Product, Concepts and Classification

In marketing, a product is anything that can be offered to a market to satisfy a want or need. It
may be a physical object, a service, an idea, a person, a place, or an organization. From a
marketing point of view, a product is not limited to its physical form; it also includes features,
quality, design, brand name, packaging, warranty, and after-sales service. Proper classification
of products is essential because different products require different marketing strategies related
to pricing, promotion, and distribution. Products are classified on various bases such as nature
of use, buying behavior, durability, and tangibility.

Classification of Products on the Basis of Users

Consumer products are goods purchased by individuals for personal or household
consumption. These products are not meant for resale or further production. Consumer
products are mainly influenced by consumer buying behavior and are further classified into the
following categories:

Convenience products are items that consumers purchase frequently, immediately, and with
minimum effort. These products are usually low-priced, widely available, and bought on
impulse. Examples include bread, milk, soap, toothpaste, newspapers, chocolates, and soft
drinks. Consumers do not compare prices or quality extensively while purchasing convenience
products. Because of frequent purchases, these products require extensive distribution and
heavy advertising to ensure easy availability and brand recall. Convenience products are
further divided into staple goods, impulse goods, and emergency goods.

Shopping products are purchased less frequently than convenience products and require
careful comparison of price, quality, design, and brand. Examples include clothes, shoes,
furniture, televisions, washing machines, and mobile phones. Consumers spend time and effort
in gathering information and comparing alternatives before making a purchase decision. These
products are usually priced higher than convenience products and are sold through selective
distribution channels. Promotion for shopping products focuses on providing detailed product
information and highlighting differences among competing brands.

Specialty products are those with unique characteristics or strong brand identification for which
consumers are willing to make special purchasing efforts. Examples include luxury cars,
designer clothes, premium watches, high-end smartphones, and exclusive perfumes.
Consumers show strong brand loyalty and are less sensitive to price. These products are
usually sold through exclusive distribution channels. Promotion emphasizes brand image,
prestige, and uniqueness rather than price competition.

Unsought products are products that consumers do not normally think of buying or are
unaware of until a need arises. Examples include life insurance, fire extinguishers, smoke
detectors, and funeral services. These products often require aggressive advertising and
personal selling to create awareness and stimulate demand. Marketers must educate
consumers about the benefits and importance of such products.
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Classification of Products on the Basis of Durability and Tangibility

Durable products are tangible goods that have a long life and can be used repeatedly over a
period of time. Examples include refrigerators, televisions, furniture, vehicles, and computers.
Because of their long life and higher price, consumers take more time in decision-making.
Marketing of durable products requires personal selling, after-sales service, warranties, and
strong brand reputation. Promotion focuses on quality, durability, and long-term benefits.

Non-durable products are tangible goods that are consumed quickly or have a short life.
Examples include food items, beverages, soaps, cosmetics, and stationery. These products are
purchased frequently and at low prices. Extensive distribution and heavy advertising are
essential to ensure availability and repeated purchases. Branding and packaging play a
significant role in influencing consumer choice.

Services are intangible products that provide benefits without resulting in ownership. Examples
include banking, insurance, education, healthcare, transport, tourism, and consultancy
services. Services are characterized by intangibility, inseparability, variability, and perishability.
Marketing of services focuses on service quality, customer experience, trust, and relationship
building. Since services cannot be stored, timely delivery and customer satisfaction are crucial.

Classification of Products on the Basis of Use (Industrial Products)

Industrial products are goods purchased by organizations, businesses, or institutions for use in
production, operations, or resale. These products are not meant for personal consumption.
Industrial products are classified as follows:

Raw materials are basic materials used in the production of finished goods. They can be
agricultural products such as cotton, wheat, rubber, and sugarcane, or natural products such as
minerals, coal, crude oil, and iron ore. Raw materials are usually sold directly to manufacturers
in large quantities. Price, availability, and reliability of supply are important factors in marketing
raw materials.

Manufactured Materials and Parts

Manufactured materials and parts include processed materials and component parts used in
the production process. Examples include steel, cement, glass, tyres, engines, and electronic
components. These products may be standardized or customized. Quality, consistency, and
technical specifications are crucial in this category. Long-term relationships between buyers
and sellers are common.

Capital items are long-lasting goods used in production or operations. They include machinery,
equipment, tools, factory buildings, and office infrastructure. Capital items involve high
investment and are purchased after careful evaluation. Marketing of capital items relies heavily
on personal selling, technical support, and after-sales service. Decisions are often based on
cost-benefit analysis and long-term productivity.

Supplies and Business Services
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Supplies are short-term goods used in daily business operations, such as stationery, lubricants,
cleaning materials, and office supplies. Business services include maintenance, repair
services, legal services, advertising services, and consultancy. These products support smooth
functioning of business activities. Convenience, reliability, and service quality are important
factors in their marketing.

Classification of Products on the Basis of Buying Behavior
Products can also be classified based on how consumers purchase them:

+ Routine Purchase Products: Purchased regularly with little thought, such as groceries
and toiletries.

e Occasional Purchase Products: Purchased occasionally, such as clothes and
household appliances.

 Emergency Purchase Products: Purchased during emergencies, such as medicines
and repair services.

Understanding buying behavior helps marketers design suitable marketing strategies and
promotional efforts.

Classification of Products on the Basis of Marketability

Products can be classified on the basis of marketability, that is, according to the market for
which they are produced and the purpose they serve. This classification helps marketers
design appropriate marketing strategies, pricing policies, distribution systems, and promotional
activities. On the basis of marketability, products are broadly classified into Consumer Goods
and Producer Goods (Industrial Goods).

Consumer goods are products that are produced for direct consumption by the final
consumers. These goods satisfy personal and household needs and are not meant for resale
or further production. Examples include food items, clothing, footwear, cosmetics, household
appliances, and entertainment products. The demand for consumer goods is direct and
depends largely on consumer preferences, income, tastes, and lifestyle. Marketing of
consumer goods focuses on mass advertising, attractive packaging, branding, and wide
distribution to ensure easy availability. Price sensitivity is high in many consumer goods, and
promotional strategies aim to influence consumer buying behavior.

Producer Goods (Industrial Goods)

Producer goods, also known as industrial goods, are products used for further production,
business operations, or resale. These goods do not directly satisfy consumer needs but help in
producing consumer goods or providing services. Examples include raw materials, machinery,
tools, equipment, and factory buildings. The demand for producer goods is derived from the
demand for consumer goods. Marketing of producer goods emphasizes personal selling,
technical support, quality, and long-term relationships between buyers and sellers. Price,
reliability, and after-sales service play a crucial role in industrial purchasing decisions.
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Product Mix, Components, Strategy, Importance

Product mix refers to the total range of products offered by a company to its customers. It
includes all product lines and individual products that a business sells in the market. Product
mix is also known as product assortment. It is an important part of marketing strategy because
it helps the company meet different customer needs. A well planned product mix increases
sales and customer satisfaction. It consists of four main elements width length depth and
consistency. Companies decide their product mix based on market demand competition and
company objectives. Managing product mix properly helps in better resource use and market
coverage. It also helps businesses build a strong brand image and achieve long term growth.

| Components of Product Mix:
1. Width (Breadth) of Product Mix

Width refers to the number of different product lines a company offers. A product line is a group
of related products that share similar functions, customer segments, distribution channels, or
production technologies. For example, Hindustan Unilever’s product mix width includes lines
such as laundry (Surf Excel, Rin), personal care (Dove, Lux, Ponds), oral care (Close-Up,
Pepsodent), and foods (Knorr, Kissan). Width represents the company’s diversification strategy.
A wide mix spreads risk across multiple categories, leverages brand equity into new domains,
and offers one-stop shopping for channel partners. However, wide mixes require substantial
resources, management attention, and distinct competencies. A narrow mix focuses resources
on core strengths, achieves deeper expertise, and simplifies operations. Product mix width
decisions involve corporate-level strategy: entering new categories via acquisition (buying a
brand in a new line) or organic development (launching from scratch). Width must align with
company resources and strategic objectives.

2. Length of Product Mix

Length refers to the total number of items (SKUs or stock-keeping units) across all product
lines. For example, if a company has three product lines with 10, 15, and 20 items respectively,
the total mix length is 45 items. Length indicates the granularity of the product offering. A longer
mix provides more choices, covering diverse customer preferences, price points, and usage
occasions. It allows the company to block shelf space from competitors and maximize share of
wallet. However, excessive length increases inventory holding costs, forecasting complexity,
production changeover costs, and risk of cannibalization. For example, a toothpaste brand with
20 variants (whitening, sensitive, herbal, kids, travel size, etc.) has long product line length.
Managing length requires regular SKU rationalization: eliminating low-volume items that do not
cover their shelf-space costs. Optimal length balances customer desire for choice against
operational efficiency. Length decisions are typically made at product line manager level.

3. Depth of Product Mix
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Depth refers to the number of variants offered within each individual product line. Variants
include different sizes, flavors, colors, formulations, models, or packaging options. For
example, a soft drink line’s depth might include 250ml can, 500ml bottle, 1.25 liter bottle, 2 liter
bottle, and 2.25 liter family size—plus diet and zero-sugar versions of each size. Depth serves
different usage occasions: single-serve for immediate consumption, large bottles for home
parties, family packs for weekly shopping. Greater depth captures customers at different price-
per-unit economics (small sizes have higher per-unit price, larger sizes have lower per-unit
price). It also blocks competitors from finding unmet size or variant gaps. However, depth
increases manufacturing complexity (multiple molds, filling lines), packaging inventory, and
retail shelf management difficulty. Some retailers limit depth by charging slotting fees per SKU.
Depth decisions use usage occasion analysis: understanding when, where, and how
customers consume the product to offer appropriate variants.

4. Consistency of Product Mix

Consistency refers to how closely related the various product lines are in terms of end-use,
production requirements, distribution channels, price ranges, or customer segments. High
consistency means lines share strong commonalities; low consistency means lines are diverse
with little connection. For example, Apple’s product mix (Mac, iPhone, iPad, Apple Watch,
AirPods, services) has high consistency: all serve technology-savvy consumers, share design
language, use Apple Stores and online distribution, and integrate via iOS ecosystem. In
contrast, ITC’s product mix (cigarettes, hotels, packaged foods, paper, apparel) has low
consistency—different customers, channels, and production technologies. Consistency affects
operational synergy. High consistency enables shared R&D, cross-selling, unified branding,
and distribution efficiency. Low consistency spreads risk across unrelated industries but
requires separate management teams, supply chains, and brand architectures. Consistency is
neither good nor bad—it reflects corporate strategy. Conglomerates like Tata Group embrace
low consistency; focused companies like Starbucks (coffee, mugs, packaged beans, ready-to-
drink) pursue high consistency.

| Importance of Product Mix:
1. Maximizes Market Coverage

A well-designed product mix allows a company to serve multiple customer segments with
different needs, preferences, and price sensitivities. By offering a range of products across
various lines, the firm captures customers who might otherwise buy from competitors. For
example, a single automobile brand offering hatchbacks, sedans, SUVs, and electric vehicles
covers first-time buyers, families, luxury seekers, and eco-conscious consumers
simultaneously. Without adequate mix width and depth, the company leaves market gaps that
competitors exploit. Market coverage also includes geographic dimensions: different products
suit different regional preferences (e.g., smaller cars for crowded cities, larger vehicles for rural
areas). Optimal coverage balances serving all profitable segments against the complexity cost
of additional products. A product mix that misses important segments forces customers to
assemble solutions from multiple vendors, reducing share of wallet.
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2. Increases Sales and Revenue

A broader or deeper product mix generates more revenue opportunities from the same
customer base through cross-selling and up-selling. Cross-selling offers complementary
products from different lines (e.g., a bank customer with a savings account is offered a credit
card, loan, and insurance). Up-selling encourages customers to move to higher-priced variants
within the same line (e.g., from basic to premium smartphone). Each additional product adds
incremental sales without necessarily acquiring new customers. For example, McDonald’s sells
burgers (core) plus fries, drinks, desserts, breakfast items, and coffee—each increasing
average transaction value. Without mix depth, revenue per customer remains limited to the
core product. However, adding products that cannibalize core sales or fail to generate
incremental volume merely increases complexity without revenue benefit. Profitable mix
expansion requires understanding which products genuinely add new purchases versus merely
shifting existing ones.

3. Spreads Business Risk

Relying on a single product or narrow product line exposes the company to catastrophic failure
if that product faces decline, technological obsolescence, regulatory ban, or competitive
disruption. A diversified product mix spreads risk across multiple products, lines, and
categories. When one product underperforms, others may compensate. For example, during
the COVID-19 pandemic, companies with product mixes including both out-of-home (restaurant
supply) and in-home (retail packaged goods) survived better than those with only one channel
exposure. Risk spreading also works across life cycle stages: mature products generate cash
to fund emerging products that may fail. Conglomerates like Tata Group explicitly use product
mix breadth for risk reduction—Ilosses in one industry (e.g., hotels during pandemic) offset by
gains in others (e.g., packaged foods, IT services). However, excessive diversification
unrelated to core competencies creates its own risks of management distraction and resource
dilution.

4. Enhances Competitive Advantage

A carefully crafted product mix creates barriers that competitors cannot easily overcome. A
competitor can copy a single product but struggles to match an entire portfolio of related
products that share distribution, brand equity, and customer relationships. For example, Apple’s
product mix (iPhone, iPad, Mac, Watch, AirPods, iCloud, Apple Music) creates an ecosystem
where each product increases the value of others. Switching costs become high: an iPhone
user hesitates to switch to Android because they lose seamless integration with their Mac and
Apple Watch. Similarly, a wide product mix allows a company to block shelf space in retail—a
brand with 20 toothpaste variants occupies more shelf facings, leaving less room for
competitors. Product mix also enables bundling strategies (selling products together at a
discount) that competitors offering only single products cannot match. Over time, product mix
becomes a structural competitive advantage, not easily replicated.

5. Improves Customer Retention and Loyalty
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Customers stay longer with brands that satisfy multiple needs across different occasions. A
narrow product mix forces customers to buy from other brands for their other needs, creating
switching opportunities. A broad, well-integrated mix increases share of wallet and builds
switching costs. For example, Amazon Prime members buy not only products but also
consume video streaming, music, and cloud storage—each service increases retention. Loyalty
programs link across product lines: airline miles earned on flights can redeem for hotel stays,
car rentals, or merchandise, keeping customers within the brand family. The psychological
effect is “relationship depth’—customers perceive the brand as a solution provider rather than
a single-product seller. However, adding products that do not meet the same quality standards
or brand promise backfires; customers generalize poor experience across the mix. Retention
improves only when mix expansion maintains or enhances overall brand value.

6. Enables Efficient Use of Marketing Resources

A coherent product mix allows sharing of marketing investments across multiple products,
improving return on spending. One advertising campaign can feature multiple products (e.g.,
“Taste the World” featuring all restaurant menu items). A single sales force sells the entire
product line to the same customer, reducing customer acquisition cost per product. Trade
shows, sponsorships, and digital marketing assets serve multiple products simultaneously.
Distribution costs drop when the same trucks, warehouses, and retail relationships handle
many products. For example, Procter & Gamble’s sales representatives sell Tide detergent,
Pampers diapers, Gillette razors, and Crest toothpaste in the same store visit—far more
efficient than separate sales forces for each category. Without mix coherence, each product
requires separate marketing spending, multiplying costs. Efficiency gains depend on actual
synergies, not just corporate wishes. Forced sharing where no real synergy exists creates
conflict and suboptimal decisions. Efficient mix design identifies genuine resource-sharing
opportunities before adding products.

7. Facilitates Channel Relationships

Retailers and distributors prefer suppliers with broader product mixes because they generate
higher revenue per vendor relationship, reduce administrative complexity (one purchase order,
one invoice, one return process for multiple products), and offer one-stop shopping for
customers. A supplier with a deep product mix earns better shelf space, promotional support,
and credit terms from channel partners. For example, a grocery store prefers a beverage
supplier offering cola, juice, water, energy drinks, and sports drinks over five single-product
suppliers. The broad-mix supplier gains negotiating power: the retailer cannot easily drop them
without losing multiple categories. Conversely, a narrow-mix supplier is easily replaced.
However, broad mixes also concentrate power dangerously for retailers; they may demand
better terms knowing the supplier cannot easily walk away. The optimal mix for channel
relationships balances mutual benefit with bargaining power. New products within existing lines
gain faster distribution because channel partners already trust the supplier.

