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New Product Development and Product
Life-Cycle Strategies
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Sales and
profits (8)

Product | .

developmenll Introduction  Growth Maturity  Decline

Losses/
investment ($)

d Profits over the Product's Life from Inception to Decline. (Kotler& Armstrong, pg. 274)

« the course that a product’s sales and profits take over its lifetime. The PLC has five
distinct stages:
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1. Product development begins when the company finds and develops a new-product
idea. During product development, sales are zero, and the company’s investment
costs mount.

Cilaall () 5 ¢ piiall o gl ol La ) gl g aa e 3 5S84 A1) o Ladie seiiall gl oy | ]
AS ) el CallSS 2l 555 ¢ 4y

2. Introduction is a period of slow sales growth as the product is introduced in the
market. Profits are nonexistent in this stage because of the heavy expenses of
product introduction.
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3. Growth is a period of rapid market acceptance and increasing profits.
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4. Maturity is a period of slowdown in sales growth because the product has achieved
acceptance by most potential buyers. Profits level off or decline because of
increased marketing outlays to defend the product against competition.
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5. Decline is the period when sales fall off and profits drop.
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PLC concept can describe:

* Product Class: Gasoline powered automobiles ¢ 3k Jaxi s jlau :ziiall 48
* Product Form: SUVse (el gdall &l o riall JS4

» Brand: Ford Escape® «xSu 25 6 14 L)

Highidistributionand|promofioniexy education  « Lowering prices to attract more buyers

Modification
ey S Strategies
products = Overcapacity leads to competition
» Increased promotion and R&D to support sales and . Modify the product

profits

e Modify the market

e Modify the marketing
mix
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Decline Stage
» Maintain the Er,o,d‘uctﬂ

» Harvest the product

* Drop the product

. A

JM&LA.\S

Characteristics
- Low sales Rapidly rising sales Peak sales Declining sales
High cost per customer Average cost per Low cost per customer Low cost per customer
customer
- Negative Rising profits High profits Declining profits
- Innovators Early adopters Middle majority Laggards
Few Growing number Stable number beginning Declining number
to decline
Strategies
Offer a basic product Offer product Diversify brand and models Phase out weak items
extensions, service,
warranty
Use cost-plus Price to penetrate Price to match or beat Cut price
market competitors
Build selective Build intensive Build more intensive Go selective: phase out
distribution distribution distribution unprofitable outlets
Build product awareness Build awareness and Stress brand differences  Reduce to level needed
among early adopters interest in the mass and benefits to retain most loyal
and innovators market customers
Use heavy sales Reduce to take Increase to encourage Reduce to minimal
promotion to entice trial advantage of heavy brand switching level
consumer demand
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The end: 2\
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