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1. PRODUCT DEVELOPMENT STRATEGY 

Growing business requires strategic change in business 

operations, including the necessity of research and development 

(R & D) functions to introduce new products to the existing 

customers or market. As part of a successful product 

development strategy your role will require to have a greater 

appreciation of the new emphasis on marketing. This will result 

in supplying data and assessing the implications of changes in 

the following key areas. 

 

a. Assessing Customer Needs 

In assessing customer needs, the marketing department can use 

questionnaires for customer and group of user. Understanding 

the customer needs is very important for people who are in 

charge or dealing with customers, since they are the first to hear 

about the product or service. If you manage a team that deals 

with customers, you will have the opportunity to collect 

preliminary data that may appear negative but may offer an 

opportunity for your organization to meet customer needs more 

completely. Understanding what the real needs of customers and 

how they can be interpreted in product development is critical to 

success when using this strategy. For example, a complaint of 

customer about a spilled oil of car engine when it is the time for 

replacement oil causes the addition of a single funnel with 

engine oil packaging. 

 

b. Brand Expanding 

This is a common method of launching a new product using an 

existing brand name on a new product with a different category. 



 

 
4  Training for Product Development 

 

 

A company can use brand extension to increase its existing 

customer base and brand loyalty. In order to succeed this 

strategy, it is recommended to maintain connection between the 

original and the new product. 

 

c. Packaging 

Packaging is all activities that related to designing and producing 

containers for products. This packaging is important because it is 

the first encounter between the consumers and the product. 

Good packaging attracts consumers and drives product choices. 

As a result, it can act as "critical five seconds" for the product. It 

also affects the experience of using the product later when the 

consumer opens and uses what is inside. Some packaging even 

can be displayed attractively at home. 

 

The Use of Packaging as a Marketing Tool 

• Supermarket 

In a supermarket that has 15,000 items, buyers usually pass 

an average of 300 products per minute. Given that 50 to 70 

percent of purchases are made in the store, effective 

packaging should perform many sales tasks such as: draw 

attention, portray product features, create consumer 

confidence, and make a profitable overall impression. 

• Consumer prosperity 

Increased prosperity means consumers are willing to pay a 

little more for the convenience, appearance, reliability, and 

prestige of a better package. 

• Company and brand image  

Packaging contributes to the instant recognition of a 

company or brand.   
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• Opportunities for innovation. 

A unique or innovative packaging can bring great benefits to 

consumers and profits to manufacturers. Companies are 

always looking for ways to make their products more 

convenient and easier to use, even setting premium prices if 

needed. 

 

The Purpose of Packaging 

 Identify of brand  

 Deliver descriptive and persuasive information to consumers  

 Transportation handling and to protect the product  

 Simplify storage at home. 

 Simplifying consuming the product 

 

Several factors that contribute to the increasing use of packaging 

as a tool for marketing. 

 

Use of Color for Brand and Packaging 

• Red symbolizes joy, energy, passion, courage and being 

brave  

• Orange connotes hospitality and fun. It combines red energy 

and yellow warmth. 

• Yellow, as the color of the sun, equated with warmth, joy and 

happiness. 

• Green, as the natural color, connotes health, growth, 

freshness and renewal. 

• Blue, as the color of the sky and the sea, is related to 

dependence, trust, competence and integrity. 

• Purple represents nobility, wealth, and wisdom. It combines 

blue stability and red energy 
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• Pink is considered to have a soft, peaceful and entertaining 

quality. 

• Chocolate, as the color of the earth, connotes honesty and 

addiction. 

• Black is seen as classic, strong and balanced. 

• White connotes purity, innocence, and cleanliness 

 

Color is an important aspect of packaging and brings different 

meanings across different cultures and market segments. Colors 

can determine the brand, from the Cadbury candy purple and the 

UPS chocolate truck. Orange, the telecom carrier, uses color as 

both its name and appearance. 

 

Labeling, Warranty, and Warranty 

 Labeling identify, assess, explain and promote products  

 Assurance is a formal statement from the manufacturer 

regarding the expected product performance  

 A warranty is a promise to the general satisfaction or 

complete 

 

Labels have several functions. First, identity of the product or 

brand, for example the name Sunkist stamped on oranges. 

Second, label can also declare the product class; the quality of the 

canned peaches can be labeled classes A, B, and C. Third, label 

also describes the product: who it is, where and when, what it 

contains, how to use it safely. Fourth, label also promotes the 

product through an attractive graphic design. 

All sellers are legally responsible to meet normal or reasonable 

expectations of the buyer. Products with warranty may be 

returned to the manufacturer or repair center designated for 
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repair, replacement, or refund. Either expressed or implied, the 

guarantee is valid by law. 

Many sellers offer both of general and special guarantees. 

Warranties reduce the perceived risk of the buyer. They can 

argue that high quality of products and company and the 

performance of service is reliable. They can be very helpful when 

companies or products are not known or when product quality is 

superior than the competitors. 

 

2. OPTIONS FOR NEW PRODUCT 

• Buying another company  

• Purchase patents from other companies  

• Purchase a license or franchise from another company  

• New goods to the world (really new, not yet existing)  

• Enhance existing products 

 

A company can add new products through acquisition or 

development. At some point, they need organic growth, namely 

the development of new products from within. New products 

range from new goods to create an entirely new market or minor 

improvements (minor revisions) of existing products. Most new 

product activities are aimed to improve the existing products. 

Continuous innovation can expand the brand's meaning and also 

force competitors to catch up. 

