Product management – study unit 2
The meaning of a product

Definition – a product is defined as a tangible article, a service, an idea or, more often, a combination of these that, through the exchange process satisfies consumer or business customer needs. 

From a marketing viewpoint, the key element of this definition is ‘ satisfies consumer or business needs’. That is products provide benefits. Marketers should focus on the benefits that products supply to customers. 

For the customers view point the key element is their ‘needs and wants’ customers purchase the benefits of a product and not the product itself.  ( think ability to drill holes when buying a drill)

Layers of the product concept

A product includes everything that a customer receives in an exchange. We can distinguish 5 distinct layers  of the product:

· Core product
the first layer of the product is the core product that represents the heart of the product, the main reason for its existence and purchase. It is the essential benefit or need satisfaction that the customer expects to obtain from the product.  Marketers do not product and sell products, they sell product benefits! Products provide a number of different benefits with varying degrees of importance. Sometimes marketers add services to a tangible product to customise benefits. 
· The tangible product
the second layer of the product is the physical object or service offered to the customers. The tangible product includes not only the commodity or service but also unique features of the product, such as the appearance or styling, the package and the brand name.  (think of various cars; big boot space, big engines, etc) two important components of the tangible product are its brand name and its packaging. 
· The augmented product
the third layer of is the augmented product – that is, the tangible product plus additional customer services and benefits. These features can include a warranty, credit, delivery, installation, and product repair and maintenance service after the sale and customer instruction on use of the product.  These features affect the satisfaction and benefits the buyer gets from the exchange. Going that extra mile for customers by offering an augmented product is typically an effective way for a company to stand out from the crowd.  They add value.
· The potential product
the next layer, the potential product, has been recognised as a significant component of the product concept. The potential product can be defined in terms of its possible evolution, for example new ways of differentiating itself from the competition. We can say that the potential product reflects high levels of added value and is so different that it is better protected against competition and substitutes. Potential simply reflects what might be done with the product in the future.  
Product differentiation occurs when a company attempts to distinguish its products physically or psychologically from other basically identical competing products. This can be achieved by way of shape, colour, dimensions, quality, packaging, brand name, image, status, or other need-satisfying attributes. This will create a differential advantage. A differential advantage is thus the ability to deliver superior value to the market for a protracted period of time. 
· The product image
the last layer of the product concept is the product image which encompasses all the previous layers and refers to how the product is perceived by the customer. In other words, it is the total product concept

Study unit 3 – product classification

The variety of products offered in today’s marketplace is almost mind-boggling.  These products vary in terms of their price, complexity, importance and frequency of purchase. Differences in product characteristics cause both consumers business customers to behave differently in making the purchase – time spent on decision, search for information, attributes.
Tangible physical characteristics

Products may first of all be classified by the degree to which they represent tangible physical characteristics. 3 categories in this dimension.

Consumer products can be classified as durable or non-durable, depending on how long the product will normally last. 

Durable products

The most tangible product offerings, durable products, are consumer products that are used or consumed over a long period of time, usually at least 3 years. 

Non durable products

Non durable products, can on the other hand, are used or consumed over a short period of time, or after one or a few uses. They provide benefits for a shorter time period and include products such as groceries, food, and clothing. These products are divided into packaged products and no packaged products ( toothpaste & petrol)

Services

Services are intangible benefits that are purchased by consumer but do not involve ownership. ( think buying airplane tickets; getting from point A to point B)

There are major differences in buying durable, non durable and services; when buying durables customers are likely to consult a wider range of information sources.  As a result, personal selling is a more important part of the marketing mix, while advertising is more likely to provide customers with information.  Distribution is selected and not widespread
Non durable is typically classified as habitual decision making. In these situations price and availability are often more important that product attributes. Branding is especially important in developing product decisions for non durables as consumers often rely on brand reputation. Advertising is more likely to convey images and symbols than to provide information. Distribution is extensive and sales promotions and price-cutting is used frequently to encourage customers to switch to a company’s brand
Services represent intangible products comprising activities, benefits or satisfactions that are not embodied in physical products. Because services are intangible, advertising is used to try to make their benefits more tangible. 

Consumer products
Consumer products are those products bought by individual consumers for their personal or family use. Marketers in the consumer sector find it useful to classify products and services by the amount of time, money and risk involved in the purchase decision. Time – time spent making actual purchase. Money – includes purchase price + cost of searching for and evaluating alternatives+ cost of owning and disposing of a product. risk – social risk, functional risk, and financial risk
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Convenience products

Convenience products are relatively inexpensive consumer products such as milk, which are purchased frequently with minimum comparison and effort.  Willing to accept alternative brand if their preferred brand is not available in a convenient location. 

· Staple products
staple products are bought on a regular basis and include products such as milk, bread and toothpaste. They are available almost everywhere, they are considered by most customers to be basic necessities and there are few differences amongst brands.

· Impulse products
impulse products are normally bought without much preplanning and effort. You stop to buy bread but have an uncontrollable urge to buy a chocolate. Because consumers seldom plan to purchase these items, it is essential that they be available and highly visible. 

· Emergency products
purchases of emergency products result from urgent and compelling needs. Bandages, umbrellas are examples. Because of the emergency character of the purchase, prices is usually irrelevant. Furthermore, these products are needed when they are needed. Therefore marketers need to ensure that they are widely available.

Convenience products and the marketing mix

· Have to be made readily available to customers, they require wide and intensive distribution at retail level. 

· Communication needs to be aimed directly at the customers to get them involved as  possible with the product through the creation of brand image and brand loyalty to offset brand switching indifference

· Packaging and brand imagery need to be as attention grabbing and as memorable as possible to facilitate recognition and positive brand choice.