8. Supports Brand Architecture and Equity
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Product mix decisions directly shape brand architecture—how corporate, family, and individual
brand names relate. A well-designed mix clarifies brand roles: flagship products build brand
equity; flanker products protect market share; cash cows fund growth; fighter products combat
competitors. Consistent mix management prevents brand dilution where unrelated products
weaken brand meaning. For example, Virgin’'s product mix (airlines, music, mobile, banking,
space tourism) succeeds because all share the brand meaning of “rebellious, customer-
friendly, value-for-money”—not because of product category similarity. Conversely, failed mix
expansions (e.g., Harley-Davidson perfume, Colgate frozen dinners) damaged brand equity
because products did not fit brand meaning. Product mix decisions must respect brand
boundaries. Sub-brands, endorsed brands, and standalone brands provide architectural
solutions for expanding mix without harming core brand. Without thoughtful brand architecture,
mix expansion erodes the very equity that made expansion possible. Regular brand audits
ensure mix additions strengthen rather than weaken overall brand value.

Strategy of Product Mix:
1. Expansion of Product Mix

Expansion strategy means increasing the number of product lines or products offered by the
company. It helps in attracting more customers and entering new markets. Businesses may
add new products related or unrelated to existing ones. This strategy increases sales and
market share. It also reduces risk by not depending on a single product. Companies use this
strategy when they want growth and diversification. Proper planning is important to avoid
confusion and high costs. Expansion helps in building a strong market presence.

2. Contraction of Product Mix

Contraction strategy means reducing the number of product lines or products. Companies
remove unprofitable or low demand products. This helps in focusing on core products and
improving efficiency. It reduces costs and avoids wastage of resources. Businesses can
concentrate on high performing products. This strategy is useful during losses or economic
slowdown. It helps in improving profitability and better management. Contraction ensures that
only valuable products remain in the mix.

3. Alteration of Existing Products

This strategy involves modifying or improving existing products. Changes may include design,
quality, features, or packaging. It helps in meeting changing customer needs and preferences.
Alteration keeps the product updated and competitive. Companies use this strategy to extend
product life cycle. It also helps in attracting new customers and retaining existing ones.
Continuous improvement is important for success. This strategy ensures that products remain
relevant in the market.

4. Product Differentiation

5/11



Product differentiation means making the product different from competitors. Companies create
unique features, branding, or quality. This helps in attracting customers and building brand
loyalty. Differentiation reduces price competition and increases value. It creates a strong
market position. Businesses must clearly communicate the differences to customers. This
strategy is important in competitive markets. It helps in increasing sales and customer
preference.

5. Product Positioning Strategy

Product positioning strategy focuses on creating a specific image of the product in the minds of
customers. Companies decide how the product will be perceived based on quality, price, or
benefits. It helps customers understand the value of the product. Proper positioning increases
brand recognition and loyalty. Businesses must ensure consistency in communication and
delivery. This strategy supports overall marketing goals. It helps in achieving competitive
advantage and long term success.

Examples of Product Mix:
1. Coca-Cola Product Mix.

Coca-Cola’s product mix demonstrates moderate width with significant depth. Width includes
sparkling soft drinks (Coca-Cola, Sprite, Fanta, Thums Up in India), water (Dasani, Kinley),
juices (Minute Maid), sports drinks (Powerade), tea/coffee (Georgia, Costa), and dairy (Fairlife).
Total length exceeds 3,500 SKUs globally, though local markets carry fewer. Depth is
substantial in core lines: Coca-Cola comes in regular, zero sugar, diet, vanilla, cherry, and
caffeine-free variants, each available in can (150ml, 330ml), PET bottle (300ml, 500ml, 1L,
1.5L, 2L, 2.5L), glass bottle (200ml, 250ml), and fountain syrup. Consistency is moderate—all
are beverages but span carbonated, non-carbonated, still, and hot drinks. This mix allows
Coca-Cola to serve every drinking occasion from morning coffee to party soda, while sharing
distribution (trucks, vending machines, retail coolers) across lines. The mix protects against
carbonated drink decline by growing water and juice segments.

2. Apple Product Mix.

Apple’s product mix is narrow (few lines) but deep and highly consistent. Width includes five
core lines: iPhone, Mac, iPad, Wearables (Apple Watch, AirPods), and Services (iCloud, Apple
Music, Apple TV+, App Store, Apple Pay). Length totals approximately 30-40 active SKUs (e.g.,
iPhone 16, iPhone 16 Pro, iPhone 16 Pro Max, each with 4 colors and 3 storage capacities).
Depth varies: iPhone has multiple models per generation; Mac includes MacBook Air, MacBook
Pro, iMac, Mac Mini, Mac Studio, Mac Pro. Consistency is extremely high—all products share
design language (minimalist aluminum and glass), operating system integration (i0OS/macOS
continuity), distribution (Apple Stores, apple.com), and premium pricing. This consistency
creates powerful ecosystem lock-in: owning an iPhone increases desire for Apple Watch and
AirPods, which integrate seamlessly with Mac. The narrow width prevents dilution of Apple’s
premium brand meaning, while deep variants within lines serve different price points (e.g.,
iPhone SE for budget-conscious Apple fans).
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3. Maruti Suzuki Product Mix.

Maruti Suzuki’s product mix is tailored for the Indian automobile market with focused width and
strategic depth. Width includes passenger cars across segments: entry-level (Alto, S-Presso),
hatchback (Swift, Ignis, Baleno, Celerio, WagonR), sedan (Dzire, Ciaz), SUV (Brezza, Grand
Vitara, Jimny, Fronx), van (Eeco, Super Carry), and electric (e-Vitara). Length exceeds 35
distinct models, each with multiple fuel options (petrol, CNG, some diesel, electric). Depth
includes variant trims (L, V, Z, Z+) and transmission choices (manual, automated manual,
automatic). Consistency is high—all are personal/light commercial vehicles under 320 lakh,
distributed through Maruti’s Nexa (premium) and Arena (mass) channels, sharing service
network and brand promise of “low cost of ownership.” The mix covers 80% of Indian car buyer
needs from %3 lakh (Alto) to ¥20 lakh (Grand Vitara). This width-within-automotive focus
prevents brand dilution while maximizing market coverage in India’s price-sensitive market.

4. Amazon Product Mix.

Amazon’s product mix is exceptionally wide with shallow depth per line, low consistency,
organized through portfolio architecture. Width includes retail (millions of products across
books, electronics, apparel, grocery, furniture), devices (Kindle, Echo, Fire TV, Ring), digital
content (Prime Video, Music, Audible, Kindle Store), cloud computing (AWS), advertising, and
subscription services (Prime). Total length is nearly infinite in retail (over 12 million SKUs in US
alone), but depth per category is shallow—Amazon stocks best-selling items rather than every
variant. Consistency is low: AWS (enterprise infrastructure) shares little with Echo (consumer
hardware) except the corporate brand and customer obsession culture. Amazon manages this
via sub-brands: “Amazon Basics” for private label, “Whole Foods” for grocery, “Twitch” for
gaming. The mix’s unifying logic is not product similarity but customer primacy: serving the
same customer’s diverse needs (shopping, entertainment, cloud storage for photos, smart
home). The wide mix spreads risk across low-margin retail and high-margin AWS.

5. Nike Product Mix.

Nike’s product mix balances athletic footwear with apparel and equipment, organized by sport
category. Width includes footwear (running, basketball, soccer, training, lifestyle), apparel
(jerseys, shorts, leggings, jackets), equipment (balls, bags, protective gear), and accessories
(socks, hats, watches). Length exceeds 10,000 SKUs globally. Depth is substantial: running
shoes alone include Air Zoom, Pegasus, Vomero, Structure, Invincible, and Alphafly lines, each
with 5-15 colorways, men’s/women’s/kids sizing, and width options. Consistency is moderate—
all products serve athletes or lifestyle customers but span very different manufacturing (knit vs.
injection molded). Nike maintains consistency through brand meaning (“Just Do It”), swoosh
logo across all products, and distribution (Nike app, website, flagship stores, select retailers).
The mix allows category-specific marketing (basketball shoes promoted with NBA stars) while
leveraging shared R&D (Air cushioning technology appears in running, basketball, and lifestyle
shoes). Depth in popular lines like Air Force 1 (hundreds of color variants) creates collector
culture and scarcity marketing.

6. Unilever Product Mix.
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Unilever’s product mix demonstrates extreme width (over 400 brands globally) organized
through category-based architecture. Width includes beauty & personal care (Dove, Lux,
Pond’s, Sunsilk, TRESemmé), home care (Surf Excel, Rin, Comfort, Vim), foods & refreshment
(Knorr, Kissan, Brooke Bond, Lipton, Magnum, Horlicks in India). Length is thousands of SKUs
—Surf Excel alone has powder (various kg), liquid (various ml), and bar (for hand washing)
variants, plus specialized formulations (front load, top load, hand wash). Consistency is low:
toothpaste (Close-Up, Pepsodent) shares little with ice cream (Magnum, Kwality Wall’s) except
distribution to same retailers. Unilever manages inconsistency via strong individual brand
identities (Dove stands for real beauty; Knorr stands for cooking) under corporate endorsement
(“Unilever” appears small on packaging). The wide mix spreads risk across categories with
different growth drivers and seasons. Retail channel relationships benefit: a single Unilever
salesperson sells detergent, soap, tea, and ice cream to a grocery store, improving negotiation
efficiency.

7. Tata Group Product Mix.

Tata Group’s product mix is a conglomerate portfolio with extreme width and very low
consistency across unrelated industries. Width includes steel (Tata Steel), automobiles (Tata
Motors: cars, trucks, buses), IT services (TCS), consumer goods (Tata Salt, Tata Tea, Tata
Sampann), hospitality (Taj Hotels), telecommunications (Tata Communications), chemicals,
power generation, aerospace, and retail (Trent, Star Bazaar). Length across group companies
exceeds 10,000+ distinct products/services, but depth within each line is often shallow (e.g.,
Tata Salt has iodized, rock, black, and low-sodium variants—Ilimited compared to FMCG
specialists). Consistency is deliberately low—this is risk diversification strategy. When steel
prices fell, IT services growth compensated. The group does not seek operational synergy
across diverse businesses; instead, it shares brand trust (“Tata” means ethics, quality,
reliability) and financial resources across independent subsidiaries. Tata Sons (holding
company) allocates capital among businesses based on performance. The mix is managed
through distinct CEOs for each company, not integrated product planning. This structure suits
emerging markets where conglomerates reduce regulatory and economic volatility risks.

8. Netflix Product Mix.

Netflix’s product mix is unusual because it offers one core service (streaming) but creates
variety through content depth. Width is narrow—streaming subscriptions, plus a small
merchandise line (apparel, toys from popular shows). Length is effectively one core product
(the streaming app) but with massive depth in content library: thousands of movies, series,
documentaries, and specials across genres (drama, comedy, thriller, romance, kids, reality,
anime). Consistency is high: all content delivered through same app interface, same
subscription pricing model (tiered by screens and video quality), same personalized
recommendation algorithm. However, Netflix’s product mix also includes DVD-by-mail (legacy,
declining) and games (emerging, included in subscription). The strategic insight: instead of
offering multiple unrelated products, Netflix offers extreme depth within a narrow category.
Each content piece is a “variant” targeting a specific taste segment. This approach maximizes
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customer retention: a subscriber finds new content within the same service rather than
switching to competitors. Product mix decisions focus on content acquisition and original
production budgets across genres.

| Product Line Management

Product line management refers to the strategic process of overseeing a group of related
products (a product line) that share similar functions, customer segments, distribution
channels, or price ranges. Unlike product mix management which operates at portfolio level,
product line management focuses on optimizing the performance of a single line—deciding
which products to add, retain, modify, or remove. Effective line management balances breadth
(covering different customer needs) against depth (offering variants within each need). It
requires continuous analysis of sales trends, profitability, competitive positioning, and
cannibalization patterns. The product line manager acts as a “mini-CEQ” for the line,
coordinating across R&D, manufacturing, marketing, and sales to maximize the line’s total
contribution to corporate objectives.

1. Product Line Analysis

Product line analysis involves systematically evaluating each product in the line against
performance metrics such as sales volume, market share, profit margin, growth rate, and
strategic role. Managers use tools like ABC analysis (classifying products by revenue
contribution: A items = top 20% contributing 80% of sales; B items = next 30%; C items =
bottom 50% contributing minimally). Also useful is contribution margin analysis per SKU,
identifying which items cover their direct costs and which are loss leaders. Product line analysis
reveals underperformers that drain resources, overperformers that need protection from
cannibalization, and gaps where customer needs are unmet. For example, a shoe company
might find that one color variant accounts for 60% of sales while six other colors collectively
contribute 20%—suggesting line pruning. Regular analysis (quarterly or monthly) prevents line
bloat and ensures resources flow to highest-return products.

2. Product Line Length Decisions

Product line length refers to the number of items (SKUs) within a line. Managers must decide
whether to stretch the line (add items beyond current range) or fill the line (add items within
current range). Line stretching includes downward stretch (adding economy products to attract
price-sensitive customers), upward stretch (adding premium products for status-seeking
customers), or two-way stretch (serving both ends simultaneously). For example, Maruti Suzuki
stretched upward from entry-level Alto to premium Grand Vitara. Line filling adds items between
existing price points to close gaps, block competitors, or utilize excess capacity. However,
excessive length increases complexity costs—inventory holding, forecasting errors, production
changeovers, and retailer slotting fees. The optimal length balances market coverage against
operational efficiency. The “long tail” concept suggests that online retailers can profitably carry
more length because digital shelf space is infinite, but physical retailers need shorter, more
curated lines.

3. Product Line Stretching Strategies
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Downward stretching adds lower-priced products to an existing line, often to block competitors
entering from below, capture price-sensitive customers, or utilize spare capacity. Risks include
cannibalizing core products and damaging brand prestige. For example, Mercedes-Benz
launched the A-Class (downward stretch) to attract younger buyers without alienating S-Class
customers. Upward stretching adds premium products to enhance brand image, capture higher
margins, or serve existing customers upgrading. Risks include requiring new capabilities
(technology, service levels) and potential failure if the brand lacks credibility at premium end.
For example, Toyota launched Lexus as a separate brand for upward stretch rather than
diluting Toyota’s reliable-economy positioning. Two-way stretching serves both ends
simultaneously, creating a full-line strategy. This works when the market has distinct segments
at both price extremes and the company can manage different cost structures and brand
perceptions without confusion. Each stretch type requires distinct marketing mixes, distribution
channels, and sometimes sub-branding.

4. Product Line Filling Decisions

Product line filling adds new items within the existing price and feature range of the line.
Reasons include reaching segments missed by current items, responding to competitor entries,
utilizing excess production capacity, building a reputation as a full-line supplier, or increasing
shelf presence to block competitors. For example, a toothpaste line with regular, whitening, and
sensitive variants might add a “herbal” variant to capture natural-seeking customers. Risks of
excessive filling include cannibalization (new item steals sales from existing items rather than
expanding total line sales), customer confusion (too many similar choices paralyze decision-
making), and increased complexity costs. The “paradox of choice” research shows that beyond
a certain point, more options reduce customer satisfaction. Successful line filling requires clear
differentiation between items—each item should serve a distinct usage occasion, benefit, or
customer segment. Tools like perceptual mapping help identify genuine gaps versus artificial
differentiation. Filling decisions should be driven by customer research, not competitor mimicry.

5. Product Line Modernization and Pruning

Product line modernization involves updating existing products to maintain competitiveness
rather than launching entirely new items. Modernization can be rolling (updating items one by
one over time, spreading costs but risking customer confusion) or abrupt (simultaneous update
of entire line, creating strong relaunch impact but requiring major investment). For example, an
automobile manufacturer may refresh a model with new headlights, infotainment system, and
minor styling changes every 2-3 years (rolling modernization). Product line pruning removes
underperforming or obsolete items. Signs calling for pruning include declining sales, negative
contribution margin, high warranty costs, cannibalization of newer products, or misalignment
with brand positioning. Pruning reduces complexity costs, frees shelf space, and improves
focus. However, customers may object if a favorite variant is discontinued. Managed phase-out
includes communicating end-of-life, offering migration paths, and selling remaining inventory
through discount channels. Regular pruning (annually or semi-annually) is essential; failure to
prune leads to line bloat where 20% of SKUs generate 80% of losses.