 

a. Challenges in New Product Development 

Companies that fail to develop new products cause themselves to 

be vulnerable to changing customer needs and tastes, shortening 

product life cycles, increasing domestic and foreign competition, 
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and especially new technologies. A highly innovative company is 

able to repeatedly identify and quickly seize new market 

opportunities. They create positive attitudes toward innovation 

and risk taking, making routine innovation processes, practicing 

teamwork, and allowing their people to experiment and even fail. 

 

Many established companies focus on incremental innovation, 

entering new markets by tinkering with products for new 

customers, using variations on core products to stay one step 

ahead of the market, and creating temporary solutions to 

problems facing the industry. Newer companies use technology 

to produce cheaper products that might change the competition 

map. Established firms are usually slow to react or invest with 

new technologies because they threaten their investments. 

 

b. The Failure of New Product  

 The market is fragmented 

 Social, economic, and government constraints  

 Development costs  

 Lack of capital  

 Shorter development time  

 Poor time launch  

 The product life cycle is shorter  

 Lack of organizational support 

 

The failure rate is estimated to be as high as 50 percent or even 

95 percent in the United States and 90 percent in Europe. The 

reasons are many: market research is ignored or misinterpreted; 

estimated market size is too large; high development costs; poor 

design or ineffective performance; incorrect product positioning, 
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advertising or price placement; inadequate distribution support; 

a tough competitor; and inadequate ROI or payback.  

 

c. Organizing New Product Development 

• Department of new 

• Venture team  

• Skunkworks  

• Community practice  

• Crowdsourcing  

• Stage gate system  

 

Large companies often form new product departments led by a 

manager with great authority, access to top management, 

responsibility for generating and filtering new ideas, working 

with R & D department, and conducts field testing and 

commercialization. 

3M and Dow have commissioned the development of new 

products on the venture team, a cross-functional group which is 

required to produce certain product or business development. 

This intrapreneur freed from other duties and given a budget, 

timeframe, and setting "skunk work" or informal work, where 

they work to develop new products. 

Community practices are often placed on internal websites 

where employees from different departments are encouraged to 

share their knowledge and skills with others. 

The internet allows companies to engage external participants in 

the process of developing new products in a rich and meaningful 

way. 
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Through crowdsourcing, paid or unpaid, outsiders can offer the 

required expertise or a different perspective on a task or project 

that might be overlooked. 

Many high-end companies use a stage gate system to divide the 

innovation process into stages, with gates or checkpoints at the 

end of each stage. The project leader, working with cross-

functional teams, should carry a set of outputs for each gate 

before the project can pass to the next stage. To move from the 

business plan stage in product development requires a 

convincing market research study of consumer needs and 

interests, competitive analysis, and technical assessment. The 

senior manager reviews the criteria at each gate to make one of 

four decisions: move, cancel, hold, or recycle. 

 

3. NEW PRODUCT DEVELOPMENT PROCESS 

 

The stages in the new product development process are as 

follows. 

1. Developing an idea (idea generation) – Is the idea worth 

considering? 

2. Filtering idea (the idea of screening) – Is the product idea 

compatible with the company's objectives, strategies, and 

resources? 

3. Concept development and testing – Can we find a good 

concept consumers said they would try? 
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4. Marketing strategy development – Can we find a cost 

effective, affordable marketing strategy? 

5. Business analysis – Will this product meet our profit goal? 

6. Product development – Have we got a technically and 

commercially sound product? 

7. Market testing – Have product sales meet expectation? 

8. Commercialization – Does the product sales meeting 

expectations? 

 

a. Generating an Idea 

 Interact with employees  

 Interact with outsiders  

 Learning from competitors  

 Adopt creativity techniques  

 The new product development process begins with an 

idea search. Some marketing experts believe we find the 

greatest opportunity and the highest for new products to 

unveil a set of customer needs unmet or technological 

innovation. New product ideas can actually come from 

interacting with different groups and using creativity 

techniques.  

 Employees can be a source of ideas for improving 

production, product, and hope.  

 

Top management can also be the main source of ideas. 

 Driven by open innovation movement, many companies 

utilize external sources of new ideas, including customers, 

scientists, engineers, patent attorneys, university and 

commercial laboratories, industry consultants and 
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publications, channel members, marketing and 

advertising agencies, and even competitors.  

 Companies can find good ideas by researching products 

and services from competitors and other companies. They 

can know what customers like and do not likes about 

product competitor. They can buy their competitors' 

products, analyze and build better. They can ask their own 

sales representatives and middlemen to provide new 

product ideas.  

 Internal brainstorming session can also be very effective if 

done correctly. 

 

b. How To Find Ideas For New Product 

 Session informal meeting customers'  

 The time lag for technical people  

 Brainstorming customer  

 A customer survey  

 Session meetings with customers  

 Keyword search to scan trade publications  

 Using trade show as intelligence missions  

 Visiting the laboratory suppliers 

 

c. How to Attract New Ideas from Customers 

 Observe customers using the product 

 Ask the customer about the product issues 

 Ask the customer about the expecting product 

 Use the customer advisory board 

 Use website 

 Figure out the community of brand enthusiasts 
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d. Development for Commercialization 

 physical prototypes 

 Customer tests: alpha & beta testing 

 

Work of translating customer needs into a target of prototypes, 

assisted by a set of methods that are known as quality function 

deployment (QFD / Quality Function Deployment).  

