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An Asian Perspective
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Introducing New
Market Offerings

Companies need to grow their revenue over time by developing new products
and expanding into new markets. New-product development shapes the
company’s future: improved or replacement products will maintain or build
sales. Indeed, the Chinese expression for business, sheng yi, literally
means “to give birth to ideas.” Johnson & Johnson believes in new-product
development.
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Understand what challenges a company
faces in developing new products and
services.

Understand what organizational
structures and processes are used to
manage new-product development

Understand the main stages in
developing new products and services
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Learning Objectives:

Understand what is the best way to
manage the new product development
process

Understand what factors affect the rate of
diffusion and consumer adoption of
newly launched products

Copyright © 2009 Pearson Education South Asia Pte Ltd 20-4



Challenges in New Product \5;/

S
Development _—

2 ways to add new products:

1. Acquisition
I. Buy other companies
li. Acquire patents

lii. Buy license/franchise
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Challenges in New Product %f«/

S
Development _—

2 ways to add new products:

2. Development
I. Develop new products

li. Contract with independent researchers or
firms - develop new products
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Challenges in New Product \1’/
Development _—

6 categories of new products:

. New-to-the-world products

. New product lines

. Additions to existing lines

. Improve & revise - existing products
. Repositionings

. Cost reductions

O O &~ W DN P
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Japan toiletry brand, Shokubutsu,
adds new variants to body foam product line
- green tea oil, oat milk & anti-bacteria
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Challenges in New Product \1’/
Development :

Principles - new-product development:

1. Work with potential customers
2. Let employees choose projects
3. Give employees “dabble’ time

4. Know when to let go
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Challenges in New Product éf/
Development

= New-product activity, improve current one

= Launch new products - brand extensions

= Economy - changes - continuous innovation

= |f not - risk for company

= Established firms - incremental innovation

= Newer companies - disruptive technologies

= New-product development - quite risky

= Most companies - low innovation productivity
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Challenges in New Product éf/

! A
Development _—

Factors hindering new-product development:
Shortage of important ideas - certain areas

Fragmented markets
Social & governmental constraints
Cost of development

Capital shortages

o g & Wb E

Faster required development time

/. Shorter product life cycles
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Table 20.2 Causes of New-Product Failure

1. Marxet/marxeting failure
@ Small size of the potential market
@ No clear product differentiation
@ Poor positioning
e Misunderstanding of customer needs
2. Financial failure
@ Low return on investment
3. Timing failure
e Late in the market
@ “Too" early—market not yet developed
4. Technical failure
@ Product did not work
e Bad design
3. Organizational failure
@ Poor fit with the erganizational culture
@ Lack of organizational support
6. Environmental failure
@ Government regulations
@ Macroeconomic factors
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Challenges in New Product éf/

! A
Development _—

= Asian companies - lack research - profit

from licensing & trading

= Hierarchical & paternalistic
management style - discourage
creativity

= Reluctance to comment on matters
outside of one’s assigned responsibility
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Challenges in New Product \1’/
Development :

Develop successful new products - HOW?

o0 B W N -

. Unique, superior product

. Well-defined product concept

. Technological & marketing synergy
. Quality of execution In all stages

. Market attractiveness

20-14



= Customer-driven engineering - design

new products

= High importance - customer preferences

In final design

= New-product - define business domains,

product categories & specific criteria
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Organizational Arrangements E%
- Budgeting for New-Product Development

How much budget @
to develop new product? = <

e —

)

= As many projects possible - few winners
=  Apply normal % of sales
= Spend = competitor spends

= Decide number of new products needed
& work backward - estimate investment

Copyright © 2009 Pearson Education South Asia Pte Ltd 20-16



Table 20.3
Finding One Successful New Product
(Starting with 64 New ldeas)

Number Pass Cost per

of Ideas Ratio Product Idea

1. Idea screening 64 1:4 S 1,000 S 64,000
2. (oncept testing 16 1:2 20,000 320,000
3. Product development 8 1:2 200,000 1,600,000
4, Test marketing 4 1:2 500,000 2,000,000
5. National launch ) 1:2 5,000,000 10,000,000

$5,721,000 $13,984,000



Organizational Arrangements
- Organizing New-Product Development

Organizational part - develop new product

Product managers - new-product ideas

Venture team: cross-functional group -
develop specific product/business

Concurrent development - push n

products to market

ich Nnows
cVV

Ensure “better mousetrap” not created
when not needed
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Organizational Arrangements
- Organizing New-Product Development