6. Product Line Cannibalization Management
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Cannibalization occurs when a new product in the line captures sales from the company’s own
existing products rather than from competitors. Some cannibalization is acceptable if the new
product attracts higher margins, serves a growth segment, or prevents competitor entry. For
example, iPhone SE cannibalizes some iPhone Pro sales, but Apple accepts this to capture
price-sensitive customers who might otherwise switch to Android. Unacceptable cannibalization
occurs when the new product steals sales without expanding total line volume or profit.
Managers must forecast cannibalization rates before launch using techniques like discrete
choice modeling. Strategies to minimize harmful cannibalization include differentiating new
products clearly (distinct features, target segments, distribution channels), using sub-brands or
flanker brands, staggering launch timing, and training sales forces to recommend appropriate
products based on customer needs. Cannibalization is not inherently negative; the goal is net
profit increase for the line, not protection of every existing product. Some of history’s greatest
product successes cannibalized their predecessors (iPod — iPhone).

7. Product Line Contribution Analysis

Contribution analysis measures each product’s profitability contribution to cover fixed costs and
generate profit. Contribution margin = price minus variable costs (materials, direct labor, sales
commissions, shipping). Fixed costs (R&D, advertising, product manager salary, factory
depreciation) are allocated across products. Line managers must decide which products are
“dogs” (negative contribution, should be pruned), “question marks” (low current contribution but
strategic importance, may need investment), “stars” (high contribution, protect and promote),
and “cash cows” (high contribution, low growth, harvest). However, some products with low
individual contribution are “loss leaders”—they attract customers who then buy profitable items.
For example, a printer line may have negative contribution, but ink cartridge line has high
contribution. Analysis must consider interdependencies. Sophisticated line managers use
activity-based costing (ABC) to accurately allocate shared costs. Regular contribution analysis
prevents emotional attachment to products that no longer make financial sense.

8. Product Line Pricing Strategies

Product line pricing involves setting price points across items in the line to maximize total line
profit, not individual product profit. Key decisions include price points (specific prices at which
items are offered), price differentials (gaps between items), and reference prices (anchor points
that make other items seem reasonable). Common strategies: captive pricing (low price for
core product, high price for consumables—oprinters and ink, razors and blades); complementary
pricing (products sold together at discount versus separately); premium pricing (high price
signals quality); and economy pricing (low price attracts volume). Price lining offers products at
several predetermined price points (e.g., ¥999, 21,999, %2,999), simplifying customer choice
and production planning. Managers must ensure price differences reflect perceived value
differences; a small feature difference cannot justify a large price gap. Price points should
create natural “step-up” incentives—customers should willingly pay more for the next tier
because the added value exceeds the extra cost. Regular price line audits prevent margin
erosion from cost inflation or competitor actions.
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Product Life Cycle (PLC) is an important concept in Principles of Marketing that explains
the stages through which a product passes from its introduction in the market to its final
decline. Every product has a limited life span, and during this life span, its sales, profits,
competition, and marketing strategies change. Understanding the product life cycle helps
marketers plan product development, pricing, promotion, and distribution strategies effectively.
The concept of PLC provides a systematic framework for managing products in a dynamic and
competitive market environment.

Meaning of Product Life Cycle

Product Life Cycle refers to the pattern of sales and profits experienced by a product over time.
It represents the journey of a product from its launch to its withdrawal from the market. Just like
human beings, products are born, grow, mature, and eventually decline. Although the length of
each stage may vary from product to product, most products generally pass through five
stages: Introduction, Growth, Maturity, and Decline. Each stage has distinct characteristics
and requires different marketing strategies.
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Stages of Product Life Cycle
1. Introduction Stage

The introduction stage is the first stage of the product life cycle, where a new product is
launched in the market. During this stage, sales growth is slow because the product is new and
customers are not fully aware of its existence. Heavy expenditure is incurred on advertising,
promotion, product development, and distribution. Profits are usually low or negative due to
high initial costs and low sales volume.

The main objective should be to create product awareness and trial.

In this stage, competition is limited or absent as the product is unique. Pricing strategies may
vary—firms may adopt skimming pricing to recover high costs or penetration pricing to gain
quick market acceptance. Promotion focuses on creating awareness, educating consumers,
and encouraging trial purchases. Distribution channels are limited, and the product is available
only in selected markets. The success of the introduction stage depends largely on effective
promotion and product acceptance.

2. Growth Stage

The growth stage is characterized by a rapid increase in sales as the product gains acceptance
among consumers. Customer awareness increases, repeat purchases occur, and new
customers are attracted. Profits rise significantly due to higher sales volume and reduced cost
per unit. During this stage, competitors enter the market with similar or improved versions of
the product.

The main objective in the growth stage is to maximise the market share.
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Marketing strategies in the growth stage focus on improving product quality, adding new
features, expanding distribution channels, and strengthening brand image. Prices may be
reduced slightly to attract price-sensitive customers and face competition. Promotional
activities shift from creating awareness to building brand preference and differentiation. The
growth stage is crucial for establishing a strong market position and maximizing long-term
profitability.

3. Maturity Stage

The maturity stage is the longest stage of the product life cycle. During this stage, sales growth
slows down as the product reaches maximum market penetration. The market becomes
saturated, and competition becomes intense. Many competitors offer similar products, leading
to price competition and reduced profit margins.

The company’s main objective should be to maximise profit while defending the market share.

Firms adopt various strategies to extend the maturity stage, such as product modification,
market modification, and marketing mix modification. Product modification includes improving
quality, design, packaging, or adding new features. Market modification involves finding new
uses, new markets, or new customer segments. Promotional strategies focus on brand loyalty,
reminders, and sales promotion schemes. Although profits start declining, effective strategies
can help sustain sales and profitability.

4. Decline Stage

The decline stage is the final stage of the product life cycle. During this stage, sales and profits
decline sharply due to technological advancements, changing consumer preferences,
availability of substitutes, or market saturation. Some competitors exit the market, while others
continue with limited offerings.

Marketing strategies during the decline stage include harvesting, divesting, or discontinuing the
product. Firms may reduce promotional expenditure, cut costs, and focus on niche markets.
Alternatively, companies may rejuvenate the product through innovation or repositioning. The
decline stage requires careful decision-making to minimize losses and allocate resources
efficiently.
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consumer demand

Characteristics
- Low sales Rapidly rising sales Peak sales Declining sales
High cost per customer Average cost per Low cost per customer Low cost per customer
customer
- Negative Rising profits High profits Declining profits
- Innovators Early adopters Middle majority Laggards
Few Growing number Stable number beginning Declining number
to decline
Strategies
Offer a basic product Offer product Diversify brand and models Phase out weak items
extensions, service,
warranty
Use cost-plus Price to penetrate Price to match or beat Cut price
market competitors
Build selective Build intensive Build more intensive Go selective: phase out
distribution distribution distribution unprofitable outlets
Build product awareness Build awareness and Stress brand differences  Reduce to level needed
among early adopters  interest in the mass and benefits to retain most loyal
and innovators market customers
Use heavy sales Reduce to take Increase to encourage Reduce to minimal
promotion to entice trial advantage of heavy brand switching level

Marketing Strategies at Different Product Life Cycle (PLC) Stages

Marketing strategies vary at each stage of the Product Life Cycle because market conditions,
competition, sales volume, and consumer behavior change over time. To achieve maximum
effectiveness, firms must align their product, price, place, and promotion strategies with the
specific stage of the PLC. The major marketing strategies at different PLC stages are explained
below.

1. Introduction Stage

At the introduction stage, the product is new to the market and consumer awareness is low.
The main objective of marketing is to create awareness and encourage trial purchases.
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The product is introduced in its basic form with limited varieties. Emphasis is placed on quality
and uniqueness.

Firms may adopt skimming pricing to recover high development costs or penetration pricing to
attract more customers quickly.

Distribution is limited and selective. The product is available in selected markets and outlets.

Promotion is informative in nature. Heavy advertising, product demonstrations, free samples,
and personal selling are used to educate consumers.

2. Growth Stage

In the growth stage, sales increase rapidly due to rising consumer acceptance and increasing
competition. The objective is to build brand preference and expand market share.

Product improvements, new features, and additional models are introduced to differentiate from
competitors.

Prices may be reduced slightly to attract price-sensitive customers and meet competition.
Distribution channels are expanded to reach a wider market. Product availability increases.

Promotion becomes persuasive. Advertising focuses on brand image, superiority, and customer
benefits.

3. Maturity Stage

The maturity stage is marked by intense competition, market saturation, and slowing sales
growth. The objective is to maintain market share and extend product life.

Product modification, quality improvement, new packaging, and value-added features are
introduced.

Competitive pricing, discounts, and allowances are used to retain customers.
Distribution becomes intensive. Firms strengthen relationships with intermediaries.

Promotion focuses on reminder advertising, sales promotion schemes, and brand loyalty
programs.

4. Decline Stage

In the decline stage, sales and profits decline due to technological changes, substitutes, or
changing consumer preferences. The objective is to minimize losses.

Firms may discontinue weak products or focus on profitable variants.

Prices may be reduced to clear stock or maintained for niche markets.
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Distribution is reduced and unprofitable outlets are eliminated.

Promotional expenditure is minimized. Only selective promotion is undertaken.

Marketing Strategies at Different PLC Stages

Sales & Product Price Place Promotion
PLC Stage Profits Strategy Strategy (Distribution)  Strategy
Introduction Low sales, Basic Skimming/  Selective, Informative
low/negative  product, Penetration  limited outlets advertising,
profits limited awareness
variants creation
Growth Rapidly Improved Competitive  Expanded Persuasive
increasing quality, new pricing channels, advertising,
sales, rising  features, wider market brand
profits variants reach building
Maturity Peak sales, Product Competitive  Intensive Reminder
declining modification,  pricing, distribution advertising,
profits better discounts sales
packaging promotion
Decline Falling sales  Product Reduced or Reduced Minimal
and profits elimination or  stable niche channels promotion,
niche focus pricing cost control

Advantages of Product Life Cycle (PLC)

Helps in Effective Product Planning

The Product Life Cycle concept helps marketers plan products effectively at different stages.

By identifying whether a product is in the introduction, growth, maturity, or decline stage, firms
can decide necessary changes in product features, quality, packaging, and branding. Proper
product planning reduces chances of failure and ensures that products meet changing
customer needs throughout their life span.

Supports Better Marketing Strategy Formulation

PLC assists marketers in designing suitable marketing strategies for each stage of a product’s
life. Pricing, promotion, and distribution strategies differ at every stage. For example,
informative promotion is used in the introduction stage, while persuasive promotion is used in
the growth stage. Thus, PLC ensures the right marketing mix is applied at the right time.

Helps in Sales and Demand Forecasting

The product life cycle helps firms forecast future sales and demand patterns. By studying past
and present sales trends, marketers can predict future performance. Accurate forecasting helps
in production planning, inventory control, and resource allocation. This reduces uncertainty and
enables firms to prepare for market changes in advance.
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Assists in Cost Control and Profit Planning

PLC helps organizations control costs and plan profits effectively. During the introduction stage,
firms accept low or negative profits, while in the growth and maturity stages, they aim to
maximize profits. In the decline stage, cost-cutting strategies are adopted. Thus, PLC enables
better financial planning and efficient use of resources.

Aids in Product Modification and Innovation

The PLC concept encourages continuous product improvement and innovation. When a
product enters the maturity stage, firms modify features, design, or packaging to extend its life.
Innovation helps in meeting changing consumer preferences and facing competition. PLC
ensures that firms do not rely on outdated products for long periods.

Helps in Managing Competition

PLC helps firms understand the level of competition at different stages. Competition is low in
the introduction stage but increases in the growth and maturity stages. By knowing the intensity
of competition, firms can adopt defensive or aggressive strategies. This improves competitive
strength and market position.

Supports Product Portfolio Management

The product life cycle helps firms manage a balanced product portfolio. Companies usually
have products at different PLC stages. Profits from mature products can be used to support
new products in the introduction stage. This balance ensures steady income, reduces risk, and
supports long-term business stability.

Guides Product Withdrawal Decisions

PLC helps firms decide the right time to discontinue or withdraw a product. When a product
enters the decline stage and becomes unprofitable, firms can drop it and divert resources to
new opportunities. This prevents unnecessary losses and improves overall efficiency and
performance of the organization.

Limitations of Product Life Cycle (PLC)
Difficulty in Identifying Exact Stage

One major limitation of the Product Life Cycle concept is the difficulty in identifying the exact
stage of a product. Sales patterns are not always clear, and stages may overlap. Managers
may misjudge whether a product is in growth or maturity, leading to incorrect marketing
decisions and ineffective strategies.

Not Applicable to All Products

The PLC concept does not apply uniformly to all products. Some products may not follow a
clear life cycle pattern, while others may remain in one stage for a long time. Fashion products,
fads, and seasonal goods often have unpredictable life cycles, limiting the usefulness of the
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PLC model.
Uncertainty in Duration of Stages

The length of each stage of the product life cycle cannot be predicted accurately. Some
products may experience rapid growth and quick decline, while others may remain in the
maturity stage for many years. This uncertainty makes long-term planning difficult for
marketers.

External Factors Affect the Life Cycle

External factors such as technological changes, government policies, economic conditions, and
competition can alter the product life cycle. Sudden innovations or regulatory changes may
shorten or extend a product’s life unexpectedly. The PLC concept does not fully consider these
uncontrollable environmental factors.

Overemphasis on Sales and Profits

The PLC concept mainly focuses on sales and profit trends and ignores other important factors
such as customer satisfaction, brand equity, and market relationships. A product with low sales
may still be strategically important for brand image or customer retention, which PLC may
overlook.

Reactive Rather Than Predictive

PLC is more descriptive than predictive in nature. It explains what has happened to a product
rather than accurately predicting future performance. Managers often use PLC after changes
occur, which may result in delayed responses to market challenges.

Ignores Marketing Efforts Impact

The PLC model assumes that products naturally move through stages, but it does not fully
recognize the impact of marketing efforts. Aggressive promotion, repositioning, or innovation
can significantly change a product’s life cycle. Thus, PLC may underestimate the role of
managerial decisions.

Difficult to Use in Strategic Decisions

Due to its generalized nature, PLC may not provide clear guidance for strategic decision-
making. Different products within the same category may be at different stages. Relying solely
on PLC can lead to oversimplified strategies and poor decision-making.
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New Product Development, Concepts, Needs,
Classifications, Evaluations and Stages

New product development (NPD) is the process of bringing a new product or service to the
market. It involves all the activities, strategies, and steps undertaken by a company to
conceptualize, design, develop, test, and launch a new product or service. The concept of new
product development is crucial for companies to stay competitive, meet customer needs, and
drive business growth.

Throughout the new product development process, cross-functional collaboration, market
research, consumer insights, and continuous evaluation are essential to ensure the successful
launch and long-term viability of the new product or service. The concept of new product
development provides a structured framework for companies to innovate, meet customer
needs, and seize growth opportunities in a dynamic and competitive marketplace.

Need of New Product Development

New product development (NPD) is crucial for businesses across various industries for several
reasons. Here are some key reasons that highlight the need for new product development:

In today’s fast-paced and ever-changing business landscape, companies must continuously
innovate and introduce new products or services to stay competitive. NPD allows businesses to
differentiate themselves from competitors, attract new customers, and retain existing ones. It
helps companies keep up with evolving consumer preferences, market trends, and
technological advancements.

Business Growth and Expansion

New products or services often open up opportunities for business growth and expansion.
Introducing innovative and in-demand offerings can help companies tap into new market
segments, penetrate existing markets more deeply, and increase market share. NPD provides
avenues for revenue growth, enhances profitability, and contributes to the long-term
sustainability of the business.

Understanding and fulfilling customer needs is at the core of successful businesses. NPD
enables companies to identify unmet customer needs, develop solutions to address those
needs, and create value for customers. By actively engaging in the NPD process, businesses
can align their product offerings with the evolving demands and expectations of their target
market, leading to increased customer satisfaction and loyalty.

Technological Advancements

Advances in technology open up new possibilities for product innovation. NPD allows
businesses to leverage technological advancements to create products or services that are
more efficient, convenient, and aligned with changing consumer behaviors. Embracing

1/9



technology through NPD can lead to competitive advantages and create opportunities for
disruptive innovation.

The introduction of new products or services can help mitigate business risks. Relying solely on
existing products or a limited range of offerings increases vulnerability to market changes,
shifts in consumer preferences, and the emergence of new competitors. NPD diversifies a
company’s product portfolio, reducing dependency on a single product and spreading risks
across multiple offerings.

Brand Building and Differentiation

NPD plays a vital role in building and strengthening a company’s brand. Launching new
products or services demonstrates a company’s commitment to innovation, quality, and
meeting customer needs. Successful NPD efforts can enhance brand reputation, position the
company as an industry leader, and create a distinct brand identity that resonates with
consumers.

