
What is a Product?

A product is anything that can be offered to a 
market to satisfy a want or need, including 

physical goods, services, experiences, events, 
persons, places, properties, organizations, 

information, and ideas.



Five Product Levels



Packaging

Packaging is all the activities of 
designing and producing the container 

for a product.



Factors Contributing to the 
Emphasis on Packaging

Self-service

Consumer affluence

Company/brand image

Innovation opportunity



Innovations in Packaging



Packaging Objectives

• Identify the brand

• Convey descriptive and persuasive 
information

• Facilitate product transportation and 
protection

• Assist at-home storage

• Aid product consumption



Functions of Labels

Identifies

Grades

Describes

Promotes



Warranties and Guarantees



New-Product Development Strategy

• Acquisition refers to the buying of a whole 
company, a patent, or a license to produce 
someone else’s product

• New product development refers to original 
products, product improvements, product 
modifications, and new brands developed 
from the firm’s own research and 
development



New-Product Development Reasons 
for new product failure



New-Product Development Process



New-Product Development Process

• Idea generation is the 
systematic search for 
new‐product ideas

• Sources of new‐product 
ideas

• Internal                              

• External



New-Product Development Process
Idea Generation

• Internal sources refer to the 
company’s own formal 
research and development, 
management and staff, 

• External sources refer to 
sources outside the 
company such as 
customers, competitors, 
distributors, suppliers, and 
outside design firms



New-Product Development Process
Idea Screening

• Identify good ideas and drop poor ideas 

• R‐W‐W Screening Framework:Is it real?

• Can we win?

• Is it worth doing?



New-Product Development Process
Concept Development and Testing

• Product idea is an idea for a possible 
product that the company can see itself 
offering to the market

• Product concept is a detailed version of 
the idea stated in meaningful consumer 
terms

• Product image is the way consumers 
perceive an actual or potential product



New-Product Development Process
Concept Development and Testing

• Concept testing refers to testing new‐product 
concepts with groups of target consumers



New-Product Development Process
Marketing Strategy Development 

• Marketing strategy development refers to the 
initial marketing strategy for introducing the 
product to the market

• Marketing strategy statement includes:  
*Description of the target market

*Value proposition

*Sales and profit goals



New-Product Development Process
Business analysis

• Business analysis involves a review of 
the sales, costs, and profit projections to 
find out whether they satisfy the 
company’s objectives



New-Product Development Process
Product development

Product development 
involves the creation 
and testing of one or 
more physical versions 
by the R&D or 
engineering 
departments
Requires an increase in 
investment



New-Product Development Process
Test marketing

• Test marketing is the stage 
at which the product and 
marketing program are 
introduced into more 
realistic marketing 
settings

• Provides the marketer with 
experience in testing the 
product and entire 
marketing program before 
full introduction



New-Product Development Process
Commercialization

• Commercialization is 
the introduction 

of the new product

• When to launch

• Where to launch

• Planned market 

rollout



Managing New-Product Development

Successful new‐product development 
should be:

• Customer centered

• Team centered

• Systematic



Managing New-Product Development
New-Product Development Strategies
Customer‐centered new 

product development 
focuses on finding new 
ways to solve customer 
problems and create 
more customer satisfying 
experiences

• Begins and ends with 
solving customer 
problems



Managing New-Product Development
New-Product Development Strategies

Sequential new‐product development is a 
development approach where company 
departments work closely together 
individually to complete each stage of the 
process before passing it along to the next 
department or stage

• Increased control in risky or complex projects

• Slow



Managing New-Product Development
New-Product Development Strategies

Team‐based new‐product development is 
a development approach where 
company departments work closely 
together in cross‐functional teams, 
overlapping in the product‐development 
process to save time and increase 
effectiveness



Managing New-Product Development
New-Product Development Strategies
Systematic new‐product 

development is an innovative 
development approach that 
collects, reviews, evaluates, 
and manages new‐product 
ideas

• Creates an innovation‐ 
oriented culture

• Yields a large number of new‐ 
product ideas



Product Life-Cycle 



Product Life-Cycle 

Product development Sales are zero and 
investment costs mount

Introduction Slow sales growth and profits are 
nonexistent 

Growth Rapid market acceptance and increasing 
profits.

Maturity Slowdown in sales growth and profits 
level off or decline

Decline Sales fall off and profits drop



Product Life-Cycle 

• Fads are temporary periods of 
unusually high sales driven by 
consumer enthusiasm and 
immediate product or brand 
popularity



