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The objective of this master’s thesis was to examine the role of 
preannouncing in innovation launch strategy. Preannouncing was studied 
from three different angles that were preannouncement usage, 
preannouncement timing and preannouncement goals and from two 
different perspectives that were the firm’s internal strategy and the 
external circumstances. The firm’s internal strategy encompassed the 
product strategy the firm had chosen. The external circumstances 
consisted of the industry, the nature of competition and the nature of 
market. Additionally, the product’s performance in the short term was 
studied in order to be able to speak out whether it is advantageous to 
preannounce.  
 
The empirical study was conducted as a partial replication study. The data 
for the empirical part was collected with a wide mailing and Internet 
enquiry in October 2008 – June 2009. Sample (N = 713) consisted of 
Finnish firms representing different industries and innovation activities. 
The data collection produced 272 answers and thus, the final response 
rate of the study was 38.15 %. The data was analyzed by using Microsoft 
Excel and statistical analysis program SAS Enterprise Guide.  
  
As a conclusion, the major results indicate that even if the firms use 
preannouncing quite often (54.8 % of the respondents), preannouncing 
behavior cannot be explained by industry. However, out of other external 
circumstances, the customer related turbulence affects on preannouncing 
usage. It was also revealed that the product type has an effect on 
preannouncing behavior. Additionally, preannouncement timing was 
noticed to differ according to audiences (distributors and end users). 
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Tämän pro gradu -tutkielman tavoitteena oli selvittää ennakkotiedot-
tamisen rooli innovaation lanseerausstrategiassa. Ennakkotiedottamista 
tutkittiin kolmesta näkökulmasta, joita olivat ennakkotiedottamisen käyttö, 
ennakkotiedottamisen ajoitus ja ennakkotiedottamisen tavoitteet. Näitä 
näkökulmia tarkasteltiin yrityksen sisäisen strategian sekä ulkoisten 
olosuhteiden kautta. Yrityksen sisäinen strategia käsitti yrityksen 
valitseman tuotestrategian. Ulkoiset olosuhteet puolestaan koostuivat 
toimialasta sekä kilpailun ja markkinoiden luonteesta. Lisäksi tuotteen 
toteutuneita suoritustavoitteita lyhyellä aikavälillä tutkittiin, jotta voitaisiin 
todeta, kannattaako ennakkotiedottaminen. 
 
Tutkielman empiria-osa suoritettiin osittaisena replikaatio-tutkimuksena. 
Aineisto kerättiin laajana posti- ja Internet-kyselynä lokakuun 2008 ja 
kesäkuun 2009 välisenä aikana. Otos (N = 713) koostui suomalaisista 
yrityksistä, jotka edustivat eri toimialoja ja joilla oli omia innovaatio-
toimintoja. Aineistonkeruussa saatiin yhteensä 272 vastausta, joten 
tutkimuksen vastausprosentti oli 38.15 %. Aineisto analysoitiin käyttämällä 
Microsoft Exceliä sekä tilastollista järjestelmää, SAS Enterprise Guidea.  
 
Tärkeimpinä johtopäätöksinä voidaan todeta, että vaikka ennakkotiedot-
tamista käytetään yrityksissä melko usein (54.8 % vastanneista), sitä ei 
voida selittää eri toimialoilla. Sen sijaan, asiakkaiden tarpeiden ja 
mieltymysten muutostiheyden sekä tuotetyypin havaittiin vaikuttavan 
ennakkotiedottamisen käyttöön. Lisäksi paljastui, että ennakkotiedot-
tamisen ajoitus eroaa sen mukaan, suunnataanko ennakkotiedote 
jakelijoille vai loppukäyttäjille 
. 
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1 INTRODUCTION 

 

1.1 Background of the research 

 

Innovation is commonly recognized as the foundation of the firm’s growth 

and as a primary source of competitive advantage (Sorescu et al. 2007, p. 

468). Companies have to grow over time by either developing new 

products or expanding into new markets. Product development influences 

on the future of the firm so that new products or renewals of the existing 

products can increase firm’s sales or at least keep the sales at the current 

level. (Kotler and Keller 2006, p. 633) 

 

Since an innovation was born, it has to be commercialized or, in other 

words, launched to the market in order it to achieve success. Launching a 

new product is a critical stage of the development process of any new 

product and the success of the new product depends crucially on how well 

the launch is implemented (Beard and Easingwood 1996, p. 87). Recently, 

the role of product launch has grown within the firms. Launching has 

become a part of firm’s continuous operations, because without the 

launches of the new or renewed products the competitiveness of the firm 

and the conditions to stay in the market will weaken. Thereby launch 

marketing has been taken as a permanent part of the firm’s overall 

marketing. (Rope 1999, pp. 12–13)  

 

It is very challenging for the firms to succeed in launching. Pure good 

product and successful communication about the product do not 

necessarily lead to the success. It is important to ensure that every part of 

the launch process is in harmony with each other. (Rope 1999, p. 14) In 

other words, the wholeness has to be in line with the details.  
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When starting to build the details of the launch the purpose of the basic 

marketing decisions is to create that kind of solution with whom the firm is 

able to reach competitive advantage in the segments it has chosen. The 

solution should be based on the company’s strategy and it should contain 

the competitive weapons of the marketing i.e. synergetic marketing mix. 

Decisions on competitive weapons should not be made as separate 

decisions but the target is to create a compatible wholeness of the launch 

decisions. (Rope 1999, p. 73; Anttila and Iltanen 2001, p. 161) This means 

the decisions of product, price, marketing channel (place) and marketing 

communication (promotion) of the product to be launched i.e. the basic 

“4P” decisions.  

 
The marketing communication of the launch consists of four elements: 

information services, advertising, sales promotion and personal selling. 

The elements affecting on the communication decision are the selected 

target group, other elements of the “4Ps” (product, price and marketing 

channel), the communication decisions of the firm’s other products and the 

strategic goals of the product launch. The target of all of the above 

mentioned elements is to lead the product from complete unfamiliarity to 

the market so that the selected target group is at least willing to test the 

product. (Rope 1999, p. 103) Preannouncing is marketing communication 

and it can be used as a means of making the product familiar to the 

market.  

 

However, even though it is widely known that marketing activities play an 

important role in the firm’s overall operations and especially in the new 

product’s launch process, the reality reveals something else. The lack of 

marketing knowhow among Finnish firms has emerged as an important 

topic in the public discussion during the past few years. Especially Finnish 

software companies are said to suffer from the lack of understanding 

customers’ business and from the short of sales and marketing knowhow 

that occurs as minor investments in sales and marketing activities 

(Kasvufoorumi 08 Loppuraportti 2008, p. 49). Traditionally, Finnish firms 
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have been led by engineers and they have strong technical knowhow, but 

as soon as the marketing actions should be carried out, the knowhow 

decreases significantly (Okkonen 2008). This weakens the company’s 

success possibilities in the global markets.  

 

Overall, Finnish software companies succeed well internationally in 

technological knowhow and in developing technological innovations, but 

commercialization of technology is in a weak level. The most of the 

software companies invest well in research and development, but only a 

little in sales and marketing. This reveals the lack of appreciation of sales 

and marketing in the Finnish innovation system. It should be kept in mind 

that as good as the product is, it does not sell itself automatically, but 

requires active sales and marketing in order to create sales and demand. 

(Kasvufoorumi 08 Loppuraportti 2008, pp. 26–27) 

 

One of the reasons why there is a lack of marketing knowhow among 

Finnish companies is found from the recent history: the Eastern Trade with 

former Soviet Union did not need much of sales and marketing. It was 

enough for Finnish companies to take care of the production capacity. 

(Tuohimaa 1994) Today, the situation has changed and improvements 

should be done.  

 

Tikkanen (2006, p. 52) sees investments in marketing and marketing 

knowhow as a central factor when converting technological innovations 

into internationally successful business. Also Ollila (2006, p.195) is of the 

opinion that technological knowhow solely is not enough when competing 

internationally, but strong knowhow in commercialization of products and 

trade concepts is needed, too. Moreover, investments in the marketing 

and sales education are needed in the society level in order things to be 

changed. Underestimation of sales and marketing will decrease only if 

attitudes and the common climate changes. (Kasvufoorumi 08 

Loppuraportti 2008) Finland needs transcendent marketing in order to be 
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able to survive in the international competition (Tikkanen and Vassinen 

2010, p. 116).  

 

This study tries to clarify one small part of marketing knowhow among 

Finnish firms today: the role of preannouncing in innovation launch 

strategy. This study, being a part of a larger research, aims to describe the 

current status of preannouncing behavior among Finnish firms, while the 

larger research around this study reveals more profoundly the present 

innovation launch practices in Finland.  

 

1.2 Research objectives and research questions 
 

The aim of this thesis is to provide a holistic view on preannouncing. After 

conducting a wide literature review, it was noticed that preannouncing is 

typically studied among others whether it is advantageous (e.g. Calantone 

and Schatzel 2000; Kohli 1999; Lilly and Walters 1997; Schatzel and 

Calantone 2006; Sorescu et al. 2007; Wu et al. 2004) or disadvantageous 

(e.g. Calantone and Schatzel 2000; Crawford and Di Benedetto 2008; Heil 

and Robertson 1991; Herbig and O’Hara 1998) to the firm, and what kind 

of timing preannouncing usually has (Kohli 1999; Lilly and Walters 1997; 

Sorescu et al. 2007). Moreover, product- (e.g. Crawford and Di Benedetto 

2008; Farrell and Saloner 1986; Calantone and Schatzel 2000; Lilly and 

Walters 1997) and firm-related (e.g. Eliashberg and Robertson 1988; 

Herbig and O’Hara 1998; Lilly and Walters 2000; Schatzel et al. 2001; 

Schatzel and Calantone 2006) issues emerged from the literature. This 

study collects these previous findings under a collective theoretical base.  

 

Moreover, this study aims to follow the recommendation of Lilly and 

Walters (1997) to examine the phenomenon of preannouncements across 

industries and countries to better understand the breadth and depth of 

preannouncements. Therefore, the objective of this study is to clarify the 

role of preannouncing in innovation launch strategy among Finnish firms 
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representing different industries. Hence, the main research problem of the 

research is:  

 

 What is the role of preannouncing in the innovation launch 

process? 

 

In order to find an answer to this main question, preannouncing is studied 

from three different angles that are preannouncement usage, timing and 

goals, and from two different perspectives that are the firm’s internal 

strategy and the external circumstances. The firm’s internal strategy 

encompasses the product strategy the firm has chosen. The external 

circumstances consist of the industry, the nature of market and the nature 

of competition. In addition, this study aims to speak out whether it is 

advantageous to preannounce. Hence, the supportive research questions 

are as follows: 

 

 Does the preannouncement usage differ according to the firm’s 

product strategy, industry, the nature of market, and the nature of 

competition? 

 Does the preannouncement timing differ according to the 

audiences; distributors and end users? 

 Do the preannouncement goals differ according to the firm’s 

product strategy, industry, the nature of market, and the nature of 

competition? 

 Does preannouncing affect on the product’s performance in the 

short term?  

  

1.3 Literature review 

 

There is a multitude of studies and literature concerning preannouncing 

and new product launch which is the underlying theory of preannouncing. 

In this study, academic articles have been the primary source for building 
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the theoretical basis. A wide literature review concerning preannouncing 

and secondarily product launch, was conducted in order to find out the 

previous research findings and to position this study to the existing 

context.  

 

The theoretical basis begins with clarifying the preannouncing usage. As 

preannouncing can be seen as a part of product launch strategy, product 

launch is first presented as a background to preannouncing. In the 

literature product launch is often seen as a part of product life cycle 

(Crawford and Di Benedetto 2008; Rope 1999; Urban and Hauser 1993) 

or as a part of product development process (Cooper 1998; McDonald 

1995; Rosen et al. 1998; Urban and Hauser 1993). However, one should 

be careful not to distinguish these two approaches too much, because 

they actually contain elements from each other. There can be found a few 

models (see Beard and Easingwood 1996; Easingwood and Koustelos 

2000; Rope 1999) of the main stages of product launch from the literature. 

Product launch process also contains important strategic and tactical 

launch decisions (Crawford and Di Benedetto 2008; Di Benedetto 1999; 

Garrido-Rubio and Polo-Redondo 2005; Hultink et al. 1997; Hultink et al. 

1999; Hultink et al. 2000). Preannouncing is usually concerned within the 

high technology product context (Beard and Easingwood 1996; 

Easingwood and Harrington 2002; Lee and O’Connor 2003a and 2003b; 

Mohr et al. 2005) and there is not much examples of other products’ 

preannouncements in the literature. 

 

As one the purposes of this study is to find out what kind of timing and 

goals preannouncing firms use and identify, the literature revealed some 

previous findings around these topics. The timing of preannouncing may 

range form a few weeks in advance of a market introduction to months or 

a year or more (Eliashberg and Robertson 1988, p. 282; Herbig and 

O’Hara 1998, p. 18). Preannouncement timing has been studied more 

profoundly by Kohli (1999), Lilly and Walters (1997), and Sorescu et al. 

(2007). What it comes to the preannouncement goals, they are various. 
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Among others, preannouncing builds interest for the new product 

(Crawford and Di Benedetto 2008, p. 409; Easingwood and Harrington 

2002, p. 659; Herbig and O’Hara 1998, p. 18; Lee and O’Connor 2003b, p. 

16; Lilly and Walters 1997, p. 4), it encourages consumers to delay 

purchases until the new product becomes available (Eliashberg and 

Robertson 1988; Crawford and Di Benedetto 2008, p. 409; Lilly and 

Walters 1997, p. 4), and when preannouncing, the company can obtain 

feedback of the new product from customers (Herbig and O’Hara 1998, p. 

18; Lilly and Walters 1997, p. 4).  

 

As this study approaches preannouncing from two different perspectives, 

firm’s internal strategy and firm’s external circumstances, some previous 

findings around these topics can be found from the literature. However, 

first some background information about the necessity of new products to 

the firm’s long-term success and diffusion of innovations are provided. 

Because innovations are in the center of this study, a few studies of new 

products and product development are presented in order to clarify the 

necessity of new products to the firms (e.g. Barringer and Ireland 2008; 

Crawford and Di Benedetto 2008; Mullins and Walker 2010). Moreover, 

diffusion of innovations is discussed in short, because the success of new 

product depends on to what extend innovation is being adopted in the 

market. Rogers’ (2003) classification of the members in the social system 

into five different segments according to their innovativeness is shortly 

complemented by Moore’s (1999) finding of a chasm that lies between 

early adopters’ and early majority’s categories in the Roger’s model of 

diffusion of innovation in the high technology market.  

 

The firm’s internal strategy in this study means the firm’s product strategy 

it has chosen. It came out, when reviewing the literature that as 

preannouncing can be a part of product launch strategy, not all the 

products are being preannounced. The preannouncing literature identifies 

typical products with whom preannouncing is common or worth 

implementing. Products that exhibit network effects are typically 
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preannounced the most according to many authors e.g. Crawford and Di 

Benedetto 2008; Farrell and Saloner 1986; Herbig and O’Hara 1998; Lee 

and O’Connor 2003a. Moreover, preannouncements are common for 

complex, high technology products (Calantone and Schatzel 2000; Lilly 

and Walters 1997), and when the product requires substantial customer 

learning (Eliashberg and Robertson 1988; Herbig and O’Hara 1998), and 

when the new product has relatively high switching costs (Eliashberg and 

Robertson 1988; Herbig and O’Hara 1998; Lilly and Walters 1997).  

 

If not all the products are not being preannounced, nor do all the firms use 

preannouncing as a part of the product launch strategy. Such authors as 

Eliashberg and Robertson 1988, Calantone and Schatzel 2000, Herbig 

and O’Hara 1998, Lilly and Walters 2000, Schatzel et al. 2001, and 

Schatzel and Calantone 2006 identify firm-related features that either favor 

or oppose preannouncing. Moreover, the environment where the firm 

operates has an influence on preannouncing behavior (Eliashberg and 

Robertson 1988; Schatzel et al. 2003). Finally, preannouncing 

performance is being examined as whether preannouncing is 

advantageous (e.g. Calantone and Schatzel 2000; Kohli 1999; Lilly and 

Walters 1997; Schatzel and Calantone 2006; Sorescu et al. 2007; Wu et 

al. 2004) or disadvantageous (e.g. Calantone and Schatzel 2000; 

Crawford and Di Benedetto 2008; Heil and Robertson 1991; Herbig and 

O’Hara 1998) to the firm.  

 

1.4 Theoretical framework 

 

Based on the findings from the literature, the theoretical framework was 

built, which is illustrated in the figure 1. The starting point is innovations 

which are the products to be launched in this study. The launch theory and 

launch strategies are presented because preannouncing is seen as a part 

of the launch strategy. Preannouncing is studied in the sense of its role in 

the launch strategy.  