QFD methodology retrieve a list of attributes desired customer 

(CA / customer attributes) generated by market research and 

turn it into a list of engineering attributes (EA / engineering 

attributes) that allows engineers. 

 

The purpose of the R & D department is to find prototypes that 

embody key attributes in concept-product reports, safe in use 

and normal conditions, and can be produced in budgeted 

production costs. When the prototypes are ready, they must be 

entered through rigorous functional and customer tests before 

they enter the market. The product alpha test is done within the 

company to see how it performs in different applications. After 

completing the advanced prototype, the company moves for beta 

testing with customers. 

Formal methods are needed to ensure that everyone is working 

on a design project knowing the design goals and being aware of 

the interrelationships of the various parts of the design. Similar 

communication is required to translate customer's voice to 

technical design requirements. 
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Deploying the Quality Function (QFD / Quality Function 
Deployment) 

 

 
 

QFD uses a series of matrix diagrams that resemble connected 

homes. The first matrix dubbed a quality home, changing 

customer needs into product design characteristics. Home 

quality has six parts: 1) customer requirements, 2) competitive 

assessment, 3) design characteristics, 4) relationship matrix, 5) 

matrix tradeoff, and 6) target values. 

Let's see how these parts are interconnected by building a 

quality house for steam irons. Customers say they want an iron 

iron that can solve the iron quickly, remove wrinkles, not stick 

on the fabric, provide enough steam, leave no spots on the cloth, 

and do not scorch the cloth. These attributes are incorporated 

into the customer needs section. To simplify, the attributes are 

grouped in a category called "ironing well." Next we ask our 

customers to rate the list of requirements on a scale of 1 to 10, 
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with 10 being the most important. Our customers provide a 

score of 9 to iron quickly and not to wipe the fabric as the most 

important attribute. The second attribute group, called "easy and 

safe to use" is built in the same way. 
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Next, we do a competitive assessment. On a scale of 1 to 5 (with 

the highest 5), customers evaluate our irons (we will call them 

"X") against competitor irons, A and B. We see that our irons are 

superior to the customer attribute of ironing quickly, eliminating 

wrinkles, providing enough Steam, has an automatic circuit 

breaker, and is not easily damaged when it falls. So there is no 

urgent need to increase these factors. However, we get bad 

grades for attributes not sticking, leaving no marks, quick heat, 

cold fast, and not too heavy. This is the order determiner and we 

need to improve these factors so that the product can be 

considered for customer purchase. None of the irons that 
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perform well for attributes do not burn the cloth, or do not burn 

the skin when touched. Maybe we can get a purchase if it can 

meet these requirements. 

To change the product design to meet customer needs, we need 

to translate the requirements for measurable design 

characteristics. We list characteristics such as the energy 

required for ironing, iron weight, footprint size, and others at the 

top of the matrix. In matrix bodies, we identify how design 

characteristics relate to customer needs. Relationships can be 

positive, plus or minus, strong relationships designated with a 

circled "+" sign, or a "-" sign. Check the pluses and minuses on 

the line "if it is not broken if it falls". We can ensure that the iron 

is not damaged when it falls by increasing the weight of the iron, 

increasing the footprint size, increasing the thickness of the 

tread plate, or adding a protective cover. From these options, 

making thicker treads has a strong impact. 

Characteristics of product design are also interrelated, as shown 

in the roof of the house. For example, increasing the thickness of 

the tread will increase the iron weight, but reduce the energy 

needed to iron. Also, a thick tread will reduce the flow of water 

through the hole, and increase the time it takes to heat or cool 

the iron. Designers must take into account all these factors when 

determining the final design. 

The last part of the house adds a quantitative size to our 

characteristic design characteristics. Comparing X irons to 

competitors A and B, we found that our irons were heavier, 

bigger, and had thicker soles. Also, it takes longer to heat and 

cool, but it takes less energy to iron and produce more steam 
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from other irons. To decide which design characteristics need to 

be changed, we compare the impact of estimated changes with 

cost estimates. We assessed these factors using a general scale, 

from 1 to 5, with 5 being the most. As long as the estimated 

change impact exceeds the estimated cost, we need to make 

changes. Thus, we need to change some product characteristics 

in our new design, such as iron weight, footprint size, thickness 

of the soleplate, the material used for the soleplate, the number 

of holes, the time it takes to heat, and the time it takes to cool. 

Next is to visualize to the design team to discuss the target 

values of these product characteristics using the data provided at 

home quality as the focal point.  
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House quality does not tell the team how to change the design, 

just tell the characteristics what to change. The team decided 

that the weight of iron should be reduced to 550 grams, the size 

of the soleplate from 20cm to 12.5 cm, the thickness of the 3 cm 

tread, the material used for the soleplate is silver stone, the 

number of holes 30, the time to heat 30 seconds, and Time to 

cool 500 seconds. The house of quality for steam iron is finish. 
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e. Testing the Market 

• Testing the market for the consumer goods 

• Testing the market for the business goods 

 

Once the management is satisfied with its functional and 

psychological performance, the product is ready to be branded 

with a name, logo, and packaging and go to the market test, if 

desired. Consumer goods tests attempt to estimate four 

variables: trial, first repeat, adoption, and frequency of purchase. 

Business goods can also benefit from market testing. 
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Commercialization raises the company's highest cost for now. 

The company may will require a contract for manufacturing, or 

possibly build or rent a full-scale manufacturing facility. Most 

new product campaigns also require a sequence of market 

communications tools to build awareness and ultimately 

preference, choice, and loyalty. 

