Product Life Cycle – Worksheet 2    NAME:  ______________________________
Extension Strategies
Extension strategies are used to prolong the life of a product. This may mean making adaptations to the product, including changing flavours, ingredients or adding additional features. The most common ways to extend the life of a product are shown in the table below.
	Exercise 1
Read the description of each extension strategy and think of a real example to write in the second column. 


	Extension Strategy
	Real examples

	Increasing the use of a product, e.g. persuading customers that they need a product and should be using it more often.

	

	Encouraging the use of the product on more occasions, e.g. the use of products at different times of the day or all year round, rather than just at certain times such as summer or winter.
	

	Reducing the price, e.g. when the product moves from being newly introduced (niche market) to an everyday item (mass market).

	

	Adapting the product, e.g. new and improved or new packaging.

	

	Introducing promotional offers, e.g. free items with the product or money-off vouchers for other products.

	

	Changing the image of the product, e.g. changing who the product appeals to by using image and branding, in order to create new demand. 


	

	Targeting new markets for existing products, e.g. marketing products in new countries or to new types of customer.

	

	Adapting the product into new forms, e.g. washing powder becomes washing liquid or gel.

	


Cash Flow
Cash flow is the term used for the money going in and out of the business. Cash flow is affected by the different stages of the Product Life Cycle. At the start of the cycle, cash flow is negative as money is paid out to design, develop and launch the product – costs will include marketing costs to persuade customers to buy the product. Cash flow then improves, becoming less negative until the product reaches the end of growth. By the time the product moves into maturity, cash flow is clearly positive. This remains the case until the product then starts to go in to decline, when cash flow will become negative again unless the business introduces an extension strategy.
	Exercise 2
1 Draw a diagram of the product life cycle (PLC), labelling all the stages and including the effect on cash flow during the stages. 

2 To what extent might cash flow affect the length of time that a product remains in the PLC stages?