 

 

9
 

 

Figure 1. Theoretical framework of the study 
 

The main focus is in the preannouncement usage (i.e. whether a firm uses 

preannouncing as a part of a product launch strategy or not), 

preannouncement timing (i.e. when a firm preannounces its products to be 

launched and to whom preannouncements are directed), and 

preannouncement goals (i.e. what kind of goals there were set to the 

preannouncement strategy, when the firm had decided to use 

preannouncing). These three main preannouncement angles are studied 

from two perspectives that represent the firm’s internal strategy i.e. firm’s 

Innovation 

Launch strategy 
----------------------- 
Preannouncement 

strategy 

Firm’s internal strategy 
 

 Product strategy 
o product type 
o an independent 

product or a 
part of product 
family  

o version 
o standards 
o switching costs 

 

External circumstances 
 
 industry 
 nature of competition 

o competition 
turbulence 

 nature of market 
o market 

turbulence 

 Preannouncement 
usage 

 Timing 
 Goals 

 

Performance 
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product strategy, and the firm’s external circumstances i.e. the industry, 

the nature of market and the nature of the competition. This approach is 

chosen, because in this way, the role of preannouncing in the innovation 

launch strategy can be found out. Finally, the product’s performance in the 

short term is studied in order to be able to answer to the question whether 

it is advantageous to preannounce. 

 

1.5 Definition of concepts and terms 

 

The key concepts and terms of this study are briefly described here.  The 

brief definitions presented here are chosen because of their suitability to 

this study’s context.  

 

Product launch means bringing a new or renewed product into the market 

and its purpose is to gain commercial success (Rope 1999, pp. 16; 18). 

 

Preannouncing means a formal and deliberate communication before a 

firm actually takes a particular marketing action such as price change or a 

new advertising campaign. Preannouncement is usually directed to 

customers, competitors, share holders, employees and distributors. 

(Eliashberg and Robertson 1988, p. 282)  

 

Preannouncement timing may range from a few weeks in advance of a 

market introduction to months or a year or more (Eliashberg and 

Robertson 1988, p. 282; Herbig and O’Hara 1998, p. 18). The time 

between preannouncement and the product availability is a critical factor 

to the success of the new product (Lilly and Walters 1997, p. 9). 

 

Preannouncement goals are various. Preannouncing builds interest for the 

new product (e.g. Crawford and Di Benedetto 2008, p. 409), it encourages 

consumers to delay purchases until the new product becomes available 

(e.g. Eliashberg and Robertson 1988). By preannouncing, the company 
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can also obtain feedback of the new product from customers (e.g. Herbig 

and O’Hara 1998, p. 18). 

 

Product performance in this study was measured in the short term and the 

dimensions measuring this were defined as expansionary motives, 

profitability motives, extension and customer dimension.  

 

An innovation is an idea, practice, or object that an individual sees as new 

(Rogers 2003, p. 12). Invention, by contrast, is the conception of a new 

idea, and an innovation is the commercialization of an invention or a new 

idea (Riggs 1983, pp. 7–8). In this study an innovation means an end 

product or service. The product here is not a part of some other product, 

component, or an improvement of a previous version, but it can be a part 

of a product family. The product can be a physical or service or it can 

contain software elements or it can be a combination of all of these.  

 

Radical innovation cannot be compared with any existing practice, 

because the technology is so new that it creates a new product class 

(Mohr et al. 2010, p. 35).  

 

Incremental innovation contains minor improvements made with existing 

methods and technology (Mohr et al. 2010, p. 36).  

 

Market turbulence means changes in the composition of customers and 

their preferences (Jaworski and Kohli 1993, p. 57; Kohli and Jaworski 

1990, p. 14).  

 

Standards mean a specified form of a common, underlying architecture or 

a set of design principles for products offered by different firms in the 

market. Standards are usually based on particular specifications that 

define the underlying technical compatibility. (Mohr et al. 2010, p.36) 

Switching costs are one-time costs to the buyer of converting to the new 

product. Switching costs include not only the purchase cost of the new 
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product, but also the related costs of changing production or consumption 

systems. (Herbig and O’Hara 1998, p. 19) 

 

Network effects / externalities occur in situations where the value of a 

product increases as more users adopt it (Mohr et al. 2010, p. 37). Intrinsic 

or direct network externalities exist from the product itself whereas 

extrinsic or indirect network externalities arise from the fact that as more 

users adopt a particular product, it creates greater value for each 

customer (Lee and O’Connor 2003a; Mohr et al. 2010, p. 37). 

 

1.6 Delimitations 

 

This study concentrates on product launch and preannouncing theories. 

The signaling theory, upon which preannouncing theory is originally based 

on, is discussed only very short here. Preannouncing can be also seen as 

a means of marketing communication. However, marketing communication 

is not included as a theoretical base of this study, it is just touched very 

briefly. Most of all, preannouncing is seen as a part of product launch in 

this study and this view guides the theoretical foundation of this study.  

 

What it comes to empirical delimitations, innovations handled in this study 

were predefined to be launched within the past three years. Later product 

launches were not considered as valid to this study. Innovations, however, 

could have been various: physical products, services or containing 

software elements and additionally, being a combination of all of these. 

Moreover, it was predefined that the company should have launched 

innovations created by its own product development. This means that e.g. 

retailer activities were excluded from this study.  

 

The preannouncement audiences were also predefined into two different 

categories: distributors and end users. Thus, this study does not speak out 

what kind of audiences preannounces could possible have in Finland. 
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Additionally, the product’s performance was studied quite superficially 

concentrating only on the performance in the short term and even that 

based on the experiences of the respondents, not to any actual 

performance figures. 

 

1.7 Research methodology 

 

This study was conducted as a partial replication study which means that 

the research methodology applied here follows the methodology of the 

original study. The original study was carried out by Yikuan Lee and Gina 

Colarelli O’Connor who published an article of their research findings in 

2003 (Lee and O’Connor 2003b).  

 

First a wide review of academic articles and literature was conducted upon 

which the theoretical background was built. The empirical part of this study 

was carried out as a broad mailing and Internet enquiry. The questionnaire 

of the study followed partially the questionnaire of the original study by Lee 

and O’Connor, but partially it was completely new. The target group 

consisted of Finnish companies that represented different industries. At 

the starting point of the study there were 1 789 companies in the target 

group of the study, but the amount of participating companies declined 

when the data was being collected, because not all of the original 

companies were suitable for the study.  

 

The data was collected during the period from October 2008 until June 

2009. The data collection was divided into three different phases. At the 

first phase the firms were contacted by phone in order to find the correct 

firms suitable for the study. At this first phase also the correct contact 

person of the firm was searched and asked to commit himself to 

participate to the study. At the second phase the questionnaires were 

either mailed or emailed to the respondents. During the third phase the 

responses were followed so that the respondents were reminded by 
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reminder cards, if no reply was returned within ten days, and asked them 

again to answer the questionnaire. If there was still no reply the new 

questionnaire were mailed or emailed after seven days of the reminder 

card. 

 

The data was then coded and analyzed statistically by SAS-program. Also 

Microsoft Excel was used when descriptive analysis of the data was done. 

The collected data was originally very large, but this particular study 

concentrated only on the data of preannouncing.  

 

1.8 Structure of the study 

 

This study goes forward from the introduction to the theory chapters where 

preannouncement theory is discussed. The first theory chapter handles 

preannouncing usage, the timing and the audience of preannouncement 

and preannouncement goals. Moreover, as a background to 

preannouncing, product launch theory is discussed. The second theory 

chapter concentrates on the internal and external factors affecting 

preannouncing in this study. The firm’s internal strategy means basically 

the selected product strategy. In this connection, new products and 

diffusion of innovations are briefly examined as they are closely linked to 

this study.  

 

The theoretical chapters are followed by a methodology chapter, where 

methodology chosen and the details of it are discussed. The chapter five 

discusses the findings of the study. In the last chapter, the conclusions are 

drawn and the reliability and the validity of the study are discussed. 

Moreover, limitations of the research are described and future research 

recommendations are presented.  
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2 PREANNOUNCING USAGE 

 

Preannouncing is based on market signaling theory. A. Michael Spence 

(1974) studied market signals that, according to him, convey information to 

other individuals in the market. Spence (1974) investigated job market and 

he primarily examined job applicant’s education as a signal to the potential 

employer. Preannouncing behavior can be seen as a form of market 

signaling. Spence (1974) sees new product preannouncements as 

interfirm signals that communicate or signal information to competing firms 

or firms related in some way to the preannouncing firm. 

 

Preannouncement can also be seen as a strategic marketing 

communication tool. However, this study examines preannouncing as a 

part of product launch process and therefore signaling and marketing 

communication theories are not discussed profoundly. As Easingwood and 

Harrington (2002, p. 659) see preannouncing as an essential element of 

the first stage of launch, market preparation (see figure 5 in chapter 2.2.3), 

when the market is being prepared for the new product, the same 

perspective is also used in this study.  

 

2.1 Preannouncement definition 

 

The term preannouncement has been formulated in the literature recently. 

First, market signals have meant preannouncements. Later, in the 

literature there can be found terms announcements and prior 

announcements. Moreover, pre-launch information is often discussed. The 

most recent literature usually talks about preannouncements. In this study, 

the term preannouncement is used and that covers all the possible terms 

meaning product or service announcement done prior the actual product 

or service introduction in the market.  
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Preannouncement has been defined in many ways. Generally 

preannouncement means a formal (Eliashberg and Robertson 1988, p. 

282; Porter 1980, p. 76), deliberate (Eliashberg and Robertson 1988, p. 

282; Lilly and Walters 2000, p. 1) communication before a firm actually 

undertakes a particular marketing action such as price change or a new 

advertising campaign (Eliashberg and Robertson 1988, p. 282) or neglects 

it (Porter 1980, p. 76).  

 

Whereas Robertson et al. (1995, p. 1) define preannouncement as a 

publication or move that precedes an actual new product introduction. Also 

Chaney et al. (1991) emphasize that preannouncement is a form of 

communication that precedes a new product introduction. In addition to 

this, Lilly and Walters (1997, p. 5) state that preannouncements are 

complex activities that play a fundamental role in the new product 

introduction process of the firm.  

 

Preannouncements may be intentional or unintentional (Robertson et al. 

1995, p. 1) and they may contain direct or indirect indication of firm’s 

intentions, motives, goals, or internal situation (Porter 1980, p. 75). 

Preannouncements can focus on any future action and exhibit a wide 

range of lengths, specificity (Calantone and Schatzel 2000, p. 17), and 

formats (Calantone and Schatzel 2000, p. 17; Porter 1980, p. 76), 

depending on the particular competitor behavior involved and the media 

employed (Porter 1980, p. 76). 

 

Preannouncements contain information about the upcoming products 

before the product is available for purchase (Lilly and Walters 2000, p. 1). 

The contents of preannouncement may include information about new 

advertising campaign and price changes (Herbig and O’Hara 1998, p. 18), 

changes in licensing arrangements (Calantone and Schatzel 2000, p. 17), 

or financial information regarding prospective merges, acquisitions or 

earning reports (Herbig and O’Hara 1998, p. 18). The purpose of product 

or service preannouncements is usually to give detailed commitment to 
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specific development objectives, explanation or educative features, and 

time schedules (Herbig and O’Hara 1998, p. 18). Moreover, 

preannouncements can have different functions: they can be truthful 

indications of competitor’s motives, intentions, or goals or they can be 

bluffs. Bluffs are signals intentionally designed to mislead other firms. 

(Porter 1980, p. 76) 

 

Preannouncement is seen as a strategic market signaling tool (Herbig and 

O’Hara 1998, p. 18; Hoxmeier 2000, p. 115; Kohli 1999; Sorescu et al. 

2007, p. 468) and its range of function is wide and the messages often 

serve several objectives simultaneously (Herbig and O’Hara 1998, p. 18). 

The preannouncement signal sender must decide, whether to send a 

signal or not, when to send it and to whom to send it (Eliashberg and 

Robertson 1988, pp. 282–283; Herbig and O’Hara 1998, p. 18). If a firm 

receives a signal from a competitor, it requires correct interpretation such 

as signal’s probable function and its truthfulness (Herbig and O’Hara 1998, 

p. 18).  

 

Preannouncements can also be seen as strategic marketing 

communication tools (Calantone and Schatzel 2000, p. 17; Schatzel and 

Calantone 2006) that focus on a firm’s future plans and that are directed at 

different market participants (Schatzel and Calantone 2006). Moreover, 

Herbig and O’Hara (1998, p. 18) state that preannouncements are an 

increasingly applied concept of communication. In addition to this, 

preannouncements can be viewed as a communication form intended to 

inform and influence targeted audiences (Schatzel et al. 2001, p. 94).  

 

Preannouncements are said to be relatively fast, inexpensive to produce, 

and more believable than advertising and they provide an efficient and 

timely means of communication regarding future new product plans 

(Calantone and Schatzel 2000, p. 18; Schatzel et al. 2001, p. 82; Schatzel 

et al. 2003, p. 923). Preannouncements can be issued virtually 

instantaneously if necessary and they can create presence in new media, 
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which is important (Schatzel et al. 2003, p. 924). Preannouncements are 

often issued and approved by senior management and they are thereby 

usually assumed to reflect the mind-set of the firm’s leading strategists 

(Calantone and Schatzel 2000, p. 18). 

 

2.2 Background to preannouncing 

 

Preannouncing is closely a part of a product launch process and part of 

product launch’s tactics. Therefore it is worth taking an insight into product 

launch theory.  

 

Product launch means bringing a new or renewed product into the market 

(Rope 1999, p. 18). Product launch is often defined as product 

commercialization. Product launch’s starting point is the fact that a firm 

needs new products in order to survive and achieve profitable growth (Lee 

and O’Connor 2003a; Lindsay 2004; Rope 1999; Urban and Hauser 

1993). Firm’s profitability depends mostly on how the firm manages to 

make product decisions, improve current products and develop new 

products to the market (Mullins and Walker 2010, p. 261). Rivalry is hard 

and new product development and commercialization is a necessity for a 

firm’s existence (Cooper 1998). Effective product commercialization is a 

critical driver of top performance and proficiently conducted product launch 

activities are important to the product success (Di Benedetto 1999, p. 

531).  

 

The importance of product launch has grown in today’s firms’ marketing. 

International competition shortens product life cycles and innovations are 

rapidly available in the global market all over the world. Product launch 

has become a fixed part of firm’s operations. (Rope 1999, pp. 12–13) 

 

New product development and product launch is costly and risky business 

(Mullins and Walker 2010; Di Benedetto 1999). Behind the product launch 
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is a product development process, whose most important and expensive 

stage is the product commercialization (Beard and Easingwood 1996; 

Easingwood and Koustelos 2000; Rope 1999). Product launch is often the 

single costliest step in new product development (Di Benedetto 1999; 

Hultink et al. 1997). The costs of product commercialization will often 

exceed the combined costs of all earlier development stages (Beard and 

Easingwood 1996, p. 87).  

 

Not only the new product development is costly, while large investments in 

research and development, engineering, marketing research, marketing 

development, and testing are made before the product is introduced 

(Urban and Hauser 1993, pp. 4–5) but also the product commercialization 

phase requires financial commitments to both production and marketing 

(Crawford and Di Benedetto 2008, p. 373). Product launch is also claimed 

to be the least well-managed part of the overall product development 

process (Hultink et al. 1997, p. 244).  

 

Product launch is a critical stage for the success of the new product 

(Beard and Easingwood 1996; Garrido-Rubio and Polo-Redondo 2005; 

Lee and O’Connor 2003b). The success of the product is likely to depend 

strongly on how well the product is commercialized (Beard and 

Easingwood 1996 p.87; Lee and O’Connor 2003a, p. 241), but the risk of 

failure remains high even if the launch strategy would have been carefully 

planned (Easingwood and Koustelos 2000, p. 27).  

 

New product failure rates are remarkable and the cost of failure is large 

(Urban and Hauser 1993, pp. 4–5). They say that majority of new products 

do not succeed in the market (Mullins and Walker 2010, p. 262), but the 

exact failure rates range between 30 % (Beard and Easingwood 1996, p. 

87) to 50 % (Mullins and Walker 2010, p. 262; Lee and O’Connor 2003a, 

p. 241; Ogawa and Piller 2010, p. 65).  
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Both Beard and Easingwood (1996, p. 102) and Easingwood and 

Koustelos (2000, p. 33) notice that new product introduction for the first 

time offers the market a possibility to get to know it. That, how the 

introduction is done, is critical for the success of the product. When high 

technology products are concerned, the commercialization stage offers 

only a brief opportunity during which the product must be introduced and 

its status in the market has to be established (Beard and Easingwood 

1996, p. 87; Easingwood and Koustelos 2000, p. 27; Rosen et al. 1998, p. 

5). Innovation adoptation can be affected by investing in marketing 

communication according to Rosen et al. (1998, p. 5). 