 

f. Commercialization Factors 

 When (Timing) 

Suppose a company almost finishes for new product 

development and learns its competitors near the end of its 

development work. 

 

The company faces three choices: 

1. First Entry  

Companies that enter the market as the first will be able 

to enjoy the benefits of being the first mover by locking in 

major distributors and customers and gaining leadership. 

But if rushing to the market before the product is fully 

assured of error, the first entry could backfire. 

 

2. Paralel entry  

May the entry time of company is coincides with the 

inclusion of competitors. Markets may pay more 

attention when two companies advertise new products. 

 

3. Late Entry  

The company may delay its launch until the competitor 

has borne the cost of market education, and the product 
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can reveal the weakness that the end-user can avoid. The 

end participant can also study the market size. 

 

 Where (Geography Strategy) 

Most companies will develop the planned market launch 

from time to time. In choosing a launch market, the key 

criteria are market potential, local company reputation, 

market entry costs, media communication costs, regional 

influences in other areas, and competitive penetration. Small 

companies choose interesting cities and use flash campaigns, 

entering other cities one by one. Large companies introduce 

their products to the whole region and then move on to the 

next one. Companies with national distribution networks, 

such as automotive companies, launch new models 

nationwide. 

 

 To Whom (Target Market Prospect) 

In the launch market, companies should target initial 

distribution and promotion for the best prospect groups. 

Ideally, this should be targeted early adopters, heavy users, 

and opinion leaders to be able to achieve low cost. 

 

 How (Introduction to Market Strategy) 

Since new product launches often take longer and cost more 

than expected, many potentially successful offers suffer from 

underfunding. It is important to allocate enough time and 

resources but not to spread money as a new product 

advantage that has an appeal in the marketplace. 

To coordinate multiple tasks in launching new products, 

management can use network-planning techniques such as 
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critical path scheduling (CPS), which develops graphs 

showing simultaneous and sequential activities that must 

occur. 

 

4. NEW PRODUCT ADOPTION PROCESS BY CUSTOMER 

Adoption is an individual decision to become a regular user of a 

product and followed by a consumer loyalty process. New 

product marketers are usually targeting to early adopters and 

using innovation diffusion theory and consumer adoption to 

identify them 

 

a. Stages In Adoption Process 

An innovation is any product, service or idea that is perceived as 

something new, no matter how long its history. Everett Rogers 

defines the innovation diffusion process as "the dissemination of 

new ideas from sources of discovery or creation to adopters or 

end users." The process of adoption of new products by 

consumers is the mental step that a person has taken since 

obtaining information about an innovation to the final adoption 

stage: 

 Consciousness (awareness) – Consumers are becoming 

aware of the innovation but lack of information about it. 

 Interest – Consumers are stimulated to seek information 

about innovation. 

 Evaluation – Consumers consider whether to try innovations. 

 Trial – Consumers trying to increase its estimate of the value 

of innovation. 

 Adoption – Consumers decided to take full advantage of the 

innovation and use regularly 
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New product marketers must facilitate movement through these 

stages. A manufacturer of water filtration systems may find that 

many consumers are stuck in the stage of interest, but they do 

not buy because of the uncertainty and huge investment costs. 

However, the same consumer will be willing to try using a home 

filtration system if offered a small monthly fee. Manufacturers 

should consider offering a trial plan with an option to purchase 

 

b. Factors Affecting Adoption Process 

Marketers should recognize the following characteristics of the 

adoption process: 1) differences in individual readiness to try 

new products, 2) the effects of personal influence, 3) differences 

in adoption rates, and 4) differences in organizational readiness 

to try new products. Some researchers focus on the diffusion 

process of use as a complementary model of the adoption 

process to see how consumers actually use new products.. 

 

 

5. READINESS TO TRY NEW PRODUCTS AND PERSONAL 

INFLUENCES  

Everett Rogers defines one's innovation level as "the extent to 

which an individual is relatively early in adopting new ideas 

compared to other members of his social system". Some people 

have become the first adopters of a new clothing fad or new 

equipment, some doctors there being the first to write 

prescriptions using new drugs. 
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After a slow start, a number of people began to increase in 

adopting innovation, the number reached its peak, and then 

decreased until the remaining few non-adopters.  

 

There are five different groups of adopters in their value 

orientations and motives to adopt or reject new products based 

on the results of research conducted Everett Rogers in 1985. The 

five groups of adopters based on the findings are: 

a. Innovators (2.5%) are technology fan; They are brave and 

enjoy playing with new products and master the ins and outs. 

In return for a low price, they are happy to do alpha and beta 

testing and report initial weaknesses. 

b. Early adopters (13.5%) are the opinion leaders are carefully 

looking for new technologies that may provide dramatic 

competitive advantage. They are less price sensitive and 

willing to adopt products if given personalized solutions and 

good service support. 

c. Early majority (34%) are those who are pragmatic and 

adopt new technology when the benefits have been proven 

and many have adopted it. They memb entuk conventional 

market. 

d. Late majority (34%) are conservative skeptics who refuse 

risk, price sensitive and shy. 

e. Laggards or slow (16%) are those who are bound to 

tradition and resisting innovation status quo is no longer 

tenable. 
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6. PLANNING FOR PRODUCTION AND SALES 

After the product is determined to be offered to the market, the 

next steps is to create a production plan and sales plan, as 

explained below. 