Cross-functional new-product venture team
Staffing criteria:

1. Desired leadership style & expertise level
2. Team member skills & expertise

3. Level of interest in new-product concept
4. Potential for personal reward

5. Diversity of team members
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Organizational Arrangements
- Organizing New-Product Development

= Stage-gate system: manage innovation
process - different stages

= End of each stage - gate - deliverables

= Review criteria - gatekeepers - go, kill,
hnld n or cVC cloa

11TVIU y vio

= Ensure process visible to all
= Clarify responsibilities at each stage
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Figure 20.1 The New-Product

Lay
future
Yes plans
Yes Yes Yes Yes Yes Yes Yes
1. h‘ba 2. kdea 3. Concept 4. Marketing 5. Business 6. Product 7. Market a.
fgeneration screening ﬂﬁ:mﬂm strategy analysis development testing Commercialization
an
Is the Is the product = el Will this Have we gota Have product Are product sales
idea worth idea compatible Can we find a Can we find a product mest technically and sales met meeting Yes
considering? with company good concept cost-effective, our profit commercially expectations? expectations?
objectives, Consumers say affordable qoal? sound product?
strategies, and they wiould try? marketing
resources? strategy? Yes
No No
Send the idea Modify the product
back for product ar marketing
development? program?
No HNo No No No No No No
Drop
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|deas - Idea Generation

INTERACTING WITH OTHERS
= |deas for new products from:

o Customer needs & wants

> EQ: Procter & Gamble: observational
technique

o Employees

n Competitors’ products & services
o [Top management

o Academic institutions

Copyright © 2009 Pearson Education South Asia Pte Ltd

' Managing the Development Process:
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10 Ways to

Customers, engineers, designers - brainstorm
solutions

Time off for technical people - pet projects
Brainstorming session - feature of tours

Survey customers: likes/dislikes in own &
competitors’ products

“Fly-on-the-wall”’/“camping out” research
on customers



10 Ways to

6) Iterative rounds: 1st room, customers find
problem - 2" room, tech folks listen & find
solution - tested promptly

/) Keyword search: publication, new-product

announcement
8) Trade show - intelligence mission - new in
Industry

9) Technical, marketing visit suppliers
10)Idea vault - open & accessible - review, add



3)
4)

S)
6)

7)

Seven Ways To Draw

Observe how your customers use the product

Ask your customers about their problems with your
products

Ask you customer about their dream products

Use customer advisory board to comment on your
company ideas

Use websites for new ideas,

Form a brand community of enthusiasts who discuss
your product

Encourage or challenge your customers to change or
Improve your product.



Marketing i ivoiuii

= Characteristics to define scope of high tech:
1) High technological uncertainty

2) High market uncertainty

3) High competitive volatility

4) High investment cost- low variable cost
5) Short life

6) Find funding sources - such risky projects -
not easy



Marketing .icoiwii.

High-tech marketers
Difficult questions - marketing mix:

1) Product
Product features? Produce Iin-house/outsource?

2) Price
High? Or low price to sell quickly?

3) Distribution
Own sales force or agents? One/many channels?

4) Communication
Best messages for benefits? Best media for them?



CREATIVITY TECHNIQUES
1.

2
3.
A

D.
0.

' Managing the Development Process:

|deas - Idea Generation

Attribute listing

. Forced relationships

Morphological analysis
. Reverse assumption

analysis
New contexts
Mind-mapping

Copyright © 2009 Pearson Education South Asia Pte Ltd

Lateral
marketing:

EQ:
Cyber cafés =

N

Cafe

teric
_|.
Internet
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ldeas - Idea Screening

= New Iideas to iIdea manager
=  Weekly review - idea committee
= 3 idea groups:
i. Promising
ii. Marginal
iii. Rejects
= Surviving ideas - full-scale screening

Copyright © 2009 Pearson Education South Asia Pte Ltd

' Managing the Development Process:
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ldeas - Idea Screening

= Avoid 2 types of errors
1. DROP-error: good idea dismissed
2. GO-error: poor idea developed,
commercialized
o Absolute product failure

o Partial product failure

o Relative product failure

Copyright © 2009 Pearson Education South Asia Pte Ltd

' Managing the Development Process:
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Figure 20.2
Forces Fighting

New Ildeas

"Let's discuss it at
our next meeting."

i
"We've done all

right without it."