 

Companies strive to develop and produce exactly what customers want 

and exactly the correct time to avoid product failures (Ogawa and Piller 

2010, p. 65). In other words, it is critical to understand customers’ needs, 

preferences and demands when developing new products (Mullins and 

Walker 2010, p. 262). However, forecasting the correct needs and 

potential sales is extremely difficult. Many new products fail not because of 

technical shortcomings but because they do not have a market. (Ogawa 

and Piller 2010, p. 65)  

 

According to Mullins and Walker (2010, p. 262) marketing research helps 

the firm to understand customers’ needs and preferences and thereby it 

also helps improving new product’s possibilities to succeed. However, 

Ogawa and Piller (2006) argue that traditional marketing research is not 

necessarily the best way to find out customers’ need. They propose that 

the firm takes the customers with the product development process, in 

order to be able to carefully find out the correct needs and requirements of 

customers. This means integrating customers into the product 

development process and it is called collective customer commitment. By 

this method, companies may avoid costly product failures. (Ibid., p. 65) 

 

Innovation is a high-risk activity and it is getting riskier as the lives of 

successful new products get shorter and as technological changes render 
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products outdated faster and faster (Urban and Hauser 1993, pp. 4–5). 

Moreover, product development cycles for high technology products are 

short, too, and are most likely becoming even shorter (Beard and 

Easingwood 1996, p. 87). 

 

In order to improve the practice at launch stage Lindsay (2004, pp. 8–9) 

suggests the firms to find out new, creative ways of thinking when creating 

successful launch strategies. By doing so, it is possible to avoid old 

mistakes and bring out new, fresh views that can help the firm to improve 

its position in the market (Ibid.). In addition to this, it is important to invest 

in marketing when expecting success at the launch stage (Crawford and 

Di Benedetto 2008, p. 373).  Wind and Mahajan (1987, cited in Robertson 

et al. 1995, p. 2), in turn, argue for the use of marketing hype in the new 

product introduction process in order to improve the chances of a 

successful launch. They recommend creating a favourable marketing 

environment for the introduction of the product by using a set of pre-launch 

activities, including preannouncing (Ibid.).  

 

2.2.1 Product launch in the product life cycle 

 

Product launch can be seen as a part of product life cycle (Crawford and 

Di Benedetto 2008; Rope 1999; Urban and Hauser 1993). The figure 2 

shows how the launch phase is located in the overall product life cycle. As 

it can be seen, the majority of the launch work is done before the product 

introduction. The product introduction stage is naturally the most visible 

phase of the launch.  
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Figure 2. Product launch in the product life cycle (adapted from Rope 

1999, p. 19) 

 

Product undergoes a product life cycle of introduction, growth, maturity, 

and decline (Urban and Hauser 1993, p. 4). Rope (1999, p. 19) places to 

the product life cycle also elements from the product development process 

as seen in figure 2. Crawford and Di Benedetto (2008, p. 407) see product 

launch not as one time announcement to the world that the new product is 

available, but as a launch cycle. According to Crawford and Di Benedetto 

(2008, p. 407) the launch cycle is an expansion of the introductory stage of 

the product life cycle.  
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As explained earlier, new products are a necessity for a firm’s existence. 

Urban and Hauser (1993, p. 4) propose that in the maturity or decline 

phase in the product life cycle a firm should take an active role to either 

expand the product line and extend the product life cycle, redesign the 

product to maintain superiority or develop a new product to maintain 

revenue. If new products are not developed, sales and profit will decline, 

because competition increases, technology and markets change, or 

innovations by other firms make existing products outdated. (Ibid.) 

 

2.2.2 Product launch as a part of product development process 

 

As it has been turned out earlier, behind the product launch is usually 

seen the product development process. Cooper’s (1998) five-phased 

stage-gate-process (see figure 3) is based on product development 

process. It helps firms to plan new product launch and improves product’s 

success possibilities in the market.  
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Figure 3. Five-phased stage-gate –process from idea generation to 

product launch and review (adapted from Cooper 1998, p. 105) 

 

In the last, fifth stage, launch and production processes are put into 

operation. This kind of long-term analytical examination from idea 

screening to commercialization eliminates the bad ideas and improves the 

success possibilities of the remaining idea(s). (Cooper 1998, p. 126) 

Cooper (1998) offers a militaristic grip to the product development and 

successful product launch. He describes product development as a war 

that one has to win, because only the best will win and succeed, and the 

runner-ups are left with nothing.   

 

Moreover, according to Rosen et al. (1998, p. 4) a firm should go through 

the following phases of product development in order to succeed in the 

product launch: idea creation, idea screening, concept testing, business 

analysis, developing marketing mix, and marketing and commercialization 

testing. In this way, going through these phases in advance, a firm can 

avoid product failures. Often may happen that a firm passes marketing 

testing, because it wants to rush into the market first before its 

competitors. (Ibid.) 

 

Also Urban and Hauser (1993, pp. 531; 555) state that new product launch 

is a part of new product developing process. Launch requires the most 
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marketing money and managerial resources. Successful new product 

launch consists of efficiently implemented advertising, selling, promotion, 

distribution, and service strategies. In other words, marketing and 

production must be well coordinated and integrated, and the timing of the 

launch planned carefully. (Ibid.) 

 

2.2.3 The main steps of product launch 

 

There are a few models how the main stages of product launch are 

described in the literature. In this chapter two models are presented. 

Moreover, other key findings considering product launch’s critical phases 

found from the literature are presented. Figure 4 shows the main stages of 

launch process presented by Rope (1999, p. 30).  
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Figure 4. The main stages of product launch process (adapted from Rope 

1999, p. 31) 

 

Rope’s (1999) multi-phased product launch process is based on the 

product development process. Central issue is that the launch is well-

planned and prepared. Moreover, the launch can be recalled if it turns out 

during the planning period that the launch is not worth implementing or 
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some other obstacles occur. The basic marketing decisions of the launch 

are made for the product, price, marketing channel and marketing 

communication according to Rope (1999, p. 73) and Anttila and Iltanen 

(2001, p.161). 

 

Beard and Easingwood (1996, pp. 90–91), Easingwood and Koustelos 

(2000, p. 27) and Easingwood and Harrington (2002, p. 658) found out 

that firms usually follow the launch process presented in figure 5 when 

launching high technology products. The objective of using launch tactic of 

this kind is to minimize the risk of product launch failure by planning each 

launch stage carefully in advance (Beard and Easingwood 1996). 

 
Figure 5. Process of launch tactic development (adapted from Beard and 

Easingwood 1996, p. 91 and Easingwood and Koustelos 2000, p. 27) 

 

The first stage, market preparation, consists of launch tactics that prepare 

the market for the new product. In this stage, interest is roused, and 

relationships are formed. Usually this stage takes place at the same time 

when the product is still under its development process. (Beard and 

Easingwood 1996; Easingwood and Koustelos 2000) Preannouncing is 

seen as a part of this preparation stage, while by preannouncing, the 

product to be launched is introduced to the market for the first time.  
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In the next stages, targeting and positioning, the product is targeted in the 

target market and it is positioned there in relation to the competitors. The 

last stage, attack or execution, the launch tactics planned to attack the 

target market are implemented. This last stage is the most visible stage 

and its purpose is to achieve the product launch’s goals. (Beard and 

Easingwood 1996; Easingwood and Koustelos 2000) Beard’s and 

Easingwood’s study (1996, p. 102) reveals also that when launching 

revolutionary innovations, the technical components of the product are 

emphasized and the positioning and attack tactics are more highlighted 

than targeting.  

 

In the literature, launch is often said to have same elements as a basic 

marketing plan. According to Hultink et al. (1997, p. 244) launch plan 

consists of identifying target markets, establishing marketing mix roles, 

forecasting financial outcomes, and controlling the project, which are also 

typical parts of a marketing plan. Urban et al. (1987, p. 252) for their part, 

found out that behind a successful launch there are effective advertising, 

sales, sales promotion and distribution strategies of the product. 

Preannouncing can be seen as marketing communication, because it 

makes the product known to the public; potential customers and other 

interest groups.  

 

Easingwood and Harrington (2002, p. 657) suggest, how a high 

technology product can be launched successfully via three steps: original 

product launch, re-development of the product (based on the user 

experiences) and re-launch of the re-developed product. Easingwood and 

Harrington (2002) respond to Moore’s (1999) discovery of the chasm that 

lies in between early adopters and early majority in the diffusion of 

innovations’ model (to be presented later in the chapter 3.1.2). 

Easingwood and Harrington (2002) present that the chasm can be avoided 

when planning the launch process according to their suggestions. The 

central issue in Easingwood’s and Harrington’s (2002) study is that the 

tree steps they define are taken into consideration in the beginning when 
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starting to plan product launch. In this way, the wholeness of the launch 

process is kept integrated and the firm has possibilities to influence on the 

success of the launch (Ibid.).  

 

Lee and O’Connor (2003a) present a conceptual framework of launch 

strategies employed in network effect products. The launch strategies they 

focus are pricing, bundling, targeting, and preannouncing. They state that 

for network effects products suit a different launch strategy than for normal 

products. Conventional launch tactics may even be harmful if used for 

network effects products. Network effects products’ success in the market 

depends on both product’s intrinsic value (i.e. product’s features) and 

extrinsic value (i.e. the size of the network and its connection to other 

users and complementary products). Increasing the intrinsic product value 

alone is not enough, but the growth of installed base (i.e. the users using 

the same product, when also the extrinsic product value increases) is the 

most important objective in the short run in order to improve the product’s 

success possibilities. (Ibid.)  

 

Winter and Sundqvist (2009) state that integrated marketing 

communication has a vital role, when launching high technology products 

and services. Their study reveals that the means of integrated marketing 

communication vary according to the size of the firm, industry type, 

product or service orientation and customer orientation.  

 

Hart and Tzokas (2000, p. 389) argue that all the sectors of the launch 

process have to be balanced and support each other in order to 

accomplish a successful product launch. They emphasize that no one 

marketing mix variable is solely responsible for product’s success, but their 

combined effect promotes success (Ibid., p. 402).  

 

Additionally, Hart and Tzokas (2000, p. 390) suggest that launch decisions 

consist of traditional ”4Ps”: product launch decisions, pricing launch 

decisions, communication (promotion) launch decisions and distribution 
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(place) launch decision. Decisions regarding the product deal with product 

positioning (see also Beard and Easingwood 1996 and Easingwood and 

Koustelos 2000). Preannouncing can be used as a part of communication 

launch decisions.  

 

Pricing launch decisions are essential. The price reflects its competitive 

positioning and for consumers, price may be a measure of product’s 

quality. The price has an influence on sales volume and financial 

performance. Until today, skimming pricing is supported for high 

technology products, because innovators and early adopters, who typically 

adopt the technology first, do not mind the price that much, but the 

technology itself. (Hart and Tzokas 2000, pp. 390–391)  

 

Hart and Tzokas (2000, p. 391) state that communication launch decisions 

involves PR, advertising, sales promotion and personal selling. They point 

out also that it is not yet completely known, which would be the most 

effective way of using these communication strategies when launching 

new product. However, Winter and Sundqvist (2009) argue that all the 

marketing communication should be integrated during product launch.  

 

Distribution is crucial in the acceptance and sales of new product as it 

determines the availability of the new product to the customers. The 

distribution channels chosen have to reflect the target market’s buying 

behavior and allow for the maximum availability to the target market. (Hart 

and Tzokas 2000, p. 392) 

 

According to Hart and Tzokas (2000, p. 402) successful new products are 

not only better than competitors’ products but behind the success are the 

effective sales and distribution efforts when operating in growing product 

markets. In contrast, in mature product markets product differentiation 

advantages are worth communicating via sales promotion and a premium 

price. (Ibid.)   
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2.2.4 Strategic and tactical launch decisions 

 

In the literature launch decisions are usually divided into two different 

categories: strategic and tactical decisions (Crawford and Di Benedetto 

2008; Di Benedetto 1999; Garrido-Rubio and Polo-Redondo 2005; Hultink 

et al. 1997; Hultink et al. 1999; Hultink et al. 2000). Strategic launch 

decisions concern questions what, where, when and why to launch 

whereas tactical launch decision gives an answer to the question how to 

launch (Garrido-Rubio and Polo-Redondo 2005, p. 30; Hultink et al. 1997, 

p. 245). Figure 6 shows the connection of strategic and tactical decisions 

and it also shows an impact of launch decisions on new product 

performance. 

Figure 6. Impact of launch decisions on new product performance 

(adapted from Hultink et al. 1997, p.247 and Hultink et al. 1999, p.158) 

 

Strategic decisions are concerned with product and market issues e.g. 

how innovative the product should be and what kind of market the product 

should be launched to. These strategic decisions should be conducted in 

the early stage at the development process, because they are usually 
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difficult or expensive to change at the later stages in the process. (Hultink 

et al. 1997, p.245) Crawford and Di Benedetto (2008, p. 372), in turn, state 

that  strategic launch decisions include both strategic platform decisions 

that set overall tones and directions, and strategic action decisions that 

define to whom the firm is going to sell and how.  

 

Tactical decisions are the marketing mix decisions (product and branding, 

pricing, communication and advertising, and distribution) and they are 

more easily modified in the later stages of the development process than 

strategic decisions (Crawford and Di Benedetto 2008, p. 372; Garrido-

Rubio and Polo-Redondo 2005, p. 35; Hultink et al. 1997, p.245). Tactical 

decisions may be strongly influenced by strategic decisions and they are 

usually made after the strategic decisions (Crawford and Di Benedetto 

2008, p. 372; Hultink et al. 1997, p.245). Moreover, tactical decisions 

define how the strategic decisions will be implemented (Crawford and Di 

Benedetto 2008, p. 372). 

 

However, in this study, the launch decisions are dealt like presented in the 

figure 7.  The environment, where the firm is operating, is taken into 

consideration in terms of industry, the nature of competition and the nature 

of market. As of strategic launch decisions, only product strategy is 

investigated and as of tactical launch decisions promotion is taken into 

consideration in this study. Here, preannouncing is seen as a part of 

promotion tactics. Then preannouncing usage, timing and goals are 

studied. Additionally, preannouncement usage’s impact on product 

performance is investigated.  
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Figure 7. The launch decisions in relation to preannouncing 
 

Although the classification of launch decisions has been made, Hultink et 

al. (1997) emphasize the importance of launch consistency i.e. the 

alignment of the strategic and tactical decisions made throughout the 

process. Also Garrido-Rubio and Polo-Redondo (2005, p. 30) point out 

that the success of the new product depends on the correct application of 

a series of launch decisions.  

 

2.3 When and to whom to preannounce? 

 

If a firm decides to use preannouncements as a part of product launch 

process, it has to be resolved when to preannounce and to whom it should 

be directed. These are important strategic questions. Both timing and the 

audience of a preannouncement may vary a lot. Next, preannouncement 

timing and audience are discussed and findings from the literature are 

described. 
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2.3.1 Preannouncement timing 

 

The timing of preannouncement may range from a few weeks in advance 

of a market introduction to months or a year or more (Eliashberg and 

Robertson 1988, p. 282; Herbig and O’Hara 1998, p. 18). Early 

announcements sometimes raise criticism, especially if the new product’s 

launch is uncertain or likely to be delayed (Crawford and Di Benedetto 

2008, p. 409). 

 

Although it is widely acknowledged that preannouncements play a key role 

in new product success (e.g. Farrell and Saloner 1986; Lee and O’Connor 

2003b) little research has been made on preannouncement timing. Lilly 

and Walters (1997) studied the nature and timing of new product 

preannouncements. Kohli (1999), in turn, examined the timing of 

preannouncements made by computer hardware and software 

manufacturing firms to their customers. Sorescu’s et al. (2007) study 

focused on the relationship between new product preannouncements and 

firm value in the software and hardware industries and the 

preannouncement timing was also touched in the study. 

 

Lilly and Walters (1997, p. 9) found out that the time between 

preannouncement and the product availability is a critical factor to the 

success of the new product. Their study’s results reveal that there are four 

sets of factors that affect new product preannouncement timing: 1) 

expected reactions of competitors, 2) product-related factors, e.g. the 

product’s complexity and innovativeness, 3) buyer-related factors, e.g. the 

length of the buying process, and 4) firm-related factors including the final 

determination of the product’s feature set. Early product 

preannouncements are most appropriate for complex or highly innovative 

products as well as those that carry high, but avoidable switching costs for 

buyers. Moreover, early product preannouncements allow channel 

members and customers to gain familiarity with complex of innovative 

products. Late product preannouncements are suitable if the firm expects 
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sales of the new product to cannibalize those of existing products. Late 

preannouncements are also appropriate if a product’s feature set is not yet 

frozen. Additionally, late preannouncements can shield a new product 

from rapid competitive responses. (Lilly and Walters 1997, p. 4)  

 

Kohli’s (1999, p. 45) study’s results revealed that the timing of 

preannouncements is contingent on factors that are product related 

(purchase cycle length, learning requirements, and switching costs), 

design related (forecast horizon), and industry related (perceived 

competitive elasticity). Kohli (1999) proposes guidelines when deciding the 

timing of new product preannouncements. He suggests that the extended 

preannouncements may be helpful if purchase cycles are long. Early 

preannouncements can also help customers in learning the new 

technology. Moreover, when switching costs are expected to be high, early 

preannouncements can help customers to plan their changeover early 

enough in advance. Premature preannouncements are harmful and firms 

should aim at fulfilling their promises. This will help the firm reach the 

credible reputation. (Ibid., pp. 54–55)  

 

Sorescu’s et al. (2007) study suggests that preannouncements should be 

published not until it is reasonably certain that the new product will reach 

the market and that the promise of preannouncement will be fulfilled. After 

the preannouncement is done, some periodic updates about the upcoming 

products are advisable to be carried out. (Sorescu et al. 2007, p. 482)  

 

In this study the timing of preannouncement was asked to be described in 

months. The results can be seen in the chapter 5.   

