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Marking Criteria:
 We expect the learners to write minimum one well expressed point in three lines against each allocated mark. This means one needs to write 15 lines with 5 well expressed points to get high grades for a 5 marks question.
For high grades use examples and illustrations where appropriate. 
	1 – I – Product innovation is the development and introduction of a new product or service, which can either be a completely new product the company is producing for the first time, or an improved version of an already existing product. For example, Apple Inc., a technology company previously famous for their computers and portable audio player. It was Product Innovation when they first introduced the first mobile phone, a new product which entered and reached a new market. But it is also product Innovation every time a new version of their existing products is introduced. The ability of a company to continue to exist is dependent on its profitability, and this is achieved by introducing new products that keep up with customers’ needs and demands. If Apple Inc. was still only producing the first version of their mobile phones, their profits would be a fraction of what they currently are, because the market needs and demands have changed and evolve since then, and even though the first iPhone meet the market requirements at that time, it does not meet the requirements at this present time. It is vital for the endurance and growth of the company that they offer an innovative product line-up.

1 – II – Product development is the process of designing, creating and marketing new products or services to benefit customers. Continuous product development ensures that new products are introduced into the marketplace while adapting existing products to changing conditions. This process includes seven steps: Idea Generation (Systematic search for new product Ideas. A current need is identified, as well as the possible solution to that need. The ideas for new products can come from customers and the necessity to meet their needs, products introduced by competitors, or the company’s own human resources. A company has to generate many ideas in order to find one that is worth pursuing.), Idea Screening (Assessment of the value of the ideas generated during the previous step, which allows the firm to see which ideas are suitable for further researching and which should be abandoned. The ideas selected during this process are based on their potential to generate revenue, as well as the time and resources required to actually create the products.), Concept Development (The idea is further developed from initial idea to business proposal, which has specifications about target consumers, the exact need that has to be fulfilled, and the way in which it will be fulfilled, the benefit it will bring the consumer and the price of this need satisfaction for the customer. Feedback from customers is also sought at this stage in order to determine which idea is most appealing, and the profit capacity of the completed product line.), Business Analysis (The idea is analyzed from a business perspective. This includes identifying competition, determining product demand, and estimate all costs affiliated with the product, such as development costs and operational costs, to help determine the profit margin.), Product and Marketing Strategy Development (Once the idea has been thoroughly analyzed, it is finally transformed into physical product. A first prototype is developed in order to determine if the concept has the required technical capacity and if the firm can generate the required technology. The engineering team will be responsible for the production of this physical prototype, while the marketing team will be responsible for developing the pricing policy, promotion, and supply strategy.), Product Testing (The research method in which the product being studied is put on sale at a select group of areas and the product acceptance by the customer is monitored, recorded, and analyzed. The marketing team will then use the feedback to develop marketing campaign ideas. The purpose is to test the planned marketing course in a representative segment of the market in the same marketing surroundings in which the planned product will eventually be sold. By running a marketing test, the marketer can gain comfort from the facts collected about sales volume and profit levels of the product. This type of product testing also allows for additional customer feedback so that any required changes in the prototype can be made along with the proposed marketing strategy, if it is required.), and Commercialization (Using the feedback collected from previous stages, the product and marketing strategy are modified and improved accordingly. Commercial production of the product then begins and it becomes available in the market for sale. According to the level of production, the final product might be introduced to the whole market at once, or in segments, depending on the company's capability to meet product demands.).

1 – III – Product Life Cycle is the different stages a product goes through during their existence in the market place. The product's life spam begins when it is first introduced in the market, and the company focuses on establishing a market. Once it is introduced, the interest and demand for the product will rapidly increase until the will eventually reach their peak. This happens during the maturity stage of the product, where once the initial demand for the product passes, the company focuses in maintaining their market share for as long as possible. The company introducing the product wishes for the product to be profitable and give customers the satisfaction they want for a long duration, until the product eventually falls into a decline. The actual duration of the life of a product varies depending on the product and the market, as well as the duration of the stages. For example, the classic Nokia 3310. Even though it had a rapid growth once it was introduced, and an extremely long maturity phase, to the point that it is still an icon nowadays, it eventually decline and died due to the advancement in telecommunications technology and the demand for products with such technology.

