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Leadership, Attitude, Performance  ...making	learning	pay!

Nature of Product/Service Management

The cycle of life

It pays to be trendy

Know when to fold ’em

Rapping Up Products
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Think about the last product you purchased. 
Was it a new game for your Nintendo Wii? An 
oil change for your car? A candy bar on your 
way out of a store? Have you ever thought 
about who’s responsible for those products 
and what their job duties entail? 

Managing products and services effectively 
is vital to the success of any business or or-
ganization. Products don’t just appear on the 
market overnight—

• Chick-fil-A, a regional fast-food res-
taurant, spent six years developing a 
chicken sandwich that costs less than $4.

• The polio vaccine took over 10 years to  
develop. 

• Google’s search engine (the one you 
probably use every day!) took over three 
years to develop. 

And that just describes the beginning of 
a product’s life! Products also must be well 
managed through the stages of growth, matu-
rity, and decline. Learn more about product/
service management and how it applies to 
your business. 

Describe the product/service 
management function.

Discuss the phases of product/
service management.

You Can Manage:  
The Product/Service 

Management Function

No matter what type of business you have, managing your products and 
services well is a must if you want to be successful. Product/service 
management is a marketing function that involves obtaining, developing, 
maintaining, and improving a product or service mix in response to market 
opportunities. To understand product/service management better, you should 
start with a clear understanding of what products and services are. 

Products and services
A product can be either a good or a service. A good is a tangible object that 
can be manufactured and produced for resale, along with its associated ben-
efits. Examples of goods include a desk chair, a truck, or a rose bush for your 
garden. A benefit associated with a desk chair would be having a comfortable 
place to sit while you work. A service is an intangible activity performed by 
other people in exchange for payment, along with its associated benefits.  
Examples of services include a manicure, an Internet connection, or an 
employee search conducted by an outside agency that your business hires. 
A benefit associated with an Internet connection is being able to check your 
e-mail any time. 

There are two different types of 
services a business may perform. 
The first is a product-related ser-
vice, which means that the service 
is attached to some sort of tangible 
good. Product-related services may 
include instruction, maintenance, 
delivery, credit, or repair. For 
instance, the connection service 
you receive from a company such 
as Verizon when you purchase one 
of their cell phones is a product-
related service. You may even pay 
one price for the entire good-service 
package, known as a bundle. 

Product/service management 
obtains, develops, maintains, and 

improves a product or service mix in 
response to market opportunities.
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The other type of service is a pure service, which means that it is not at-
tached to any tangible good. Instead, the service itself is the business’s primary 
product. Banks and insurance companies are good examples of businesses that 
offer pure services. 

Managing products and services
Now that we have a clear understanding of what products and services are, we 
can think more about product/service management and what it means. Every 
business participates in product/service management, whether its employees 
realize it or not! In a big company, an entire product/service management 
department may exist, but even in a small business, the owner or manager is 
constantly making decisions about what to offer to customers in the product/
service mix. 

Product/service management involves many activities, such as:

	 •	Discovering new-product opportunities

	 •	Developing marketing plans and strategies for products

	 •	Coordinating the product mix

	 •	Sustaining successful products as long as possible

	 •	Reassessing products that are not meeting expectations

	 •	Eliminating products that have become liabilities

As you can see, product/service management is a process that follows products 
throughout their entire life cycles. It involves thorough, systematic decision-
making at every stage. 

Factor it in
Product/service management tasks are affected and influenced by many factors, both within the company and outside it. Businesses 
must consider the following when managing products and services:

Customer needs and wants. Because customers are actu-
ally buying benefits, not just products or services, product/service 
management should be approached from the customer’s point of 
view. Too often, companies focus solely on the product itself without 
taking into consideration the benefits that appeal to the consumer. For 
instance, how valuable is the most technologically advanced laptop 
computer if it’s too complicated for the average consumer to operate? 
It’s a challenge to keep customer needs and wants in mind at all times, 
especially when they tend to shift frequently; however, it’s absolutely 
necessary for successful product/service management. Companies 
often use market research to aid in gathering information about 
customer needs and wants. 

