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Functional versus Innovative
Functional Product Innovative Product

Product lifecycle >2 years 3 months – 1 year

Contribution margin 5-20% 20-60%

Product variety Low (10-20 variants per 
category)

High (often millions of 
variants per category)

Average margin of error in 
forecast

10% 40-100%

Average stockout rate 1-2% 10-20%

Average forced end-of-
season markdown

0% 10-25%

Lead time 6 months to 1 year 1 day to 2 weeks
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