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M&L 53 Manage product and/or service development
	Learning Outcome
	Assessment Criteria
	Guidelines and range
The candidate provides evidence that they understand:

	1.Understand the development of new or
improved products and/or services


	1.1 Analyse the stages of the development process, product life cycle and their requirements




	Product development is the process by which an existing product or service is improved or modified, or a new product or service is developed, to keep up with trends in the marketplace and customer preferences and buying behaviours.

New Product Development (NPD) is described as going through eight stages:
· Idea Generation
· Idea Screening
· Concept Development and Testing
· Marketing Strategy and Development
· Business Analysis
· Product Development
· Test Marketing
· Commercialisation

The product life cycle model posits that products and services have a limited ‘life’ in a competitive market environment and will go through a number of ‘stages’, with each stage requiring different marketing initiatives and strategies.
That is:
· Development
· Introduction
· Growth
· Maturity
· Saturation
· Decline
· Death


	
	
	In this criterion the learner is required to analyse the stages of the development process, product life cycle and their requirements in order to determine the meaning of each stage of the product life cycle and draw conclusions.

	
	1.2 Explain the requirements of market segmentation

	The basic premise of market segmentation is that buyers are not homogeneous: markets comprise different groups of customers with different priorities and buying behaviours, and it is therefore essential for a business to segment customers according to various characteristics they have in common that help explain their buying decisions.

Segmentation may focus on traditional factors as, for example, geographic, demographic and behavioural, or it may be based upon the revenue the customer generates in relation to the costs of maintaining the customer relationship.

Market segmentation is part of the strategic marketing process and not an end in itself; a profitability analysis will subsequently need to be undertaken to determine whether or not a particular segment is profitable.   


	
	
	In this criterion the learner is required to explain the requirements of market segmentation.

	































	1.3 Analyse the factors affecting buyer behaviour

	The Chartered Institute of Marketing (CIM) distinguishes between ‘Business buying behaviour’ and ‘Consumer buying behaviour’, and the steps each will follow as:

Business buying behaviour
· Identifying a need or problem
· Developing product specification
· Search for products and suppliers
· Evaluation of products and suppliers
· Ready to place an order
· Evaluation of product and supplier performance
· Follow on purchase


Consumer Buying Behaviour
· The customer identifies a need
· Looking for information
· Checking out alternative products and suppliers
· Purchase decision
· Using the product
http://www.cim.co.uk/marketingplanningtool/tech/tech1.asp


	
	
	In this criterion the learner is required to analyse the factors affecting buyer behaviour to identify possible causation and draw conclusions.

	
	1.4 Evaluate the use of market analytical tools when developing new or improved products and/or services









	Market analysis is undertaken in order to determine the attractiveness, or otherwise, of a market when developing new or improved products and/or services.

Characteristics of a market that determine its level of attractiveness include:
· Market size
· Market trends
· Potential for growth
· Profitability
· Industry cost structure
· Distribution channels
· Critical success factors in the market

The analysis must find opportunities and identify threats in the market, and should also take into account the organisation’s strengths and weaknesses when determining marketing attractiveness. 

Marketing tools that may be used to undertake market analysis include:
· SWOT analysis
· PESTLE analysis
· Porter’s Five Forces
· Value Chain Analysis (VCA)
   

	
	
	In this criterion the learner is required to evaluate two or more market analytical tools in order to draw conclusions as to their usefulness in developing new or improved products and/or services.

	2. Be able to establish the need for new or
improved products and/or services

	2.1 Establish criteria by which the need for new or improved products and/or services will be evaluated

	Establishing criteria is an essential step in determining which ideas generated during NPD should be pursued and which should be discarded.

Potential criteria will include:
· Profitability
· Relationship to existing products and/or services
· Strategic fit
· Customer needs
· Development costs
· Marketing and promotion resources required
· distribution
· etc.