' Managing the Development Process:
ldeas - Idea Screening

= Screening purpose - drop poor ideas
early

= (Costs rise - substantial - each stage
= |dea reviewed against criteria

= Surviving Ideas rated - weighted-index
method
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Table 20.4
Product-ldea Rating Device

Product

Rating

Product Success

Requirements

Unique or superior product A0 8
High performance-to-cost ratio 30 b
High marketing dollar support 20 7
Lack of strong competition 10 5
Total 1.00

(c=axbh)
32
18
14
05
.69°

*Rating scale: .00-.30 poor; .31-.60 fair; .61-.80 good. Minimum acceptance rate: .61.

Copyright © 2009 Pearson Education South Asia Pte Ltd
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' Managing the Development Process:
ldeas - Idea Screening

= As idea developed - revise estimate of
product’s probability of success, using:

Overall Probability Probability of Probability of
probability of = of technical x commercialization X economic
success completion given technical success given

completion commercialization

Copyright © 2009 Pearson Education South Asia Pte Ltd 20-34



Managing the Development Process:

Cnnro n'l' +n Ct+ratanys
S UI |\JCP LU \)Ll ALC

- Concept Development & Testing

= Product idea can be turned
INto concepts

= Category concept - defines
product’s competition

= Product concept - brand
concept

Copyright © 2009 Pearson Education South Asia Pte Ltd 20-35



Managing the Development Process:

Cnnro n'l' +n Ct+ratanys
S UI |\JCP LU \)Ll aLCH)’

- Concept Development & Testing

CONCEPT DEVELOPMENT

= Product idea - turned into concepts
Questions to ask:

1. Who will use this product?
2. What primary benefit this product provide?

3. When will people consume this drink?

Copyright © 2009 Pearson Education South Asia Pte Ltd 20-36



Managing the Development Process:

Cnnro n'l' +n Ct+ratanys
S UI l\JCP LU \JLl aLCH)’

- Concept Development & Testing
CONCEPT DEVELOPMENT

= Concept represents category concept -
defines product’s competition

= Figure 20.3(a) - product-positioning
map for breakfast drink
o Instant drink - low cost & quick
n Competitor: near - toast; distant - congee

= Contrasts - promote concept to market

Copyright © 2009 Pearson Education South Asia Pte Ltd 20-37



Figure
20.3

Product & Brand
Positioning

(a) Product-positioning Map
(Rreaaldfact Markot)

Inexpensive
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Managing the Development Process:

Cnnro n'l' +n Ct+ratanys
S UI l\JCP LU \JLl aLCH)’

- Concept Development & Testing

CONCEPT DEVELOPMENT
= Product concept - into brand concept

= Figure 20.3(b) - brand-positioning map
= Decide price & calories in drink

= Not position next to current brand
unless that brand - weak/inferior

Copyright © 2009 Pearson Education South Asia Pte Ltd 20-39



(b) Brand-positioning Map

Figure (Instant Breakfast Market)
20.3

High price per ounce
Product & Brand
Positioning

Low price per ounce
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Managing the Development Process:

Cnnro n'l' +n Ct+ratanys
\JUll\JCP LU \JLl ALC y

- Concept Development & Testing

CONCEPT TESTING

Present concept to target - get reaction
Concept - symbolic or physical
If concepts resemble final product -

+ toactinn — danandahla
C Lol

pOnpe II{;| U\JP\;IIUMUI\;

w 11\

N
M

Rapid prototyping - design products

Virtual reality - test product concepts
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Managing the Development Process:

Cnnro n'l' +n Ct+ratanys
S UI |\JCP LU \)Ll aLCH)’

- Concept Development & Testing

= Measure product dimensions:

1)
2)
3)
4)
S)
6)

Copyright © 2009 Pearson

Communicability & believability
Need level

Gap level

Perceived value

Purchase intention

User targets, purchase occasions,
purchasing frequency

Education South Asia Pte Ltd
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Managing the Development Process:

Cnnro n'l' +n Ct+ratanys
S UI |\JCP LU \)Ll aLCH)’

- Concept Development & Testing

CONJOINT ANALYSIS

Method to derive utility values
consumers attach
to varying levels

of product’s attributes

Education South Asia Pte Ltd
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Managing the Development Process:

Cnnro n'l' +n Ct+ratanys
S UI l\JCP LU \JLl aLCH)’

- Concept Development & Testing

= Statistical program - derive utility functions -
5 attributes

= Relative importance of attribute - difference
of highest & lowest utility

= Preference data from sample

o Estimate market share of offer

= Collect data - 2 factors each time

=  Easier to use but less realistic

Copyright © 2009 Pearson Education South Asia Pte Ltd 20-44



Figure 20.4 Utility Functions Based on Conjoint Analysis

Package Design Brand Name Retail Price

Copyright © 2009 Pearson Education South Asia Pte Ltd 20-45



M

anaging the Development Process:

Concept to Strategy - Marketing Strategy

Preliminary strategy, new product to market

PA

RT 1

n Target market’s size, structure & behavior
o Product positioning
o Sales, market share & profit- 1st few years

DA
rM

PA

RT 2
Price, distribution, marketing - 1st year
RT 3

_ong-run sales & profit & marketing-mix

Copyright © 2009 Pearson Education South Asia Pte Ltd
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Managing the Development Process:
Concept to Strategy - Business Analysis

= Evaluate proposal’s business
attractiveness - HOW?

n Prepare sales, cost & profit
orojections

o Determine whether they satisfy
company objectives

Copyright © 2009 Pearson Education South Asia Pte Ltd 20-47



Managing the Development Process:
Concept to Strategy - Business Analysis

ESTIMATING TOTAL SALES

‘Total Estimated Replacement Repeat
Estimated = 1sttime + Sales + Sales |
Sales Sales

= Methods depend on:
o One-time purchase
o Infrequent purchase
n Frequent purchase

Copyright © 2009 Pearson Education South Asia Pte Ltd 20-48



Time

Figure 20.5
Product Life-Cycle
Sales - 3 Types of
Products
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Managing the Development Process:
Concept to Strategy - Business Analysis

ESTIMATING TOTAL SALES
= Replacement sales

o Survival-age distribution
o Units that fail in year 1, 2, 3 etc

"= Frequent purchase
= Repeat sales + 1st time sales

Copyright © 2009 Pearson Education South Asia Pte Ltd 20-50



Managing the Development Process:
Concept to Strategy - Business Analysis

ESTIMATING COSTS & PROFITS

= Use R&D, manufacturing, marketing &

finance departments
= Sales projection - assumptions:
1. Market growth rate
2. Company’s market shar
3. Factory-realized price
= Cost of goods sold = average cost of

labor, ingredients & packaging per case

)
C

Copyright © 2009 Pearson Education South Asia Pte Ltd
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Table 20.5
Projected Five-Year Cash-Flow Statement
(in thousands of dollars)

A e A o A S

_ -
- O
h

SJUlId T Veliuw - v ¥ 11 uvs L A ] AL AL

CLLTRrA

Cost of goods sold 0 3,981 5,150 6,581 9,461 10,880
Gross margin 0 7,908 10,231 13,073 18,792 21,61
Development costs -3,500 0 0 0 0 0
Marketing costs 0 8,000 6,460 8,255 11,866 13,646
Allocated overhead 0 1,189 1,538 1,965 2,825 3,249
Gross contribution -3,500 -1,281 2,233 2,853 4101 4,716
Supplementary contribution 0 0 0 0 0 0
Net contribution -3,500 -1,281 2,233 2,853 4101 4716
Discounted contribution (15%) -3,500 -1,113 1,691 1,877 2,343 2,346
- Cumulative disconnted cash flow -3,500 -4,613 -2,922 ~1,045 1,298 3,644
Copyright © 2009 Pearson Education South Ac 20-52




Managing the Development Process:
Concept to Strategy - Business Analysis

ESTIMATING COSTS & PROFITS

Gross margin = sales - cost of goods sold

Development costs = product development +
research + manufacturing-development

Marketing costs = advertising + sales
promotion + research + (sales, administration)

Allocated overhead = (salaries + light etc) cost

Gross contribution = gross margin -
(development + marketing + overhead) costs

Copyright © 2009 Pearson Education South Asia Pte Ltd
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Managing the Development Process:
Concept to Strategy - Business Analysis

