Subject- Marketing Management ( MBA 202)

MBA Second Semester

Unit- 5 : New product development
New product development (NPD) is the process of bringing a new product to the marketplace.  Business may need to engage in this process due to changes in consumer preferences, increasing competition and advances in technology or to capitalise on a new opportunity.

New products can be:

· Products that your business has never made or sold before but have been taken to market by others

· Product innovations created and brought to the market for the first time. They may be completely original products, or existing products that you have modified and improved.

Examples of new products

• New to the world – high definition TV, ipod, flat screen TV, Probiotic Ice Cream 

• Product improvement & replacement: SPEED by BPCL, automobile industry BS-IV replaced by BS-VI.
 • Cost reduction new product: Moser Baer.
Types of new product

· Innovative products – new to the world 

· New product lines – to allow the firm to enter an existing market  
· Addition to product line – to supplement the firm’s existing product line 

· Improvements and revisions of existing product 

· Repositioned products – existing products targets at new market

· Cost reduction new product that provide similar performance at lower cost
Why develop New Product?

· To replace declining product 

· To take advantage of new technology 

· To defeat rivals 

· To maintain/increase market share 

· To keep up with rivals

· To maintain competitive advantage 

· To fill gap in the market
Stages in New product development
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Idea generation is the continuous and systematic quest for new product opportunities, including updating or changing an existing product. The goal is to generate ideas for new products or services -- or, improvements to products or services -- that address a gap in the market.

Idea screening takes the less attractive, infeasible and unwanted product ideas out of the running. Unsuitable ideas should be determined through objective consideration, including through early testing and feedback with consumers. 

Concept development and testing is vital. The internal, objective analysis of step two is replaced by customer opinion in this stage. The idea, or product concept at this point, must be tested on a true customer base. The testers' reactions can then be leveraged to adjust and further develop the concept according to the feedback. One example of concept development is the concept cars developed by car manufacturers. These prototypes are made of clay and shown at auto shows for consumer feedback.
Marketing strategy development identifies the strategy of how to optimally market and sell product or service. It is comprised of four P's, which are product, price, place and promotion.

Product -- The service or good that's been designed to satisfy the demand of a target audience.

Price -- Pricing decisions affect everything; profit margins, supply and demand, and market strategy.
Place- Decide where to sell and how to reach the ultimate customer with the product.
Promotion -- The goals of promotion are to present the product to the target audience -- increasing demand by doing so -- and to illustrate the value of the product. Promotion includes advertisements, public relations and marketing campaigns.

Marketing strategy development includes development of three part strategy plan 
Describe the market’s size, structure, and behaviour, the planned product positioning, and the sales, market share, and profit goals for first few years. 
Outline the planned price, distribution strategy, and marketing budget for the first year. 
 Describe the long-run sales and profit goals and marketing-mix strategy over time.

Business Analysis involves estimating likely selling price based upon competition and customer feedback. Expected sales volume also analyses in this stage based upon size of market and profitability and breakeven point also be analyzed. 
Product Development consists of turning that prototype or concept into a workable market offering; ironing out the technicalities of the product; and alerting and organizing the departments involved with the product launch, such as research and development, finance, marketing, production or operations.
Test marketing, or market testing, differs from concept or beta testing in that the prototype product and whole proposed marketing plan, not individual segments, are evaluated. The goal of this stage is to validate the entire concept -- from marketing angle and message to packaging to advertising to distribution. Test marketing is often performed by offering product to a random sample of target market. 
Market commercialization is the stage in which the product is introduced to the target market. All the data obtained throughout the previous seven stages of this approach are used to produce market and distribute the final product to and through the appropriate channels. The product is now available to everyone and the product life cycle (PLC) begins. The life of the product is shaped by the reception of the target market, the competition and subsequent enhancements to the product offering.