Customer Engagement and Market Insights

The NPD process involves engaging with customers through market research, testing, and
feedback collection. This interaction provides valuable insights into customer preferences,

expectations, and pain points. By involving customers in the NPD process, businesses can
foster a sense of ownership and loyalty while gaining valuable market intelligence that can

inform future product development and marketing strategies.

New Product Development; Classification: New to World, New to Company, Additions to
Product Line and Product Improvement

New Product Development (NPD) can be classified into four main categories: New to World,
New to Company, Additions to Product Line, and Product Improvement.

New to World (Pioneering) Products

New to World products, also known as pioneering products or breakthrough innovations, refer
to products that are entirely new to the market. These products introduce a novel concept or
technology that has never been seen or experienced before. They create entirely new
categories or industries and often require significant research and development efforts. New to
World products carry a high level of risk and uncertainty but also offer substantial rewards if
successful.

Examples: The first mobile phone, the introduction of electric cars, the invention of the
personal computer.

New to Company (Extension) Products

New to Company products involve offering new products or services that are not currently
provided by the company but are already available in the market. These products expand the
company’s product portfolio and enable it to enter new market segments or cater to different
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customer needs. New to Company products may require adjustments or adaptations to fit the
company’s existing capabilities, resources, and brand identity.

Examples: A cosmetic company introducing a new line of hair care products, a food company
launching a range of healthy snacks.

Additions to Product Line

Additions to Product Line involve introducing new variations, flavors, sizes, or versions of
existing products. These products leverage the brand equity, distribution channels, and
customer base of the company’s existing offerings. Additions to Product Line aim to cater to
different customer preferences, increase market share, and provide more options within the
company’s product range.

Examples: A smartphone manufacturer releasing a new model with upgraded features, a
clothing brand introducing a new collection for a specific season.

Product Improvements (Enhancements or Upgrades)

Product Improvements focus on enhancing or upgrading existing products or services. These
improvements aim to address customer feedback, incorporate technological advancements,
improve performance, or add new features to existing offerings. Product Improvements help
maintain a competitive edge, retain customers, and keep up with evolving market trends and
customer expectations.

Examples: Software updates for an application, a car manufacturer introducing a model with
improved fuel efficiency and safety features.

The Evaluation of New Products

The evaluation of new products is a critical step in the new product development process. It
involves assessing the feasibility, market potential, and viability of the new product concept
before proceeding with full-scale development and commercialization. The evaluation helps
businesses make informed decisions, allocate resources effectively, and mitigate risks
associated with introducing new products. Here are key aspects to consider in the evaluation of
new products:

Conduct a thorough analysis of the target market to understand customer needs, preferences,
and trends. Evaluate the size of the target market, growth potential, and competitive landscape.
Identify the market segment(s) that the new product is intended to serve and assess the
demand and market fit. Consider factors such as customer demographics, psychographics,
purchasing behavior, and willingness to pay.

Analyze the competitive landscape to assess the strengths and weaknesses of existing
competitors. Identify how the new product will differentiate itself and provide a unique value
proposition. Evaluate the barriers to entry, competitive advantages, and potential threats from
current and future competitors. This analysis helps determine if the new product can effectively
compete in the market.
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Evaluate the technical feasibility of developing and manufacturing the new product. Assess
whether the required technology, expertise, resources, and production capabilities are available
or can be acquired. Consider any potential challenges or limitations related to production costs,
scalability, quality control, and intellectual property protection.

Conduct a comprehensive financial analysis to determine the profitability and return on
investment of the new product. Evaluate the projected costs of development, production,
marketing, distribution, and ongoing support. Estimate the sales volume, pricing strategy, and
revenue potential. Calculate the expected financial metrics, such as net present value (NPV),
internal rate of return (IRR), payback period, and break-even analysis. This analysis helps
assess the financial viability and attractiveness of the new product.

Identify and evaluate potential risks associated with the new product. This includes assessing
market risks, technological risks, competitive risks, regulatory risks, and financial risks.
Consider factors such as market acceptance, product performance, legal and compliance
requirements, intellectual property infringement, and potential disruptions to the supply chain.
Develop risk mitigation strategies and contingency plans to address identified risks.

Consumer Testing and Feedback

Gather consumer feedback through focus groups, surveys, or prototype testing. Assess
consumer perceptions, preferences, and likelihood of adoption. Understand the target
audience’s reactions, needs, and expectations regarding the new product. Incorporate
consumer insights into product refinement and development decisions.

Involve key stakeholders within the organization in the evaluation process. Seek input from
cross-functional teams, including marketing, R&D, operations, finance, and sales. Evaluate the
alignment of the new product with the company’s strategic objectives, brand positioning, and
capabilities. Assess the internal resources, expertise, and infrastructure required to support the
successful launch and ongoing management of the new product.

Based on the evaluation results, make a data-driven decision on whether to proceed with full-
scale development, modify the concept, or abandon the project. Consider the evaluation
findings, business objectives, market potential, competitive landscape, financial analysis, and
risk assessment. Make informed decisions regarding resource allocation, timelines, and next
steps in the new product development process.

The process of new product development (NPD) can vary across companies and industries,
but typically involves the following stages:

I's important to note that the stages of new product development are not always linear, and
may overlap or occur simultaneously. Additionally, not all new product ideas will make it through
all stages and reach commercialization. NPD is a complex and iterative process that requires
continuous evaluation and adjustment to ensure success.

Stages of New Product Development

Stage 1. Idea Generation
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The first stage of NPD involves generating new product ideas. This can be done through
brainstorming sessions, market research, customer feedback, or by observing trends in the
industry.

Companies can use a combination of these methods to generate new product ideas. It's
important to involve multiple stakeholders in the idea generation process to ensure that ideas
are diverse and representative of different perspectives. Additionally, companies should
prioritize ideas that align with their overall business strategy and have the potential for
commercial success.

Idea generation is the first stage in the new product development process. It involves
generating and gathering new product ideas to identify opportunities for innovation and growth.
Here are some methods that companies can use to generate new product ideas:

e Brainstorming: This is a group creativity technique that involves generating a large
number of ideas in a short amount of time. It encourages free-flowing discussion and
encourages participants to build on each other’s ideas.

o Market Research: This involves gathering information about customer needs,
preferences, and behaviors to identify gaps or opportunities in the market.

o Customer Feedback: Companies can gather feedback from existing customers about
their experiences with their products or services, as well as suggestions for improvement
or new features.

o Competitor Analysis: This involves analyzing the products and strategies of competitors
to identify gaps or opportunities in the market.

e Trend Analysis: This involves monitoring trends in the industry, as well as broader
cultural and societal trends, to identify opportunities for innovation.

e Innovation Workshops: These are structured workshops that bring together employees
from different departments to generate new ideas and identify opportunities for
innovation.

e Open Innovation: This involves collaborating with external partners, such as customers,
suppliers, or research institutions, to generate new product ideas.

Stage 2. Idea Screening

The most promising ideas are evaluated and screened based on their feasibility, potential
market demand, and profitability.

Companies should prioritize the ideas that pass the screening process and have the highest
potential for commercial success. It's important to involve multiple stakeholders, including
product development teams, marketing teams, and senior management, in the idea screening
process to ensure a diverse range of perspectives and expertise.

Methods that companies can use to screen their product ideas:

o Feasibility: Ideas are evaluated based on their technical feasibility, production
capabilities, and whether the company has the necessary resources to bring the product
to market.
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Market Potential: Ideas are evaluated based on their potential market size, growth
potential, and profitability. This involves analyzing market trends, consumer behavior, and
the competitive landscape.

Strategic Fit: Ideas are evaluated based on their alignment with the company’s overall
strategy and goals. The idea should fit within the company’s brand, mission, and values.
Resource Allocation: Ideas are evaluated based on their resource requirements,
including the level of investment needed and the impact on existing operations.
Intellectual Property: Ideas are evaluated to ensure they don’t infringe on existing
patents or trademarks.

Risk Analysis: |deas are evaluated to identify potential risks and challenges, including
regulatory issues, supply chain disruptions, or reputational risk.

Stage 3. Development and Testing

At this stage, the selected ideas are further developed into product concepts. These concepts
are then tested with a sample of potential customers to gather feedback and refine the product
features.

Concept development and testing is an iterative process, and multiple rounds of testing and
refinement may be necessary before a final product concept is developed. It's important to
involve a diverse range of customers in the testing process to ensure that the product is
appealing to a wide audience. Additionally, it's important to ensure that the product concept
aligns with the company’s overall strategy and goals.

Steps involved in concept development and testing:

Develop a Concept: A concept statement is created that describes the product’s key
features, benefits, and unique selling points. This statement should be clear, concise, and
compelling.

Refine the Concept: The concept is refined based on feedback from internal
stakeholders, such as product development teams and marketing teams. This involves
making adjustments to the product’s design, features, and positioning to improve its
marketability.

Test the Concept: The refined concept is tested with potential customers to gather
feedback and validate its potential. This can be done through focus groups, surveys, or
online communities.

Analyze Feedback: Feedback from customers is analyzed to identify patterns, insights,
and areas for improvement. This information is used to further refine the product concept.
Develop a Prototype: A prototype of the product is created based on the refined
concept. This can be a physical prototype or a virtual prototype, depending on the nature
of the product.

Test the Prototype: The prototype is tested with potential customers to gather feedback
on the product’s functionality, usability, and design.

Refine the Prototype: Feedback from customers is used to refine the prototype and
make any necessary adjustments to the product’s design or features.
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Stage 4. Business Analysis

A detailed analysis is conducted to assess the potential market demand, competition, pricing,
and profitability of the product.

Business analysis is the fourth stage in the new product development process. Once a product
concept has been developed and tested, this stage involves conducting a detailed analysis of
the product’s potential market, competition, and financial viability.

The business analysis stage is critical for ensuring that the product has a viable market and is
financially feasible. It's important to involve multiple stakeholders, including finance teams and
marketing teams, in the analysis process to ensure a diverse range of perspectives and
expertise. The results of the analysis can help determine whether to move forward with the
product or make additional refinements to the concept.

Steps involved in business analysis:

o Market Research: Conduct market research to gather information about the target
market, including size, demographics, and buying habits. This research can be done
through surveys, focus groups, or secondary sources such as industry reports.

o Competitive Analysis: Identify the product’s direct and indirect competitors and analyze
their strengths and weaknesses. This analysis can help identify opportunities for
differentiation and positioning in the market.

o Financial Analysis: Develop financial projections for the product, including revenue,
costs, and profits. This analysis can help determine the product’s potential return on
investment and identify any potential risks or challenges.

» Pricing Strategy: Develop a pricing strategy for the product based on the market
research and financial analysis. The price should be competitive while also generating
sufficient profits to meet the company’s goals.

o Distribution Strategy: Develop a distribution strategy for the product, including the
channels through which it will be sold and how it will be promoted to customers.

o Sales Forecast: Develop a sales forecast for the product based on the market research
and financial analysis. This forecast can help determine the product’s potential success
and identify any potential challenges.

Stage 5. Product Development

Once the business analysis is completed, the actual product development process begins. This
involves designing and developing the product prototype, conducting testing, and making
necessary modifications to the product design.

Product development is a complex process that requires coordination across multiple
departments and stakeholders. It's important to ensure that the product is aligned with the
company’s overall strategy and goals, and that it meets the needs and expectations of
customers. Additionally, it's important to establish clear communication and processes to
ensure that the product development process stays on track and any issues or challenges are
addressed in a timely manner.
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Steps involved in product development:

» Design and Engineering: Develop detailed designs and engineering specifications for
the product. This involves creating prototypes and testing them to ensure that they meet
the required specifications and standards.

o Manufacturing: Identify manufacturing partners and develop a plan for producing the
product. This includes setting up production facilities, sourcing raw materials, and
developing quality control processes.

o Marketing and Promotion: Develop a marketing and promotion plan for the product.
This includes creating messaging and branding, identifying target audiences, and
developing advertising and promotional campaigns.

o Sales and Distribution: Develop a sales and distribution plan for the product. This
includes identifying sales channels and partners, establishing pricing and discount
policies, and developing a plan for logistics and distribution.

o Testing and Quality Control: Conduct testing and quality control checks to ensure that
the product meets the required standards and specifications.

e Launch and Rollout: Launch the product and begin the rollout process. This includes
setting up customer support and service systems, tracking sales and performance, and
making any necessary adjustments to the product or marketing strategies.

Stage 6. Market Testing

The product is then tested in a selected market to assess its performance and gather feedback
from customers. This stage helps to identify any issues with the product and make necessary
adjustments before the full launch.

Market testing is an important step in the new product development process because it allows
companies to gather feedback from customers and make any necessary refinements before
launching the product on a larger scale. This can help ensure that the product is well-received
and meets the needs and expectations of customers. Additionally, market testing can help
companies identify potential issues or challenges before they become bigger problems, which
can save time and resources in the long run.

Steps involved in market testing:

» Select Test Markets: Identify test markets that represent the target market for the
product. Test markets should be selected based on demographics, buying habits, and
other relevant factors.

o Develop Test Plan: Develop a plan for testing the product in the selected markets. This
plan should include details on how the product will be distributed, marketed, and
promoted in the test markets.

e Conduct Testing: Launch the product in the test markets and gather feedback from
customers. This can be done through surveys, focus groups, or other methods.

o Analyze Results: Analyze the results of the market testing to identify areas where the
product can be improved. This may include changes to the product design, marketing
strategy, or distribution channels.
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» Refine the Product: Use the feedback gathered during the market testing phase to make
any necessary refinements to the product. This may involve making changes to the
product design, pricing, or marketing strategy.

e Finalize Launch Plan: Once the product has been refined based on the feedback
gathered during market testing, finalize the launch plan and prepare for a full-scale
launch.

Stage 7. Commercialization

The product is launched into the market. This stage involves developing a marketing plan,
selecting distribution channels, and creating promotional materials to generate awareness and
demand for the product.

Commercialization is an important stage in the new product development process because it is
the point at which the product is brought to market and made available for purchase by
customers. This stage requires careful planning and execution to ensure that the product is
launched successfully and meets the needs and expectations of customers. Additionally,
commercialization is an ongoing process that requires monitoring and evaluation to ensure that
the product remains relevant and competitive in the market over time.

e Finalize Launch Plan: Finalize the launch plan based on the results of the market testing
phase. This plan should include details on how the product will be marketed, promoted,
and distributed to customers.

o Develop Sales and Distribution Channels: Develop sales and distribution channels for
the product. This may involve working with retailers, wholesalers, or distributors to ensure
that the product is available to customers in the right locations.

o Set Pricing and Sales Targets: Set pricing and sales targets for the product. This should
be based on factors such as production costs, market demand, and competition.

e Launch the Product: Launch the product in the market and begin promoting it to
customers. This may involve advertising, promotions, and other marketing efforts.

e Monitor Performance: Monitor the performance of the product in the market and make
adjustments as needed. This may involve making changes to the pricing, distribution, or
marketing strategy based on customer feedback or market conditions.

o Evaluate Results: Evaluate the results of the product launch and make any necessary
changes to improve future product development efforts. This may involve gathering
feedback from customers, analyzing sales data, and assessing the impact of the product
on the company’s bottom line.
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Product Branding important, Nature, Significance,
Process, Advantages, Limitations

Product branding refers to the process of creating and establishing a unique identity for a
product in the minds of consumers. Branding involves creating a name, logo, design, and other
elements that distinguish the product from its competitors and make it easily recognizable and
memorable to consumers.

The practice of branding can be traced back to ancient times when producers marked their
products with unique symbols or marks to indicate their origin or quality. The use of branding in
a more modern sense began to emerge during the Industrial Revolution in the 18th and 19th
centuries.

One of the earliest examples of branding in the modern sense was the creation of the Bass red
triangle logo in 1876, which was the first registered trademark in the United Kingdom. The red
triangle served as a guarantee of the quality of the product, which was Bass beer, and helped
to differentiate it from other beers on the market.

In the early 20th century, branding became more widespread as companies began to recognize
the importance of creating a unique identity for their products. This was driven in part by the
rise of mass production and the increasing competition in many industries.

One of the pioneers of modern branding was Procter & Gamble, which introduced the concept
of brand management in the 1930s. The company recognized the importance of creating a
consistent and recognizable identity for its products and established a dedicated brand
management department to oversee this process.

During the mid-20th century, branding continued to evolve as companies began to focus more
on building emotional connections with consumers. This was driven in part by the rise of
television advertising, which provided a powerful new medium for companies to reach
consumers with their brand messages.