 

a. Production Plan 
 
The Importance of Production Standards. 
Before making a Production Plan of a product, fisrt is to 

formulate or develop the standards used to make the product 

concerned. The point is, not only make an estimate of its cost 

alone, but also important for the taste of food is made as 

expected (if it's food), weight, shape, and other sizes. If we coded 

a food product with A001, then all A001-coded food products 

should be of the same shape, similar to taste, equal in size, 

equally weight, all must be equal in each production. 

• The overall shape, appearance, size, taste, and color of the 

product is called Product Design. 

• While the stages of activities to make production are called 

Procedures or commonly referred to as procedures. 

 

The importance of adequate Equipment 

The complete equipment is half the work (German saying). The 

meaning is not only help ease the work, but also to maintain the 

quality of the products which are made. During the experiment 

or to their own interests, simple equipment may be able to 

create the appropriate products with hope. But for commercial 

interests, adequate equipment is very important because it will 

be faced with a limited amount of time and labor costs. That 

need to be addressed when using the new equipment, is learn 
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more first how to use and maintenance of that right and doing 

experiments first. 

 The equipment used to make the products which usually 

lasts more than one year, called the capital goods. 

 Fund for the purchase of capital goods is called investment. 

 The cost of the use of capital goods in the production of 

certain goods is calculated as depreciation cost. 

 
b. Estimate the production cost 
The cost is "sacrifice of economic source, which is measured in 

the unit of money, which has occurred or is likely to occur for a 

specific purpose". Great to know the cost of the products is 

important for various purposes, among others: 

• Prepare the budget (estimates of funds required for the 

production); 

• Estimates net profit and loss of business; 

• Help define the selling price of which compete. 

• The cost to create a product is categorized into three parts, 

namely: 

• The cost of the ingredients 

• Labor costs 

• Overhead costs 

 

The cost of the ingredients is all the cost required to make the 

materials directly related to the products which are made. For 

example to create 1 kg shredded fish gurame, required materials 

(including herbs) with the standard as follows: 
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No The number and the name of the 

iiingredientsingredients/spices 01 1.6 kg Fish Gurame 

02 1 young coconut seeds shred 

03 6 tablespoon cooking oil 

04 50 grams red onion 

05 25  grams garlic 

06 2 teaspoon coriander, nut 

07 6 great red chilies, pips removed 

08 2  tablespoon sugar 

09 1 finger turmeric 

10 2  teaspoon salt 

11 4 bay leaves 

 

Using the standard, we can prepare the cost estimates of the 
ingredients and record the cost budget at the time of purchase. 
The example is as follows: 
 
The standard and the cost of the ingredients for the production 
of 1 kg of Shredded Fish of Gurame. 
 

No 
The number and the name of 

the ingredients/spices 

The 
budgeted 
cost (Rp) 

Real cost 
(Rp) 

1 1.6 Kg Fish Gurame . . . . . . . . . . . . 

2 2 young coconut seeds shred . . . . . . . . . . . . 

3 6 tbsp cooking oil . . . . . . . . . . . . 

4 50 grams Red Onion . . . . . . . . . . . . 

5 25 grams garlic . . . . . . . . . . . . 

6 2 teaspoon coriander, nut . . . . . . . . . . . . 
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7 6 large red chilies, pips removed . . . . . . . . . . . . 

8 2 tbsp sugar . . . . . . . . . . . . 

9 1 finger turmeric . . . . . . . . . . . . 

10 2 teaspoon salt . . . . . . . . . . . . 

11 4 bay leaves . . . . . . . . . . . . 

12 
The allocation of the 
transportation cost of Purchase 

. . . . . . . . . . . . 

  
The amount of the cost of the 
ingredients for 1 kg Shredded 

20 . . . . . . 

 
When buying the ingredients, then we will find the cost of the 

ingredients. It is very possible the cost for this is different with 

the costs estimated or budgeted, may be higher or lower.  In line 

with the experience, we can revise the estimated cost approach 

the cost. 

Labor costs is a reasonable reward for the people involved make 

the products directly. The wages for people doing sales is sales 

costs, not labor costs for production. For example to produce 10 

kg shredded until it is ready to be sold, work required one person 

for 6-8 hours (1 days). If we can assume that a reasonable 

reward for one day is Rp open market rates,- and labor costs 

per kg shredded is Rp open market rates / 10 = Rp4.000 per 

kilogram. 

Overhead costs are all costs associated with the production 

process in addition to the cost of materials and labor costs 

above. As the above example, to make shredded fish gurame, 

required equipment such as the grinder fish, stoves and gas 
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Producti

Direct 
Cost of 

Labor 
Costs

stove. The use of tools such as the stove and the mill is not based 

on the purchase price, but based on the depreciation cost of the 

use of the appliance. If a collection of depreciation cost is very 

small so we can be a rough estimate (rule of thum), for example 

Rp500,- per 10 kg shredded, while the gas needed to poach fish 

is 0,5kg seniai with Rp3.500, then we can claim overhead 

Rp4.000,- per 10 kg shredded, so that the overhead costs per 

kg of Rp 400,-. 

 

Jika materials costs for each one kg shredded Rp 20.000,- labor 

costs Rp4.000 per kg and overhead costs of Rp 400 per kg, then 

we can claim that the production cost per kg shredded above 

Rp24.400. 

 

 

 

 

c. Calculate the Gross Profit 
After the known cost of production cost Rp24.400, per kg, so we 

can sell at the price above from the production cost in order to 

provide the benefits. But you should find more information at 

the first price in the market shredded. 