· The quality and price of competing convenience products are reasonably uniform. These products do not call for much explanation to the customer .  marketing responsibility of the manufacturer

Shopping products
Shopping products are those products which consumers are likely to spend more time shopping and comparing on specific characteristics. Shopping products are more costly and involve more risk than convenience products. Examples of shopping products are clothing, furniture, cosmetics and major appliances.

Can be divided into uniform and non uniform. The buyer sees uniform shopping products as similar in quality but different in enough in price to justify shopping comparisons. When a consumer is shopping for non uniform products, product features are often more important than price. The seller of non uniform shopping products must therefore carry a wide assortment to satisfy individual tastes and musy have well trained salespeople to give information and advice to customers. 

Shopping products and the marketing mix

· Prices are higher for shopping products, and distribution is likely to be selective, because products are not purchased frequently.  Customers will shop around

· Product characteristics are likely to be more distinct. 

· Advertising is likely to focus on product differences. Personal selling is likely to be important, because customers seek information about alternative brands. 

· Because brand preference and insistence play a lesser role, the name of the retailer is often more important to the buyer of shopping products that that of the manufacturer.


Speciality products

Speciality products are products with unique characteristics for which consumers make a special effort to search for and buy. These products have the highest level of consumer involvement. Their purchase if often the result of brand loyalty. These are products of high status, such as cars or yachts; buyers do not usually compare specialty products. 

Speciality products and the marketing mix
· are characterised by high prices, because customers in this case are insensitive to low price appeals.
· Distribution is on an exclusive basis to ensure a status image
· Products must have an element of uniqueness for consumers
· The uniqueness is usually advertised. Personal selling is particularly important in guaranteeing continued loyalty and good service
Industrial products
Industrial products are bought by individuals and organisations for further processing or for supporting the manufacturing of other products, directly or indirectly and in reselling. Thus the distinction between a consumer product and an industrial product is based on the purpose for which the product is purchased. 
Production goods

Production goods are products used to manufacture a final product. they enter the manufacturers product completely, either through further processing or as components. They fall into 2 classes: raw materials and manufacture materials and parts. 

Installation and accessories

Are industrial products that support the manufacturing process? Installation consists of buildings and fixed equipment. Because installations are major purchases, they are usually bought directly from the producer after a long decision period. Consequently, sales people must have technical knowledge necessary to describe the product performance. 

Accessories include portable factory equipment and tools (hand tools, lift trucks) and office equipment. These products do not become part of the finished product. Shorter life spans than installations and simply aid in the manufacturing process.  Make use of middlemen for selling. 

Supplies and services

Supplies and services are products that support the manufacturing process but are not part of it. They do not enter the finished product at all. Supplies include operating supplies (lubricants, coals, printing paper, pencils) and maintenance and repair items. (Paint, nails, brooms)

Supplies are the convenience products of the industrial field

Business services include maintenance and repair services ( window cleaning, computer repair) and business advisory services (legal, consulting, advertising) services are supplied under contract. 

Study unit 4 (Read study guide as well)
PACKAGING
The primary function of packaging is to protect the product. one of the functions of packaging is to serve as a tool in promotion strategy. Amid the plethora of different products held in stock by retailers, packaging is evidently an indispensable means of attracting consumer’s attention, conveying the necessary information and eliciting positive action from the consumer. Every aspect of a product package must provide sufficient stimulation (Name, shape, colour, label and copy) to attract the consumers attention and become fixed in his or her memory. The packaging is usually depicted in the advertisement because customers must know what it looks like in-store. 

Packaging can be defined as those activities in the product decision which pertain to the design, manufacturing and filling of the container wrapper with the product item, in such a way that the product item can be protected, stored, handled, transported and identified effectively, and marketed successfully.
The tasks of packaging
Have at least 7 functions

Enclosure and protection


reusability

Communication




market segmentation


Distribution




product development 


differentiation

Types of packaging

Family or individual packaging

Marketing management has to decide whether family packaging will be used for all their products or whether separate and unique packaging is to be sued for each product item. Family packaging denotes either a general uniformity or uniformity with regards to one or several principal features of the packaging used for a line of products. 

Special packaging

The purpose of this type of packaging is to give a product an exclusive image. Some expensive liquors are placed in uniquely shaped bottles. Speciality packaging is particularly popular for gifts. 

Reusable packaging

An enterprise may market its products in containers that are designed so that can be used to contain something else once the original contents are used up. 

Multiple packaging

This strategy entails the packaging of related products in a single container as in the case of deodorants, aftershave lotions. Multiple packaging is particularly useful as a means of introducing a new product to win brand recognition. It also frequently used for a special price. 

Kaleidoscopic packaging

This packaging strategy is implemented by regularly altering certain details in the packaging. The reproduction of photographs of a series of personalities on the inside of a cold drink bottle tops. The intention is to create demand for the product by creating a demand for the packaging.

Labelling ( read study guide for more detailed analysis)
The label is printed printed on material that appears on a product package. Labels have a strong functional dimension in that they include warnings and instructions, + information required by law. Labels state, weight and volume, have a barcode and the name and contact address of the producer. Also includes product information ( ingredients and nutritional value)+ health and safety instructions

Product support services

An important part product component is customer service which describes the assistance provided to  help a customer with the purchase or use of a product. – a service that augments the actual product. customer service applies to both products and services. For many products, customer service differentiates competitors. Good customer service is good for business. It costs less to keep the goodwill of existing customers that it does to attract new customers. 

A company should design its product and support service to meet the needs of target customers. Thus, the first step in deciding which product-support services to offer is to determine both the service that target customer’s value and the relative importance of these services. 

