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INTRODUCTION

     This report is concerned with two types of marketing concepts, preannouncement and beta-testing.  In this report I will explain each concept and compare and contrast the pros and cons of each.  I will also include recommendations for each concept.

PREANNOUNCEMENT

     Preannouncement is a formal, deliberate communication given before a firm actually undertakes a particular marketing action such as a price change, a new advertising campaign, or a product line change.  More than one audience may be targeted, such as customers, competitors, shareholders or distributors.  The timing of preannouncements may range from a few weeks in advance of a market introduction to many months (Eliashberg and Robertson, 1988).

     Preannouncing behavior is described as a form of market signaling.  This signal conveys information and ideas to every individual in the market place.  The signal sender has several decisions to make in advance.  For example, whether to send the signal, when to send it, and to whom the signal should be directed to.

     Preannouncement is the preferred form of competitive signaling because of its absolute versatility and ambiguity.  According to Kalish and Lilien, "preannouncing gives the pioneering firm the potential ability to position its product in the most profitable segments to later market entrants.  Preannouncing also can help the firm develop initial levels of opinion leader support and favorable word of mouth needed to accelerate the infusion of the innovative product" (1986).  Preannouncements can be used to preempt competitors.  By preannouncing its own plans for entry into profitable markets, barriers can be created for other firms by leaving them the smaller, less profitable segments. 

     Another competitive advantage of preannouncement is the perception of "first on the market".  A customer might postpone a purchase of a competitors product in anticipation of the future availability of its product.  However, a firm must be careful not to announce prematurely.  "A company doesn't want its competitors to know what it is doing, consequently, they do not want a premature announcement" (Summer, 1992).  A competitor could steal the idea before the firm has the ability to market the product.

     In light of all the advantages are the risks involved.  A firm's reputation may be damaged in the event of failure to deliver as promised.  Competitors could be prompt to reacting more strongly and aggressively than they do to other competitively oriented moves, since the time frame for response is shortened (Gatignon and Bansal, 1987).  Also the product is subjected to cannibalism if the firm is slow in the development of the product (premature announcement).

     For a product that requires customer learning and application before the adoption process takes place, preannouncing a new product would be very beneficial.  Preannouncement should be consistent with the purchase decision of customers.  If decisions are normally made over a six month timetable, a six-month preannouncement time frame would be most appropriate.  Preannouncement also helps customers accept radical innovations or discontinuous movements.

     Another factor to consider is the switching costs.  Under conditions of high switching costs,  preannouncing would be used as a means of encouraging advance planning for changeover.  Preannouncements may also begin the process of educating customers about how to change over with minimum disruption and costs (Porter, 1980).  For example, AT&T often has commercials to announce to the public new services that are available to the consumer.  AT&T also includes the price for switching over to AT&T in the commercial (usually it is free).  This is a form of preannouncement.

BETA-TEST

     By definition, a beta test is "a real world test of a system after it has passed all its laboratory tests" (Sweetland, 1988).  This is a test to collect data on the core product to determine the reliability of the product.  A firm will have potential customers use a prototype of the product and use their feedback to see if it meets all the requirements of the consumer, before it goes into mass production.  These clients usually are already using the company's products.  The hope is that in the wear and tear of everyday use, manufactures can more precisely target the features and performance of the final product (Blount, 1992).

     There are several other advantages for manufactures to beta testing.  In addition to the data on the core product, a beta program can test and refine the product, adding other characteristics to the final product that would benefit the customer (Bender, 1986).  Beta programs also provide research to help determine the appropriate marketing mix to support the product (Forbis,1981).  Beta testing can used as a sales promotion device.  It alerts selected customers to an important product launch.  Key customers are usually the opinion leaders.  Their acceptance of a new product can have an impact on reducing the uncertainty of the product to the general public.  

     In order to control "customizing" a product, a manufacturer might choose several test sites.  The beta sites should be representative of the product's key target markets and be firms which will push the product to its useful limit in the test.  However, this can very costly, although many manufacturers believe the tradeoff is worth it.

     Another problem for test marketers is the time cycle - how long it takes to get a product from the lab to the street with out compromising its salability or quality.  In the process of taking things one step at a time, a firm risks leaks to competitors.  Shorter cycle times are needed.  Also with a long cycle time, information and feedback can become hopelessly outdated.  By moving inception of manufacturing up, more issues can be found and solved (Blount, 1992).  

     In addition to advantages for a manufacture, firms can benefit from being selected as a beta site.  One of the most popular reasons is getting a jump on competition with new technology, especially in computers.  With businesses so competitive,  any small advantage can make a difference in market share or profit.  Also businesses can have a say in the final product to make sure it what the company needs.  Sometimes training is needed for a product.  A beta test site could get that training for less or free, therefore increasing the productivity of its employees.  Or a price break could be offered on the final product (Uttal, 1993).

     There are disadvantages for a company to beta testing.  The risk of the effects the new technology can have on the existing programs.  Resources can be drained and the costs more than originally foreseen.  Frank Dodge , co-founder of McCormack & Dodge, advises companies to avoid becoming a beta test site unless their existing systems are at least five years old, they no longer keep up with user demand, patching them costs more than replacing them, or completely fails to meet their needs (Uttal, 1993).

SUMMARY

     As one can see, there are many things to consider when testing and announcing a new product.  Before announcing the product a firm must be reasonably sure of the reliability of the product.  The timing of the announcement has to be right.  Also the product has to directed to the proper customers.

     Before a company beta tests a product they have to select a proper site, decide if the wait of the time cycle would be beneficial, and the costs.

     Many companies choose to do one or both.  A company can start a beta test of a product  and, if it looks promising, preannounce the product.      