 

2.3.2 Preannouncement audience 

 

Preannouncements can be directed to one or more audiences. Typically 

preannouncements are aimed at customers and competitors (Easingwood 
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and Harrington 2002, p. 659; Eliashberg and Robertson 1988, p. 282; 

Calantone and Schatzel 2000, p. 17; Lee and O’Connor 2003a, p. 250; 

Lilly and Walters 1997, p. 5; Kohli 1999, p. 45; Robertson et al. 1995, p. 1; 

Schatzel and Calantone 2006), shareholders (Eliashberg and Robertson 

1988, p. 282; Lilly and Walters 1997, p. 5), distributors (Easingwood and 

Harrington 2002, p. 659; Eliashberg and Robertson 1988, p. 282; Schatzel 

and Calantone 2006) and channel members (Calantone and Schatzel 

2000, p. 17; Lilly and Walters 1997, p. 5; Schatzel et al. 2001, p. 83; 

Sorescu et al. 2007, p. 468).  

 

Easingwood and Harrington (2002, p. 659) state that pre-launch 

information should be primarily provided to both vendors and to innovators 

and early adopters from the customers’ side. Moreover, the vendor’s own 

internal personnel has to be informed about the new technology, so that 

they are able to sell the product and offer enough information to the 

customers. (Ibid.)  

 

Preannouncements are also said to be a low-cost means to inform 

investors (Calantone and Schatzel 2000, p. 17; Schatzel et al. 2001, p. 83; 

Schatzel and Calantone 2006; Sorescu et al. 2007, p. 468), industry 

experts and observers of the firm’s future intentions (Calantone and 

Schatzel 2000, p. 17). Moreover, firms that make products that 

complement the preannouncing firm’s products are often being informed 

(Lilly and Walters 1997, p. 5).  

 

For suppliers (Easingwood and Harrington 2002, p. 659; Schatzel et al. 

2001, p. 83; Schatzel and Calantone 2006) and members of financial 

community (Kohli 1999, p. 45; Lilly and Walters 1997, p. 5) 

preannouncements are an efficient, timely, and credible source of 

information regarding a firm’s future product actions and strategies 

(Schatzel et al. 2001, p. 83). When media in general is provided with pre-

launch information, potential customers are informed at the same time 

(Easingwood and Harrington 2002, p. 659). 
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In this study preannouncement audiences were predefined to distributors 

and end users of the product. Other possible audiences are not handled in 

the empirical part of the study. 

 

2.4 Means of preannouncing 

 

Not only is the traditional means of media, but also new technology is 

applied for the use of preannouncing today. Traditionally, 

preannouncements can be made through articles or press releases 

(Easingwood and Harrington 2002, p. 659; Herbig and O’Hara 1998, p. 20; 

Lilly and Walters 1997, p. 9; Porter 1980, p. 80; Schatzel et al. 2001, p. 

82). Preannouncements can also occur in a variety of media such as 

speeches by management and interviews with the press. The media 

chosen can reveal the motives behind the preannouncement. The more 

formal the announcement, the more certainly the announcing firm wants 

the announcement to be heard. The media of the announcement will also 

influence who will see it. (Porter 1980, p. 80) 

 

In addition to above mentioned, preannouncements can be made through 

press conferences and memorandums (Lilly and Walters 1997, p. 9), and 

advertisements (Crawford and Di Benedetto 2008, p. 409; Lilly and 

Walters 1997, p. 9). Trade shows are often a forum where a 

preannouncement can take place (Crawford and Di Benedetto 2008, p. 

409; Lilly and Walters 1997, p. 9). Preannouncements can sometimes be 

made informally in company meetings (Lilly and Walters 1997, p. 9). Also 

comments by salespeople and a speech by CEO are a form of 

preannouncement (Crawford and Di Benedetto 2008, p. 409).  

 

Media preannouncements via publicity leaks are often used to test the 

climate of specific public, governmental or other stakeholder’s opinion. In 

the case of positive reactions among the public, the firm can continue as 
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planned, whereas negative reactions can cause a withdrawal of the 

project. Often bad financial news is preannounced to allow a smoother 

impact on the market than if no warning were given at all. (Herbig and 

O’Hara 1998, p. 20) 

 

Nowadays, Internet provides a low-cost access to preannouncements 

(Calantone and Schatzel 2000, p. 18; Schatzel et al. 2001, p. 82). 

Moreover, company intranets are used frequently to distribute news items 

to various audiences. In other words, the channels for distribution of 

information are changing rapidly, and this allows preannouncements to be 

used in different ways in the developing informational forum. (Calantone 

and Schatzel 2000, p. 18) Previously, access to preannouncements was 

only available via more costly or time-consuming routes (Schatzel et al. 

2001, p. 82). 

 

The communication media plays an important role in the success of the 

new product since the media makes the initial contact with the new 

product’s target market (Lilly and Walters 1997, p. 9). Some 

preannouncements may be so discreet that they are missed, but in 

general preannouncements can be effective (Crawford and Di Benedetto 

2008, p. 409). 

 

2.5 The content of preannouncement  

 

Deciding on what kind of information is to be released in a 

preannouncement is an important tactical question that has to be carefully 

planned. On one hand, there should be sufficiently information available 

so that interest is being aroused towards the new product, but on the other 

hand, one should be careful enough not to reveal too much information to 

competitors. (Easingwood and Harrington 2002, p. 659) 

Preannouncements can virtually focus on any topic and exhibit a wide 

range of format, length, and specificity (Schatzel et al. 2003, p. 924). 
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According to Schatzel et al. (2003, p. 924) the content of 

preannouncement can focus on: 1) the status of licensing agreements; 2) 

joint ventures, acquisitions, or strategic alliances; or 3) distribution and 

pricing, while Lee and O’Connor (2003b, p. 4) state that there are three 

types of preannouncement messages: customer education, anticipation 

creation, and market pre-emption.  

 

Sorescu et al. (2007, p. 482), in turn, emphasize that preannouncement 

should contain accurate information about the new product, although 

preannouncing should not happen at too early stage of the development 

process of the product. Truthful information about the product, including 

details on its price and introduction date, should be provided (Ibid.).  

 

Herbig and O’Hara (1998, p. 18) categorize preannouncements into two 

different groups: media preannouncements and product or service 

preannouncements. Media preannouncements include rumours or leaks, 

but also real company reports containing information about company 

developments (e.g. mergers, acquisitions, and takeovers), quarterly or 

annual earnings or profit reports, community projects, or governmental 

affairs. Product or service preannouncements contain information about 

the product or service concerned. (Ibid.) 

 

Schatzel’s and Calantone’s (2006, p. 365) findings stress 

preannouncements as a form of business-to-business marketing 

communication. They point out preannouncements’ potential use as an 

influencer of supply chain and investor relationships and, eventually, as an 

enabler of new product success (Ibid.). 

 

In some situations, preannouncements are used as counter reactions to 

competitor’s announcements. When this is the case, Robertson et al. 

(1995, p. 2) suggest that a firm may decide not to react, decide to wait 

further, send a counter signal, or take an action, when it faces a 

preannouncement made by its competitor. Lee and O’Connor (2003b, p. 
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18), in turn, point out that some communication strategies may receive 

immediate reactions from the market (e.g. hostile signal with the intent to 

pre-empt the market), while others have delay effects.  

 

Robertson et al. (1995) found that new product preannouncements 

stimulate competitors to respond with retaliatory preannouncements. This 

means that if a manager discovers during a product introduction process 

that a competing firm has already preannounced a rival new product, the 

manager could offer a retaliatory preannouncement to build early 

consumer awareness towards his own product. A retaliatory 

preannouncement means a new product preannouncement for a future 

brand that will compete with a brand already preannounced but still 

unavailable for purchase. (Ibid.) 

 

Robertson et al. (1995, p. 12) propose that firms should calculate the 

trade-off between the values of signalling and secrecy. The competitive 

reaction should be minimized if possible and if desired. Secrecy requires a 

different approach to competitive new product pre-emption and 

competitive secrecy has the intent of surprising competitors. Instead of 

signaling a future action, a firm pre-empts competitors by actually taking 

the action, leaving then the competitors confused and unable to respond 

quickly. (Ibid.) 

 

Lilly and Walters (2000, p. 7), in turn, suggest that managers should pay 

close attention to consumer reactions to the competitive or first 

preannouncement when designing a retaliatory preannouncement. When 

responding to a strong competitive preannouncement, it is advisable to 

increase feature information in a responding preannouncement. Moreover, 

they suggest that the effectiveness of the first preannouncement should be 

evaluated strategically in order to be able to respond to it in the most 

effective way. Additionally, when responding to a competitive 

preannouncement and having a slightly superior product, Lilly and Walters 

(2000) suggest providing a demonstration model to the third party 
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reviewers. Preannouncement should then contain information about this 

product testing. The study revealed that preannouncements containing 

product testing results reduced uncertainty and increased evaluations of 

the superior product. (Ibid., p. 7) 

 

2.6 Preannouncement objectives 

 

The objectives of preannouncing new products are various: 

preannouncing builds interest for the new product (Crawford and Di 

Benedetto 2008, p. 409; Easingwood and Harrington 2002, p. 659; Herbig 

and O’Hara 1998, p. 18; Lee and O’Connor 2003b, p. 16; Lilly and Walters 

1997, p. 4), it encourages consumers to delay purchases until the new 

product becomes available (Eliashberg and Robertson 1988; Crawford 

and Di Benedetto 2008, p. 409; Lilly and Walters 1997, p. 4), and when 

preannouncing, the company can obtain feedback of the new product from 

customers (Herbig and O’Hara 1998, p. 18; Lilly and Walters 1997, p. 4). 

Preannouncements can be also used to stimulate sales of complementary 

products which is common typically in the software industry (Lilly and 

Walters 1997, p. 5). 

 

Additionally, preannouncements can also be used for educative purposes 

(i.e. if a new technology is being introduced, it may require education 

before customers are able and willing to use it) and they can encourage 

stakeholder involvement (Herbig and O’Hara 1998, p. 18–19). Moreover, 

preannouncements can be used for e.g. the firm’s entry into new markets, 

modification of prices, and expansion of production capacity (Kohli 1999, 

p. 45) and to keep current customers from switching to a competitor 

(Crawford and Di Benedetto 2008, p. 409). 

 

Preannouncements are often used as pre-emptive purposes (Arthur 1996, 

p. 107; Bayus et al. 2001, p. 4; Lee and O’Connor 2003b, p. 4; Porter 

1980, pp. 76–78; Robertson et al. 1995, p. 1). Pre-emptive purposes mean 
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scaring away competitors. Preannouncement may have intent to 

encourage competitor to reveal their hand what it comes to competitor’s 

product development. Preannouncements directed at competitors have 

intent to influence competitive behavior. (Robertson et al. 1995, p. 1) 

Arthur (1996, p. 107) uses the term psychological positioning, which may 

lead competitors to give up intentions to enter the market. 

 

Preannouncement may also be sent for cooperative purposes. 

Preannouncements could be sent as a means of seeking alliances or 

encouraging complementary product design. Moreover, 

preannouncements may encourage competitors to follow certain standard. 

(Robertson et al. (1995, p. 1) 

 

Porter (1980, pp. 76–78) states that preannouncements can be threats of 

actions, tests of competitor sentiments, means of communicating pleasure 

or displeasure, and communication of the financial community. They can 

be aimed at minimizing the provocation, or to avoid costly simultaneous 

moves. Sometimes preannouncements can serve the purpose of 

coalescing internal support for a move. (Ibid.) 

 

Today, in many markets there is no attempt to keep secrets (Crawford and 

Di Benedetto 2008, p. 409). Preannouncing helps the firms develop an 

initial level of opinion leader support and favorable word of mouth needed 

to accelerate the diffusion of the innovative product (Kalish and Lilien 

1986; Urban et al. 1986, cited in Lee and O’Connor 2003b, p. 8). 

 

In the software industry, Hoxmeier’s (2000, pp. 115; 135–136) study 

revealed that software delivery time preannouncements can be used for 

competitive purposes with minimal concern for the impact on customers, 

provided that the software ultimately delivers the features and functionality 

promised and is largely free of errors. Moreover, the results revealed a 

significant and positive relationship between a company’s reputation and 

credibility whether they deliver on what was promised (Ibid.). 
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Bayus et al. (2001, p. 4) noticed that some firms, usually in the software 

industry, use vaporware in a strategic manner which implies that 

intentional vaporware may be practiced by some firms. However, Farrell 

and Saloner (1986) state that firms have no incentives to lie and thus 

intentional vaporware does not exist. Both true and false product 

announcements provide useful information that can be used strategically 

by smaller competitors to determine their optimal product development 

and entry strategies (Bayus et al. 2001., p. 11). 

 

New product preannouncements play a key role in the successful release 

of new products (Lilly and Walters 1997, p. 4). The study of Lee and 

O’Connor (2003b, p. 16) reveals that preannouncement positively effects 

on product’s performance if it is used for customer education and 

anticipation creation purposes, whereas if preannouncement is used 

fighting against competitors (market pre-emption purposes), 

preannouncement does not improve product’s performance. 
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3 PREANNOUNCEMENT AND A FIRM’S INTERNAL 
STRATEGY AND EXTERNAL CIRCUMSTANCES 

 

In this study, preannouncements are studied from two perspectives: the 

firm’s internal strategy and the firm’s external circumstances. The former 

means in this study the product strategy the firm has chosen and the latter 

consists of the industry, the nature of the market and the nature of 

competition. The nature of the market encompasses the turbulence of the 

existing market and the nature of the competition, for its part, the 

turbulence of the competition in the market.  In addition to these, this study 

tries to clarify when preannouncing is advantageous. Therefore also the 

advantages and the disadvantages of preannouncing are handled on the 

basis of the previous research and literature.  

 

3.1 Background  

 

Because the product strategy of the firm is in the center of this study, 

some background information about new products are provided. First, new 

products and innovations are discussed. Second, diffusion of innovations 

is handled shortly, because of its proven impact on new product’s success 

possibilities in the market.  

 

3.1.1 New products and innovations 

 

New products are vital to the firm’s long-term success. They provide the 

firm with the possibility to adapt in the fast-changing markets and to 

respond to the variable demand. (Mullins and Walker 2010, p. 262) 

According to Barringer and Ireland (2008, p. 409) new product 

development is a competitive necessity to many firms. Moreover, 

continuous product development is lifeblood for some firms and without it, 

the firm would not be able to operate. New product development may 
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bring economic success and growth, but it also contains heavy risks. 

(Ibid.)  

 

Whereas Chaney et al. (1991, p.574) state that new product innovations 

are necessary because of competitive pressures and therefore valuable 

per se. Innovative behaviour has been said to be the engine of economic 

growth and development (Ibid.). Crawford and Di Benedetto (2008, pp. 6–

7) also point out that investment in innovation is critical to future growth 

and the survival of the firm. They emphasize that high percentage of a 

firm’s sales and profits are generated from new products. However, new 

products do also fail at about 40 percent rate. (Ibid.) 

 

Mullins and Walker (2010, p. 261) categorize new products in terms of 

how new they really are to the world, or to the firm. They divide new 

products into four different categories: 1) new-to-the-world products, 2) 

new-to-the-firm products, 3) additions to existing products, and 4) 

improvements and revisions to existing products. Crawford and Di 

Benedetto (2008, p. 12) increase this categorization with two additional 

categories: 5) repositioning of the existing product, and 6) cost reductions 

of the existing product. According to Mullins and Walker (2010, p. 261) the 

majority of new products are either additions or improvements of existing 

products.  

 

Radical innovations (see also chapter 1.5 for definition of radical 

innovation) that are based on new technology and that bring remarkable 

advantage to the customer are especially important to the firm according 

to Mullins and Walker (2010, p. 262), but they are rather rare. Rosen et al. 