Company goals and strategies. These are internal factors that affect product/service management. Each business has its own 
unique set of marketing goals and strategies that will influence what it expects from its product/service mix. Let’s say your busi-
ness wants to maintain its market share in a certain category. This may involve modifying or improving an existing product so that it 
continues to compete well with similar products on the market. As company goals and strategies change, product/service management 
decisions may change as well. 

Products may go by 
several different names, 
so don’t get confused. 
In non-profit organiza-
tions, for instance, 
products are often called 

“programs.” Think of your local YMCA. 
Its classes and activities may be called 
programs, but remember—these are 
the YMCA’s products and services!
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Costs and available resources. These two factors are especially impor-
tant during the new-product development phase. A company may have a great 
idea for a new product, but it may not be cost-effective if it is too expensive to 
develop and produce, or if the needed materials are too scarce to obtain afford-
ably. Part of product/service management is making sure that the business will 
get a return on its investment in a product and will make a profit. Therefore, 
product/service managers must take costs and resources into account when 
making decisions. 

Competition. Product/service managers must constantly be aware of what’s 
going on around them and what other companies are doing. With certain popular 
products or services, competition can be very fierce. In some cases, a company 
may want to introduce a new product to better compete or to gain market share. 
In other cases, a company may want to modify an existing product so the compe-
tition doesn’t make it obsolete. Many product/service management decisions will 
be made as a result of a business’s competitors’ efforts. 

Stage in the product life cycle. Products move 
through the product life cycle (introduction, growth, 
maturity, and decline) at different rates and require unique 
marketing strategies. These stages of the life cycle are the 
basis for product/service planning and management. Prod-
uct/service managers understand how and why competition 
changes from one stage of the life cycle to another, and they 
make decisions based on what will be most effective for a 
product at its current stage. 

The product itself. Characteristics of the business’s products and  
services themselves have an influence on product/service management deci-
sions. Product/service managers must take into account all the aspects of a 
product that will provide benefits or appeal to customers. If the product is an 
improvement over similar products already on the market, for instance, its man-
agers will integrate that benefit into all product/service management decisions 
and marketing strategies. 

Government regulations. Many products must meet certain government 
standards or be produced under government guidelines. Government regulations 
also control some of the information that companies must provide to customers, 
such as the nutritional content of packaged food items. Laws may also affect 
products and services in terms of issues like warranties, construction and 
safety standards, packaging, etc. Product/service managers must be sure they 
are adhering to governmental controls with every decision they make.

Business and economic trends. Product/service managers must operate within the framework of the current economy. If com-
panies are forced to downsize, they may have to drop certain products or make changes in how they’re produced. There may be fewer 
employees to work on product/service management. A merger or acquisition, however, may bring new products, resources, or employ-
ees to the company. Product/service managers will learn to be flexible and “go with the flow” in these types of situations. 

Thanks to the government, we can see if the 
food we eat is good for us for not.
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Importance of product/service management
There are many benefits to successful product/service management. 
Think about it:

	 •	A business’s sales and profits will improve if it is offering the 
products and services its target market wants and needs.

	 •	When a business’s sales and profits improve, its market share 
and ability to beat the competition may also improve. 

	 •	When a business takes the time to develop and market appropri-
ate products, it can develop many new customers (which can 
also translate into greater sales, profits, and market share).

	 •	The better managed a business’s products and services are, 
the less exposure the business has to financial risk from failed 
products, lost sales, and inability to meet the competition. 

Role of product/service management in marketing
Product/service management is a specific marketing function, and it 
plays a significant role in a business’s overall marketing success. This 
function affects marketing in the following ways:

It affects positioning. Positioning is 
a strategy in which a business creates a 
certain image or impression of a product 
in the minds of consumers. 
Let’s say you are 
the product 
manager for a 
new luxury car. 
The decisions 
you make 
and the 

It gives a product an image. A corporate 
brand is all the combined impressions and experienc-
es associated with a company. Consider a few famous 
corporate brands and your own associations with 
them—think Under Armour, Wrigley’s gum, or MTV. 
What identities have these businesses’ product/service 
managers been able to achieve through their market-
ing decisions and strategies? Branding is an important 
marketing activity that relies heavily on good product/
service management decisions.  

strategies you form will determine the car’s image for 
your target market. They will affect not only the suc-
cess of your product, but the marketing success of your 
entire company. 