If the price in the market is Rp open market rates,- then you 

stand a chance to do business with adequate shredded results, 

because there is a difference between the cost of production 

which has been calculated earlier (Rp24.400 per kg) with a 
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wide market prices, namely: Rp open market rates - Rp24.400 = 

Rp 13.600. 

But if the market price has only Rp30.000, you need to find out 

why the price can cheapest. Whether derived from the 

ingredients (fish) is cheaper than you expect? If the answer is 

yes, then you need to navigate the business get fish supply with 

the price < Rp 20.000 so that the difference with the selling 

price with adequate costs. For example, acquired material 

prices (fish) Rp17.000 per kg, so that the production cost can 

be pressed to Rp21.400.- so there will be a difference between 

the selling price with the cost of the production of the market, 

namely: 

Rp30.000 - 21.400 = Rp8.600,- per kilogram. 

• Rp 9,000 mentioned above is called the Gross Profit per kg 

or per unit of production. Gross Profit = selling price - cost of 

production 

• Called Gross Profit, because it does not include the cost of 

sales and other (if available). 

 

d. Estimated Cost of Sales 
If the west, or the sellers must be paid, then the payment is the 

cost of sales. For example, for sellers in the market night, we 

must pay dues Rp 15,000,- all-in-one.  Consider shredded and 

your salespeople selling will be brought to the market night 

enough with motorcycles only, and we assume that the cost is Rp 

imprisonment,- and sales costs for one time salespeople 

selling in the market night is Rp 20.000,- (let us assume that 

there is no other cost again that means). Cost of sales of Rp 
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20.000 is still. This means that the behavior or not behavior that 

we will sell shredded, cost Rp 20.000 still occur. 

• Cost of sales is still = The cost of that size is not influenced by 

the results of the sale in the amount of time/specific sales 

activities 

•  

e. Calculate the break even point 
As the above example, let us suppose that you want to sell 

shredded self production, production costs Rp21.400 per kg, 

keep costs of sales in the market night is Rp 20.000,- If you plan 

to sell at the price of Rp30.000, means will get dirty or Profit 

Margin contribution of Rp8.600 per kilogram. If you are only 

able to sell 2 kg then obtained the gross profit is Rp17.200. But 

the compensation of Rp 2,800 Rupiah. If you are able to sell 3 kg 

at the price of Rp30.000,- per kg, then obtained the gross profit 

of Rp8.600 x 3 = Rp 25,800 rupiah,- and obtain a net profit of Rp 

5,800 Rupiah (25.800 - Rp 20.000). See the following list: 

The LIST OF EARNINGS SHREDDED SALES - Night Market 

Kg 

(1) 

 Sales results 

(2) = 

(1) x 30,000 

The cost of 

production 

(3) = 

(1) x 21.400 

Gross 

Profit 

(4) = (2)-

(3 

Cost of 

sales (5) 

Net income 

statement 

(6) = 

(4) - 
(5) 

 
1 

 
30,000 

 
21.400 

 
9,000 

 
20,000 

 
- 11.400 

 
2 

 
60,000 

 
42,800 

 
17.200 

 
20,000 

 
-2,800 

 
3 

 
90,000 

 
64.200 

 
25.800 

 
20,000 

 
5800 
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4 

 
120,000 

 
85.600 

 
34.400 

 
20,000 

 
14.400 

 
5 

 
150,000 

 
107,000 

 
43,000 

 
20,000 

 
23,000 

 

So, to avoid loss in selling in the night market (with an example 
of the price and the cost of the above), then you must sell as 
much as: 

 Keep costs / Gross Profit per kg = Rp 20.000 / Rp8.600 
= 2,326 kg. 

 
The proof: 

 

The sale   2,326 x Rp30.000  = Rp 69.780 

The cost of production 2,326 x Rp21.400  =  49.780 

Gross Profit 2,326 x Rp8.00  = 20,000 

Cost of sales (Fixed) =  20,000 

The Net Profit = 0 

 
The situation is not lost nor profit in the above mentioned is 

called break even point. So the value of sales of Rp69.780 

called with break even point in the rupiah. While the value of 

sales of 2,326 kg is break even point in units roughly you must 

sell at least 2 kg 3.5 ounce shredded to avoid losses. 

In order to know the point is reached the above, you can create 
an action plan related to the price. For example, from the 
experience of sellers in the night market, it is very difficult to sell 
more than 5 kg at the price of Rp30.000. Let us assume that the 
average sales in each market night of 5 kg, so it needs to be two 
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times the market to spend the night of the production of 10 k 
shredded. While the profit obtained every night market is: 

 
Sale:   5 kg x Rp30.000 = Rp 150,000 

Production cost:  5 kg x Rp21.400 =  107,000 

Gross Profit:  5 kg x Rp8.600 = 43,000 distinct items 

Cost of sales (Fixed) =   20,000 

The Net Profit = 23,000 
 

If the price was lowered to Rp 27,000 per kg, and sales can be 
expected to increase to 10 kg, then the net profit will be 
obtained: 

 

Sales of 10 kg x Rp27.000 = Rp 270,000 

The cost of production 10 
kg 

X Rp21.400 =   214.000 

 
Gross Profit 10 kg 

 
X Rp 5,600 
Rupiah = 

 
56,000 

 
Cost of sales (Fixed) 

 
= 

 
  20,000 

 
The Net Profit 

 
= 

 
36,000 

 

Sold at the price of Rp30.000 per kg, sold by 5kg, net profit = 

Rp23.000 

Sold at the price of Rp27.000 per kg, sold by 10kg, net profit = 

Rp36.000 
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The above example is not intended to suggest you absolutely to 

lower the price because the price is not the only one that 

determines the amount of sold. This is only one way that could 

be taken to improve your revenues each sellers in the market by 

night from the aspect of price. But the selling price is very 

important to consider because of high prices do not always give 

the end result (net) the high because less behavior). Rather low 

price, often give great advantage (because the number of units 

sold increased) as the above example. We can play with the 

price to create subscriber. The evidence we have successfully 

created the customer with a price policy is when consumers do 

re-purchase because they believe that you give the best price. 