(1998, p. 1) state that development of successful high technology products 

requires close cooperation with the firm’s customers in order to find their 

real needs and problems and in order to be able to provide correct 

solutions to them. Often, technological innovation lies behind the new high 

technology product, not the needs of customers (Ibid.).  
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Today, increased globalization has made product development more 

challenging. New product development is seen as a global process, as 

firms can take advantage of worldwide opportunities and increase their 

efficiency and effectiveness of innovation. (Crawford and Di Benedetto 

2008, p. 9) 

 

3.1.2 Diffusion of innovations 

 

Since not all individuals adopt an innovation at the same time, the 

individuals can be divided into five different adopter categories on the 

basis of their innovativeness. Each adopter category consists of 

individuals with a similar degree of innovativeness and is based on the 

timing when they first begin using a new idea. (Rogers 2003, p. 267) The 

grouping of the members in the social system into different segments was 

first presented by Rogers in 1962.  

 

Rogers (2003, p. 35) defines diffusion as “the process by which an 

innovation is communicated through certain channels over time among the 

members of a social system”. Rogers continues by stating that “diffusion is 

a special type of communication concerned with the spread of messages 

that are perceived as new ideas” (Ibid., p. 35).  

 

The adopter categories are called: 1) innovators (consisting of 2.5 percent 

of the entire population), 2) early adopters (13.5%), 3) early majority 

(34%), 4) later majority (34%), and 5) laggards (16%) (Rogers 2003, p. 

280). Rogers defines the boundaries of the categories as being standard 

deviations away from the mean time of adoption. The shape of the figure 

is as normal distribution. 

 

Moore (1999) supplements Rogers’ theory of diffusion of innovations by a 

chasm that lies between early adopters’ and early majority’s categories in 

the high technology markets. If the diffusion of innovations is halted in this 
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chasm, the product may fail completely and it will never reach larger 

success in the market.  

 

According to Rosen et al. (1998, p. 1) it is important for the success of the 

new product that it appeals innovators and early adopters. This predicts 

success also in the next adopter categories (early majority, late majority 

and laggards) (Ibid.). In contrast to this, Moore (1999) emphasizes that 

this may not be true, in the situation where innovation was first successful 

within the first adopter categories, but it will not continue its successful 

diffusion process, but will be caught in the chasm between early adopters 

and early majority. Responding this dilemma, Easingwood and Harrington 

(2002) suggest ideas how a firm can cross the chasm by re-developing the 

product and by re-launching it 

 

3.2 Preannouncement and a product 

 

Preannouncing behavior is strongly connected to the product concerned. 

Not all the new products to be launched are preannounced. There can be 

found some products from the literature that favor preannouncing 

behavior.  

 

Preannouncement of new products are common for such products as 

computers, cars, communication networks, and motion pictures (Kohli 

1999, p. 45). More commonly, preannouncements are used when network 

effects products are concerned (Crawford and Di Benedetto 2008; Farrell 

and Saloner 1986; Herbig and O’Hara 1998; Lee and O’Connor 2003a). 

According to Crawford and Di Benedetto (2008, p. 409) indirect network 

externalities exist if product sales are dependent on sale of 

complementary products whereas direct network externalities exist if 

product sales are dependent on the number of people that have adopted 

it. 
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Lee and O’Connor (2003a, p. 251) state that network effects products will 

benefit from preannouncement more than nonnetwork effects products. 

This is because preannouncement can improve the extrinsic value of the 

network effect product through increased competitive advantage by pre-

empting the market (scaring away competitors when launching a leading 

product first), stimulating the supply of complementary products, 

encouraging competitors to follow a particular standard, and influencing 

buyer behavior by managing their expectations. In brief, Lee and 

O’Connor recommend preannouncing for network effects products, 

because its positive influence on product’s extrinsic value customers 

perceive. (Ibid.) 

 

Farrell and Saloner (1986, p. 949), in turn, state that the preannouncement 

is likely to be most effective, when the current (dominant) technology could 

otherwise (without preannouncement) increase its network value in 

between announcement time and introduction. This means that 

preannouncement may reduce the sales of the current, dominant 

technology, because customers already wait for the new technology to be 

available in the market (Ibid.). The term cannibalization is also used in this 

connection. 

 

Herbig and O’Hara (1998, p. 19) point out that preannouncements have 

special value on network effects products because if some users decide to 

wait for the new technology, the network benefits at the time of 

introduction of the new technology will be larger than otherwise. Moreover, 

the installed base on the old technology will be reduced by the number 

who waits for the new technology. (Ibid.) 

 

In general, preannouncements are common for complex, high technology 

products (Calantone and Schatzel 2000; Lilly and Walters 1997). 

According to both Eliashberg and Robertson (1988, pp. 290–291) and 

Herbig and O’Hara (1998, p. 19) preannouncing is the most advantageous 

when the product requires substantial customer learning and application 
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before adoption and usually this happens when technology based 

products are concerned. 

 

Preannouncing is also common in situations when the new product has 

relatively high switching costs (Eliashberg and Robertson 1988, pp. 290–

291; Herbig and O’Hara 1998, p. 19; Lilly and Walters 1997). 

Preannouncement can encourage customers to change over to the new 

technology with minimum disruption (Herbig and O’Hara 1998, p. 19). 

Preannouncements can also encourage standardization of specifications 

and operating systems, particularly if the dominant firms are sending out 

the signals. Standardization may reduce switching costs, because it 

ensures the availability of compatible products. This is the most relevant in 

industries with network externalities, when consumer benefits and 

perceived switching costs depend on the number of other consumers 

purchasing compatible products. (Herbig and O’Hara 1998, p. 21) 

 

3.3 Preannouncement and a firm 

 

Not only the product, but also the firm itself has an influence on its 

preannouncing behavior. Some firms find preannouncing advantageous 

more strongly, while others are more careful and stress more the possible 

disadvantages of preannouncing. There is even a variation in 

preannouncing practices by firms in the same industry targeting similar 

consumer segments (Lilly and Walters 2000, p. 2).   

 

Eliashberg and Robertson (1988, p. 290) found out that 

preannouncements are commonly used if the management of the firm 

believes that preannouncing is advantageous. Moreover, preannouncing 

firms emphasize the benefits of image enhancement, distribution 

advantage, and demand stimulation (Ibid.). Calantone and Schatzel (2000) 

noticed that competitive equity building, defined as a firm’s tendency to 
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pursue a high-profile leadership position within its industry, is the main 

driver of a firm’s propensity to preannounce. 

 

According to Herbig and O’Hara (1998, p. 20) preannouncing firms stress 

demand stimulation and pre-emptive advantages. It is worth for the firm to 

strike pre-emptively if competitive reactions are believed to be moderate. 

Preannouncement can also be a favourable strategy if entry barriers to the 

market  exist  (Ibid.). Additionally, preannouncement is likely to benefit the 

most smaller firms in size with lower market dominance due to lower 

cannibalization risks, because firms of that kind have little to lose and only 

everything to gain (Eliashberg and Robertson 1988, p. 291; Herbig and 

O’Hara 1998, p. 20).  

 

Schatzel et al. (2001) found out that primary drivers of a firm’s propensity 

to preannounce are reputation building and buyer involvement. Reputation 

building firms communicate their new product intentions as a means to 

enhance their positions as a recognized industry leader (Ibid., p.94). 

 

Schatzel’s and Calantone’s (2006, p. 364) study revealed that firm’s 

preannouncement behavior is positively related to market anticipation 

meaning that the greater a firm’s preannouncement behavior, the greater 

is the favorable bias and interest of various market participants (e.g. 

buyers, distributors, suppliers, investors, media) toward the firm’s new 

products and future plans. Schatzel’s and Calantone’s (2006, p. 364) 

findings also indicate that market anticipation improves new product 

success indirectly thorough its positive relationship with a firm’s new 

product developing process resources.  

 

Non-preannouncing firms, in turn, emphasize the risks of cannibalization, 

competitive reaction, possible inability to deliver the preannounced 

product, and antitrust concerns (Eliashberg and Robertson 1988, p. 290; 

Herbig and O’Hara 1998, p. 20). However, Herbig and O’Hara (1998, p. 

20) argue that cannibalization is more of a risk for a firm that has a large 
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product portfolio as preannouncing may encourage present customers to 

postpone their purchases until the new product is available.  

 

What is comes to software industry, it is challenging for software 

companies to balance between the need to inform the market and the 

negative consequences of unfulfilled promises. Technical 

preannouncements are necessary forms of communication in the industry. 

As customers demand for advance notice of new features, it puts great 

pressure on developers to preannounce. (Hoxmeier 2000, p. 115; 135–

136) 

 

According to Wu et al. (2004) preannounced products are often delayed, 

especially in technology-intensive industries. They found out that delays in 

new product introductions beyond preannounced deadlines can be 

explained by factors related to: 1) the firm’s motivations to delay the 

product, 2) the presence of constraints that prevent delay, and 3) the firm’s 

abilities pertaining to product development.  

 

3.4 Preannouncement and the environment  

 

In addition to product and firm related issues affecting preannouncing 

behavior, also the environment, where the firm operates, has an influence 

on firm’s propensity to preannounce. When competitive environment is 

attractive (i.e. there is not much competition existing in the market), there 

is a strong possibility that preannouncing is used (Eliashberg and 

Robertson 1988, pp. 290–291).  

 

Schatzel’s et al. (2003, p. 923) study of strategic channel activity 

preannouncements revealed that three environmental factors (industry 

antitrust activity, industry dynamism, and competitor retaliation) affect 

either customer’s tendency to engage in the selection of channel 

arrangements or the selling firm’s reputation-building activities, which in 
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turn affect the firm’s likelihood to issue strategic channel activity 

preannouncements.  

 

3.5 Preannouncement and performance 

 

When deciding whether to preannounce or not, it is worth for a firm to 

carefully analyze the advantages and disadvantages of preannouncing. 

Preannouncements are statements of the future plans and therefore, the 

advantages and disadvantages are tied to how far in advance the 

preannouncement is made (Kohli 1999, p. 47). 

 

3.5.1 Preannouncement advantages 

 

Preannouncements provide firms with many benefits. They can reduce 

uncertainty, affect market influencers, build support for a planned action 

both internally and externally, effectively position general opinion 

regarding the company, (Calantone and Schatzel 2000, p. 18) and enable 

customers and partners to plan and prepare for the product (Calantone 

and Schatzel 2000, p. 18; Schatzel and Calantone 2006; Wu et al. 2004, 

p. 101). Hereby, preannouncing reduces customers’ switching costs to the 

new product and enables potential customers to be better prepared for the 

adoption of new products (Kohli 1999, pp. 45–46). 

 

Preannouncements can advertise a firm’s presence at the cutting edge of 

technology, and provide information to the stock market (Wu et al. 2004, p. 

101). They can help customers accept radical innovations and 

discontinuous technologies. Preannouncements have sometimes secured 

the success of new technology, when network externalities have risen 

from the installed base. (Herbig and O’Hara 1998, p. 19) 
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Sorescu’s et al. (2007) findings indicate that the financial returns from 

preannouncements are significantly positive in the long run. On the other 

hand, preannouncements generate positive short-term returns only for 

firms that offer specific information about the preannounced product. 

Positive long-term returns require updating the market on the progress of 

the new product. Both the long-term and the short-term returns may be 

extended if the reliability of the preannouncement and the firm is high. 

(Ibid., p. 468) 

 

Schatzel and Calantone (2006) state that preannouncement behavior 

engenders new product success through its positive effect on market 

anticipation. Also Lilly and Walters (1997, p. 8) found out that one of the 

most popular reasons for preannouncing is to build interest or hype the 

products to be launched in the market. Moreover, according to Herbig and 

O’Hara (1998, p. 19) and Mohr et al. (2005, p. 337) image enhancement 

and demand stimulation are often the motives behind the preannouncing 

behavior. 

 

When customer learning is required, preannouncement is advantageous 

(Herbig and O’Hara 1998, p. 19; Kohli 1999, pp. 45–46), because it 

reduces uncertainty associated with the purchase and thereby can 

quicken the adoption process of the new product (Kohli 1999, pp. 45–46). 

Moreover, preannouncing enables accessibility to efficient distribution 

systems and getting early market feedback (Herbig and O’Hara 1998, p. 

19; Mohr et al. 2005, p. 337), the creation of barriers of entry for other 

firms by leaving them the unprofitable segments or segments that are too 

small, better positioning of the new product compared to later entrants, 

and signalling the firm’s commitment to new technology (Herbig and 

O’Hara 1998, p. 19). 

 

Preannouncements can be important to the success of a new product 

introduction in rapidly changing technological environment. 

Preannouncements can be used to accelerate the creation of a large 
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adopters’ base by encouraging present and potential customers to 

postpone purchases of competing products (Herbig and O’Hara 1998, p. 

19; Kohli 1999, pp. 45–46; Lilly and Walters 1997, p. 8).  

 

Lilly and Walters (1997, p. 8) mention that preannouncing can be also 

used as a means of testing a product’s design, forecasting and making 

special customers happy by keeping them “in the know”. One of the 

potential benefits of preannouncing is also the pre-emption advantages 

(Heil and Robertson 1991, p. 415; Herbig and O’Hara 1998, p. 20). 

 

3.5.2 Preannouncement disadvantages 

 

However, preannouncements have risks, too. They can reveal firm’s 

intentions to competitors (Calantone and Schatzel 2000, p. 18; Crawford 

and Di Benedetto 2008, p. 409; Heil and Robertson 1991, p. 415; Herbig 

and O’Hara 1998, p. 19; Kohli 1999, p. 46; Lilly and Walters 1997, p. 8; 

Mohr et al. 2005, p. 337) and enable competitors to react and to adjust 

their product development and product introduction accordingly and even 

to develop a substitutive product (Calantone and Schatzel 2000, p. 18; 

Kohli 1999, p. 46). 

 

Product line cannibalization can also result, if consumers delay purchases 

of existing products when waiting for the future new product to be 

available (Calantone and Schatzel 2000, p. 18; Heil and Robertson 1991, 

p. 415; Herbig and O’Hara 1998, p. 20; Kohli 1999, p. 46; Mohr et al. 

2005, p. 337). This happens if the product is a substitute rather than 

complementary. Cannibalism can also result if the firm is slow in the 

development of the product and it uses premature preannouncements. 

(Herbig and O’Hara 1998, p. 20) 

 

Preannouncement includes also a risk of losing credibility, if the 

preannouncing firm cannot fulfil its promises and its reputation will suffer 



 

 

55
 

(Calantone and Schatzel 2000, p. 18; Heil and Robertson 1991, p. 415; 

Herbig and O’Hara 1998, p. 20; Kohli 1999, p. 46; Lilly and Walters 1997, 

p. 8 Mohr et al. 2005, p. 337). Vaporwares are an example of unfulfilled 

product delivery preannouncements and they are common in the software 

industry. Wu et al. (2004, p. 101) argue that when a product is 

preannounced, delays in introduction can cause some problems not only 

for partner firms and customers but also the delay can hurt the announcing 

firm.  

 

Preannouncement seems to have some risks for large firms if they 

preannounce a product far in advance with the deliberate intention of 

injuring competitor’s sales (Herbig and O’Hara 1998, p. 21). Customer 

confusion (i.e. thinking that the product is already available), 

interdepartmental frustration (i.e. “I wish they hadn’t said that”), and 

product becoming already outdated when it finally hits the market are also 

the risks that may occur when preannouncing (Lilly and Walters 1997, p. 

8). 
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4 METHODOLOGY 

 

4.1 Questionnaire  

 

The questionnaire of this research consisted of three different parts: 

product information, industry information and company information. The 

questionnaire partially followed the original study of Lee and O’Connor 

(2003b), but partially it was developed only for this research. The 

questionnaire is presented in the appendix 1. 

 

The respondents were asked to evaluate new product launches that they 

had worked on within the last three years. New products in this research 

meant end products or services that had an independent launch strategy. 

The product in this connection was not a part of another product, a 

component or an improvement of a maintenance release version. 

However, the product could have been part of a product family. 

Additionally, the product could not only have been a physical product but 

also a service, contain software elements or be a combination of all of 

these.  

 

The questionnaire contained instructions how to answer it. Majority of the 

questions were statements with given response scale. Five point Likert-

scales were used in order to examine the respondent’s disagreements and 

agreements (1 = strongly disagree, 5 = strongly agree). Moreover, open-

end questions were used in order to gather background information about 

the product and the firm itself. The questionnaire was published both as a 

paper version and a web-version by Webropol. Additionally, the 

questionnaire was available both in Finnish and in English. The 

respondents were mainly encouraged to answer the paper version of the 

questionnaire.  
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4.2 Sampling and response rate 

 

The sample of this study originally consisted of 1 789 Finnish companies 

representing different industries. The industries were first roughly selected 

by the criteria that they should have some kind of innovation activities. For 

example agriculture industry was excluded from the sampling frame 

already in the beginning, because it was assumed that in that field, there is 

not that kind of innovation activities that this study was focusing on.  

 

All of these 1 789 firms were contacted during the data collection phase 

that took place between October 2008 and June 2009. The contact 

information of the firms was gathered from ProFinder B2B database. 