In the 1980s and 1990s, branding became even more important as globalization and the rise of
the internet created new opportunities and challenges for companies. Many companies began
to focus more on creating global brands that could be recognized and trusted across different

markets.

Today, branding remains a critical aspect of marketing and business strategy. With the
proliferation of new products and the increasing importance of digital channels, companies
must work harder than ever to create a unique and compelling brand identity that resonates
with consumers.

Key aspects of product branding:
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e Brand Identity: The brand identity is the visual and verbal representation of the brand. It
includes the name, logo, design, and other visual elements that are used to create a
consistent and recognizable image of the brand.

o Brand Positioning: Brand positioning refers to the unique value proposition that the
brand offers to consumers. It involves identifying the key benefits of the product and
positioning it in a way that sets it apart from its competitors.

e Brand Personality: Brand personality refers to the human characteristics that are
associated with the brand. It is the emotional connection that consumers have with the
brand and includes traits such as sincerity, excitement, sophistication, and ruggedness.

o Brand Equity: Brand equity refers to the value that the brand adds to the product. It
includes the reputation, recognition, and loyalty that the brand has built up over time and
can help to drive sales and profitability.

o Brand Extension: Brand extension involves using the existing brand to launch new
products or services. It can help to leverage the brand equity that has already been built
up and make it easier to introduce new products to the market.

» Brand Management: Brand management involves the ongoing efforts to maintain and
strengthen the brand. This includes monitoring the brand’s reputation, responding to
customer feedback, and developing new strategies to improve the brand’s performance.

Product branding important

Product branding is important for several reasons.

It can help to differentiate the product from its competitors and create a unique identity
that is easily recognizable to consumers. This can be especially important in crowded
markets where there are many similar products available.

Branding can help to build trust and loyalty among consumers. WWhen consumers have
positive associations with a brand, they are more likely to purchase that brand again in
the future and recommend it to others.

Branding can help to increase the perceived value of the product. When consumers have
a strong emotional connection to a brand, they are often willing to pay more for that brand
than for similar products from other brands.

Branding can help to create a sense of consistency and reliability for the product. When
the brand has a strong and consistent identity, consumers know what to expect from the
product and are more likely to trust it.

How to create an effective product branding strategy?

o Define your target audience: The first step in creating a branding strategy is to define
your target audience. This involves understanding the demographics, psychographics,
and behavior of your ideal customer and identifying their needs and preferences.

» Define your unique selling proposition: Once you understand your target audience,
you need to identify the unique selling proposition (USP) of your product. This is the key
benefit or feature that sets your product apart from its competitors and provides value to
your target audience.
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Develop your brand identity: Once you have defined your USP, you need to develop
your brand identity. This involves creating a name, logo, design, and other visual
elements that are consistent with your USP and appeal to your target audience.

Create your brand messaging: Your brand messaging should communicate your USP
and brand identity to your target audience. This includes developing a tagline, mission
statement, and other messaging that reinforces your brand identity and appeals to your
target audience.

Implement your branding strategy: Once you have developed your branding strategy,
you need to implement it across all marketing channels, including advertising, packaging,
and other promotional materials. This should create a consistent and recognizable.

Nature of Brand

The nature of a brand can be described as its unique characteristics and attributes that
differentiate it from other products or services in the market. A brand is much more than just a
name or a logo — it encompasses the entire experience that a customer has with a product or
service, including the emotional and psychological connections they form with it.

Here are some key aspects of the nature of a brand:

Identity: A brand has a distinct identity that sets it apart from other products or services.
This identity may include the name, logo, colors, design, and other visual and sensory
elements that help customers recognize and remember the brand.

Reputation: A brand’s reputation is the perception that customers have of it based on
their experiences and interactions with the brand. This perception can be positive or
negative, and can have a significant impact on customer loyalty and brand value.
Personality: Brands can have personalities that reflect their values, beliefs, and culture.
This personality can be expressed through the brand’s messaging, tone of voice, and
visual elements, and can help to create an emotional connection with customers.
Promise: A brand’s promise is the value proposition that it offers to customers. This
promise may include things like quality, reliability, innovation, or social responsibility, and
is a key factor in building trust and loyalty with customers.

Consistency: A brand must be consistent in its messaging, design, and customer
experience in order to build a strong and recognizable identity. This consistency helps to
create trust and reliability with customers, and reinforces the brand’s values and promise.

Significance of Brands

Brands are highly significant for both companies and consumers, and play a key role in the
marketing and advertising of products and services. Here are some of the main reasons why
brands are so important:

o Differentiation: In a crowded and competitive marketplace, brands help to differentiate

products and services from one another. A strong brand can help a company stand out
from its competitors, and make it easier for customers to identify and remember its

products.
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e Trust and Loyalty: Brands can build trust and loyalty with customers, by providing
consistent quality and delivering on their promises. This trust and loyalty can lead to
repeat business and positive word-of-mouth referrals, which are invaluable for companies
looking to grow their customer base.

e Premium pricing: Strong brands are often able to command premium pricing, as
customers are willing to pay more for products and services that they perceive to be of
higher quality or value. This can be a major advantage for companies, as it can help to
increase profit margins and drive revenue growth.

o Brand equity: A strong brand can have significant brand equity, which is the value that a
brand adds to a product or service beyond its functional attributes. Brand equity can
include things like emotional connections with customers, strong associations with certain
values or lifestyles, and positive reputation and recognition in the marketplace.

o Extension opportunities: Strong brands can be extended into new product categories or
markets, as customers are more likely to try products that are associated with a brand
they already know and trust. This can be a major advantage for companies looking to
expand their product offerings and enter new markets.

Types of Brands

There are several types of brands that companies can use to differentiate their products and
services in the marketplace. Here are some of the most common types of brands:

e Product brands: These are brands that are attached to specific products or services,
and are used to differentiate them from similar offerings in the marketplace. Examples of
product brands include Nike shoes, Coca-Cola soda, and Apple iPhones.

o Service brands: These are brands that are attached to specific services, and are used to
differentiate them from similar services in the marketplace. Examples of service brands
include FedEx shipping, Delta Airlines flights, and Bank of America banking services.

o Corporate brands: These are brands that are attached to the overall company or
organization, rather than specific products or services. Corporate brands are often used
to build a reputation and recognition for the company as a whole, and to create a sense
of trust and credibility with customers. Examples of corporate brands include Apple,
Coca-Cola, and Google.

o Personal brands: These are brands that are attached to individuals, and are used to
differentiate them from others in their field or industry. Personal brands are often used by
public figures such as celebrities, politicians, and business leaders, and can be used to
build a following, establish credibility, and create new opportunities.

e Luxury brands: These are brands that are associated with high-end or luxury products
and services, and are often used to convey exclusivity, quality, and prestige. Examples of
luxury brands include Chanel, Rolex, and Ferrari.

Process of Branding

The process of branding involves several key steps that companies can follow to create a
successful and effective brand. Here are some of the most important steps in the branding
process:
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Define the brand: The first step in branding is to define the brand’s purpose, values, and
personality. This involves identifying the target audience, the key benefits and features of
the product or service, and the overall image and tone of the brand.

Conduct research: Once the brand has been defined, companies can conduct research
to better understand the target audience and market trends. This can involve gathering
data on consumer preferences, conducting surveys and focus groups, and analyzing
competitors and industry trends.

Develop a brand strategy: Based on the research and brand definition, companies can
develop a brand strategy that outlines the key messaging, visual identity, and marketing
tactics to be used to promote the brand.

Create a brand identity: The next step is to create a visual identity for the brand,
including the logo, color scheme, typography, and other visual elements. These elements
should be designed to reflect the brand’s personality and values, and to resonate with the
target audience.

Implement the brand: Once the brand identity has been developed, companies can
begin implementing the brand across all marketing and communications channels. This
can include creating a brand style guide, developing marketing campaigns, and launching
the brand across all digital and traditional media channels.

Monitor and refine the brand: Finally, companies must monitor the brand’s performance
and make adjustments as needed to ensure that it remains relevant and effective over
time. This may involve gathering feedback from customers, analyzing sales and
marketing data, and making changes to the brand messaging or visual identity as
needed.

Advantages of Branding:

Customer Loyalty: Strong branding creates customer loyalty, which leads to repeat
purchases and positive word-of-mouth recommendations. Customers are more likely to
remain loyal to a brand that they trust and feel connected to.

Competitive Advantage: Brands provide a competitive advantage by differentiating a
company’s products or services from those of its competitors. This helps to create a
unique position in the market and attract customers who are looking for something
different.

Premium Pricing: Strong brands allow companies to charge a premium for their
products or services. Customers are often willing to pay more for a brand they trust and
believe in.

Brand Equity: Successful branding creates brand equity, which is the value a brand adds
to a company. Strong brands have high brand equity, which can increase a company’s
overall value and make it more attractive to investors and potential buyers.

Brand Extension: Brands can be extended to new products or services, allowing
companies to expand their offerings and reach new customers. This can be a cost-
effective way to enter new markets and grow the business.

Limitations of Brands:
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High Costs: Building and maintaining a strong brand can be expensive, with costs
associated with advertising, marketing, and product development. Smaller companies
may struggle to compete with larger companies that have more resources to invest in
branding.

Over-Reliance on Branding: Companies that rely too heavily on branding may neglect
other important aspects of their business, such as product quality, customer service, and
innovation. This can lead to problems if the brand loses its appeal or if competitors offer
better products or services.

Difficulty in Measuring ROI: It can be difficult to measure the return on investment (ROI)
of branding efforts. While branding can lead to increased sales and customer loyalty, it
can be hard to quantify the impact of branding on the bottom line.

Limited Appeal: Brands may appeal to a specific demographic or market segment,
limiting their potential reach. This can be a challenge for companies that want to expand
their customer base or enter new markets.

Brand Dilution: Overuse or misuse of a brand can dilute its value, making it less
effective over time. This can happen if a company extends the brand too far or if the
brand becomes associated with negative events or controversies.
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Product Packaging, Important, Objectives, Qualities,
Classification

Packaging can be defined as the art and science of preparing a product for sale or
transportation, involving the design, production, and use of containers, labels, and other
materials.

Another definition of packaging is that it is the process of designing and producing a container
or wrapping that protects and preserves a product during storage, shipping, and handling, while
also communicating information about the product and its brand.

In essence, packaging refers to the materials, design, and production of the container, labeling,
and other protective elements used to contain and promote a product. It plays a crucial role in
protecting and preserving products, enhancing their visual appeal, and communicating
important information about the product to consumers.

Important

e Protection: Packaging is primarily used to protect products from damage during
transportation, storage, and handling. Without proper packaging, products can get
damaged or spoiled, leading to loss of revenue and dissatisfied customers.

e Preservation: Packaging can also help preserve the quality and freshness of perishable
products, such as food and beverages. Proper packaging can help extend the shelf life of
these products, reducing waste and ensuring that consumers receive high-quality
products.

e Branding: Packaging can play a crucial role in branding and marketing a product. Eye-
catching and unique packaging can help a product stand out on store shelves, attract
customers, and communicate important information about the product and its brand.

e Convenience: Packaging can also make a product more convenient to use and
transport. For example, resealable packaging for snacks or other food products allows
consumers to easily access the product while keeping it fresh between uses.

o Safety: Packaging can also play a role in protecting consumers from harm. For example,
child-resistant packaging can help prevent accidental ingestion of harmful substances,
while tamper-evident packaging can provide assurance that a product has not been
tampered with.

Objectives of Packing and Packaging

e Protection: The primary objective of packaging is to protect the product from damage or
contamination during transportation, storage, and handling. Packaging should be
designed to ensure that the product remains in good condition until it is consumed or
used.

e Preservation: In addition to protecting the product, packaging should also help preserve
its quality and freshness. Packaging should be designed to prevent spoilage or
degradation of the product, ensuring that it retains its quality for as long as possible.



e Convenience: Packaging should make it easy for consumers to access and use the
product. For example, packaging should be designed to be easy to open and close, and
to dispense the product in a convenient and easy-to-use manner.

o Marketing: Packaging plays a crucial role in marketing and promoting the product. The
design, colors, and other visual elements of the packaging should be used to attract
consumers and communicate important information about the product and its brand.

 Differentiation: Packaging can be used to differentiate the product from competitors’
products. Packaging should be designed to be distinctive and easily recognizable,
helping the product stand out on store shelves and in the minds of consumers.

o Sustainability: Packaging should be designed with environmental sustainability in mind,
using materials and manufacturing processes that minimize waste and reduce the impact
on the environment.

Qualities of Good Packaging

e Protection: The packaging should provide adequate protection to the product from
damage, contamination, and spoilage during transportation, storage, and handling.

e Convenience: The packaging should be easy to handle, store, and open. It should also
be designed to dispense the product in a convenient and easy-to-use manner.

o Attractive: The packaging should be attractive and visually appealing. It should be
designed to catch the attention of consumers and communicate important information
about the product and its brand.

 Differentiation: The packaging should differentiate the product from competitors’
products. It should be designed to be distinctive and easily recognizable, helping the
product stand out on store shelves and in the minds of consumers.

o Environmental Sustainability: The packaging should be designed to minimize its impact
on the environment. It should be made from eco-friendly materials and be easily
recyclable or biodegradable.

» Cost-effective: The packaging should be cost-effective to produce and transport. It
should be designed to minimize the use of materials and optimize the use of space.

o Informative: The packaging should provide important information about the product,
such as its contents, nutritional information, and usage instructions. It should also include
relevant legal and regulatory information.

Classification of Packaging

Packaging can be classified into different types based on their function, materials used, and the
target audience. The following are some of the commonly used classification of packaging:

» Primary packaging: Primary packaging is the packaging that comes in direct contact
with the product, such as a can, bottle, or pouch. It is used to contain and protect the
product during transportation and storage.

o Secondary packaging: Secondary packaging is used to group and protect primary
packages, such as a carton, tray, or shrink wrap. It is also used to provide additional
information and branding opportunities.



o Tertiary packaging: Tertiary packaging is used for transportation and handling of
products in bulk, such as pallets, crates, and containers. It provides protection and
facilitates efficient handling and transportation of products.

o Consumer packaging: Consumer packaging is designed to attract and inform
consumers about the product, such as a box, bag, or bottle. It is intended to facilitate the
sale of the product and enhance the user experience.

 Industrial packaging: Industrial packaging is designed for use in industrial applications,
such as drums, tanks, and bulk bags. It is used to contain and transport industrial
materials and products.

o Hazardous material packaging: Hazardous material packaging is used for the safe
transportation and storage of hazardous materials, such as chemicals and explosives. It
is designed to prevent leaks and spills and to protect people and the environment.

o Luxury packaging: Luxury packaging is used for high-end products and is designed to
convey exclusivity and luxury. It often features high-quality materials, intricate design, and
premium finishes.

» Sustainable packaging: Sustainable packaging is designed to minimize the
environmental impact of packaging. It is made from eco-friendly materials and can be
easily recycled or biodegraded.

Test to Check the Method of Packaging

There are several tests that can be performed to check the method of packaging. Some of
these tests include:

e Drop test: This test is used to check the ability of the packaging to withstand drops and
impacts during transportation. It involves dropping the package from a predetermined
height onto a hard surface.

o Compression test: This test is used to check the ability of the packaging to withstand
compression forces during transportation and storage. It involves applying a specific
amount of pressure to the package and measuring its ability to resist deformation.

o Vibration test: This test is used to check the ability of the packaging to withstand
vibrations during transportation. It involves subjecting the package to a specific frequency
and amplitude of vibration.

o Temperature and humidity test: This test is used to check the ability of the packaging to
withstand changes in temperature and humidity during transportation and storage. It
involves subjecting the package to extreme temperatures and humidity levels and
measuring its ability to maintain its integrity.

o Leakage test: This test is used to check the ability of the packaging to prevent leaks and
spills. It involves filling the package with water or another liquid and checking for leaks.

o Tensile strength test: This test is used to check the strength of the packaging material. It
involves pulling the material until it breaks and measuring the amount of force required.

Kinds of Materials Used for Packaging:

There are several types of materials used for packaging, each with its own set of advantages
and disadvantages. Some of the most common materials used for packaging include:



o Paper and cardboard: This is one of the most commonly used packaging materials due
to its cost-effectiveness and versatility. It is lightweight, easy to customize and can be
recycled.

e Plastic: This material is lightweight, durable, and inexpensive. It can be molded into any
shape or size and is ideal for packaging a wide range of products. However, it is not
biodegradable and can take centuries to decompose.

e Glass: Glass is a popular packaging material for food and beverages due to its
impermeability and ability to preserve the taste and quality of the product. It is also
recyclable.

o Metal: Metal packaging is durable and resistant to corrosion, making it ideal for
packaging food and beverages. It is also recyclable.