Product Life-Cycle 
Introduction Stage

• Slow sales growth

• Little or no profit

• High distribution and promotion 
expense



Product Life-Cycle
Growth Stage

• Sales increase

• New competitors enter the market

• Price stability or decline to increase volume

• Consumer education 

• Profits increase

• Promotion and manufacturing costs gain 
economies of scale



Product Life-Cycle
Maturity Stage

• Slowdown in sales

• Many suppliers

• Substitute products

• Overcapacity leads to competition

• Increased promotion and R&D to support 
sales and profits



Product Life-Cycle
Decline Stage

• Maintain the product

• Harvest the product

• Drop the product



Strategies-Introduction Stage 
of the PLC

Sales

Costs

Profits

Marketing Objectives

Product

Price

Low sales    

High cost per customer

Negative

Create product awareness 
and trial

Offer a basic product

Use cost-plus 

Distribution Build selective distribution

Advertising Build product awareness among early 
adopters and dealers



Strategies-Growth Stage of the PLC

Sales

Costs

Profits

Marketing Objectives

Product

Price

Rapidly rising sales    

Average cost per customer

Rising profits

Maximize market share

Offer product extensions, service, warranty

Price to penetrate market

Distribution Build intensive distribution

Advertising Build awareness and interest in the mass 
market



Strategies-Maturity Stage of the PLC

Sales

Costs

Profits

Marketing Objectives

Product

Price

Peak sales

Low cost per customer

High profits

Maximize profit while defending
market share

Diversify brand and models

Price to match or beat competitors

Distribution Build more intensive distribution

Advertising Stress brand differences and benefits



Strategies-Decline Stage of the PLC

Sales

Costs

Profits

Marketing Objectives

Product

Price

Declining sales

Low cost per customer

Declining profits

Reduce expenditure and milk the brand

Phase out weak items

Cut price

Distribution Go selective: phase out unprofitable outlets

Advertising Reduce to level needed to retain 
hard-core loyal customers 



Product Decisions and Social 
Responsibility 

• Public policy and regulations regarding 
developing and dropping products, patents, 
quality, and safety



Diffusion of Innovations

• Everett Rogers—the main developer

– Adapted ideas from Gabriel Tarde and from the 
Hybrid Seed Corn Study (Ryan & Gross)

• This theory has been used and studied across 
many fields:  Rural sociology, Medical 
sociology, Anthropology, Economics, 
Marketing



Innovation
• Innovation = An idea, practice, or object 

perceived as new by an individual or other 
unit of adoption

– Software (necessary)

– Hardware (optional)

• The Diffusion of Innovations Theory attempts 
to predict adoption of innovations. . . 
Typically, the adoption follows a standard 
pattern:



The corresponding Classic Bell-Shaped Adopters Curve

Many studies have looked at how these groups differ:

Innovators are highly cosmopolite and open to new things.

Early adopters tend to be opinion leaders.

Early majority provide “legitimization” of the innovation.

Late majority are skeptical.

Laggards put trust in the status quo.



Synonyms for Price

• Rent

• Tuition

• Fee

• Fare

• Rate

• Toll

• Premium

• Special assessment

• Bribe

• Dues

• Salary

• Commission

• Wage

• Tax 



Common Pricing Mistakes

• Determine costs and take traditional industry 
margins

• Failure to revise price to capitalize on market 
changes

• Setting price independently of the rest of the 
marketing mix

• Failure to vary price by product item, market 
segment, distribution channels, and purchase 
occasion



Steps in Setting Price

Select the price objective

Determine demand

Estimate costs

Analyze competitor price mix

Select pricing method

Select final price



Step 1: Selecting the Pricing Objective

• Survival

• Maximum current 
profit

• Maximum market 
share

• Maximum market 
skimming

• Product-quality 
leadership



Step 2: Determining Demand

Price Sensitivity

Estimating 

Demand Curves

Price Elasticity 

of Demand



Factors Leading to Less Price Sensitivity

• The product is more distinctive

• Buyers are less aware of substitutes

• Buyers cannot easily compare the quality of substitutes

• The expenditure is a smaller part of buyer’s total income

• The expenditure is small compared to the total cost of the end 
product

• Part of the cost is paid by another party

• The product is used with previously purchased assets

• The product is assumed to have high quality and prestige

• Buyers cannot store the product



Step 3: Estimating Costs

Types of Costs

Target Costing

Accumulated 

Production

Activity-Based 

Cost Accounting



Cost Terms and Production

• Fixed costs

• Variable costs

• Total costs

• Average cost

• Cost at different 
levels of production



Cost per Unit as a Function of Accumulated 
Production



Tata motors developed ‘Nano’its 
small car with a target price 



Step 5: Selecting a Pricing 
Method from the Types of pricing

• Markup pricing

• Target-return pricing

• Perceived-value pricing

• Value pricing

• Going-rate pricing

• Auction-type pricing



Break-Even Chart



Auction-Type Pricing

English auctions

Dutch auctions

Sealed-bid auctions

http://www.ebay.com/
http://www.ebay.com/


Step 6: Selecting the Final Price

• Impact of other marketing activities

• Company pricing policies

• Gain-and-risk sharing pricing

• Impact of price on other parties



Price-Adaptation Strategies

Geographical Pricing

Discounts/Allowances

Differentiated Pricing

Promotional Pricing



Discounts/ Allowances

• Cash discount

• Quantity discount

• Functional discount

• Seasonal discount

• Allowance



Promotional Pricing Tactics

• Loss-leader pricing

• Special-event pricing

• Cash rebates

• Low-interest financing

• Longer payment terms

• Warranties and service 
contracts

• Psychological discounting



Special festival 
pricing by 

Coca-Cola on 
the occasion of 

Ramzan in 
Pakistan.



Differentiated Pricing

• Customer-segment 
pricing

• Product-form pricing

• Image pricing

• Channel pricing

• Location pricing

• Time pricing

• Yield pricing