However, during the data collection phase, the number of eligible firms 

declined, because of their suitability for the study. It turned out that not all 

of the firms had own product development activities or they had not have 

recent product launches within the past three years, which was the original 

criterion. Eventually, there were 713 firms that were eligible for the study.  

 

In order to enhance the response rate, the firms were first contacted by 

phone. This phase was important not only in both finding the suitable firms 

for the study but also finding the correct key informants from the 

companies. The key informants had usually worked closely with product 

launches either in research and development side or in marketing. Key 

informants often held the title marketing manager or R&D manager. 

Thereby they had the best knowledge and experience on launching new 

products and they were asked to participate in the survey. These key 

informants were the ones to whom the questionnaire was mailed after they 

had committed themselves to participate this study.  

 

Survey packet that was mailed to the participants contained, in addition to 

the questionnaire, a personalized cover letter (presented in appendix 2) 

that introduced the study, its potential value, and the importance of the 

recipient’s participation. Moreover, the respondents who participated in the 
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study were offered a summary of the research results and either a 

benchmark report of their firm’s placement in relation to other firms 

participating in the study or a USB memory stick. The survey packet 

contained also a self-addressed and in advance paid return envelope 

whose purpose was to make the participation as easy and convenient as 

possible. The original survey packet was followed by a personalized 

reminder card (see appendix 3) that was sent ten days after the initial 

mailing if no response was arrived by that time. The reminder card 

highlighted the importance of the recipient’s participation. Still, if no reply 

was arrived, a new questionnaire was mailed after seven days of the 

reminder card’s mailing. Throughout the process, recipients were assured 

of confidentiality. Moreover, contact information of the researchers was 

always provided in case key informants had some questions about the 

study.  

 

Out of 713 eligible firms, 272 responses were returned. Hence, the 

response rate of this study was 38.15 %. There were 233 paper responses 

and 39 web-versions via Webropol returned.  

 

4.3 Data collection  

 

The data for the study was collected via both paper questionnaires and 

web-based survey through Webropol system, as mentioned earlier. The 

questionnaire was pre-tested by three firms in September 2008. The 

comments gathered vie pre-testing were used to improve the wording of 

the statements and the layout of the questionnaire.  

 

The collected data was coded into SPSS system. The answers of the 

statements were coded in the software and the variables were named. 

The missing answers were left as empty cells in the system. The coded 

data was also transferred from the SPSS system to Microsoft Excel and to 
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SAS Enterprise Guide program. The data in this study was analyzed by 

Microsoft Excel and SAS Enterprise Guide program.  

 

In this study, not all the variables of the innovation launch questionnaire 

were used. The original research was very extensive and to this particular 

study only the variables concerning preannouncing and the firm’s internal 

and external circumstances were selected. There were 104 variables in 

total that were used in this study. 

 

Background information used in this study consisted of five different 

variables. The firms were asked to identify the year of foundation of their 

firm, the annual sales and the number of employees of the firm.  

 

Preannouncing variables consisted of 18 different variables. There was 

one question concerning the preannouncement usage, four variables 

concerning preannouncement audience and timing and 13 variables 

measuring the goals of preannouncing.  

 

The firm’s internal strategy was measured by product related variables. 

There were five general product variables, 16 variables that measured 

technological standards of the product and 21 variables that measured the 

product’s switching costs.  

 

The firm’s external circumstances were examined by the industry, the 

nature of competition and the nature of market. The nature of competition 

was measured by 11 variables that tried to clarify the intensity of 

competition. The nature of market, in turn, was measured by 12 variables 

that surveyed the market turbulence. 

 

Finally, the preannouncing performance was studied by 14 different 

performance variables that measured the achieved goals in the short term. 

The table 1 presents in short the variables and their nature that were used 

in this study.  
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Table 1. The variables used in this study 

  Variables Variable name 
Numeric vs. 
character Scale 

Background 
information 

Identification number ID Character Nominal 
Company name COMPANY Character Nominal 
Year of foundation Year Numeric  Ratio 
Annual sales Sales  Numeric Ratio 
Personnel PERSO Numeric Ratio 

Preannouncing 

Usage (yes/no) PRE Numeric Nominal 
Timing (audience =  
distributors) PREDIST1 Numeric Nominal 
Timing (in months) PREDIST2 Numeric Ratio 
Timing (audience =  
end users) PREUSE1 Numeric Nominal 
Timing (in months) PREUSE2 Numeric Ratio 
Goals prn1 - PRN13 Numeric Interval 

Internal 
strategy 

Product description  prdescp Character Nominal 
Product type (consumer – 
industrial product) prtype Numeric Nominal 
Product is an independent 
– a part of a product 
family FAMILY Numeric Interval 
Product is the first or the 
last version version Numeric Interval 
Product vs. service  
offering PRODSERV Numeric Nominal 
Standards STD1 - STD16 Numeric Interval 
Switching costs SC1 - SC21 Numeric Interval 

External  
circumstances 
  

Industry INDUSTRY Character Nominal 
Industry toimiala Numeric Nominal 

Nature of competition 
Compt1 - 
COMPT12 Numeric Interval 

Nature of market 
mkttub2 - 
MKTTUB13 Numeric Interval 

Performance Performance in the short  
term 

Aperf_s1 - 
APERF_S15 Numeric Interval 
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5 FINDINGS 

 

Findings of the study were received by analyzing the data by Microsoft 

Excel and SAS Enterprise Guide programs. The statistical tests included 

factor analyses, two sample and paired t-tests, table analysis X2- tests, 

Spearman correlation test, and logistic regression analysis. Before 

conducting any statistical tests applied, the normality of the data was first 

examined by histogams. It turned out that the data was normally 

distributed in most of the cases. Also the high level of the sample size 

(ranging from 149 to 272, depending on what was tested) supports the 

default that the data was normally distributed. It also turned out that there 

were no disruptive outliers within the data that would have made it more 

complicated to interpret the results of the analysis.   

 

5.1 Descriptive analysis 

 

The companies that participated in this study were various. The oldest firm 

was founded already in 1819, whereas the newest in 2008. There were 30 

firms that were founded in the 19th century, 190 firms in the 20th century 

and 26 firms in the 21st century. Additionally, 26 firms did not inform the 

year of foundation of the firm. Based on these figures, the average year of 

foundation in this sample was 1956.  

 

Annual sales from the year 2007 among the participating firms ranged 

strongly between 9.40 k€ and 684 000 000 k€. It may be so that the 

respondents had accidentally ignored the unit, k€, that was given in the 

questionnaire. The standard deviation was therefore high and the mean 

annual sales was over 4 000 M€.  

 

Moreover, figures about personnel (2007) varied a lot. The smallest firm in 

personnel had only 7 employees whereas the largest had 100 000 
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employees. It should be noted that the questionnaire was sent to Finnish 

firms or units and the purpose was to study product launches in Finland. 

Even if the firm was international, only the product launches that took 

place in Finland were acceptable. However, it may be so that the 

respondent had understood the question about the personnel so that it 

meant the whole personnel of the entire international concern. The original 

purpose was yet to gather information about the Finnish unit. Table 2 

presents detailed background information that was discussed above.  

 

Table 2. Participating firms’ background information 

  
The year of 
foundation 

Annual sales (k€) 
(2007) 

Personnel 
(2007) 

Min 1 819 9,4 7 
Max 2 008 684 000 000,00 100 000,00 
Mean 1 956 4 095 410,38 2 617,33 
Standard 
deviation 41 44 397 574,79 9 537,59 
 

Participating firms represented various industries. There were nine 

different industry categories: food, forest, chemistry, metal, electronics, 

services, information and communication, machines and instruments and 

additionally other industry that collected together the firms that did not 

belong to any of the above mentioned categories. It turned out that firms 

participating in this study represented the most machines and instruments 

industry having 54 respondents and hence almost 20 % of all the 

respondents.  

 

The second largest group belonged to other industry with 43 respondents. 

Least of all replies were gathered from metal industry, 19 respondents 

which was 7 % of all respondents. Table 3 and figure 8 present the exact 

numbers of firms by industry participating in this study.  
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Table 3. Firms by industries 
Industry Number Percentage 
Machines and instruments 54 19,90 % 
Other industry 43 15,80 % 
Information and 
communication 30 11,00 % 
Services 29 10,70 % 
Food 26 9,60 % 
Electronics 25 9,20 % 
Forest  24 8,80 % 
Chemistry 22 8,10 % 
Metal 19 7,00 % 
 Total 272 100,00 % 
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Figure 8. Firms by industries 
 

Majority of the firms offered products to their customers and hence the 

product launches investigated in this study concern mostly product 

launches. There were 189 firms i.e. almost 70 % of all the firms that 

offered only products to their customers. There were 30 service-oriented 

firms, and 44 firms that offered both products and services. Additionally, 

there were 9 firms that did not answer to this question. Table 4 and figure 

9 present the distribution of the firms by service versus product offering.  

 

Table 4. Service versus product offering  
  Number Percentage 
Product 189 69,50 % 
Both 44 16,20 % 
Service 30 11,00 % 
Not answered 9 3,30 % 
 Total 272 100,00 % 
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Figure 9. Service versus product offering 
 

5.2 Factor analyses 

 

Factor analysis is a statistical approach that can be used to analyze 

interrelationships among a large number of variables and also to explain 

these variables in terms of their common underlying dimensions, i.e. 

factors. The goal is to find a way to condensate the information contained 

in a number of original variables into a smaller set of variables without 

losing information. (Hair et al. 1998, p. 14)   

 

In this study, six factor analyses were conducted and with all of them, 

Principal component analysis was carried out and orthogonal varimax 

rotation method with Kaiser Normalization was applied. All the variables 

chosen to factor analysis were continuous and representing interval scale. 

Correlations were analysed by Kaiser’s Measure of Sampling Adequacy 

Overall, MSA, parameter and the scores up from 0.5 were acceptable (the 

level up from 0.6 was good). The communalities of the variables were 

studied one by one and when the value was over 0.5 the communality was 

regarded as good. Communality reveals the part of the variance that the 

factors explain. The number of factors was chosen by the criteria that the 

factor’s eigenvalue had to be over 1 and that it should explain 60 % or 

more of the variation of the variables. The correlation matrixes and other 
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detailed information about factor analyses are presented in the appendix 

4. 

 

5.2.1 Factor analysis of standards 

 

Standards were considered to be a part of the product strategy the firm 

had chosen. Therefore it was studied what was the influence of 

technological standards on the product’s success. Altogether there were 

16 different statements measuring standards and in total 242 observations 

in use. 

 

When conducting factor analysis it turned out that one variable was cross 

loading into two different factors and therefore it was extracted. After this, 

there were five factors that explained 71 % of the variation of variables. 

The overall MSA value was .80 which is considered to be good 

(correlations of the variables are sufficient). The loadings, communalities, 

MSA values, eigenvalues and cumulative percentage of variance 

explained are presented in the table 5.  
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Table 5. The results of standards factor analysis 

 Rotated Factor Patterns   
Items Factor 1 Factor 2 Factor 3 Factor 4 Factor 5 Communality MSA 
STD2 .78     .64 .82 
STD5 .76     .68 .88 
STD1 .74     .62 .83 
STD6 .71     .74 .90 
STD11 .71     .70 .85 
STD7 .56     .48 .92 
STD3  .88    .80 .78 
STD4  .87    .83 .75 
STD16 .46 .53    .56 .90 
STD15   .81   .73 .77 
STD14   .80   .74 .78 
STD12    .91  .85 .59 
STD13    .78  .77 .66 
STD9R     .78 .74 .69 
STD8     .70 .75 .72 
Eigenvalue 5.1 2.2 1.2 1.1 1.1   
Cum.% .34 .49 .57 .64 .71   
 

5.2.2 Factor analysis of switching costs 

 

Also switching costs were examined because of their connection to the 

product strategy the firm had chosen. The respondents were asked to 

evaluate 21 different statements that were measuring the expected 

switching costs the consumer of the product might experience. There were 

272 observations in total that could be used for this factor analysis.  

 

It was revealed that two variables were cross loading into two different 

factors and their communality estimates were poor (under 0.5) and 

therefore these two variables were extracted. After this, there were five 

factors that explained 67 % of the variation of variables. The overall MSA 

value was .86. The table 6 presents detailed information about the results 

of this factor analysis. 
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Table 6. The results of switching costs factor analysis 

 Rotated Factor Patterns   
Items Factor 1 Factor 2 Factor 3 Factor 4 Factor 5 Communality MSA 
SC7 .81     .69 .88 
SC6 .80     .69 .86 
SC5 .80     .72 .92 
SC14 .71     .60 .88 
SC4 .68     .68 .95 
SC11 .67     .64 .90 
SC3 .60     .56 .91 
SC17  .84    .79 .78 
SC16  .76    .71 .84 
SC18  .70    .65 .86 
SC21   .74   .61 .90 
SC19   .71   .69 .82 
SC20   .66   .63 .87 
SC12 .47  .52   .54 .92 
SC2    .89  .87 .73 
SC1    .87  .87 .77 
SC9     .71 .67 .87 
SC10     .71 .63 .82 
SC8     .70 .53 .86 
Eigenvalue 6.6 2.6 1.3 1.2 1.1   
Cum.% .35 .48 .55 .62 .67   
 

5.2.3 Factor analysis of the nature of competition 

 

The external circumstances were analyzed by the industry, the nature of 

competition and the nature of market. First, the nature of competition was 

examined by 11 different statements. Respondents were asked to 

estimate, how intense the competition in the market was during the 

product launch. This time, there were also 272 observations.  

 

Already the first factor analysis run was successful enough and all the 11 

variables loaded nicely on three different factors. MSA values and 

communalities were acceptable, although one variable received relatively 

poor communality estimate, .44. However, with these three factors, 64 % 

of the variation of variables was explained and the overall MSA value was 
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.81. The table 7 presents the detailed information about the competition 

factors.  

 

Table 7. The results of competition factor analysis 

 Rotated Factor Patterns   
Items Factor 1 Factor 2 Factor 3 Communality MSA 
Compt5 .84   .72 .83 
COMPT9 .82   .72 .83 
Compt4 .77   .65 .84 
Compt6 .62   .55 .83 
COMPT8   .78  .61 .85 
Compt1  .70  .66 .80 
COMPT11  .68  .60 .87 
COMPT7   .66  .50 .85 
COMPT10  .60  .44 .79 
Compt2   .86 .83 .70 
COMPT12   .77 .74 .76 
Eigenvalue 4.5 1.6 1.0   
Cum.% .40 .55 .64   
 

5.2.4 Factor analysis of the nature of market 

 

The nature of market was measured by 12 statements and the 

respondents were asked to evaluate the market turbulence. There were 

272 observations in use of this factor analysis. The first and the second 

run of factor analyses revealed that there were two factors that were cross 

loading. Also the degree of explanation of the variation of variables was 

poor, under 60 %. Additionally, the communality estimates were poor, 

under .50. Therefore, these two variables were extracted one by one, and 

the third factor analysis run was acceptable.  

 

The remaining market turbulence variables loaded on three different 

factors, and these factors explained 61 % of the variation of variables. The 

overall MSA value was .72 and the single MSA values of the variables 

were good, over .60. However, the communality estimates were poor (.36 
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and .44) with two variables. The exact values of these factors can be 

found from the table 8. 

 

Table 8. The results of market turbulence factor analysis 

 Rotated Factor Patterns   
Items Factor 1 Factor 2 Factor 3 Communality MSA 
mkttub3 .84   .72 .72 
mkttub2 .83   .72 .70 
MKTTUB8 .80   .67 .74 
MKTTUB11  .88  .79 .60 
MKTTUB9  .86  .74 .66 
MKTTUB10  .73  .58 .75 
MKTTUB13   .72 .53 .76 
mkttub4   .68 .53 .78 
mkttub6   .61 .44 .86 
mkttub5   .59 .36 .79 
Eigenvalue 3.0 2.0 1.1   
Cum.% .30 .50 .61   
 

5.2.5 Factor analysis of preannouncement goals 

 

The preannouncement goals were measured by 13 statements and the 

respondents were asked to evaluate to which extend each statement was 

set as a goal of preannouncing behavior by them. This time, there were 

149 observations. The factor analysis of preannouncement goals 

consisted of three different runs. In the first factor analysis run one 

variable loaded nearly as strongly to both factor 2 and to factor 3 and it 

was therefore removed. In the second run, another variable was cross 

loading and it was also extracted. After removing these two variables, the 

third factor analysis run revealed that there were four factors that 

explained 68 % of the variation of the original variables. However, there 

was still one variable, prn7, that loaded into two factors, factor 2 and factor 

4, but based on the ratio, .40 - .65, it can be decided that the variable 

loaded the most on factor 4 (see table 9).  
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The overall MSA value was .72. There was one communality estimate that 

was rather poor, .46, but other communalities and MSA values were 

acceptable. More detailed information about the results of the factor 

analysis can be seen in the table 9.  