It improves product success. You may come up 
with a great product, but without proper management, 
you will never achieve success in trying to sell it. This 
principle applies to any product, whether it is a local, 
one-person babysitting service or a snack food sold  
all over the globe. Each product or service must be  
approached with a plan for marketing success.

Janna and her friend Leah both work for telecommunica-
tions companies. One night over dinner, they discuss some 
new product ideas they think would be successful in their 
industry. Janna has a great idea that Leah loves. The next 
week, Leah presents the idea to her manager, who says he 
will consider taking it to the next new-product committee 
meeting. Was Leah’s action ethical? Do you consider this to 
be “stealing” the idea from her friend?
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Whose job is it, anyway?
As you already know, the size of a business will influence how 
it handles product/service management. Big firms usually have 
more time and money to spend on product/service management, 
but it is no less important for small businesses to execute it well. 
The employees responsible for product/service management 
may go by many different job titles. Here are just a few:

	 •	Product manager

	 •	Brand manager

	 •	Project manager

It’s Just a Phase

Summary
Product/service management is a marketing function that 
involves obtaining, developing, maintaining, and improving 
a product or service mix in response to market opportunities. 
It is influenced by customer needs and wants, company goals 
and strategies, costs and available resources, competition, the 
product itself, government regulations, stage in the product 
life cycle, and business and economic trends. Product/service 
management plays an important role in marketing because it 
affects positioning, improves product success, gives a product 
an identity, and enhances the company’s image.

generating new-product ideas, while another department over-
sees developing the products, while yet another department or 
manager is responsible for marketing the product and managing 
it for the rest of its life cycle. In other businesses, one employee 
or group of employees may be responsible for all product/ser-
vice management activities. 

	 1.	 What	is	product/service	management?

	 2.	 Describe	products,	goods,	and	services.

	 3.	 What	factors	affect	product/service		
management?

	 4.	 What	are	the	benefits	of	product/service		
management?

	 5.	 What	role	does	product/service	management	
play	in	marketing?

	 •	Product coordinator

	 •	Marketing manager

	 •	Product line manager

In some businesses, product/service management responsi-
bilities are broken up among different managers or departments. 
For example, one committee or department may be in charge of 

	 •	Will be presented or distributed in a new manner

Every business handles product/service management a little differently, but there are three main 
phases of the management process you should be aware of. They are new-product development, 
monitoring of existing products, and elimination of weak products. 

Developing new products
Companies spend a great deal of money, time, and effort developing new products to offer their 
customers. New products may be goods or services that:

	 •	Have never been offered on the market before

	 •	Have been modified in some way
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As you can see, some products are entirely new to the market, but even old products can be considered “new” again in this process. 
An established soft drink may have a “new, improved” formula or taste. A cosmetic, such as lipstick, that has been on the market for 
several years may receive completely new packaging or design. 

Businesses have several different ways to obtain new products. They may purchase them from another person or company, license 
them from another person or company (meaning they buy permission to sell the product but do not actually own it), acquire them by 
purchasing another company, or develop them internally. Let’s examine the basic steps of internal product development. Keep in mind 
that an idea or potential product may be discarded at any point in the process if the company or the product/service managers decide it 
does not make a positive contribution to the product/service mix or will not make a profit. 

Generate ideas. Ideas for new products can come from a 
variety of sources—employees, customers, sales representa-
tives, retailers, friends, family members—you name it! It may take 
hundreds of ideas to come up with a good one for new-product 
development. Some companies have product-management com-
mittees that meet regularly to brainstorm new-product ideas. Each 
idea must then go through a screening process. 

Screen ideas. The purpose of screening new-product ideas is 
to identify any that will potentially be unworkable. For this reason, 
top-level managers from many different departments (finance, 
engineering, distribution, etc.) are often involved in this step. An 

idea may seem great on paper, but in reality it may be too expensive, it may have been tried unsuccessfully in the past, or it may not fit 
well with company goals and objectives. 

Test the product concept. If an idea makes it past the screening process, it is ready to be tested. This means getting feedback 
from potential customers about the potential product. Concept testing should answer the questions:

	 •	 Is our target market interested in this product?