	
	
	In this criterion the learner is required to establish criteria by which the need for new or improved products and/or services will be evaluated.

	
	2.2 Evaluate customers’ and potential customers’ perceptions of the uses, value and quality of proposed products and/or services


	Primary market research is tailored to an organisation’s specific needs and interests, and is likely to be more useful than secondary research in evaluating customers’ and potential customers’ perceptions of the uses, value and quality of proposed products and/or services.

Primary research is based on statistical methodologies, and is conducted by, for example, targeted e-mail, telephone interviews, face-to-face interviews or focus groups, and it can be structured or unstructured, or exploratory or specific.


	
	
	In this criterion the learner is required to provide evidence that he or she has used an appropriate research methodology correctly in order to evaluate customers’ and potential customers’ perceptions of the uses, value and quality of proposed products and/or services and provide a solution or conclusion and/or recommendations.

	
	2.3 Identify competitor activity that may have an impact on the market for new or improved products and/or services

	Competitor analysis is undertaken to assess the relative strengths and weaknesses of existing and potential competitors in order to identify opportunities and threats.

‘Porter’s Five Forces’ model identifies five competitive forces that impact upon industries and markets, and is an example of a marketing framework that can be used to identify competitor activity and the intensity of competition within an industry.


	
	
	In this criterion the learner is required to provide evidence that he or she has identified competitor activity that may have an impact on the market for new or improved products and/or services.

	
	2.4 Assess the likely impact of customers’ culture and behaviour on potential sales
	Broadly speaking, ‘culture’ is an expression of patterns of learned behaviours, beliefs, and understanding and a way of doing things that distinguishes one society, or group, from another.

Culture determines many dimensions of daily life, such as what we wear and what we eat, and, of course, what we buy, and it is the responsibility of marketing to monitor the latest trends and changing values, behaviours and cultural influences over time.


	
	
	In this criterion the learner is required to provide evidence that he or she has used appropriate criteria to assess and make a judgment as to the likely impact of customers’ culture and behaviour on potential sales.

	3. Be able to manage the development of
new or improved products and/or
services

	3.1 Take action to ensure that proposals are consistent with organisational strategy, objectives and values
	The purpose of the ‘marketing strategy and development’ stage of NPD is to ensure that proposals for the development of new or improved products and/or services are consistent with the organisation’s strategy, objectives and values, including the marketing mix, segmentation and product positioning strategies and sales and profit forecasts.


	
	
	In this criterion the learner is required to provide evidence that he or she has taken action to ensure that proposals are consistent with organisational strategy, objectives and values.

	
	3.2 Assess the costs of developing new or improved products and/or services
	A business analysis to assess the financial viability and costs and benefits of the proposal is a requirement of NPD, including development costs, estimated market shares through the produce life cycle, and projected cash flows and contribution to profit.  


	
	
	In this criterion the learner is required to provide evidence that he or she has used appropriate criteria to assess and make a judgment as to the costs of developing new or improved products and/or services.

	
	3.3 Assess the viability of products and/or services by carrying out viability tests





	Viability, or test marketing, is a limited introduction of a product or a service that is undertaken in representative markets in order to gauge the reaction of probable buyers or users.

Viability tests are not part of the development of the product or service; they are a sample launching of a fully-developed product or service that is used to lessen the risk of product failure and to identify any weaknesses in the marketing mix or in the product or service itself.


	
	
	In this criterion the learner is required to provide evidence that he or she has used appropriate criteria to assess and make a judgment as to the viability of products and/or services by carrying out viability tests.

	
	3.4 Evaluate the degree of success of new or improved products and/or services

	The criteria established in determining which ideas generated during NPD should be pursued and which should be discarded will be used to evaluate the degree of success of new or improved products and/or services.


	
	
	In this criterion the learner is required to provide evidence that he or she has evaluated the degree of success of new or improved products and/or services using appropriate criteria in order to provide a conclusion or recommendations.
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