 

Table 9. The results of preannouncement goals factor analysis 
 Rotated Factor Patterns   
Item Factor 1 Factor 2 Factor 3 Factor 4 Communality MSA 
prn4 .89    .85 .70 
prn5 .81    .74 .72 
prn3 .62    .62 .82 
prn1 .54    .46 .84 
prn8  .84   .74 .69 
prn9  .71   .58 .76 
prn6  .60   .50 .82 
prn11   .91  .83 .59 
prn12   .88  .82 .64 
prn2    .87 .79 .66 
prn7  .40  .65 .59 .77 
Eigenvalue 3.6 1.7 1.2 1.0   
Cum.% .32 .48 .59 .68   
 

5.2.6 Factor analysis of performance in the short term 

 

One of the research questions was, when is preannouncing 

advantageous. Therefore product performance in the short run was 

measured by 14 statements. The factor analysis consisted of 272 

observations. The first factor analysis run with all of these 14 variables 

showed that one variable was cross loading and it also had poor 

communality estimate. After removing that variable, the results were better 

and it was revealed that the performance variables were loading into four 

different factors.  

 

The factors explained 77 % of the variation of the variables and the MSA 

values and communality estimates were good. The overall MSA value was 

.83. The results of performance factor analysis can be found from the table 

10.  
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Table 10. The results of performance factor analysis 

 Rotated Factor Patterns   
Items Factor 1 Factor 2 Factor 3 Factor 4 Communality MSA 
APERF_S12 .88    .81 .84 
APERF_S13 .87    .80 .84 
Aperf_s6 .80    .70 .92 
Aperf_s1 .76    .63 .92 
APERF_S15 .73    .62 .88 
Aperf_s3  .90   .85 .79 
Aperf_s2  .90   .83 .80 
APERF_S11  .88   .80 .85 
Aperf_s4  .83   .73 .87 
Aperf_s10   .89  .84 .69 
Aperf_s9   .88  .84 .69 
Aperf_s7    .85 .81 .81 
Aperf_s8    .84 .81 .79 
Eigenvalue 5.2 2.4 1.4 1.0   
Cum.% .40 .58 .69 .77   
 

5.3 Summated scales 

 

Summated scales are formed when combining several variables that 

measure the same concept into a single variable (Hair et al. 1998, p. 3; 

116). In this study, six factor analyses were conducted when forming 

summated scales from the variables of the questionnaire. These 

summated scales were needed later in analyzing the data.   

 

When creating summated scales, all of the variables loading highly on a 

factor are combined, and the total or the average score of the variables is 

used as a replacement variable. This attempts to increase the reliability of 

the measurement. (Hair et al. 1998, p. 116; 3) 

 

What it comes to assessing internal consistency, no single item is a 

perfect measure of a concept and therefore series of diagnostic measures 

are needed. Cronbach’s alpha is the most extensively used reliability 

coefficient measure that assesses the consistency of the entire scale. The 

commonly agreed minimum limit for Cronbach’s alpha is .70. (Hair et al. 
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1998, p. 118) However, Metsämuuronen (2007, p. 68) cites Nunnally and 

Bernsten (1994) who set the minimum acceptable limit for Cronbach’s 

alpha to .60. In this study, the value of .60 is the limit and the factors 

receiving Cronbach’s alpha less than .60 are rejected.  

 

After six factor analyses were conducted, there were 24 factors that were 

named and transformed into summated scales for further use in analyzing 

the data. The factor loadings (presented in tables in the previous sub-

chapters) were used when computing the mean values of the variables. 

This way all the respondents received a new summated scales 

observation based on the factors. The new observations represented also 

Likert-scale 1 – 5 and that improved the later interpretation of the results of 

the further data analysis.  

 

Each factor’s reliability was tested one by one by using Cronbach’s alpha. 

Table 11 presents the results of reliability testing and other information 

including the names of the summated scales that describe them. 
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Table 11. Summated scales reliability analysis 

Scale Abbreviation 
The name of the summated 
scale 

Cronbach's 
alpha 

Number 
of items 

Number 
of 
cases 

Standards 
  

STD F1 Dominant standard 0,86 6 1458 
STD F2 Compatibility with other 

standards 0,77 3 729 
STD F3 Development of dominant 

standard 0,62 2 486 
STD F4 Inconsistent technologies 0,74 2 486 
STD F5 Simultaneous standards vs. 

only one dominant standard 0,54 2 486 

Switching costs 
  

SC F1 Efforts in implementing new 
product 0,90 7 1904 

SC F2 Fidelity to the old 0,77 3 816 
SC F3 Better safe than sorry 0,73 4 1088 
SC F4 To make the effort to get to 

know alternative products 0,90 2 816 
SC F5 The benefits of the current 

product  0,64 3 544 

The nature of 
competition 
  

Compt F1 Competitors' 4Ps 0,82 4 1088 
Compt F2 The number of competitors 

and competing products in 
the market 0,78 5 1360 

Compt F3 The strength of competition 0,73 2 544 

The nature of 
market 
  

Mkttub F1 Customer related turbulence 0,79 3 816 
Mkttub F2 The newness vs. familiarity 

of customers and their needs 0,70 4 1088 
Mkttub F3 Issues in operational 

environment 0,60 4 816 

Preannouncement 
goals 
  

Goals F1 The guidance of customers 0,76 4 588 
Goals F2 Boost the interest 0,66 3 441 
Goals F3 Competitive motives 0,82 2 294 
Goals F4 Sales related motives 0,63 2 294 

Performance in 
the short run 
  

Aperf_s F1 Expansionary motives 0,89 5 1360 
Aperf_s F2 Profitability motives 0,92 4 1088 
Aperf_s F3 Extension 0,81 2 544 
Aperf_s F4 Customer dimension 0,77 2 544 

 

It turned out that there was one factor (italicized in the table 11, called 

simultaneous standards vs. only one dominant standard) out of 24 factors 

that did not meet the Cronbach’s alpha minimum limit, .60, of acceptance. 

Therefore this factor was rejected and it was not used in later data 

analysis. However, for the rest, Cronbach’s alphas ranged between .60 

and .92 and were thus acceptable. It can be said that factor analysis of 

performance in the short run was the most reliable, because the factors 

received relatively high Cronbach’s alphas ranging from .77 to .92.  
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5.4 Preannouncement usage 

 

Preannouncing appeared to be slightly more popular among the sample of 

this study than non-preannouncing behavior. There were 149 firms that 

used preannouncing when launching a new product to the market. 

Respectively, there were 121 firms that did not use preannouncing as a 

part of the product launch strategy and two firms that did not answer the 

question. Table 12 and figure 10 illustrate preannouncing behavior among 

the firms in this study.  

 

Table 12. Preannouncement usage 
  Number Percentage 
Usage 149 54,80 % 
Non-usage 121 44,49 % 
Not 
answered 2 0,74 % 
 Total 272 100,00 % 
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Figure 10. Preannouncement usage 

 

5.4.1 Preannouncing and the industry  

 

Preannouncing was the most used among machines and instruments 

industry and the group of other industry. Additionally, preannouncing was 

the least used within the metal industry. Interesting enough, these are the 

same industries that emerged when investigating the whole sample: the 
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most responses came from machines and instruments industry and the 

least from the metal industry. Table 13 and figure 11 clarify preannouncing 

behavior according to different industries.  

 

Table 13. Preannouncing according to industries 
Industry Number Percentage 
Machines and instruments 27 18,10 % 
Other industry 27 18,10 % 
Information and communication 19 12,80 % 
Electronics 17 11,40 % 
Food 14 9,40 % 
Services 14 9,40 % 
Forest  12 8,10 % 
Chemistry 10 6,70 % 
Metal 9 6,00 % 
Total 149 100,00 % 
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Figure 11. Preannouncing according to industries 

 

Preannouncing usage according to industries was also studied statistically 

via  X2-test. Based on the X2-test’s Chi-Square value, 0.5755, which is 

higher than the chosen risk level, 0.05, it can be said that there is no 

statistical difference between preannouncing usage and different 

industries. The results of this X2-test are found in the appendix 5.  

 

Besides the industry, the other elements of the external circumstances in 

this study are the nature of competition and the nature of market. The 

significance of these two elements was examined by two sample t-tests. 
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The summated scales concerning the nature of competition and the nature 

of market were tested and it was revealed that one summated scale 

concerning the nature of market, named as “customer related turbulence”, 

has an influence on preannouncement usage. However, the summated 

scales concerning the nature of competition did not have significant 

influence on preannouncing behavior.  

 

When interpreting the results of the two sample t-test about the nature of 

market, it was first noted that the variances were equal (Pr value 0.4726, 

which is higher than the risk level, 0.05). Then, the equal variance Pr 

value, 0.0207, revealed that the variable “customer related turbulence” has 

an influence on preannouncing behavior. Appendix 5 presents more 

detailed information about results of these tests.   

 

5.4.2 Preannouncing and the product strategy 

 

Based on the earlier research and literature, preannouncing is strongly 

linked to the product concerned. Sub-chapter 3.2 presented the previous 

findings about the product characteristics that are common, when 

preannouncing behavior occurs. However, in this study, products to be 

preannounced were divided into three different categories: consumer 

products, industrial products, and a combination of them. The firms that 

used preannouncing as a part of the product launch strategy developed 

and manufactured mainly industrial products (76 firms). There were 50 

firms that dealt with consumer products and 23 firms that had both of the 

products in their variety (see figure 12). 
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Figure 12. Preannouncing and the product type 

 

The connection between preannouncing and the product type was 

statistically tested by the table analysis X2-test. It was revealed that the 

product type has an influence on the preannouncing behavior. The Chi-

Square value was 0.0276, and because it is lower than the risk level, 0.05, 

the above mentioned conclusion may be drawn. The results of this test are 

presented in the appendix 5. 

 

Additionally, it was studied whether the product concerned was an 

independent product or a part of a larger product family. It turned out that 

majority of the products that were preannounced were partially (33 

products) or totally (73 products) part of a product family. Figure 13 

reveals the distribution of the answers to the statement of being an 

independent product or a part of a product family.  
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Figure 13. Preannouncing and the product family 

 

However, the two sample t-test revealed that there is no statistical 

difference on preannouncing behavior whether the preannounced product 

is an independent product or a part of a product family. The Pr value was 

0.4264, which is higher than the risk level, and therefore the hypothesis H0 

(there is no difference) remains in force (see appendix 5 for more 

information).  

 

Moreover, this study examined the version of the product (see figure 14). 

The distribution was quite smooth, but the most of the preannounced 

products were completely the first versions of the product (42 products). 

However, there were 35 preannounced products that were totally the last 

versions and 30 products that were placed somewhere in between. Thus, 

no major conclusion can be drawn based on these rather equal figures.  
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Figure 14. Preannouncing and the product version 

 

Also the two sample t-test proved statistically that there is no difference 

between preannouncement usages according to the product version. This 

is because the Pr value was 0.1386 which is higher than the risk level, 

0.05 (see appendix 5).  

 

What it comes to other dimensions of the product strategy in this study – 

standards and switching costs – it was revealed with the help of two 

sample t-tests that one standard summated scale variable and one 

switching costs summated scale variable had influence on 

preannouncement usage.  The summated scales were formed via factor 

analyses.  

 

When summated scales of standards were analyzed by two sample t-test, 

first, the equality of variances was examined. As the Pr value, 0.9369, was 

interpreted, it can be noticed that the variances were equal (Pr value 

0.9369 is higher than the chosen risk level, 0.05). Then, the interpretation 

of equal variances Pr value was done. As the Pr value was 0.0449, which 

was lower than the risk level, 0.05, it can be said that the standard 

summated scale “the development of dominant standards” has an 

influence on preannouncing behavior (see appendix 5 for more 

information).  
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The summated scales concerning switching costs, named as “to make the 

effort to get to know the alternative products” has also a significant 

influence on preannouncing behavior. When testing the impact of 

switching costs to preannouncing usage, two sample t-test was chosen. 

First, it was noticed that the variances were equal (Pr value 0.8928). Then 

the equal variances Pr value, 0.0069, revealed that this summated scale 

concerning switching costs has an influence on preannouncement usage 

(see appendix 5).  

 

5.4.4 Logistic regression analysis of preannouncement usage 

 

Preannouncement usage was further studied by binary logistic regression 

analysis. The objective of logistic regression analysis is to find out from the 

group of independent variables the ones that explain the best the changes 

in the dependent variable in response to the changes in the independent 

variables (Hair et al. 1998, p. 14; Metsämuuronen 2007, p.670). In this 

study, the goal was to find out, what variables could explain the firm’s 

preannouncing behavior i.e. whether the firm belongs to the group 0 (non-

usage) or to the group 1 (usage), which was the variable PRE measuring 

the firm’s preannouncing usage. As interpretive variables were chosen 

four variables that revealed to have an influence on preannouncing 

behavior by two sample t-tests and X2-tests. In other words, as interpretive 

variables were chosen: product type, summated scale variable 

“development of dominant standard” (STD F3), summated scale variable 

“to make the effort to get to know alternative products” (SC F4), and 

summated scale variable “customer related turbulence” (Mkttub F1). The 

product type was set as classification variable, because it had three 

classes: 1 = consumer product, 2 = industrial product, 3 = both.  

 

The logistic regression predicted the probability to belong to the group 0 

(firms that do not use preannouncing). Both non-users and users groups 

were almost equal in size (0.00; n = 106, 1.00; n = 133). The explanation 
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coefficient R-Square was 0.0899 and Nagelkerke 0.1204. Thus, this 

model’s explanation percentage was 12.04%, which is not very high. 

However, the model was significant, because the Likelihood Ratio, Score 

and Wald values were all lower than the chosen risk level, 0.05 (see table 

14).  

 

Table 14. The fitness of the model 

Testing Global Null Hypothesis: BETA=0 

Test 
Chi-

Square DF Pr > ChiSq 
Likelihood Ratio 22.5220 5 0.0004 
Score 21.3777 5 0.0007 
Wald 19.6434 5 0.0015 
 

It turned out that despite the model’s significance, not all of the variables 

were valid enough. Only variables SC F4 (“to make the effort to get to 

know alternative products”), Mkttub F1 (“customer related turbulence”), 

and product type 2 (industrial product) had Pr values under the chosen 

risk level, 0.05 (see table 15). The Pr values were (the same order as 

above) 0.0240, 0.0254, and 0.0374. The other variables received Pr 

values over 0.05 and were thus invalid.  

 

Moreover, it was noted that the Mkttub F1 variable received negative 

estimate, -0.03998. This means that when customer related turbulence 

grows, the probability to belong to the group 0 (non-preannouncing firms) 

is smaller. In other words, when customer related turbulence grows, it is 

more likely that the firm preannounces. On the contrary to this, variables 

SC F4 and prtype 2 received positive estimates that are 0.2978 and 

0.4258 (see table 15). This means that when customers perceive that they 

have to make the effort to get to know alternative products there is a 

higher probability for a firm to belong to the non-preannouncing group 

(group 0). Moreover, the situation is the same when a firm markets 

industrial products i.e. when a firm markets industrial products, it is more 

likely that it does not preannounce its products. This is a bit confusing, 
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because the most of the firms who used preannouncing in this study 

actually marketed exactly industrial products. 

 

Table 15. The coefficients and significances of the model  

Analysis of Maximum Likelihood Estimates 

Parameter   DF Estimate 

Standard Wald 

Pr > ChiSq Error 
Chi-

Square 
Intercept   1 -0.6754 0.6431 1.1031 0.2936 
STD F3   1 0.1602 0.1181 1.8382 0.1752 
SC F4   1 0.2978 0.1320 5.0914 0.0240 
Mkttub F1   1 -0.3998 0.1789 4.9956 0.0254 
prtype 1 1 0.1792 0.2439 0.5394 0.4627 
prtype 2 1 0.4258 0.2046 4.3302 0.0374 
 

This model manages to place 49 firms correctly to the class 0 (non-

preannouncing firms). This means that 46.2 % of the firms, who received 0 

in the model’s categorization, is correct (see table 16, sensitivity value). 

Additionally, the model places correctly 95 firms, which is 71.4 % 

(specificity value in the table 16), to the preannouncing group (class 1). In 

total, this model predicts correctly 60.3 %. Table 16 presents the figures 

about the forecast exactness. 

 

Table 16. Forecast exactness 

Classification Table 
Prob Correct Incorrect Percentages 

Level 
Event 

Non- 
Event 

Non- 
Correct 

Sensi- Speci- False False 
  Event Event tivity ficity POS  NEG  
0.500 49 95 38 57 60.3 46.2 71.4 43.7 37.5 
 

With the help of this logistic regression analysis, it can be noted, that the 

firm’s probability to not preannounce can be explained to some extent with 

the help of variables SC F4 (“to make the effort to get to know alternative 

products”), Mkttub F1 (“customer related turbulence”), and product type 2 

(industrial products). However, it is not possible to form an actual 

probability function, because the intercept estimate was not valid (see 

table 15, Pr value 0.2936, which is higher than the risk level). The detailed 
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information about the logistic regression analysis can be found from the 

appendix 6.  

