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Toyota (Toyota Motor Corporation, Toyota City, Japan), Abbott Laboratories 
(Lake Bluff, IL), 3M (3M Company, Maplewood, MN), and American Express 
(American Express Company, New York, NY), view new product development 
as an ongoing, proactive process. They don’t wait until their products become 
obsolete or their competitors introduce newer, better products. Instead, proactive 
firms always look to stay ahead of the competition, allocate resources to antici-
pate market changes, and seize on new product opportunities in response to these 
changes.

CHANGING CONSUMER TASTES
Consumer tastes change over time, and businesses need to respond proactively to 
these changing needs. Food packages display terms such as “natural,” “organic,” 
and “healthy” more prominently now than in the past. That’s because consumers 
are becoming health conscious and are demanding healthy food products. These 
consumer preferences are forcing companies in the food industry to make signif-
icant changes, such as introducing products that are low in sugar and fat con-
tent. The Coca-Cola Company responded to these changes in consumer tastes 
by launching Coca-Cola Zero, which has a low-sugar content, as well as by promoting Dasani 
bottled water, one of the fastest growing consumer beverage segments in the marketplace. Changes 
in demographics such as consumers’ ages, locations, or ethnicities can also encourage the introduc-
tion of new products or variations of existing products. For example, the development of fitness 
trackers like Fitbit (Fitbit, Inc., San Francisco, CA), Jawbone (San Francisco, CA), Misfit (Fossil 
Group, Inc., Richardson, TX), and Garmin (Garmin Ltd., Schaffhausen, Switzerland) are a result 
of the expanded interest in using technology to monitor health and activity levels among fitness 
enthusiasts.2

CHANGES IN THE STAGES OF THE LIFE CYCLES OF PRODUCTS
In Chapter 2, we described the stages in a product’s life cycle: introduction, growth, maturity, and 
decline. Figure 4.1 shows the stages and examples of products in each stage. Although the time frame 
of a product’s life cycle can vary, the pattern remains the same: Slow sales growth when the product 
is first introduced, then rapid sales growth as the product is more widely accepted and used, followed 
by mature or steady sales, and eventually decline. Table 4.1 lists the marketing and operational and 
supply chain implications for each stage.

As a result of technological and consumer taste changes, the life-cycle stages of products are 
becoming shorter. Wooden wagon wheels and buggy whips were great-selling products for centuries. 
By contrast, black-and-white televisions, turntables, and vinyl records all had relatively shorter life 
cycles (although vinyl records are now becoming more popular again). Some people argue that LCD 
and plasma flat-screen TVs are already entering the decline stage and will soon be replaced by multi-
media online PC/TVs.

Because products are reaching the decline stage 
more quickly, companies are under pressure to intro-
duce new products or updated and improved versions of 
the old ones to stimulate sales. For example, Microsoft 
(Microsoft Corporation, Redmond, WA) introduced the 
Xbox 360—an improved version of the original Xbox.
Sony (Sony Corporation, Tokyo, Japan) revised its orig-
inal PlayStation by producing a smaller version called 
PSOne and a slimmer, more powerful version called 
PlayStation 3.

CHANGES IN TECHNOLOGY
Advances in technology can enable companies to stay 
ahead of the competition and avoid product obsoles-
cence by giving them strategic opportunities to intro-
duce new products and services that are less expensive 
and of better quality. For example, miniaturization 
technology enabled Sony to produce and market a 
whole new class of portable consumer electronics such 
as radios, cassette tape recorders, the Sony Walkman, 
and CD players.

Why Product and  
Service Innovations 
Matter

To remain relevant and competitive in their 
markets, companies need to introduce 
innovative new products and services 
and to update existing products and 
services to meet their customers’ needs. 
Successful operations managers possess 
the skills needed to develop, manage, 
and successfully launch a new product or 
service.
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FIGURE 4.1: Four Products and Four Stages of the Product 
Life Cycle
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