	 •	 Is it the right time to introduce this product?

	 •	What benefits does our target market expect from this product?

Concept testing may involve a simple customer questionnaire or, in some cases, an actual 
prototype of the product. It’s important to be very selective at this stage in the new-product devel-
opment process because to take a product any further requires a much more significant financial 
investment from the company. 

Conduct a business or feasibility analysis. This is an in-depth analysis that takes many 
factors into account, such as demand, costs, competition, required investment, and potential profit. 
Again, managers from many different departments may contribute to this step in the process. Think 
of the feasibility analysis as a much more detailed and serious screening step. It may take months to complete. If the company decides 
at this time that the product is feasible, it will take further steps to develop it. 

Develop the product. Product development is a lengthy step that could take months or even 
years to finish. During this step, a working model of the product is tested, modified, and retested, until 
the company decides it’s ready to hit the market. The cost of production is estimated, and plans for 
packaging, labeling, brand name, promotion, and distribution are made. Government regulations may 
also require safety tests to be completed during this step to prevent unsafe products from entering the 
market. Development can be a very expensive stage. Remember that Chick-fil-A sandwich that took 
over six years to develop? The cost was over $500,000!

Test market the product. Test marketing involves introducing the product to a limited market 
to see how it will be accepted. It serves to guide product/service managers in planning actual market-
ing strategies. The product is tried out in specific locations to get customers’ and retailers’ reactions 
before starting a wider distribution. Modifications in the product can be completed as a result of the 
test market, or the product may be dropped at this point if test market results are particularly poor. 
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Not all new products need test marketing. In some cases, 
it may not be used because it’s costly, delays entry into the 
full market, may not give an accurate picture of performance, 
provides no guarantee of actual success, and gives competitors 
an opportunity to copy the idea while it is being tested. 

Commercialization. If a product has made it through 
every other stage in the new-product development process, it is 
finally ready for commercialization. This is the point at which 
the product goes into full-scale production, a marketing plan is 
put in place, service and sales training are conducted, and the 
product’s life cycle begins. 

Monitoring existing products
Existing products are those that are already on the market. It’s 
important for product/service managers to keep a close eye on 
existing products and monitor them in terms of sales, profit, 
market share, and how well they’re meeting company goals  
and expectations. 

Product/service managers may decide an existing product 
is performing well and needs no modifications. Or, they may 
choose to add new features or change the design or packag-
ing in some way. Making changes in an existing product often 
follows steps similar to those used in new-product development. 
Managers may reposition the product by changing the marketing 
strategy. Or, they may decide to eliminate the product altogether. 

Eliminating weak products
This is also known as product discontinuation. Weak prod-
ucts are those with declining sales and profitability. Product 
discontinuation must be planned carefully to prevent damaging 
the company’s image. Some products can be dropped immedi-
ately, but some are withdrawn from the market over a period of 
time. Some companies eliminate a weak product slowly so that 
customers have time to find replacements, or they may continue 

to provide service for a discontinued product for a certain 
period of time to retain customer goodwill. Product/service 
managers must weed out weak products, however, because of 
their costs to the company. Remember, product/service man-
agement is all about making the most profitable product-mix 
decisions possible. 

Summary
The three main phases of product/service management are 
new-product development, monitoring of existing products, 
and elimination of weak products. New-product develop-
ment involves idea generation and screening, concept testing, 
feasibility analysis, product development, test marketing,  
and commercialization. 
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	 1.	 What	are	the	three	main	phases	of	product/
service	management?

	 2.	 How	do	businesses	obtain	new	products?

	 3.	 What	are	the	steps	of	internal	product		
development?

	 4.	 What	decisions	do	product/service	managers	
make	when	monitoring	existing	products?

	 5.	 Why	would	a	company	discontinue	a	product?	
How	do	product/service	managers	complete	
this	task?

The courses offered by schools are 
these educational institutions’ prod-
ucts. Who is responsible for product/
service management at your educational institution? What internal 
and external factors are currently influencing product/service man-
agement decisions? How does this function affect the institution’s 
overall marketing success? What are the institution’s current activi-
ties in terms of new-product development, monitoring of existing 
products, and elimination of weak products?


