing costs, break-even points, competition, capital investments, and profitability. It is more detailed than product screening.

B. The text presents some of the considerations at this new-product planning stage.

C. Critical use of business analysis is essential to eliminate marginal items.

13-5e    PRODUCT DEVELOPMENT
A.
Product development converts a product idea into a tangible form and identifies a basic marketing strategy.

B.
Included are product construction, packaging, branding, product positioning, and consumer attitude and usage testing.

C.
Product construction decisions include the type and quality of materials comprising the product, the method of production, production time, production capacity, the assortment to be offered, and the time needed to move from development to commercialization.

D
Packaging decisions include the materials used, the functions performed, and alternative sizes and colors.

E.
Branding decisions include the choice of a name, trademark protection, and the image sought.

F.
Product positioning involves selecting a target market and positioning the new good or service against competitors and other company offerings.

G.
Product development can be quite costly. For example, construction of the new Beau Rivage luxury hotel and casino in Biloxi, Mississippi, cost $680 million and took six years. It has a 60-foot high formal garden atrium with flora that celebrates the four seasons. Guest rooms have custom furnishings, Italian marble floors, work desks, three phones, a separate vanity, deluxe bedding, bath amenities, a superb view of the Gulf, and much more.

H.
Some companies, such as General Mills, are especially creative in their product development. The text illustrates how.

13-5f    TEST MARKETING
A.
Test marketing involves placing a product (a good or service) for sale in one or more selected areas and observing its sales performance under a proposed marketing plan.

B.
Test marketing allows for observing performance in a real setting, observation of consumer behavior, competitor reactions, and reseller interest. Appropriate modifications in strategy can be made before a full introduction.

C.
Consumer products firms are much more apt to engage in test marketing than industrial products firms.

D.
Decisions include when, where, how long, what information to acquire, and how to apply results. See Figure 13-9.

E.
Some firms question the value of test marketing because of its costs, time delays, information provided to competitors, unreliability in projecting results, and external factors.

F. Frequently, test marketing allows nontesting competitors to catch up with an innovative firm.

G.
Consumer panels are sometimes used to simulate test marketing conditions—even online.

13-5g    COMMERCIALIZATION
A.
Commercialization occurs when a firm is ready to introduce a new product. It corresponds to the introductory stage of the product life cycle.

B.
Final and organizational customer acceptance, intensity of distribution, production capabilities, promotion, prices, competition, time until profits, and commercialization costs must each be considered.

C.
Commercialization often requires considerable expenditures and decision making, as can be illustrated by the Venus shaver’s market entry.

D.
Sometimes, commercialization of a new product must overcome consumer and reseller resistance due to ineffective prior offerings. Texas Instruments and Sony both had difficulties which had negative effects on the commercialization of new products.

13-6    GROWING PRODUCTS
A.
Growth and total sales depend to a large extent on consumer acceptance of new products.

B.
The adoption process is the mental and behavioral procedure an individual consumer goes through when learning about and purchasing a new product. It consists of these stages:

1.
Knowledge.

2.
Persuasion.

3.
Decision.

4.
Implementation.

5.
Confirmation.

C.
The speed of adoption depends on consumer traits, the product, and the firm’s marketing effort. It is faster under the following conditions:

 1.
People have high discretionary income and are willing to try new offerings.

 2.
Perceived risk is low.

 3.
The product has an advantage over others on the market.

 4.
The product is a modification, not an innovation.

 5.
The product is compatible with current lifestyles or ways of operating a business.

 6.
Product attributes are easily communicated.

 7.
Product importance is low.

 8.
Products can be tested before purchase.

 9.
The product is consumed quickly.

10. The product is easy to use.

11. Mass advertising and distribution are used.

12. The marketing mix is adjusted as the adoption process moves forward.

D.
The diffusion process describes the manner in which different members of the target market often accept and purchase a product. It spans product introduction to market saturation and consists of the following:

1.
Innovators—2.5 percent of the market.

2.
Early adopters—13.5 percent of the market.

3.
Early majority—34 percent of the market.

4.
Late majority—34 percent of the market.

5.
Laggards—16 percent of the market.

E.
For a major innovation, growth starts slowly at first and then rises quite quickly. The example of high definition television sets is given. See Figure 13-10.

F.
These are among the many products now in the growth stage: CD “burners,” regional and national cellular phone services, upscale sports utility vehicles, men’s hair-coloring products, generic drugs, all-in-one office machines, online financial services, adult education, noncarbonated beverages, and business-to-business video conferencing.

13-7    MATURE PRODUCTS
A.
When products reach the late majority and laggard markets, they are in the maturity stage of the product life cycle.

B.
Due to new product risks and costs, firms are now placing greater reliance on mature products.

C.
These factors should be considered: the size of the existing market and its attributes and needs, untapped market segments, competition, product modification potential, the availability of new replacement products, profit margins, marketing effort, attitudes of resellers, promotion mix, the importance of a product line, effects on company image, the remaining years for the product, and required management effort.

D.
These are the benefits when a firm has a popular brand in a mature product category:

1.
The product life cycle may be extended indefinitely. Examples are Budweiser beer, Coke Classic soda, Goodyear tires, Ivory soap, Maxwell House coffee, Life Savers candy, and Sherwin-Williams paints.

2.
The product provides the company with a loyal customer group and a stable, profitable market position.

3.
The risk of low consumer demand is reduced.

4.
Overall image is enhanced.

5.
There is more control over marketing efforts and more precision in sales forecasting.

6.
The products can support investments in new company products.

E.
Paper clips, chlorine, DuPont’s Lycra, Hormel’s canned chili, and Campbell’s V8 juice are high performance mature products. See Figures 13-11 and 13-12.

F.
Table 13-2 presents seven strategies for extending the product life cycle and examples of each.

G.
Not all mature products can be extended because of newer products, declining interest, and market saturation.

13-8    PRODUCT DELETION
A.
Products that offer low sales and profit potential, reflect poorly on the firm, require large amounts of company resources and management time, create reseller dissatisfaction, and divert attention from long-term goals are candidates for deletion.

B.
Before deletion, these factors need to be considered:

1.
The effect of the product on the product line.

2.
The effect on customers and distribution intermediaries.

3.
The opportunity left for competition.

4.
Temporary, rather than permanent, declines in sales and profits.

5.
Marketing problems, rather than product deficiencies.

C.
Examples of deleted products are provided.

D.
When discontinuing a product, replacement parts, notification time, and the honoring of warranties/guarantees need to be considered.

WEB SITES YOU CAN USE
A.
Seven Web sites dealing with various aspects of product management are provided:

1.
Idea Site for Business (http://www.ideasiteforbusiness.com/).

2.
Inventing.com (http://www.inventing.com/).

3.
National Inventors Hall of Fame (http://www.invent.com/).

4.
“Product Development” (http://www.infotechmarketing.net/productdevelopment.htm).

5.
“Product Development Strategies” (http://www.tka.co.uk/magic/archive/featur13.htm).

6. ProductNews.com (http://www.productnews.com/).

7. Ready 2 Launch (http://www.ready2launch.com/).