» Wood: Wooden packaging is used for heavy-duty products such as machinery and
equipment. It is strong and durable but not suitable for most consumer products.

Packaging Cost

The cost of packaging depends on several factors, including the material used, the size and
shape of the package, and the quantity produced. Generally, materials such as plastic and
paper are less expensive than glass or metal. The cost of packaging can also vary depending
on the printing process used to apply logos, labels, and other designs to the package.

Packaging cost can have a significant impact on the overall cost of a product, especially for
small businesses. However, it is important to balance cost with the need to provide a quality
product that meets customer expectations. In some cases, investing in high-quality packaging
can help to increase the perceived value of the product and lead to higher sales.

Considerations for Packaging Decision

The decision-making process for selecting packaging for a product is an important aspect of
marketing strategy. Here are some of the key considerations that go into packaging decision-
making:

e Product characteristics: The physical properties of the product, such as its size, shape,
and weight, will determine the type of packaging required to protect and transport it
effectively.

o Target market: The preferences and needs of the target market are important to consider
when designing packaging. For example, packaging for a luxury product may be more
elaborate and made from higher-quality materials than packaging for an everyday
product.

o Brand identity: Packaging should reflect and reinforce the brand identity and values of
the product. This can include the color, typography, and overall design of the package.

e Environmental considerations: With the increasing concern for sustainability,
companies are now considering the environmental impact of their packaging. This
includes reducing the use of non-recyclable materials and using eco-friendly alternatives.

o Legal requirements: There may be legal requirements for packaging, such as safety
regulations or labeling requirements that need to be taken into account.
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e Cost: The cost of packaging is an important consideration, as it affects the overall cost of
the product. Companies need to balance cost with the need to provide quality packaging
that meets the needs of the target market.

e Logistics: Packaging needs to be designed with logistics in mind, including
considerations such as the ease of stacking and transporting the product.
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Product Labelling, Aspects, Purposes, Types, Roles,
Advantages and Disadvantages

Product labeling is the process of attaching or printing information onto a product, package, or
container. The label typically contains important information about the product, such as the
brand name, product name, logo, ingredients, usage instructions, warnings, and other
regulatory information.

According to the International Organization for Standardization (ISO), labeling is “any
written, printed, or graphic communication on the package or on a separate but
associated label”.

The Food and Drug Administration (FDA) defines labeling as “all labels and other written,
printed, or graphic matter upon any article or any of its containers or wrappers, or
accompanying such article”.

The United Nations Economic Commission for Europe (UNECE) defines labeling as “the
information appearing on or in connection with the package or the product, relating to the
identity and quality of the product and/or its components and/or the identity of the
manufacturer, packer or distributor”.

The American Marketing Association (AMA) defines labeling as “the presentation of
information about a product on its container, packaging, or the product itself”.

The Federal Trade Commission (FTC) defines labeling as “any written, printed, or graphic
matter affixed to or appearing upon any article or its container or wrapper, or
accompanying such article”.

Aspects of product labeling:

Brand name and logo: The brand name and logo are important parts of the label, as
they help to identify the product and differentiate it from competing products.

Product name and description: The product name and description provide information
about the type of product and its purpose. This helps customers to understand what the
product is and what it is used for.

Ingredients: For food, beverage, and personal care products, it is important to list the
ingredients on the label. This helps customers to make informed decisions about what
they are consuming or using.

Usage instructions: Many products require specific usage instructions, such as dosage
recommendations for medicine or cooking instructions for food products. This information
should be clearly displayed on the label.

Warnings: Some products may require warnings or cautionary statements, such as
potential side effects for medication or allergy warnings for food products.

Regulatory information: Depending on the product and the country or region where it is
sold, there may be regulatory requirements for product labeling. For example, some
countries require specific labeling for organic or non-GMO products.

Purpose of Labelling
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The purpose of labelling is to provide customers with important information about the product,
help them make informed purchasing decisions, and ensure their safety and well-being. Here
are some of the main purposes of labeling:

 ldentification: Labelling helps to identify a product, its brand, and the manufacturer.

o Information: Labels provide important information about the product such as ingredients,
nutritional values, dosage instructions, expiration date, and safety warnings.

e Promotion: Labels are used to promote the product, attract customers, and create brand
awareness.

o Compliance: Labels are required by law to comply with government regulations and
standards for health, safety, and environmental protection.

» Differentiation: Labels can help differentiate products from their competitors, by
highlighting unique features or benefits.

 Liability: Labels can protect manufacturers from liability by providing clear and accurate
information about the product and its potential hazards.

Types of Labels

There are several types of labels used in different industries and for different purposes. Here
are some of the most common types of labels:

o Brand labels: These are used to identify and promote a brand, and usually include the
brand name, logo, and other brand elements.

» Information labels: These provide information about the product such as ingredients,
nutritional information, dosage instructions, and safety warnings.

e Barcodes: These are used to track inventory and facilitate the checkout process in retail
stores.

e Warning labels: These are used to warn consumers about potential hazards or dangers
associated with the product, such as “Caution: Hot Surface.”

e Environmental labels: These are used to indicate the environmental impact of the
product, such as “Recyclable” or “Eco-Friendly.”

o Promotional labels: These are used to promote a special offer, discount, or other
promotion, such as “60% Off” or “Limited Time Offer.”

o Security labels: These are used to prevent tampering or counterfeiting, and may include
holograms, watermarks, or other security features.

« Instructional labels: These provide instructions or guidance for using or assembling the
product, such as “Assembly Required” or “Machine Washable.”

Role of Labelling

Labelling plays a crucial role in various aspects of product marketing and consumption. Some
of the roles of labelling are:

« Identification: Labels provide important information about the product, such as its name,
brand, and manufacturer. This helps consumers identify the product they are looking for
and distinguish it from other products.
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e Information: Labels provide important information about the product, such as
ingredients, nutritional information, dosage instructions, and safety warnings. This
information helps consumers make informed decisions about whether or not to purchase
and use the product.

e Branding: Labels help build and promote a brand by including brand elements such as
the brand name, logo, and other brand elements. A well-designed label can help build
brand recognition and loyalty.

* Legal compliance: Labels must comply with various legal requirements, such as
providing accurate and complete information about the product and complying with safety
regulations. Failure to comply with these requirements can result in legal action and
damage to a company’s reputation.

e Product safety: Labels provide important safety information, such as warnings and
precautions, to help ensure that consumers use the product safely and avoid injury or
harm.

o Marketing: Labels can be used to promote the product by including special offers,
discounts, or other promotions. This can help attract consumers and increase sales.

Advantages of Labelling:

o Consumer protection: Labelling provides consumers with important information about
the product, such as its ingredients, nutritional value, and potential risks. This helps
consumers make informed decisions and protects them from harm.

o Product differentiation: Labelling can help products stand out from competitors by
highlighting unique features and benefits.

+ Brand recognition: Well-designed labels can help build brand recognition and loyalty,
which can lead to increased sales and profits.

» Regulatory compliance: Labelling helps ensure that products comply with various legal
and regulatory requirements, which can protect companies from legal action and
reputational damage.

o Marketing and promotion: Labelling can be used to promote products by highlighting
special offers, discounts, and other promotions.

Disadvantages of Labelling:

e Cost: The cost of designing and printing labels can be significant, particularly for small
businesses with limited budgets.

o Limited space: Labels are often limited in terms of space, which can make it difficult to
include all the necessary information about the product.

o Counterfeiting: Counterfeiters can easily replicate labels, which can lead to consumer
confusion and harm.

e Environmental impact: The production and disposal of labels can have a negative
impact on the environment, particularly if they are not recycled or disposed of properly.

e Language barriers: Labels may need to be printed in multiple languages to
accommodate international markets, which can increase costs and create logistical
challenges.
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Important Differences Between Packaging and Labelling

Packaging

Packaging refers to the process of enclosing a product in a container or wrapping material to
protect it during storage, transportation, handling, and sale. It involves designing and producing
a suitable package that can safeguard the product from physical, chemical, and biological
damage, as well as theft, tampering, and counterfeiting.

Packaging plays a vital role in the marketing and distribution of products. It helps to identify and
differentiate the product from its competitors, communicate important information to customers,
and promote the brand’s image and reputation. The packaging material, size, shape, color, and
design can influence consumer perceptions and purchase decisions.

Effective packaging can also reduce costs and enhance efficiency in the supply chain. For
example, packaging that maximizes the use of space and minimizes waste can reduce
transportation and storage costs. Additionally, packaging that is easy to open and handle can
save time and improve productivity.

Examples of Packaging

Packaging can come in many different forms, depending on the type of product and the target
market. Here are some common examples of packaging:

o Cardboard boxes: These are widely used for packaging products like electronics,
appliances, and clothing. They are sturdy and provide good protection during shipping
and handling.

o Plastic bottles and containers: These are commonly used for packaging liquids, such
as beverages, cleaning products, and personal care items. They come in a variety of
sizes and shapes and can be transparent or opaque.

o Glass jars and bottles: These are often used for packaging food products, such as
sauces, jams, and pickles. They are also used for packaging cosmetics and perfumes.

e Flexible pouches and bags: These are increasingly popular for packaging snacks, pet
food, and other products that require airtight packaging. They are lightweight and easy to
store and transport.

o Metal cans: These are commonly used for packaging food products like soup,
vegetables, and fruits. They are also used for packaging beverages like beer and soda.

» Paper bags and boxes: These are commonly used for packaging fast food, takeout
meals, and bakery items. They are usually made from recycled materials and are
biodegradable.

o Blister packs: These are used for packaging individual items like pills, gum, and small
toys. They consist of a plastic tray with a clear cover that allows the product to be visible.

Types of Packaging
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Packaging can be categorized into different types based on various criteria. Here are some
common types of packaging:

1. Primary packaging: This is the first layer of packaging that comes in direct contact with
the product, such as a bottle, can, or bag.

2. Secondary packaging: This is the second layer of packaging that is used to group and
protect multiple units of the product, such as a cardboard box or shrink wrap.

3. Tertiary packaging: This is the third layer of packaging that is used to transport and
store large quantities of the product, such as a pallet or container.

4. Consumer packaging: This is the packaging that is designed to attract and inform the
end consumer, such as a label or graphic design.

5. Industrial packaging: This is the packaging that is used for industrial products and
materials, such as drums, crates, and pallets.

6. Protective packaging: This is the packaging that is designed to protect the product from
damage during shipping and handling, such as bubble wrap or foam inserts.

7. Sustainable packaging: This is the packaging that is designed to minimize the
environmental impact of the product, such as biodegradable or recyclable materials.

8. Luxury packaging: This is the packaging that is designed to enhance the perceived
value of the product, such as high-end materials, finishes, and designs.

Components of Packaging

Packaging typically consists of several components that work together to provide protection
and visual appeal to the product. Here are some common components of packaging:

« Container: This is the main component of packaging that holds the product, such as a
bottle, box, or bag. The container can be made of various materials, including plastic,
glass, metal, and paper.

e Closure: This is the component that seals the container to protect the product from air,
moisture, and contamination. Examples of closures include caps, lids, and corks.

e Label: This is the component that provides information about the product, such as the
brand name, ingredients, nutritional value, and instructions for use. Labels can be made
of various materials, including paper, plastic, and metal.

e Graphics and design: This is the component that adds visual appeal to the packaging
and communicates the brand identity and message. Graphics and design can be printed
on the container or label and can include images, colors, and logos.

e Cushioning and padding: This is the component that provides protection to the product
during shipping and handling. Examples of cushioning and padding materials include
foam, bubble wrap, and paper.

e Inserts and dividers: This is the component that separates and organizes the product
inside the container. Examples of inserts and dividers include trays, partitions, and
holders.

o Tamper-evident features: This is the component that provides evidence of tampering or
opening of the packaging, such as seals, tapes, and shrink wrap.

Labelling
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Labelling refers to the process of attaching a label or tag to a product or package that provides
information about the product, its contents, and its intended use. Labels are typically made of

paper, plastic, or other materials and are attached to the product or package by adhesive, heat,

or other methods.
Examples of Labelling
Here are some examples of labelling:

e Food labelling: Food products are typically labeled with information about ingredients,
nutritional value, allergens, and any health or safety warnings. Labels may also include
claims about the product’s health benefits or environmental impact.

 Hazardous materials labelling: Products that contain hazardous materials, such as
chemicals or batteries, must be labelled with warnings and safety instructions to protect
consumers and comply with regulations.

 Pharmaceutical labelling: Medicines and other pharmaceutical products are labelled
with information about the dosage, ingredients, and potential side effects, as well as
instructions for use.

o Country of origin labelling: Some products, such as textiles, are required to be labelled

with information about the country where they were made or assembled.

o Eco-labelling: Some products, such as cleaning supplies and appliances, are labelled
with information about their environmental impact, such as energy efficiency ratings or
certifications for sustainable sourcing.

» Advertising labelling: Labels may also be used in advertising to promote the product’s
features or benefits, such as “low fat” or “organic.”

Types of Labelling

There are several types of labelling that can be used to provide information about a product or
package. Here are some common types of labelling:

1. Descriptive labelling: This type of labelling provides a description of the product and its
features, such as size, colour, and style. Descriptive labelling can be used to help
consumers identify and choose between different products.

2. Informational labelling: This type of labelling provides important information about the
product, such as ingredients, nutritional value, and usage instructions. Informational
labelling is commonly used on food, beverage, and pharmaceutical products.

3. Grade labelling: This type of labelling provides information about the quality or grade of
the product, such as “organic,” “fair trade,” or “premium quality.” Grade labelling can help
consumers make informed purchasing decisions and differentiate between similar
products.

4. Environmental labelling: This type of labelling provides information about the
environmental impact of the product, such as eco-labels or certifications for sustainable
sourcing or manufacturing practices.
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5. Advertising labelling: This type of labelling is used in advertising to promote the
product’s features or benefits, such as “low fat” or “all natural.” Advertising labelling can
help attract consumers and differentiate the product from competitors.

6. Hazard labelling: This type of labelling is used on products that pose a hazard or risk to
consumers, such as flammable materials or poisonous substances. Hazard labelling is
designed to provide clear and concise information about the potential risks and
appropriate precautions.

Purpose of Labelling
Labelling serves several purposes, including:

« Identification: Labels identify the product and its contents, making it easier for
consumers to find and purchase the product.

 Information: Labels provide important information about the product, such as
ingredients, nutritional value, usage instructions, and safety warnings.

e Branding: Labels can include branding elements, such as logos, colors, and slogans, to
distinguish the product from competitors and create brand recognition.

e Legal compliance: Labels must comply with legal regulations regarding product
labelling, such as food labelling laws, hazardous materials regulations, and country of
origin labelling requirements.

Features of Labelling
Here are some common features of labelling:

e Product name: The name of the product is typically displayed prominently on the label to
identify the product and differentiate it from other products.

e Brand name or logo: The brand name or logo is often displayed on the label to promote
brand recognition and distinguish the product from competitors.

e Product description: Labels may include a description of the product, such as its size,
colour, style, or other distinguishing features.

 Ingredients or contents: Labels may include a list of ingredients or contents to inform
consumers about what is included in the product.

o Nutritional information: Labels on food and beverage products often include information
about the nutritional content of the product, such as calories, fat, protein, and vitamins.

e Usage instructions: Labels may include instructions for how to use the product, such as
dosage instructions for pharmaceutical products or cooking instructions for food products.

o Safety warnings: Labels may include warnings or cautionary statements to inform
consumers about potential hazards or risks associated with the product, such as “keep
out of reach of children” or “may cause drowsiness.”

» Environmental information: Labels may include information about the environmental
impact of the product, such as eco-labels or certifications for sustainable sourcing or
manufacturing practices.

o Regulatory information: Labels may include information required by regulatory
agencies, such as the product’s country of origin or compliance with safety standards.
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Important Differences Between Packaging and Labelling

Here are important differences between packaging and labelling presented in a table:

Features Packaging Labelling
Purpose Protects and contains the product Provides information about the
product
Material Can be made of a variety of Typically made of paper, plastic, or
materials, including plastic, paper, adhesive materials
glass, metal, and more
Design Can include graphics, images, and Typically includes text and graphics

branding to promote the product and
attract consumers

to provide information

Functionality

Must be functional and able to
protect the product during storage,
transportation, and display

Must be informative and comply with
regulatory requirements

Cost

Can be a significant expense,
especially for complex or customized
designs

Generally less expensive than
packaging, but can add costs for
printing and labeling equipment

Sustainability

Can have a significant impact on the
environment, but sustainable options
are available (e.g., recycled
materials, biodegradable options)

Can include eco-labels or
certifications for sustainable
sourcing or manufacturing practices

Legal
requirements

Must comply with regulations related
to safety, packaging materials, and
labelling requirements

Key Differences Between Packaging and Labelling

Must comply with regulations related
to the information provided on the
label, including ingredients,
nutritional value, and safety
warnings

Here are some key differences between packaging and libelling:

1. Role: Packaging is primarily responsible for protecting and containing the product during
storage, transportation, and display. Labelling, on the other hand, is primarily responsible
for providing information about the product to consumers.