The consistent image of a seller credibility in the point of view of 

consumers in a positive and sustainable impact, may not be 

obtained in the night, but one night (in the market night) still 

determine. No doubt, consumers will see and interpret with his 

own way against the price you specify how you communicate 

with customers, and so on. Customs that made the seller when 

sellers will form the specific image quickly or little by little. As a 

result, the image of the good will create loyal customers and will 

most likely increase. The negative image is not created customers 

(not happen re-purchase) and potential buyer can be reduced. 

How to calculate the point of i break even if the sellers through 

facebook or other internet media? How to count them with the 

case above. The difference is the cost of sales is calculated per 

month. 

For example the price of Smart Phone Rp1.800.000,- and 

assumed the age of economically smart phone is two years. 
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Means Depreciation Cost smart phone an average of the average 

per month: Rp1.800.000,- / 24 = Rp75.000,- Pulse for regular 

card (which could not die or change the number) for example Rp 

50.000 rupiahs per month, pulse for the data packet internet 

Rp120.000 per year which means Rp 10.000,- per month. We 

can arrange the cost of sales as a fixed cost per month, namely: 

 

Depreciation Cost Smartphone per month : Rp 75.000 

Phone Pulse costs per month : 5,000 

The cost of the Data Plan Internet per month  :  10,000 

The number of sales costs per month (fixed) : 135,000 

 

Thus we must be able to produce a gross profit of Rp135.000 per 

month to reached break even point. The Bigger fixed costs, the 

bigger break even point. To calculate the break even point of 

sales, simply use the previous formula:   

Fixed costs / Gross Profit per unit 
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WHAT IS DIGITAL MARKETING? 

Marketing Institute defines digital marketing as "the utilization of digital technology to 

create an integrated, targeted and measurable communication to acquire and retain 

customers while building a deeper relationship with them." 

We can also state that Digital Marketing is a practice that promotes products and services 

by using distributed database channels online to reach consumers in relevant ways, 

personal and with small cost. Thus, Digital Marketing is basically something that is related 

to the ideas that are poured in the digital world. The benchmark of success is when the 

products offered is talked or responded by the public. 

What's the difference between the old Digital Marketing and the latest Digital Marketing? 

Old Digital Marketing using media or promotional devices such as TV, Radio, Billboard, 

Newspapers, Magazines etc. The latest digital marketing, promotes with the latest Digital 

Technology tools with the Internet as the primary means of communication, which utilize 

various channels such as: bebsite, Blog, Social Media (Facebook, Twiiter, Instalgram), and 

others. Its means that the internet has became the main source of the latest digital 

marketing, and now it has become more powerful, affordable and effective to gain direct 

feedback and more easier to interaction and monitoring. While consumers who is 

targetted must have a computer device or gadget. 

 

 

The disadvantaged of traditional / old digital Marketing is do not provide instant 

feedback and reports. Of course, some people may respond to act from an advertisement 

displayed in media, but there is no way how to know the number of people who see or 

hear it. The data is collected with a long time, after the advertisement is displayed. 

Meanwhile, online digital media it’s enables business organizations to see in real-time 
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how marketing campaigns work, such as what's being viewed, how often, how long, and 

other responses like the rate and purchases already made. Online Digital Marketing can 

be distributed more faster and wider, rather than traditional marketing communications.          

 

 

WHY DIGITAL MARKETING? 
Survey conducted by the Association of Internet Network Providers Indonesia (APJII) in 

2016 revealed that there are about 132 million more Indonesians are now connected to 

the internet. Most access to handheld devices or gadgets (smartphones and tablets). 

Penetration of mobile services reached 112%, exceeded of the population of Indonesia. 

How can ? Maybe you already know the answer: Indonesian people have unique behavior 

in using gadgets. Having 2-3 gadgets is a common thing in Indonesia. So no wonder, if the 

number of mobile service users in Indonesia could exceed the number of population, 

maybe even the future penetration can reach 200%. 

While the number of Smartphone users (screenagers) reached 95,847,646 or 38% of the 

population. This amount is higher because of its growth is also high inline with the 

increasingly affordable price Smartphone. This means that ordinary mobile phone 

increasingly eroded, replaced by Smartphone that flooded Indonesia. Social media 

internet increasingly in demand. More than 132 million Internet users, the survey stated 

by APJII, Facebook is the most social media accessed by internet users in Indonesian, with 

the number of 71.6 million users (54 percent). Social media to share photos and short 

video Instagram managed to win the hearts of Indonesian internet users with the number 

of users reached 19.9 million (15 percent), then followed by YouTube that pocketed 14.5 

million (11 percent). 

Minister of Communications and Informatics at the Indonesia E-Commerce Summit & 

Expo (IESE) 24/072016 stated that e-commerce transaction in Indonesia in 2016 is 

estimated to reach IDR 394 trillions. This number will continue to rise with high growth 

and in 2020 could be reached Rp1.710 trillion. Will mall still need along with the 

blooming of online store? To be sure, the sales outlet (local agent) airline ticket has fallen, 

because people today buy ticket by opening the smartphone. 

