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 Rationalization: 
 

 Rationalization is the reorganization of a company in order to increase its 

 operating efficiency.  

 

 This sort of reorganization may lead to an expansion or  reduction in company 

 size, a change of policy, or alteration of strategy  pertaining to particular 

 products offered.  

 

 Similar to a reorganization, a  rationalization is more widespread, 

 encompassing strategy as well  as structural changes.  

 

 Rationalization is necessary for a company to increase  revenue, decrease 

 costs and improve its bottom line. 

 

https://www.investopedia.com/terms/r/reorganization.asp
https://www.investopedia.com/terms/e/efficiency.asp
https://www.investopedia.com/terms/s/structural_change.asp
https://www.investopedia.com/terms/b/bottomline.asp


  

 Product Rationalization: 
 

 Product rationalization is an important part of managing a product’s lifecycle. If products are 

 not rationalized, their numbers continue to increase, adding complexity and increased 

 support costs to the company’s bottom line.  

 

 * Product and applications rationalization are two forms of rationalization. 

 

 * Rationalization is done by a company to improve its operations. 

 

 * Company rationalization often entails a change of policy, alternation of products, and it 

 may lead to reducing or adding employees.  
 

 * Often rationalization occurs when a company is seeking to improve its bottom line and   

 improve revenue.  

 



 

 Applications Rationalization:  

 

 Engaging in applications rationalization, especially during mergers and acquisitions, helps 

 companies reduce costs, operate more efficiently and focus on supporting deal objectives, 

 legal and regulatory issues, systems and process integration and business continuity. 

 

 Most businesses accumulate a vast information technology application portfolio over time, 

 especially when companies grow and do not fully integrate operations and assets with each 

 transaction. 

 

  Many applications do not support the company’s objectives after each merger  or 

 acquisition and need revision to support the new business. 
 

 Rationalization of Markets: 
 

 In terms of market structure, financial models, theories and technologies that embody these 

 concepts have the force to rationalize markets. 

 

https://www.investopedia.com/terms/m/mergersandacquisitions.asp


 

   

  Why Rationalisation? 
 

 - Conservation and proper utilisation of resources 

 

 - Eliminating unnecessary product varieties  

 

 - standardization of products in terms of design, quality, etc 

 

 - Eliminating idle capacity 

 

 - Replace old machinery 

https://www.marketing91.com/what-is-a-product/


  

 Aspects of rationalization: 
 

 Standardization: 
 

 One of the essential elements of rationalization is the standardisation that eliminates varieties of products that are 

 unnecessary in the scheme of things, cross weights, and expenses on the competitive advertisement. 

 

 Specialization: 
 

 Another vital element of rationalization is a specialization that results in fair division of labour and efficient use of the 

 available resources like human resources and machinery 

 

 Combination: 
 

 As the name suggests, rationalization is a planned strategy that utilizes all the available resources to eliminate waste. 

 It integrates various types of weak and inept units for large scale production. 

 

 Simplification: 
 

 The rationalization element simplification results in high production with reduced costs and it ultimately leads to 

 increased sales. 

 

 

https://www.marketing91.com/marketing-and-strategy-models-and-concepts/


 

 Mechanization: 
 

 The element mechanization is targeted to replace human resources with  machines. It is 

 necessary to boost the efficiency and speed of production because of  automated 

 processes. 

 

 Modernization: 
 

  Rationalization emphasizes on modernization because after a specific time it  is imperative to 

 replace old equipment with new ones if a company is interested in boosting  its efficiency 

 and productivity. It is modern and advanced innovations as well as techniques that can  help 
 a company to take a step forward and that too in the right direction 

 

 Research: 
 

  The process of rationalization involves proper marketing research that aids in  taking the steps 
 needed to know and meet the demands of people. 

 

https://www.marketing91.com/diffusion-innovation/
https://www.marketing91.com/managing-supply-demand/
https://www.marketing91.com/people-marketing-mix/


  

 The advantages of rationalization: 

 1. Rationalization helps in the standardization of processes that simplify the manufacturing method and eliminates waste 

  

 2. It helps in introducing new techniques as well as the latest equipment and machinery that boosts productivity 

 

 3. Rationalization aids in avoiding unhealthy competition 

 

 4. Enhances the creditworthiness of weaker and inefficient units by integrating them with strong ones 

 

 5. Improves market stability 

 

 6. The process of rationalization offers higher remuneration and good security to the workforce 

  

 7. One of the advantages of rationalization is that it provides the workforce with a chance to develop their efficiency levels 

 

 8. It provides the workforce with better working conditions 

 

 9. As rationalization lowers the production cost, the consumers can avail of the benefits via reduced prices.  

 

 10. The improvement in technique leads to qualitative and standardized products to the consumer 

 

 11. Rationalization assist in increasing the standard of living in a society 

 

 12. It reduces wasteful competition and helps in conserving resources 

 

 13. Rationalization decreases the coat of production, and this helps the companies to compete in foreign markets 

 

https://www.marketing91.com/market/
https://www.marketing91.com/consumer/
https://www.marketing91.com/types-of-market/


 

 Disadvantages of rationalization: 
 

 The process of rationalization involves more capital expenses and that too without the guarantee of adequate 

 returns 

 

 Raising funds for the process of rationalization from external sources is difficult 

 

 Rationalization needs further research and development to continue with the process of improvements, and it is not 

 possible to keep with it every time 

 

 The rationalization is about being fair and equitable, but it is unable to determine the sharing ratio between 

 employers and employees 

 

 Rationalization promotes mechanization and modernization, and that leads to unemployment of workers because of 

 automated processes 

 

 It is a common belief that the human resources that are deployed after the process of rationalization will have to 

 work doubly hard to compete with each other as well as automated processes 

 

 Even when working harder the workers feel that they are given nominal income compared to the workload they are 

 handling 

 

 The method of modernization and mechanization is becoming more important than improving the living conditions of 

 the workforce 

 

  

https://www.marketing91.com/needs-wants-and-demands/
https://www.marketing91.com/customer-development/


 



 



 



 



 



 



 



 



 



 



 



 



 