 

5.5 Preannouncement audience and timing 

 

One of the main research questions in this study was to find out to whom 

and when firms use preannouncements. Although, as it became clear in 

the literature review, preannouncements can be directed to one or more 

audiences, in this study, the audiences were predefined into two groups: 

distributors and end users. It turned out that firms use almost equally often 

both distributors and end users as their preannouncement audiences: 

distributors were the audience in 98 cases and end users in 99 cases. 

Moreover, 52 respondents reported that they direct their 

preannouncement to both distributors and end users. Table 17 presents 

the exact numbers about the preannouncement audiences in this study. 

 

Table 17. Preannouncement audience 

Audience Number 
Distributors 98 
End users 99 
Both 52 
 

Preannouncement timing may range from a few weeks to months or a 

year or more prior the actual product launch (Eliashberg and Robertson 

1988, p. 282; Herbig and O’Hara 1998, p. 18). In this study, the 

preannouncement timing varied between 0 to 24 months, when the 

preannouncement was directed to the distributors, and from 0 to 36 

months, when the preannouncement was directed to the end users. The 

average preannouncing time was 3.40 months to distributors and 3.03 

months to end users. This indicates that distributors are wanted to be 

earlier informed about the upcoming product than end users although the 

difference in time is not that big (0.37 months). Table 18 presents figures 

about the preannouncing time in months before the product launch.  
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Table 18. Preannouncing in months prior the actual product launch 
  Distributors End users 
Mean 3,40 months 3,03 months 
Standard deviation 3,98 4,73 
Median 2,5 1 
Max 24 36 
Min 0 0 
 

When preannouncement timing was statistically studied, it was revealed 

that the preannouncement timing differs statistically according to the 

audience .i.e. distributors versus end users. This was discovered by paired 

t-test (N = 52) that the Pr value is 0.0027, which is lower than the chosen 

risk level, 0.05 and thereby it can be said that there is a difference 

between the mean values of preannouncement timing directed to 

distributors and end users. Appendix 7 presents the results of this test. 

 

Additionally, it was studied in what industries preannouncements to 

distributors (table 19 and figure 15) and to end users (table 20 and figure 

16) are used the most. It turned out that in machines and instruments 

industry and the group of other industry preannouncements were used the 

most when preannouncements were directed to distributors, whereas in 

the service industry preannouncements were used the least. 

 

Table 19. Preannouncement to distributors by industries 

Industry Number Percentage 
Other industry 21 21,40 % 
Machines and instruments 20 20,40 % 
Food 11 11,20 % 
Electronics 10 10,20 % 
Forest  9 9,20 % 
Chemistry 8 8,20 % 
Metal 7 7,10 % 
Information and 
communication 7 7,10 % 
Services 5 5,10 % 
Total 98 100,00 % 
 



 

 

85
 

21 20

11 10 9 8 7 7
5

0

5

10

15

20

25

O
th

er
 in

du
st

ry

M
ac

hi
ne

s 
an

d
in

st
ru

m
en

ts

Fo
od

E
le

ct
ro

ni
cs

Fo
re

st

C
he

m
is

try

M
et

al

In
fo

rm
at

io
n 

an
d

co
m

m
un

ic
at

io
n

S
er

vi
ce

s

 
Figure 15. Preannouncing to distributors by industries 

 

When the audience was end users, preannouncements were used the 

most in information and communication and machines and instruments 

industries (table 20 and figure 16). In food industry, however, 

preannouncements were used the least when they were directed to end 

users.   

 

Table 20. Preannouncement to end users by industries 
Industry Number Percentage 
Information and 
communication 18 18,20 % 
Machines and instruments 17 17,20 % 
Other industry 14 14,10 % 
Services 13 13,10 % 
Electronics 12 12,10 % 
Forest  8 8,10 % 
Chemistry 6 6,10 % 
Metal 6 6,10 % 
Food 5 5,10 % 
Total  99 100,00 % 
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Figure 16. Preannouncing to end users by industries 

 

5.6 Preannouncement objectives 

 

Preannouncing new products have various objectives according to the 

literature reviewed in the sub-chapter 2.4. In this study there were 13 

given statements about various preannouncing goals (see table 21) to 

whom firms could give scores between 1 - 5 on a Likert-scale (1 = strongly 

disagree, 5 = strongly agree).  

 

Table 21. Preannouncing goal statements 
Variable 
name Abbreviation Description 
prn1 Goal 1 Educate customers about this product  
prn2 Goal 2 Make customers more familiar with this product 

prn3 Goal 3 
Make customers more comfortable with the incorporated 
technology 

prn4 Goal 4 Reduce customers’ resistance to this product 
prn5 Goal 5 Reduce customers’ risk perception of this product  
prn6 Goal 6 Encourage potential customers to talk about our products 
prn7 Goal 7 Make sales take off more rapidly when we introduce the product 
prn8 Goal 8 Increase customers' expectations about our product’s introduction 
prn9 Goal 9 Begin building customer awareness 
PRN13 Goal 10 Make customers postpone their purchase decisions 
prn10 Goal 11 Enhance the company’s reputation 
prn11 Goal 12 Discourage competitors from introducing this type of product 
prn12 Goal 13 Make it difficult for competitors to enter successfully 
 

It turned out that the goal number 2 (make customers more familiar with 

this product) was the one that gained the most agree and strongly agree 
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statements, whereas the goal number 10 (make customers postpone their 

purchase decisions) gained the most disagree and strongly disagree 

statements. The means and standard deviations of each statement are 

seen in the table 22. 

 

Table 22. The means and standard deviations of each goal statement 

  Mean 
Standard 
Deviation 

Goal 1 3,27 1,36 
Goal 2 4,53 0,78 
Goal 3 3,34 1,31 
Goal 4 3,17 1,42 
Goal 5 3,32 1,34 
Goal 6 3,97 1,09 
Goal 7 4,47 0,71 
Goal 8 3,97 1,01 
Goal 9 4,16 0,95 
Goal 10 1,99 1,2 
Goal 11 3,56 1,23 
Goal 12 2,13 1,26 
Goal 13 2,43 1,28 
 

The distribution of agree-disagree opinions upon different goal statements 

is seen in figure 17.  
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Figure 17. The goals of preannouncing  

 

Preannouncement goals were further studied in order to find out whether 

there was correlation between preannouncement goals and the 

dimensions around preannouncing that in this case were the product 
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family and version, product’s standards, product’s switching costs, the 

nature of competition, and the nature of market. Out of four goals 

summated scales, “the guidance of customers” was chosen to be 

analyzed, because it collected the most of the original variables (four 

original variables altogether) and because its Cronbach’s alpha was 

relatively good, .76 

 

The correlations were studied by the Spearman correlation coefficient, 

because the data was not normally distributed. This was found out by 

histogams that were drawn out of the data.  

 

The findings of correlation analysis revealed that there is correlation 

between the goals summated scale “the guidance of customers” and the 

standards summated scales “dominant standard” (STD F1) and 

“compatibility with other standards” (STD F2). The Pr values were as 

follows to the former <.0001 and to the latter 0.0014. Moreover, it was 

found out that four switching costs summated scales correlate with the 

goals summated scale “the guidance of customers”. The switching costs 

summated scale “efforts in implementing new product” (SC F1) received 

Pr value < .0001, “fidelity to the old” (SC F2) got Pr value 0.0006, “to make 

the effort to get know alternative products” (SC F4) received Pr value < 

.0001, and “the benefits of the current product” (SC F5) got Pr value 

0.0004. It was noticed that with all the other dimensions there is no 

correlation with the “guidance of customers”. The results of all the 

correlation analysis can be found from the appendix 8. 

 

5.7 Preannouncement performance 

 

Preannouncements provide firms with many benefits as stated in the 

chapter 3.5.1. In this study, preannouncement performance was further 

studied whether the mean values of the performance in the short term are 

the same in the preannouncement usage classes (0 = non-usage, 1 = 
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usage). Out of four performance summated scales, “expansionary 

motives” (Aperf_s F1) was chosen, because it combined five original 

variables and its Cronbach’s alpha was good.  

 

In order solve the problem, two sample t-test was chosen, because the 

summated scale “expansionary motives” was quite normally distributed. 

This was noted by histogram (see appendix 9.).  The results revealed that 

that there is no difference in performances between preannouncing and 

non-preannouncing firms when it comes to this variable measuring the 

performance in the short term. It was first noticed that the variances 

between these groups were unequal (Pr value was 0.04, which is less 

than the chosen risk level, 0.05). Then the Unequal variances Pr value, 

0.7474 was interpreted. Because this value was higher than the chosen 

risk level, 0.05, it can be said that there is no difference in performances in 

the short term when measuring expansionary motives between non-

preannouncing and preannouncing firms. All of the results of this two 

sample t-test are found from the appendix 9.  

 

5.8 The summary of the results 

 

In this study, there were six factor analyses conducted that produced 24 

new summated scales. Out of these 24 summated scales, 23 were later 

used when the data was further analyzed. One summated scale was 

rejected, because its poor reliability.  

 

Preannouncements were used the most within the machines and 

instruments industry and within other industry. However, there was no 

statistical difference between preannouncement usage and different 

industries. Another dimension measuring the firm’s external circumstances 

was market turbulence. It turned out that market turbulence summated 

scale called customer related turbulence had statistical influence on 

preannouncing behavior. 
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The majority of the preannounced products in this study were industrial 

products. The product type was statistically proven to have an influence on 

preannouncement usage. Moreover, the majority of the preannounced 

products were partially or completely a part of a product family. However, 

this could not have been statistically proven. What is comes to different 

versions of the products – the first or the last – the distribution was quite 

equal and no statistical differences could have been found. The 

development of dominant standard and one variable measuring switching 

costs “to make the effort to get to know alternative products” were noticed 

to have a statistical influence on preannouncing behavior.  

 

With logistic regression analysis a significant model was created whose 

explanation percentage was 12.04 %, which cannot be considered to be 

very high. Additionally, not all the variables of the regression analysis were 

valid. Out of four variables, three were valid. Total forecast exactness of 

the model was 60.3 %. The probability of non-preannouncing behavior can 

be explained to some extent with this model, but it is not possible to form 

an actual probability function. Therefore, it can be said that the logistic 

regression analysis performed in this study was incomplete. 

 

The preannouncement audiences in this study were predefined as 

distributors and end users. These groups were almost as equal in size. 

The mean preannouncement time was 3.40 months when directed to 

distributors and 3.03 months when directed to end users. It was also 

statistically noticed that the preannouncement timing differs according to 

the audience.  

 

The most popular goal within preannouncing firms were the statement: 

“make customers more familiar with this product”. The least popular was 

“make customers postpone their purchase decisions”. It was found out that 

there is statistical correlation between some of the preannouncement 

goals and the product’s certain perceived switching costs’ and standards’ 

matters.  
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Preannouncement performance was studied whether the product’s actual 

performance in the short term was the same between non-preannouncing 

and preannouncing firms. It was found out that there is not statistical 

difference between these groups when measuring the product’s 

performance in the short term. However, this is rather limited interpretation 

and therefore no major conclusions can be drawn based on this single 

finding.  
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6 CONCLUSIONS 

 

The objective of this study was to define the role of preannouncing in 

innovation launch strategy. The main focus was on the preannouncement 

usage, which was tried to explain by the firm’s internal strategy and 

external circumstances. Moreover, preannouncement audience and timing 

was studied and also preannouncement goals. Additionally, the 

performance in the short term was examined in terms of whether 

preannouncement usage has an effect on performance. 

 

The study was made via questionnaire (both paper and web-based). The 

sample (N = 713) consisted of Finnish companies that had their own 

product development activities and that had have recent product launches 

within the past three years. The data collection produced 272 answers and 

thus, the final response rate of the study was 38.15 %. The data was 

analyzed by using SAS Enterprise Guide statistical program.  

 

This study aimed to provide a holistic view on preannouncing behavior 

within Finnish companies. As the today’s marketing knowhow among 

Finnish firms is considered to be insufficient to some extent, this study 

tried to clarify the situation to the extent of preannouncement usage. 

Moreover, this study tried to follow the recommendation of Lilly and 

Walters (1997) to examine the phenomenon of preannouncements across 

the industries and countries.  

 

It became revealed in this study that preannouncing cannot be explained 

by different industries. However, out of other external circumstances 

around the company, the customer related turbulence affects on 

preannouncing behavior. When the market is considered to be turbulent in 

terms of frequencies of change in customers’ needs and preferences, it 

has an influence on the firm’s preannouncement usage.  
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Additionally, it was revealed that the product type (industrial, consumer or 

both) has effect on preannouncing behavior. One of the product’s 

perceived standard and switching costs elements were also found to 

influence on preannouncing. If the product is perceived to have features of 

development of technological dominant standard (standard factor 3), it 

affects on preannouncement usage. Moreover, if the product’s typical 

consumer experiences that it takes a lot of time and effort to look for 

information about the alternative products or to locate new alternatives, it 

has an effect on preannouncing behavior.  

 

Preannouncement timing was noticed to differ according to audience. This 

means that the exact timing of a preannouncement depends on whether 

the preannouncement is directed to distributors or end users.  It was also 

noticed that there is correlation between preannouncement goals and 

some of the product’s standard and switching costs matters. This means 

that if the product represents certain type in standard and switching cost 

wise, it affects on the preannouncement objectives that were set. 

However, it was revealed that the performance in short term is not affected 

whether the firm uses preannouncing or not. Based on this, it could be 

said that preannouncing is not either advantageous or disadvantageous, 

but this should be studied more profoundly in order to be able to state 

more certain, what is the role of preannouncing in the product’s 

performance. 

 

6.1 Reliability and validity of the research 

 

Validity means the capability of the measures or the chosen research 

method to measure exactly what it was originally purposed to measure 

(Hirsjärvi et al. 2002, p. 213). Hair et al. (1998, p. 3; 118), in turn, define 

validity as the extent to which a scale or a set of measures exactly 

represents the handled concept i.e. the degree to which it is free form any 

systematic of non-random error.  
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This study was partially replicated and through this, it has been discovered 

valid previously. The measures used in this study were used and validated 

by other researchers before. This study was also pretested, which also 

improves the validity of the research. The factor analyses conducted here 

were quite successful and this verified the validity of the measures of the 

study to some extent. There were some hidden dimensions that were 

found when the variables were loaded into factors.  

 

Validity refers also to the matter that the questions are understood the by 

the respondent the same way as the researcher was planned (Hirsjärvi et 

al. 2002, pp. 213 – 214). In this study, the questionnaire was available in 

both Finnish and in English. If a responded was more comfortable in 

answering questions in English, he could have done it or the other way 

around. Moreover, the pretesting revealed some points were the wording 

of the statements needed correction and that was done before the final 

version of the questionnaire was available. However, it may be so that 

some of the questions were still misunderstood. At least the questions 

concerning the annual sales and personnel produced answers that were a 

bit confusing. The unit for annual sales was predefined to k€. It seemed 

that not all the respondents were noticed this. Also the personnel of the 

company was originally meant to mean only Finnish unit’s personnel, but 

some respondents may have answered on the behalf of the entire 

international concern.  

 

The reliability, on the other hand, means the repeatability of the measuring 

results (Metsämuuronen 2007, p. 65). In other words, the results of the 

research can be found reliable if two researchers conclude the same final 

results (Hirsjärvi et al. 2002, p. 213).  

 

Cronbach’s alphas were used in examining reliabilities of the scales. All 

the alphas were either satisfactory, good or even excellent, except one, 

that was rejected and it was not used in later data analysis. Significance 

levels were interpreted and if the values were under the acceptable 
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significance level, the results were not accepted. The conclusions were 

made only from statistically significant results.   

 

6.2 Limitations and future research proposals 

 

There are certain limitations that should be kept in mind when interpreting 

the results of this study. The statistical analyses conducted here were 

rather simple. Deeper statistical analysis would reveal more accurate and 

complex results form the data. Also the interrelationships and correlations 

between different measures were not that deeply analysed in this study. 

The logistic regression was a bit incomplete and with it, it is not possible to 

predict preannouncing behavior under certain circumstances.  

 

The preannounced product’s characteristics were not specified in detail as 

the product type was preset into three different categories. It would be 

interesting to know, what kind of characters a typical preannounced 

product has. As it was found out in the literature review that 

preannouncements are common for complex, high technology products 

(Calantone and Schatzel 2000; Lilly and Walters 1997), this study, 

however, cannot speak out whether it really is so.   

 

Preannouncement’s effect on product’s performance in the short term was 

studied rather superficially. In order to really speak out, how advantageous 

it is to preannounce, this item should be studied more profoundly e.g. with 

the help of exact financial data.  

 

In this study, preannouncement audiences were predefined into two 

groups: distributors and end users. However, it would be interesting to 

know whether Finnish firms have additional audiences, e.g. shareholders 

and competitors.   
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