We can conclude, the market has changed, consumers are changing, digital consumers 

are getting bigger, digital market increasingly exist.        
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SNAPSHOT 

255.461.124 

Total Population  

 

51% Urban  

49%  Rural 

281.963.665 

Active Mobile 
Subcription 

 

112% 

Mobile Subsription 
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132.000.000 

Internet Users 

 

 

 

  

 50% 
Internet  

Penetration 

 

95.847.646 

Smartphone Users 

 

38% 

Smartphone 
Penetration 

 

71.600.000 

Facebokers 

 

28% 

Facebook 
Penetration 

 

 

 

DIGITAL CONSUMER BEHAVIOR 

Survey of Accenture for 28,000 respondents in 28 countries, including Indonesia, 

reported 5 digital consumer behavioral trends in Indonesia, namely:  

1. Multiplier Effect. The use of smart devices in Indonesia is likely to be higher than the 27 

other countries that participated in this survey. About 99 percent of consumers homeland 

has been using mobile applications for communications services, while total other 

countries globally only 87 percent. Of these, 75 percent of Indonesian consumers have 

understood mobile payment transaction services and 53 percent of them take advantage of 
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online course services. This shows that technology plays a major role in the life of digital 

consumers. Not just to communicate, but also various other activities that previously could 

be done without the internet like watching movies or playing games, and looking for 

information.  

2. You, Me, and the Internet of Things. The result od research shows that 85 percent of digital 

consumers are included in the early adopters (those who update to the latest technology 

products) are still difficulties optimally use the gadget. Gadgets that are included in this 

research is the wearable category, such as smartwatch, smart sports devices, entertainment 

devices in the car, and home security devices.  

3. Lost in Transmission. Digital consumer demanded real-time connectivity with the world 

through a smooth and fast internet connection. However, this research shows that 78 

percent of digital consumers in Indonesia are also concerned with the security of 

financial transactions and 60 percent of priority to privacy when surfing in cyberspace.  

4. The Way You Make Me Feel. The big name of a brand is no longer serves to melt down the 

hearts of digital consumers. Suppose, research shows that only 16 percent of digital 

consumers are willing to buy the latest gadgets brand new. Even if the price does not exceed 

their budget is less than 10 percent. Not because stingy, but digital code natively. Now it is 

more critical than the previous generation. Information technology has made them more 

aware that a good product is not only sophisticated, but also provide completed services after 

sales and reliable.  

5. Brand Engagement. Today's digital consumers quite easily turn into another “brand”. It is 

not because they are unfaithful to a particular product brand, but because they are now more 

focused on the right service, simplicity in messaging, conformity, quality, privacy, and 

product. In fact, 73 percent of digital consumers in Indonesia expressed readiness to move to 

other service providers in order to get good services. 
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Survey of APJII 2016 
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Nowadays, a lot of consumers in Indonesia is began to using online shopping via 

smartphone. 95 percent of smartphone users is use their mobile phone to research 

products or services and 57 percent of them is using their mobile phone to shop. This is 

important information for you who have an online business to start optimizing the look 

of your website for mobile devices. 

Smartphones and tablets are the most frequently devices to use. Indonesian people 

mostly accessed the internet at home and even at home they often used their gadget 

(Smartphone & Tablet) to access the internet. 

 

http://startupbisnis.com/wp-content/uploads/2014/12/Slide14.jpg
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Smartphones are very attached to them. In fact, there are about 29% using smartphones 

to watch TV shows. Smartphones are most widely used when sleeping on mattresses and 

quite a few also use them while waiting for something. 

 
 

Price is no longer the main thing for online shopper. In this fast-paced era, time is 

very valuable, 72% of online shopper prefer to shop online because they want to save 

their time rather than save money. Price is no longer everything in the online world, the 

ease and the speed with which it becomes their reason to shop online. 

SMALL BUSINES does not need to create its own site, because its maintenance must 
deploy cost, effort and time. Need SEO, SEM, SMM & SMO 

http://startupbisnis.com/wp-content/uploads/2014/12/Perilaku-E-Commerce-2.jpg
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Indonesia is the second most Facebook users in Asia  

 

 

  

http://databoks.katadata.co.id/datapublish/2016/08/05/pengguna-media-sosial-januari-2016
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The Pareto’s Principle to Marketing 

 80% of profits come from 20% of customers 

 80% of product sales from 20% of products 

 80% of sales from 20% of advertising 

 80% of customer complaints from 20% of customers 

 80% of sales from 20% of the sales team 

 20% of inputs creates 80% of the outputs 

 20% of effort leads to 80% of the results 

 20% of causes lead to 80% of the consequences 

 

 

APPLICATION  
What do the small entrepreneurs need to get into Digital Marketing?  

a. Smartphone with minimum specs 1GB RAM and 8GB ROM, with an 
8MP rear camera (higher is better).  

b. An e-mail for deploying forever.  
c. A mobile phone number for good.  

 

Practices: 

 Bukalapak.com 

 Tokopedia.com 

 olx.co.id 

http://www.smartinsights.com/wp-content/uploads/2014/05/Paretos-80-20-rule.png
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 Facebook, especially the sale of a local forum. 

TIPs 

 A ll In One and One for All. 

 Provide short but complete product information 

 Timing to upload (Facebook) 

 Use all free communication media (Messenger, WhatsApp, line, BBM, 

and SMS). 
 

 

 

 