2. Physical characteristics: Packaging refers to the physical materials and design used to
protect and contain the product, while libelling refers to the text and graphics printed or
affixed to the packaging.

3. Timing: Packaging is typically created before the product is filled or assembled, while
libelling is applied to the packaging after the product is complete.

4. Customization: Packaging can be customized to suit the needs of different products and
brands, while labelling is typically standardized to comply with regulatory requirements.
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5. Cost: Packaging can be a significant expense, especially for products that require
specialized materials or designs. Labelling is generally less expensive, but can add costs
for printing and labelling equipment.

6. Sustainability: Packaging has a significant impact on the environment and there is a
growing trend toward sustainable packaging options. Labelling can also have an impact
on the environment if not produced sustainably, but there is less emphasis on sustainable
labelling compared to sustainable packaging.

7. Legal requirements: Packaging must comply with regulations related to safety,
packaging materials, and labelling requirements, while labelling must comply with
regulations related to the information provided on the label, including ingredients,
nutritional value, and safety warnings.

Similarities Between Packaging and Labelling
While packaging and labelling serve different purposes, they do have some similarities:

1. Both packaging and labelling play important roles in communicating information about the
product to consumers. Packaging can include graphics and branding to promote the
product and attract consumers, while labelling provides detailed information about the
product’s ingredients, nutritional value, and usage instructions.

2. Both packaging and labelling can influence consumers’ purchasing decisions. Effective
packaging and labelling can help products stand out on store shelves and communicate
important information that consumers use to make purchasing decisions.

3. Both packaging and labelling can impact the environment. Packaging can contribute to
waste and pollution if not produced sustainably, while labelling materials and production
processes can also have environmental impacts.

4. Both packaging and labelling are subject to regulatory requirements. Packaging and
labelling must comply with regulations related to safety, packaging materials, and
labelling requirements to ensure that products are safe for consumers and meet legal
standards.

Conclusion Between Packaging and Labelling

In conclusion, packaging and labelling are both important components of product design and
marketing. Packaging is primarily responsible for protecting and containing the product during
storage, transportation, and display, while labelling provides information about the product to
consumers.

Both packaging and labelling can influence consumers’ purchasing decisions and impact the
environment, and are subject to regulatory requirements related to safety, packaging materials,
and labelling requirements.

While they have some similarities, there are also differences between packaging and labelling,
such as the physical characteristics, timing, customization, cost, and sustainability
considerations.
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Overall, packaging and labelling work together to provide consumers with important information
and protect the product during storage and transportation, while also promoting the product
and helping it stand out in a crowded marketplace.
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After-Sales Service, Importance, Activities involved, Best
Practices, Challenges

After-sales service refers to the support provided to customers after the purchase of a product
or service. It includes various activities such as installation, repair, maintenance, upgrades, and
customer support. After-sales service is an important aspect of customer satisfaction and
retention as it helps build customer loyalty and can lead to repeat business. In this article, we
will discuss in detail the various aspects of after-sales service and its importance in modern
business.

Importance of After-Sales Service:

o Customer Satisfaction: After-sales service ensures that customers are satisfied with the
product or service they have purchased. This can lead to increased customer loyalty and
repeat business.

o Competitive Advantage: Providing excellent after-sales service can give a business a
competitive advantage in the marketplace. Customers are more likely to choose a
company that offers good after-sales service over one that does not.

o Brand Reputation: After-sales service can help build a company’s brand reputation.
Good after-sales service is often associated with high-quality products and can lead to
positive word-of-mouth advertising.

» Increased Sales: Providing after-sales service can lead to increased sales. Customers
are more likely to purchase products from a company that offers good after-sales service.

o Cost Savings: Providing after-sales service can lead to cost savings for businesses.
Customers who are satisfied with their purchase are less likely to return products, leading
to lower return and repair costs.

Activities involved in After-Sales Service:

« Installation: After-sales service begins with the installation of the product. Businesses
should ensure that the installation process is smooth and hassle-free for the customer.

o Repair: In case the product gets damaged, after-sales service includes the repair of the
product. Businesses should provide timely and efficient repair services to customers.

o Maintenance: After-sales service includes maintenance of the product to ensure its
longevity and optimal performance. Regular maintenance can help prevent problems
before they occur.

o Upgrades: After-sales service also includes upgrading the product to newer versions or
adding new features. This can help retain customers and generate repeat business.

o Customer Support: After-sales service includes providing customer support for any
queries or concerns that customers may have regarding the product. This can be done
through phone, email, or chat support.

Best Practices for After-Sales Service:
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o Timeliness: Businesses should respond to after-sales service requests in a timely
manner. This can help build customer trust and loyalty.

o Personalization: After-sales service should be personalized to meet the specific needs
of each customer. This can help create a positive customer experience.

o Empathy: Businesses should show empathy towards customers who are facing
problems with the product. This can help build a positive relationship with the customer.

 Communication: Effective communication is key to good after-sales service. Businesses
should keep customers informed about the status of their request and any updates.

o Feedback: After-sales service should include gathering feedback from customers to
identify areas for improvement. This can help businesses provide better after-sales
service in the future.

Challenges in After-Sales Service:

» Resource Allocation: Providing after-sales service requires significant resources,
including manpower, time, and money. Businesses need to allocate sufficient resources
to ensure that after-sales service is effective.

» Training: After-sales service personnel need to be trained to handle various customer
requests and concerns. This can be a significant challenge for businesses, particularly if
they offer a wide range of products and services.

o Logistics: Providing after-sales service often requires logistics support, including
transportation of products and spare parts. This can be a challenge for businesses
operating in remote locations or with limited transportation infrastructure.

» Complexity: Products are becoming increasingly complex, which can make it challenging
to provide effective after-sales service. After-sales service personnel need to have a deep
understanding of the product to be able to provide effective support.

Examples of After-Sales Service:

« Installation and Training: Many products require installation and training to ensure
proper use. Providing installation and training services can help customers get the most
out of their purchase and reduce the risk of product returns or complaints.

e Maintenance and Repair: Regular maintenance and repair services can help ensure that
products continue to function properly and last longer. This can be particularly important
for products with high replacement costs, such as industrial equipment or medical
devices.

o Technical Support: Providing technical support can help customers troubleshoot issues
and resolve problems with their products. This can be done over the phone, via email, or
through online chat.

» Warranty and Extended Warranty: Providing warranties and extended warranties can
help give customers peace of mind and protect them from unexpected costs associated
with product failures.

o Parts and Accessories: Providing replacement parts and accessories can help
customers keep their products functioning properly and extend their useful life.
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Pricing of Product, Meaning, Objectives, Strategies and
Importance of Pricing

Pricing is the process of determining the value or worth of a product or service and setting a
specific amount that customers are expected to pay for it. The price of a product is one of the
most important factors that businesses consider when introducing a new product or service, as
it determines the level of revenue generated and the profit margins earned.

The choice of pricing strategy will depend on a variety of factors, including the company’s
goals, target market, competitive environment, and cost structure. A well-designed pricing
strategy can help businesses achieve their revenue and profit goals while also meeting the
needs and expectations of their customers.

The pricing process involves a careful evaluation of various factors, such as production costs,
competition, market demand, and consumer behaviour. A successful pricing strategy should be
able to strike a balance between these factors, while also considering the needs and
preferences of the target customers.

Objectives of Pricing of a Product:

One of the primary objectives of pricing is to maximize profit. A business sets a price that

helps recover all costs and generates the highest possible return. This involves analyzing the
relationship between price, demand, and cost to find the level where profit is maximized. For
example, pricing too low may lead to losses, while pricing too high may reduce sales volume.

Sales Volume Maximization

Some businesses prioritize increasing sales volume over immediate profits, especially in
highly competitive markets. Lower prices can attract more buyers, helping the firm build market
share quickly. This objective is common in industries like FMCG and technology, where gaining
a foothold in the market can lead to higher profits over time through repeat purchases or brand
loyalty.

Market Share Leadership

Firms may use pricing to capture or maintain a dominant share of the market. This involves
competitive pricing or penetration strategies to outperform rivals and attract more customers.
Achieving market share leadership can enhance brand visibility, bargaining power with
suppliers, and long-term profitability, even if short-term margins are reduced.

Return on Investment (ROI)

Pricing decisions are also made to ensure a target return on investment. Businesses often
calculate the expected ROI based on their pricing structure, considering the capital invested in
production, marketing, and distribution. Pricing is adjusted to ensure the business achieves or
exceeds this expected rate of return over time.
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In highly competitive or recessionary environments, businesses may adopt pricing strategies
aimed at survival rather than profit. This involves setting prices low enough to maintain
operations and retain customers. Survival pricing is temporary and is used when a firm needs
to withstand competitive pressure or market downturns.

Product Quality Leadership

Some companies aim to position their products as premium or high-quality offerings. In
such cases, pricing is set higher to reflect the superior features, craftsmanship, or brand
prestige. The objective is not just to sell, but to reinforce a perception of exclusivity and
quality, as seen in luxury goods, high-end electronics, or designer clothing.

Customer Retention and Loyalty

A company may price its products to encourage long-term customer relationships. This
includes offering loyalty discounts, value packages, or membership pricing. The goal is to
increase customer lifetime value rather than just single transactions. Loyal customers also
help with word-of-mouth marketing and repeat business.

Strategic pricing is used to gain an edge over competitors. For example, pricing a product
slightly below that of competitors can attract price-sensitive buyers. Businesses may also use
temporary price cuts, seasonal discounts, or price matching to remain attractive in a
competitive environment.

Achieving Social or Ethical Goals

In some cases, especially with government or non-profit organizations, pricing is used to
achieve social objectives such as affordability, accessibility, or support for certain
communities. For instance, subsidized pricing on essential goods like medicine or education
aims to improve welfare rather than make profits.

Pricing can be used to manage multiple products within a company’s portfolio. For example,
firms may use lower prices for basic products and higher prices for premium or complementary
goods. This helps in balancing sales across product lines and managing inventory efficiently.

Strategies of Common pricing:
1. Cost-Plus Pricing

This is one of the simplest and most commonly used pricing strategies. In cost-plus pricing, a
fixed percentage (markup) is added to the cost of producing a product to determine its selling
price.

For example, if a product costs 100 to make and the firm wants a 20% profit, it will sell the
item at ¥120. This method ensures all costs are covered and allows for consistent profits.
However, it ignores market demand and competition, which may result in overpricing or
underpricing.
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2. Penetration Pricing

Penetration pricing involves setting a low initial price to quickly attract customers and gain
market share. This strategy is often used by new entrants in competitive markets to entice
consumers to switch from existing brands. Once a strong customer base is established, prices
may be gradually increased. The goal is to build brand recognition and discourage competitors
from entering. However, penetration pricing can lead to short-term losses and may not be
sustainable if not supported by volume growth.

3. Skimming Pricing

Skimming pricing, a firm sets a high initial price for a new or innovative product and
gradually lowers it over time. This strategy is effective when there’s little or no competition and
the product is perceived as premium or unique. It helps recover research and development
costs quickly and targets early adopters willing to pay more. As demand from high-end
consumers declines, the firm lowers the price to attract more price-sensitive customers.
Skimming can, however, invite competitors to enter with lower-priced alternatives.

4. Competitive Pricing

Under competitive pricing, a firm sets its prices based on what its competitors are charging
for similar products. This strategy is common in markets with many similar offerings, like
electronics or grocery retail. Businesses may price slightly above, below, or equal to
competitors, depending on brand positioning and product quality. While competitive pricing
helps stay relevant in the market, it may result in price wars or limit profit margins if not paired
with unique value propositions.

5. Value-Based Pricing

Value-based pricing is customer-focused and sets prices based on the perceived value of a
product or service to the consumer rather than its cost. If customers believe a product offers
superior quality, utility, or prestige, they may be willing to pay a higher price. This strategy is
common in luxury, fashion, and technology markets. The challenge lies in effectively
communicating value and differentiating the product to justify the higher price.

6. Psychological Pricing
This strategy uses consumer psychology to make prices appear more attractive.

For example, pricing an item at 99 instead of 100 makes it seem significantly cheaper, even
though the difference is minimal. Other examples include “buy one, get one free” offers or
pricing in odd numbers. Psychological pricing creates a sense of savings and urgency, which
can increase conversions, especially in retail settings.

7. Bundle Pricing
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Bundle pricing involves selling multiple products together at a lower price than if they were
sold individually. It increases the perceived value and encourages customers to buy more. This
strategy is common in the food, software, and telecom industries.

For example, internet and TV services may be offered as a package deal. Bundling helps
increase average transaction value and move slower-selling items along with popular ones.

8. Dynamic Pricing

Dynamic pricing adjusts prices in real-time based on market demand, competition, time, or
customer behavior. It is widely used in industries like airlines, hotels, e-commerce, and ride-
sharing. Algorithms and data analytics determine the most profitable price at any given time.
While dynamic pricing can optimize profits and respond to market shifts, it may also alienate
customers if perceived as unfair or inconsistent.

Importance of pricing:

Pricing is the primary source of revenue for any business. It directly influences the amount of
money a firm earns from its sales. Unlike other marketing elements that incur costs, price alone
generates income. Setting the right price ensures that the business not only covers its costs
but also earns profit. Even a small change in price can significantly impact total revenue,
making pricing one of the most critical financial levers in business strategy.

Proper pricing allows a company to maximize its profits. If a product is priced too low, it may
increase sales but reduce margins. If priced too high, it might reduce volume and limit overall
profitability. By finding the optimal balance, businesses can earn maximum profit on every unit
sold. Effective pricing strategies take into account market demand, cost of production, and
consumer behavior to ensure profitability and long-term financial sustainability.

Pricing plays a key role in entering new markets or expanding market share. A competitive
or penetration pricing strategy can attract new customers and encourage trial purchases. Low
initial prices help in gaining attention, building customer base, and discouraging competitors.
As the firm establishes itself in the market, prices can be adjusted upward. Thus, pricing
becomes a tool for fast entry and strong positioning in competitive markets.

Consumer Perception and Value

Price affects how consumers perceive a product’s value. A high price may signal premium
quality, luxury, or exclusivity, while a low price may indicate affordability or lower quality.
Strategic pricing helps align consumer expectations with brand positioning. Companies must
ensure that the price reflects the benefits and features offered. When consumers believe they
are getting good value for their money, they are more likely to make a purchase and become
loyal customers.

An effective pricing strategy can offer a competitive edge in the marketplace. A business that
can price its product more attractively than rivals—without compromising on quality—can gain
market share. Price wars, discounts, and seasonal pricing are commonly used to outmaneuver
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competitors. However, the key is to balance competitive pricing with sustainable profitability,
ensuring long-term growth rather than short-term gain.

Product Positioning and Brand Image

Price is a strong indicator of a product’s market positioning and brand image. Luxury goods
are priced high to maintain exclusivity, while budget products are priced to appeal to the mass
market. Pricing helps communicate a brand’s identity—whether it's economical, premium, or
value-for-money. The right pricing ensures consistency with other marketing elements such as
advertising, packaging, and promotion, reinforcing the brand’s desired image in the consumer’s
mind.

Customer Retention and Loyalty

Pricing affects not only new customer acquisition but also retention of existing customers.
Offering value-based pricing, loyalty discounts, or bundled deals encourages repeat purchases.
Fair and transparent pricing builds trust and enhances customer satisfaction. Over time, it
fosters loyalty, reduces churn, and increases the lifetime value of each customer. In service
industries especially, stable and perceived fair pricing is key to maintaining long-term
relationships.

Support for Marketing Mix

Pricing supports and complements the overall marketing mix (4Ps — Product, Price, Place,
Promotion). It must be aligned with product quality, distribution channels, and promotional
efforts. For instance, a heavily advertised high-end product must have a premium price to
justify its positioning. Conversely, mass promotions may be backed by discounts or competitive
pricing. Thus, pricing ensures the cohesion and effectiveness of all other marketing strategies.