Some products stay in the introductory stage for many years whereas other products get market acceptance in just a matter of weeks and are ready to move on to the next phase of the life cycle. The company must comprehend and control the different stages of the product life cycle to guarantee marketing success. 
Not all products got through all the stages in a life cycle, but all products do however enter the decline and possibly the abandonment stage. This can be due to any of the three following reasons. First, there is no need for the product (For example: “Thirsty Dog!” bottled water for pets launched in 2008. Failed to reach success due to lack of market interest.). Second, a better or cheaper product already exists in the market (For example, the Microsoft Zune was launched in order to compete with the Apple's iPod, but failed to generate enough interest to claim a share of that market due to the extreme popularity of the iPod.). And third, better marketing strategies by a competitor force a company product out of the market (For example, HD DVD lost the high definition optical disc format wars it 2086 against Blu-Ray Disc, due to Blu-Ray's alliances with several technology giants who introduced the format into their products, making it a standard, such as Sony's PlayStation and Samsung's DVD players.).

1 – IV – The Product Life Cycle includes four stages: Introduction (The company seeks to build product awareness and develop a market for the product. Full scale production begins, the final marketing strategy is determined, and the product is made available in the market. During this stage profit margins are very low due to the initial promotional expenses to notify future costumer of the new product, expenses to acquire the distribution rights at retail outlets, expenses to attract distributors for the new product line, and possible lower prices to promote market penetration. Due to the high cost of promotion, marketing, and distribution, and limited sales volume, the profit margins of the company are very low and at this point.), Growth (The company seeks to build brand preference and increase market share. The demand of the product will rise quickly and usually outpacing the supply. Due to the increased sales volume, the amount of profit will also increase, making it possible to invest more money in the promotional activity to maximize the potential of this growth stage. With increasing demand of a product, competition will also increase, and products with new additional features are introduced to make it more appealing than the original.), Maturity (The strong growth in sales observed in previous stages diminishes, and competition may introduce similar products. The primary objective in this stage is to defend market share while maximizing profits. During this stage the product reaches its peak, and it will be too difficult to push sales any higher at this point. Profits will most likely be stable at this point or even, begin a downward trend. This is probably the most competitive time for most products and businesses need to invest wisely in any marketing they undertake. They also need to consider any product modifications or improvements to the production process which might give them a competitive advantage. However, the marketing activity and expenditure levels may be much lower than earlier on in the lifecycle.), and Decline (At this point, the product market will start to shrink, and the sales will begin to decline, as the product will have reached the end of its life cycle. This market reduction can result from the market becoming saturated and there are no new customers available, or because the customers are switching to a different type of product. At this point the business can decide to either maintain the product, and add new features to defend current market share, or reduce the production and focus on a niche segment, or it can discontinue the product, liquidating the remaining inventory or selling the product to another business who is willing to continue production. The decision of when to take the product off the market completely is extremely important because it can be tempting to leave a declining product on the market. However, it is essential that the product is not allowed to start costing its producer money. The existence of the declining product can also waste the management's time and energy, and it may delay the development of a new, potentially more profitable replacement product.).

1 – V – As the product moves through the different stages of its life cycle, the marketing and production activities change. These changes affect several marketing mix factors, such as Product, Pricing, Promotion, and Delivery. 
During the Introduction Stage, the main objective is to create product awareness and develop a market for the product. Product quality level and is established; Pricing can either be lower to promote market penetration or higher to quickly recover development and production costs; Promotion activities are aimed to create product awareness; and Delivery is limited to a selective number of distributers until consumers show acceptance of the product. 
During the Growth Stage, the main objective is to create brand preference and increase market share, and the business has to invest significantly to meet product demands. Product quality is maintained or additional features can be added; Pricing is maintained; and Delivery channels are increased as customers accept the product and product demand increases.
During the Maturity Stage, the main objective is to defend market share while maximizing profits. Product features may be enhanced to differentiate the product from the increased competition or to reach new markets; Pricing may decrease in order to compete with other competitor’s products; Promotion activities focuses in differentiating the product from its competition. 
[bookmark: _GoBack]During the Declining Stage, the main objective is to minimize costs relating to the production and distribution of a declining product. This can be achieved by reducing production efforts and focusing on a very specific market segment, or terminate all production and promotion activities, and focusing in developing new products.

2 – I – True
2 – II – False
2 – III – False
2 – IV – False
2 – V – False
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