ESTIMATING COSTS & PROFITS

= Supplementary contribution

o Change in income from other company
products caused by new product

» Dragalong income: extra income
» Cannibalized income: reduced income

= Discounted contribution - present value
of each future contribution

Copyright © 2009 Pearson Education South Asia Pte Ltd 20-54



Managing the Development Process:
Concept to Strategy - Business Analysis

ESTIMATING COSTS & PROFITS
Cumulative discounted cash flow:

= Maximum investment exposure
n Highest loss project can create

= Payback period
o Time when firm recovers all investment

Copyright © 2009 Pearson Education South Asia Pte Ltd 20-55



Managing the Development Process:
Concept to Strategy - Business Analysis

ESTIMATING COSTS & PROFITS
= (Other measures - evaluate new-product
1. Breakeven analysis

o Units sold to break even - given price, cost
o Number of years to break even

2. Risk analysis

o Optimistic, pessimistic & most likely - for
each variable

o Possible outcomes & rate-of-return
probability distribution

Copyright © 2009 Pearson Education South Asia Pte Ltd
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Managing the Development Process:

vinlAarnrmaAant iali— t

NA +n O Armrmaoares P
LTV IUIJIIICIIL LU LUILLITTITI uiAdllZAAa
- Product Development

m

Ta'
1Vl

= Quality function deployment (QFD)

n Help - target requirement to prototype

= Turn customer attributes (CAs) Into
engineering attributes (EAS)

= |Improves communication between
marketers, engineers & manufacturing

Copyright © 2009 Pearson Education South Asia Pte Ltd 20-57



Managing the Development Process:

1A
LIVI I

NAavialA [ at inali—

UCVCIUIJIIICI Il. l.U coimmercCiaiiZa
- Product Development

PHYSICAL PROTOTYPES

= R&D 2 1 physical version of product concept

o Key attributes, safe, produced < budget

= Virtual-reality - speed process
=  Web - rapid prototyping & flexible processes

= Functional & psychological aspects - physical
cues

Copyright © 2009 Pearson Education South Asia Pte Ltd 20-58



Managing the Development Process:

AI I AIAIMAIA AIMMA“AIA I—A IAIA

uevewpmellt to Commercialization
- Product Development

= Prototypes ready - rigorous testing

1. Alpha testing
o Test product in firm
o Performance in different applications

2. Beta testing
o Customers use prototype & give feedback

3. Consumer testing
o Bring consumers to labs
o Samples to use in homes

Copyright © 2009 Pearson Education South Asia Pte Ltd 20-59



Managing the Development Process:

+ N
L

Ta'
1Vl

vinlAarnrmaAant iali—

NA +n O Armrmaoares P
LTV IUIJIIICIIL LU LUILLITTITI uiAdllZAAa
- Product Development

Methods - measure consumer preference

1) Rank-order method
o Rank items in order of preference

2) Paired-comparison method
o Preference based on items in pairs

3) Monadic-rating method
o Rate liking of each product on a scale

Copyright © 2009 Pearson Education South Asia Pte Ltd
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Managing the Development Process:

Development to Commercialization
- Market Testing

= Market test: New product in real setting
n How large market Is

n How people handle, use & repurchase
product

n Valuable data - buyers, dealers, marketing

[T W T W oW VIV W W7 Vo AA I'AIAAAA AIA+ AI

pPIrogiaill EI fectiveness & mar KEL pULUIILIdI

= How much testing & what kind?
o Investment cost & risk
n Time pressure & research cost

Copyright © 2009 Pearson Education South Asia Pte Ltd 20-61



Managing the Development Process:

Development to Commercialization

- Market Testing

CONSUMER-GOODS MARKET TESTING

B~ W NN B

To estimate

. Trial
. FiIrst repeat
. Adoption

. Purchase frequency

Copyright © 2009 Pearson Education South Asia Pte Ltd
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Managing the Development Process:
Development to Commercialization
- Market Testing
CONSUMER-GOODS MARKET TESTING
Consumer-goods market testing 4 methods

1) Sales-Wave Research
o Initial try - free, 2" try - reduced price

o Ml carmrnire N Nnarnl/anina QO A
4 WYUIUR, oTLUI T, 11U paviaygllly &< a

n But does not indicate

> Trial rates - different promotion
> Brand’s power - distribution & shelf position

A
u
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Managing the Development Process:

A"A AIAIMAIA AIMIMA“AIA I—A IAIA

uevelupmellt to Commercialization
- Market Testing

2) Simulated Test Marketing

Shoppers - brand familiarity & preferences
Shown known & new ads - money
Products bought & reasons

If'\ﬁlf'\lf'\f\lf'('\ onty

C
JIHUPYPMET O ~ UDC Satis

t;nn vyl A

[aVYa) vami oNn
agvLivll, tcputliiasc

Fairly accurate: ad - effective & trial rates
Lesser time & cost - real test market

Accurate projected sales levels

Copyright © 2009 Pearson Education South Asia Pte Ltd 20-64



Managing the Development Process:

A"A AIAIMAIA AIMIMA“AIA I—A IAIA

uevelupmellt to Commercialization
- Market Testing

3) Controlled Test Marketing
o Specify stores & locations to test

n Carry new products - fee

o Sales - electronic scanners at checkout

o Impact - in-store factors & ad on buying

o No sales force, allowances, buy distribution
o But: no data - sell trade- carry new product

o EXpose product & features - competitors

Copyright © 2009 Pearson Education South Asia Pte Ltd 20-65



Managing the Development Process:

Development to Commercialization
- Market Testing

4) Test Markets

o Full blown test markets

o Few cities - sales force - trade carry
product - good shelf exposure

n Full ad & promotion campaign

n Can test impact of alternative marketing
plans - vary program in cities

Copyright © 2009 Pearson Education South Asia Pte Ltd 20-66



Managing the Development Process:

AI I AIAIMAIA AIMIMA“AIA I—A IAIA

uevewpmellt to Commercialization
- Market Testing

CONSUMER-GOODS MARKET TESTING
Full scale test cost:

1) How many test cities?
2) Which cities?

3) Length of test?

4) What information?

5) What action to take?

Copyright © 2009 Pearson Education South Asia Pte Ltd 20-67



Managing the Development Process:

nl alnnmaent tn Commarcializatinn
| D AWRTAUN AW P  NAY NN LU N JITTITTI O VICATIZCARLIVUIL |

- Market Testing

BUSINESS-GOODS MARKET TESTING

1. Beta testing

o Vendor: How product used & value to
operations

o But, test size - small & not random
o Risk - unfavorable reports leak out

2. Introduce new product at trade shows
o Vendor: Observes interest and reactions
n But: reveal product to competitors

Copyright © 2009 Pearson Education South Asia Pte Ltd 20-68



Managing the Development Process:

nlln ent to Commareci ||7:.\'I'n
| D AWRTAUN AW P ||\J 1L U\ \JUllllll\/lU CAITILZCALI VI

- Market Testing

BUSINESS-GOODS MARKET TESTING

3. Tested In distributor & display rooms
o Preference & pricing in normal atmosphere
o But: early orders cannot be filled

o Visitors not target market

4. Sales force - sell in limited areas -
promotion support & printed catalog

Copyright © 2009 Pearson Education South Asia Pte Ltd
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Managing the Development Process:

3

NnMmMaont tn Commarcializatinn
Plllbll‘. C\UJ \2VUVTTTTLHI O UICATITIZAZCARLIVUIL |

- Commercialization

Commercialization: manufacture, marketing costs

WHEN (TIMING)

= Market-entry timing - critical:
-irst entry

Parallel entry

_ate entry

New product replaces old
Seasonal product

Competitive “design-arounds”

o gk whrE
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Managing the Development Process:

N nn'l' N (‘nmmorr\lal 72atiNnnN
PIII 110 LU \GLAVINRIBNRAYE V] 0§ § | LMLUI

- Commercialization

WHERE (GEOGRAPHIC STRATEGY)

= Launch - single locality, region, national
or international market

3

= Company size important
o Small - select city
n Large - one region after another
o Launch nationally
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Managing the Development Process:

AI I AIAIMAIA AIMMA“AIA I—A IAIA

uevewpmellt to Commercialization
- Commercialization

Most new products - domestic market
= To export - need to redesign

= Adopt international focus
when design & develop
new product

Copyright © 2009 Pearson Education South Asia Pte Ltd 20-72



Managing the Development Process:

AI I AIAIMAIA AIMMA“AIA I—A IAIA

uevewpmellt to Commercialization
- Commercialization

To choose rollout markets, major criteria:
. Market potential

. Company’s local reputation

. Cost of filling pipeline

. Cost of communication media

. Influence of area on other areas

. Competitive penetration

o O B W DN B

= Strong competitors influence rollout strategy
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Managing the Development Process:

AI I AIAIMAIA AIMIMAI‘AIA —A IAIA

uevewpmellt to Commercialization
- Commercialization

TO WHOM (TARGET-MARKET PROSPECTS)

= Target initial distribution & promotion
to best prospect groups

"= Prime prospects - characteristics:

Early adopters

Ldaawns 11carvrce

ricavy uotio

Opinion leaders

Reached at low cost

B~ WO N

= (Generate strong sales as soon possible
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Managing the Development Process:

Naoay ve alnnmaent tn (‘nmmorr\lal 72atiNnnN
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- Commercialization

HOW (INTRODUCTORY MARKET STRATEGY)
= Action plan of product- rollout market

Critical path scheduling (CPS)
Develop master chart

Show simultaneous & sequential activities
that must take place

To launch product
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The Consumer-Adoption Process
- Stages in the Adoption Process

= Adoption
o Individual’s decision - regular product user

= Consumer-adoption to consumer-loyalty
process

= |nnovation
o Product or idea perceived as new

= |nnovation diffusion process
n Spread of new idea - invention to users

Copyright © 2009 Pearson Education South Asia Pte Ltd 20-76



The Consumer-Adoption Process
- Stages in the Adoption Process

= Adopters of new products move through
5 stages:

1) Awareness
2) Interest
3) Evaluation
4) Trial

5) Adoption
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Figure 20.6
Adopter Categorization on the Basis of Relative Time
of Adoption of Innovations
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The Consumer-Adoption Process
- Factors Influencing the Adoption Process

READINESS TO TRY NEW PRODUCTS & PERSONAL INFLUENCE

Level of
Innovativeness

5 adopter groups:

1) Innovators

= How much earlier

2) Early adopters

one adopts new
Ideas than others 4)

In social system 5)
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3) Early majority

_ate majority

_aggards
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The Consumer-Adoption Process
- Factors Influencing the Adoption Process

= Each group - different marketing - move
Innovation - full product life cycle

= Personal influence

n Effect one person has on another’s attitude
or purchase probability

= Companies target innovators & early
adopters with product rollouts
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The Consumer-Adoption Process
- Factors Influencing the Adoption Process

= East Asians - conform - reference groups

= Social approval - more important to
Increase adoption in Asia than in U.S.

= |nnovation acceptance

o Access Asian consumer’s referral network
n Utilize positive word of mouth
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The Consumer-Adoption Process
- Factors Influencing the Adoption Process

= Impact of personal influence varies
across Asian consumers & products

= High context societies eg Japan,
homogeneous - same culture - word-of-
mouth effect stronger

= Countries high on individualism - greater
rate of Internet adoption than
collectivistic countries
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The Consumer-Adoption Process
- Factors Influencing the Adoption Process

CHARACTERISTICS OF THE INNOVATION

= Rate of innovation adoption
5 characteristics

1) Relative advantage
2) Compatibility

3) Complexity

4) Divisibility

5) Communicability
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The Consumer-Adoption Process
- Factors Influencing the Adoption Process

CHARACTERISTICS OF THE INNOVATION
= Other characteristics:

. Cost
. Risk & uncertainty

P e P

, Credadipi ||Ly

o~
I

CAaz i
. oLllicliu

(')

B~ W DN

. Soclal approval
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The Consumer-Adoption Process
- Factors Influencing the Adoption Process

ORGANIZATIONS” READINESS TO ADOPT INNOVATIONS
= Adoption associated with

1) Organization’s environment

o community progressiveness & income
2) QOrganization

o size, profits, pressure to change

3) Administrators
o education level, age, sophistication
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Marketing Debate -
Who Should You Target With New Products?

Some new-products experts maintain that getting close to
customers through intensive research is the only way to
develop successful new products. Other experts disagree
and maintain that customers can’t possibly provide useful
feedback on what they do not know and can’t provide
Insights that will lead to breakthrough products.

Take a position: Consumer research is critical to new-product
development versus Consumer research may not be all
that helpful in new-product development.

Marketing Discussion

Think about the last new product you bought. How do you
think its success will be affected by the five characteristics of
an innovation: relative advantage, compatibility, complexity,
divisibility & communicability?
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