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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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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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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?


