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NEW PRODUCT OPTIONS
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New-Product Options
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CHALLENGES IN NEW PRODUCT DEVELOPMENT
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* The innovation imperative
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THE SCOPE OF MARKETING
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New Product failure

Fragmented markets Lack Qf _
organizational
support

Social, Economic
& Government Shorter
constraints PLCs
Capital shortages Shorter
development
time Poor launch

Development costs .
timing
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ORGANIZATIONAL ARRANGEMENTS

Budgeting for new product development

U CIRENI Cost of Finding One Successful New Product
(Starting with 64 New |deas)

Stage Number of Ideas Pass Ratio Cost per Product Idea Total Cost

1. Idea screening 64 1:4 $ 1,000 $ 64,000

2. Concept 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 2 1:2 5,000,000 10,000,000
$5,721,000 $13,984,000
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ORGANIZATIONAL ARRANGEMENTS

Organizing new product development

New-
product
department

Stage-gate
systems (!)

Crowdsourcing
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THE NEW PRODUCT DEVELOPMENT DECISION PROCESS
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MANAGING THE DEVELOPMENT PROCESS: IDEAS
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1. Generating ideas

Interacting
with
employees

Adopting Interacting
creativity with
techniques outsiders

SAATCHI & SAATCHI

Studying
competitors
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@ MANAGING THE DEVELOPMENT PROCESS: IDEAS
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Ways to draw new ideas from customers and
consumers (1)

Observe customers using product

)Ask customers about product problems

)Ask customers about dream products

) Use websites

) Form brand community of enthusiasts

)Challenge customers to improve product

Su rvey consumers
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MANAGING THE DEVELOPMENT PROCESS: IDEAS

Adopting creativity techniques (1)

Attribute
listing
Mind Forced
mapping relationships
Reverse-
New contexts assumption
analysis
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MANAGING THE DEVELOPMENT PROCESS:

IDEAS

Lateral thinking (de Bono)

mingione@economia.uniroma2.it

11



mailto:mingione@economia.uniroma2.it

MANAGING THE DEVELOPMENT PROCESS: IDEAS

Brainstorming

) Post evaluation

) Look for quantity

) Encourage unconventional ideas

) Build on other ideas

) Clearness
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MANAGING THE DEVELOPMENT PROCESS: IDEAS

Brainstorming (selection of ideas)

[ Efficacy J

Respect for
people and Efficiency
environment

[ Practicability J [ OriginalityJ
[ Simple J
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MANAGING THE DEVELOPMENT PROCESS: IDEAS
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MANAGING THE DEVELOPMENT PROCESS: IDEAS
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MANAGING THE DEVELOPMENT PROCESS: IDEAS

The Creative Problem Solving (CPS)

Mess finding

Data finding

Problem finding

ldea finding

Solution finding
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MANAGING THE DEVELOPMENT PROCESS: IDEAS
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The Six Thinking Hats (de Bono)
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MANAGING THE DEVELOPMENT PROCESS: IDEAS

2. Using idea screening

Product Success Product Rating
Requirements Relative Weight (a) Product Score (b) (c=axXh)
Unique or superior product 40 8 32

High performance-to-cost ratio 30 6 18

High marketing dollar support 20 v 14

Lack of strong competition 10 5 .05

Total 1.00 69

@ Rating scale: .00~.30 poor; .31-.60 fair; .61—.80 good. Minimum acceptance rate: .61
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MANAGING THE DEVELOPMENT PROCESS:
CONCEPT TO STRATEGY

3. Concept Development (& Testing)

(a) Product-positioning Map (b) Brand-positioning Map
(Breakfast Market) (Instant Breakfast Market)
Expensive High price per ounce

Slow Quick

Low in calories
High in calories

Inexpensive Low price per ounce
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CONCEPT TO STRATEGY

@ MANAGING THE DEVELOPMENT PROCESS:

A
ADMINISTRATION

Concept Testing Responses (3)

[ Communicability & believability ] [ Perceived value ]

[ Need level ] [ Purchase intention ]

[ Gap level ] [ User targets, purchase occasions ]
& frequency
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MANAGING THE DEVELOPMENT PROCESS:
CONCEPT TO STRATEGY
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Conjoint Analysis (3)

Package Design Brand Name Retail Price

1.0 — 1.0 — 1.0
= [ = [ = [
) ) \/ )
A B B B B
—
— T 0 i 1 L 0 L 1 L 0 1 1 1
A B C K2R Glory Bissell $1.19 $1.39 $1.59
Good Housekeeping Seal? Money-Back Guarantee?
3 differing 1.0 1.0 =
packages, B B

Utilty
Utility

brand names (K2R, Glory, Bissell) : = [
and prices (1.19, 1.39, 1.59) B . -

0 1 1 0 1
No Yes No

1
Yes
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MANAGING THE DEVELOPMENT PROCESS:
CONCEPT TO STRATEGY

@
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4. Marketing Strategy Development

Target market’s size, structure, & behavior; the planned brand positioning;

1.

the sales, market share & profit goals in first few years.

2. Planned price, distribution strategy, and marketing budget for the first year

3. Marketing-mix strategy over time
5. Business Analysis
g et P Purchased Product o B
Repeat purchase
. % Replacement N sales
Time fime Time
22
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) MANAGING THE DEVELOPMENT PROCESS:
DEVELOPMENT TO COMMERCIALIZATION

RSITY OF R

UNIVE OME TOR VERGATA
BUSINESS ADMINISTRATION

6. Product Development

J/

% Physical prototypes

J/

% Customer tests: alpha & beta testing

7. Market Testing (consumer goods)

/

%  Simulated Test Marketing

/

<  Test Markets

8. Commercialization

/7

% When (first, parallel, late entry)

<  Where

0:0 21% E i i

0:0 H OW | Farly aE“F“E“‘ E Early majority | Late majority | Laggards
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Adventures in test marketing.avi

MARKETING MANAGEMENT

Thank you for your kind attention!

(Hove B Nice Dayl)
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