
Chapter 9 Notes

PRODUCT MANAGEMENT AND NEW-PRODUCT DEVELOPMENT
PRODUCT LIFE CYCLE--the stages a new product idea goes through from beginning to end.

MARKET INTRODUCTION--a stage of the product life cycle when sales are low as a new idea is first introduced to a market.

MARKET GROWTH--a stage of the product life cycle when industry sales grow fast--but industry profits rise and then start falling.

MARKET MATURITY--a stage of the product life cycle when industry sales level off--and competition gets tougher.

SALES DECLINE--a stage of the product life cycle when new products replace the old.

PRODUCT LIFE CYCLES SHOULD BE RELATED TO SPECIFIC MARKETS

· Individual brands may not follow the pattern

PRODUCT LIFE CYCLES VARY IN LENGTH

· Product life cycles are getting shorter

· The early bird usually makes the profits

· The short happy life of fashions and fads

FASHION--currently accepted or popular style.

PLANNING FOR DIFFERENT STAGES OF THE PRODUCT LIFE CYCLE

· Length of cycle affects strategy planning

· Introducing new products 

· Pioneer may need help from competitors 

· New product sales may not take off

· Managing maturing products

· Improve the product or develop a new one

· Develop new strategies for different markets

· Phasing out dying products

NEW PRODUCT--a product that is new in any way for the company concerned.

· FTC says product is "new" only six months

FEDERAL TRADE COMMISSION (FTC)--federal government agency that polices antimonopoly laws.

AN ORGANIZED NEW-PRODUCT DEVELOPMENT PROCESS IS CRITICAL

· Process tries to kill new ideas--economically

· Step 1:  Idea generation

· Step 2:  Screening

CONSUMER PRODUCT SAFETY ACT--a 1972 law that set up the Consumer Product Safety Commission to encourage safety in product design and better quality control.

PRODUCT LIABILITY--the legal obligation of sellers to pay damages to individuals who are injured by defective or unsafe products.

· Step 3:  Idea evaluation

CONCEPT TESTING--getting reactions from customers about how well a new product idea fits their needs.

· Step 4:  Development 

· Step 5:  Commercialization

NEW-PRODUCT DEVELOPMENT:  A TOTAL COMPANY EFFORT

· Top-level support is vital

· Put someone in charge

· Market needs guide R&D effort

NEED FOR PRODUCT MANAGERS

PRODUCT MANAGERS or BRAND MANAGERS--manage specific products--often taking over the jobs formerly handled by an advertising manager.

MANAGING PRODUCT QUALITY

TOTAL QUALITY MANAGEMENT (TQM)—the philosophy that everyone in the organization is concerned about quality, throughout all of the firm's activities, to better serve customer needs.

CONTINUOUS IMPROVEMENT--a commitment to constantly make things better one step at a time.

PARETO CHART--a graph that shows the number of times a problem cause occurs, with problem causes ordered from most frequent to least frequent.

FISHBONE DIAGRAM--a visual aid that helps organize cause-and-effect relationships for "things gone wrong."

· Building quality into services

· Train people and empower them to serve

EMPOWERMENT--giving employees the authority to correct a problem without first checking with management.

BENCHMARKING--picking a basis of comparison for evaluating how well a job is being done.