Pricing Considerations:

When it comes to setting a price for a product, there are a number of important considerations
that need to be taken into account. These include:

o Cost: One of the primary considerations in pricing a product is the cost of producing or
acquiring it. The price of the product should be set in a way that ensures that the
business can cover its costs and make a profit.

o Competition: The price of a product should also be set in relation to the prices charged
by competitors. If a business charges significantly more for a similar product, it may
struggle to attract customers.

e Value: Customers will only be willing to pay a certain amount for a product if they feel that
it represents good value for money. The price of a product should be set in a way that
reflects its perceived value.

o Target market: The price of a product may also need to be set in relation to the target
market. Different customers may have different perceptions of value, and the price of a
product may need to be adjusted accordingly.
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Marketing strategy: The price of a product may also be influenced by the marketing
strategy being used. For example, a business may choose to charge a premium price for
a product that is positioned as a luxury item.

Distribution channels: The distribution channels used to sell a product may also impact
its price. For example, if a product is being sold through a retailer, the retailer will typically
want to make a profit on the sale, which will impact the price charged to customers.
Economic conditions: Economic conditions such as inflation, interest rates, and
consumer confidence can all impact the pricing decisions of businesses. For example,
during times of economic downturn, businesses may need to lower prices in order to
maintain sales.

Legal and ethical considerations: There may also be legal and ethical considerations
that need to be taken into account when pricing a product. For example, price fixing is
illegal and can result in significant fines and other penalties. Additionally, businesses may
need to ensure that they are not engaging in any practices that could be seen as price
gouging or taking advantage of consumers during times of crisis.
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Factors affecting price of a product

The pricing of a product is a critical decision for any business, and it must consider various
factors that affect the price of the product. Pricing is not just about setting the price of a
product; it’'s a complex process that requires consideration of several internal and external
factors that influence the pricing decision. In this answer, we will discuss the main factors that
affect the price of a product in detail, with examples.

Cost of production:

The cost of production is one of the most critical factors that influence the price of a product.
The price of a product must cover the cost of production and ensure that the company is
making a profit. The cost of production includes the cost of raw materials, labor, rent, utilities,
and other overhead expenses. For example, if a company produces a product for $10 and
wants to make a profit of 20%, the selling price must be $12.

Competitor pricing:

The pricing strategy of competitors is another factor that affects the price of a product. If the
competitors’ products are priced lower, the company must consider lowering its prices to
remain competitive. On the other hand, if the competitors’ products are priced higher, the
company can price its product higher and position itself as a premium product. For example,
Apple positions its products as premium products and prices them higher than its competitors.

Customer demand:

Customer demand is a crucial factor that affects the price of a product. If there is high demand
for a product, the company can charge a higher price, and if there is low demand, the company
must lower its prices to increase demand. For example, during the COVID-19 pandemic, the
demand for hand sanitizers and masks increased, and the prices of these products increased
due to high demand.

Product life cycle:

The product life cycle is another factor that affects the price of a product. In the introduction
stage, the price may be higher to recover the development cost, and in the growth stage, the
price may be reduced to gain market share. In the maturity stage, the price may be further
reduced to maintain sales. For example, the price of the iPhone reduces as it moves from the
introduction stage to the maturity stage.

Market segmentation:

The pricing of a product can be influenced by market segmentation. If a company is targeting a
premium segment, it can charge a higher price for the product. On the other hand, if the
company is targeting a budget segment, it must lower the price of the product. For example,
companies like Gucci and Louis Vuitton target premium customers and price their products
accordingly.
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Distribution costs:

The distribution costs are the costs associated with getting the product to the customer. If the
distribution costs are high, the company must factor these costs into the price of the product.
For example, if a company needs to import a product from another country, the transportation
cost, customs duty, and other related costs must be considered when pricing the product.

Economic conditions:

The economic conditions of the country or region can affect the pricing of a product. If the
economy is booming, the company can charge a higher price for the product, and if the
economy is in a recession, the company must lower its prices to maintain sales. For example,
during the recession in 2008, many companies reduced their prices to maintain sales.

Government regulations:

Government regulations can also affect the pricing of a product. For example, if the

government imposes a tax on a product, the company must increase the price of the product to

cover the tax. Similarly, if the government offers subsidies on a product, the company can
reduce the price of the product.
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Methods of Pricing

Pricing is one of the most important aspects of a business. Setting a price too high or too low
can have serious consequences on the profitability of a company. There are several pricing
methods that businesses can use to determine the best price for their products or services.
Each method has its pros and cons, and the choice of method depends on the type of product
or service being sold, the target market, and the competitive landscape. In this article, we will
discuss some of the most common pricing methods used by businesses and the advantages
and disadvantages of each.

Cost-Plus Pricing

Cost-plus pricing is a pricing method that involves adding a markup to the cost of a product to
determine the selling price. This markup covers the cost of production, overhead, and profit.
The formula for cost-plus pricing is:

Selling price = Cost of production + Markup

For example, if the cost of producing a product is $50, and the markup is 20%, the selling price
would be:

Selling price = $50 + ($50 x 20%) = $60
Advantages of Cost-Plus Pricing:

 |tis easy to calculate and understand.
|t ensures that all costs are covered and a profit is made.

Disadvantages of Cost-Plus Pricing:

« |t does not take into account the demand for the product or the competitive landscape.
e It can result in a price that is too high or too low, depending on the market.

Competitive Pricing

Competitive pricing is a pricing method that involves setting the price of a product based on the
prices charged by competitors. The goal of competitive pricing is to set a price that is in line
with what customers are willing to pay while still allowing the company to make a profit. This
method requires a thorough analysis of the market and the competition. The formula for
competitive pricing is:

Selling price = Competitor’s price +/- Adjustment

For example, if a competitor is selling a product for $100, and the company wants to undercut
them by 10%, the selling price would be:

Selling price = $100 — ($100 x 10%) = $90

1/4



Advantages of Competitive Pricing:

« It takes into account the demand for the product and the competitive landscape.
It can help a company gain market share by offering a lower price than competitors.

Disadvantages of Competitive Pricing:

e It can result in a price that is too low and not profitable.
« It does not take into account the actual cost of producing the product.

Penetration Pricing

Penetration pricing is a pricing method that involves setting a low price for a new product in
order to penetrate the market quickly. The goal of penetration pricing is to gain market share
and attract customers away from competitors. This method is often used when introducing a
new product to the market. The formula for penetration pricing is:

Selling price = Cost of production + Low markup

For example, if the cost of producing a product is $50, and the company sets a low markup of
10%, the selling price would be:

Selling price = $50 + ($50 x 10%) = $55
Advantages of Penetration Pricing:

e It can quickly gain market share and attract new customers.
e |t can discourage competitors from entering the market.

Disadvantages of Penetration Pricing:

e It can result in lower profit margins in the short term.
e It can be difficult to raise prices once customers are used to the low price.

Price Skimming

Price skimming is a pricing method that involves setting a high price for a new product in order
to maximize profit in the short term. The goal of price skimming is to take advantage of the
price insensitivity of early adopters and the novelty of the product.

Target Return Pricing

Target return pricing is a method of pricing that aims to set prices to achieve a specified return
on investment (ROI). This approach is often used in industries where the investment required
to produce a product or service is high, such as manufacturing, software development, and
pharmaceuticals. The formula for target return pricing is:

Target Price = Total Costs + (Target Return on Investment x Total Investment) +
Total Units Sold
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For example, suppose a company invested $1 million to develop a new software product and
expects to sell 50,000 units. The company has a target ROI of 20%. The total costs of
production, including development, manufacturing, and distribution, are $500,000. Using the
target return pricing formula, the target price for each unit is calculated as:

Target Price = $500,000 + (20% x $1,000,000) + 50,000 units = $30 per unit
Pros:

e The method takes into account the company’s desired return on investment, which helps
ensure profitability.

e |t provides a clear target for pricing decisions, which can help managers make better
decisions.

« It can be useful in industries where costs are high and there is a need to recover the
investment.

Cons:

o The method relies on accurate cost and sales volume estimates, which may be difficult to
obtain.

« |t does not take into account market demand, which may affect the price that customers
are willing to pay.

It may result in prices that are too high or too low, depending on the accuracy of the cost
and sales volume estimates.

Contribution Margin Pricing

Contribution margin pricing is a method of pricing that sets the price based on the contribution
margin per unit. The contribution margin is the amount by which revenue from the sale of a
product exceeds variable costs. This approach is often used in industries where fixed costs are
high and variable costs are low, such as software development or online services. The formula
for contribution margin pricing is:

| Price = Variable Costs + Desired Profit + Number of Units Sold

For example, suppose a software company has fixed costs of $500,000 and variable costs of
$10 per unit. The company wants to earn a profit of $300,000 and expects to sell 100,000
units. Using the contribution margin pricing formula, the price for each unit is calculated as:

Price = $10 + ($300,000 + 100,000) = $13 per unit
Pros:

o The method takes into account variable costs, which can help ensure that the company is
covering its costs.

e |t provides a clear target for pricing decisions, which can help managers make better
decisions.

e It can be useful in industries where fixed costs are high and variable costs are low.
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Cons:

e The method does not take into account market demand, which may affect the price that
customers are willing to pay.

It may result in prices that are too high or too low, depending on the accuracy of the cost
and sales volume estimates.

It may not be appropriate for industries where variable costs are high relative to fixed
costs.
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Important Differences between Discounts and Rebates

Discounts

A rebate is a refund or return on the purchase of goods or services. A rebate is returned to the
customer after the amount on the purchase has been paid in full. The rebate can be used as an
incentive to buy more than one item at a time.

The discounted price is visible as of the precise moment that the purchase would have been
made and therefore offers immediate gratification. A Trade Discount is a reduction in price
between a manufacturer and a retailer on high volume purchases from a stock or supply list.
The higher the volume of trade the larger the discount may be.

The high-volume trader may receive a discount of 40% for example while a medium volume
trader may only be given 30% reduction in his purchases. The cash discount on the other hand
is between the seller or retailer and the buyer. It is a cash amount deducted from a purchase.

This discount is often referred to as a sales discount because it is between the retail seller and
the buyer. The retailer puts the discount on after goods have been purchased from a
wholesaler. Discounts are granted to all customers to increase sales.

Different types of discounts include:

» Trade discounts: These are discounts offered to distributors or retailers based on the
quantity of goods purchased or the volume of sales generated over a specific period. The
discount is intended to motivate intermediaries to buy and resell products in large
volumes, thereby increasing the manufacturer’s revenue.

o Cash discounts: These are discounts offered to customers who pay for their purchases
in cash or within a specified period, usually within 10-30 days. The discount is an
incentive for prompt payment, which helps the seller to maintain cash flow and reduce the
risk of bad debts.

» Quantity discounts: These are discounts offered to customers who purchase large
quantities of products. The discount increases with the volume of products purchased,
and it is designed to encourage bulk buying and help clear inventory.

o Seasonal discounts: These are discounts offered during specific seasons, such as
holidays or festive periods. The discounts are intended to attract customers who are in a
spending mood and increase sales during peak periods.

e Promotional discounts: These are discounts offered as part of a promotional campaign
aimed at introducing new products, increasing brand awareness, or rewarding customer
loyalty. The discount can be a percentage reduction in price or a free product or service.

e Trade-in allowances: These are discounts given to customers who trade in their old
products for new ones. The discount can be in cash or in-kind, such as a discount on the
purchase price of a new product.

Features:
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It happens on a single purchase.

» Unconditional, to be given to a customer on account of massive purchase by one single
billing from the price List (Base price).

e Discount is given on every good purchased by the customer

e Discount doesn’t depend upon the turnover, and it is fixed and can only differ from
customer to customer.

Advantages:

e It results in extra satisfaction because as a customer when you go to shopping and in
your mind, you have a certain price which you expect for a product and if you get the
product at the lesser price than naturally you will be happy and feel more satisfied.

» The first and foremost advantage is that it results in extra saving for the consumer, so for
example if you want to buy a trouser which cost around Rs. 20 but due to some
promotional scheme by shopkeeper you get 20 percent discount than you get the same
trouser at Rs. 16 then this Rs. 4 is savings which happened due to discount.

e Discounts are advantageous to shopkeepers also because by offering discounts they are
able to attract customers to their shops resulting in more footfalls and hence are able to
sell their dead stock which was lying with them resulting in locking of working capital.

Disadvantages/Cons:

e Another cons of discount is that shopkeepers usually increase the price of the product
and then offer a discount on increased price which means that customer does not get any
benefit from the discount.

e The biggest cons of discounts are that shopkeepers exploit the mentality of customers
towards discounts to their advantage by offering outdated and defective products during
the discount sale and hence it is the customers who feel cheated or exploited after
purchasing discounted products.

Rebates

A rebate is a form of buying discount and is an amount paid by way of reduction, return, or
refund that is paid retrospectively. It is a type of sales promotion that marketers use primarily as
incentives or supplements to product sales. Rebates are also used as a means of enticing
price-sensitive consumers into purchasing a product. The mail-in rebate (MIR) is the most
common. A MIR entitles the buyer to mail in a coupon, receipt, and barcode in order to receive
a check for a particular amount, depending on the particular product, time, and often place of
purchase. Rebates are offered by either the retailer or the product manufacturer. Large stores
often work in conjunction with manufacturers, usually requiring two or sometimes three
separate rebates for each item, and sometimes are valid only at a single store. Rebate forms
and special receipts are sometimes printed by the cash register at time of purchase on a
separate receipt or available online for download. In some cases, the rebate may be available
immediately, in which case it is referred to as an instant rebate. Some rebate programs offer
several payout options to consumers, including a paper check, a prepaid card that can be
spent immediately without a trip to the bank, or even as a PayPal payout.
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Some common types of rebates include:

e Mail-in Rebate: A mail-in rebate is a type of rebate that requires the customer to fill out a
form and mail it to the manufacturer or retailer along with a proof of purchase. The rebate
amount is then sent to the customer in the form of a check or prepaid debit card.

o Instant Rebate: An instant rebate is a type of rebate that is applied at the time of
purchase. The customer does not need to fill out any forms or mail in any information to
receive the rebate.

o Loyalty Rebate: A loyalty rebate is a type of rebate that is offered to customers who have
made multiple purchases from a particular manufacturer or retailer. The rebate amount
may increase as the customer makes more purchases.

« Conditional Rebate: A conditional rebate is a type of rebate that is offered to customers
who meet certain conditions. For example, a customer may receive a rebate if they
purchase a specific product or if they purchase a certain quantity of products.

Features:

e An incentive to be given to a customer clubbed with qty purchased by a customer within
the period specified (say one month)-conditional.

« |s retroactive agreement.it is given to a partial payment to the particular scheduled time.
(1yror 3 Yr).

» Discount on turnover, means if you buy three shirts, you will get a discount of 20%,
whereas if the no. of shirts has reduced the discount will get reduced.

Advantages

o Sales discounts result in early payments that support the liquidity position of the seller.
e The customers can buy the goods at slightly lower prices.
e It results in a reduction of outstanding accounts receivable.

Disadvantages

« If the cost of funds for the early payment is higher than the sales discount, the buyer will
effectively lose money on the transaction.

e The seller has to bear the brunt of lower revenue due to sales discounts. As such, sales
discounts can also be seen as an extra cost for the seller.

Discount Rebate

Definition Discount is the reduction offered by Rebate is refund or return of
a seller to the buyer from the currency value that a seller of goods
purchase price of goods or provides to the buyer for various

services. different reasons.
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Impact on
Invoice

Trade discount is reduced from the
original value even before the
invoice is generated. Cash
discount, on the other hand, is
reduced from the final invoice
value.

The amount of rebate does not
affect the original invoice as the
adjustment is made post-sale. The
effect is shown in trading account &
the income statement.

Consideration

Trade discount is provided
considering the quantity bought.
Cash discount is provided
considering the time of payment.

Rebate is provided considering all
the reasons for which a trade
discount or cash discount is not
offered.

Type of Trade discount is offered both on Rebate is allowed on both cash and
Transaction cash and credit sale, however, credit sales.
cash discount is only offered on a
prompt payment.
Timing It is applied at the time of It is used after an event has been
occurrence of an event i.e. before recorded i.e. post the sale or
the sale or purchase has been purchase has been completed.
completed.
Recording in In case of a trade discount, itis not It is shown separately in the
book of shown in the books of accounts financial statements as it is provided
accounts whereas a cash discount is after the sale has already been
recorded in the income statement recorded.
as an expense.
Reasons To promote high quantity For various reasons which are

purchases, receive timely
payments, and increased sales.

unfavourable during the purchase
cycle, such as; poor quality, delay in
delivery, etc.
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