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Chapter 7
Product Management

One of the most important concepts in marketing is that of the marketing mix. The elements of
this mix are: pricing, the product, promotion and distribution. By altering one or more of these
ingredients changes the nature of the market offering. The challenge to marketing management
is to find the mix which simultaneously optimises customer utility and help the organisation
achieve its objectives. Discussion of the four elements of the marketing mix begins, in this
textbook, with an account of product management decisions. Having stressed the need to move
away from a product orientation in the opening chapter, it therefore may appear to be a
contradiction to deal with the product first among the four elements since this implies an order of
priority. However, although the product is only one part of the overall marketing mix, decisions
about the other three elements, price, promotion and distribution, centre around the product
offered. Thus, there is a natural logic in beginning the discussion of the marketing mix with the
product.

Chapter Objectives

This chapter is intended to provide:

An understanding of the three levels at which a product or service can be marketed

A clear distinction between a product mix and a product line

An explanation of the role of product positioning in gaining a competitive edge

An overview of the advantages and disadvantages of branding agricultural products

An appreciation of the decisions which have to be made with respect to branding and

An awareness of the role packaging can play as a component of the product mix.

Structure Of The Chapter

The chapter begins with a discussion of the nature of products and the various levels at which
they can be marketed. There then follows an explanation of why enterprises tend to develop a
portfolio of products and how these are managed. The factors influencing the decision as to
whether particular products should be branded are identified and the process of branding
products is described. Lastly, the role of packaging, as an important component of product
strategy, is discussed.

The product

Many enterprises take too myopic a view of what their product actually comprises and, therefore,
their view of how it can be marketed is similarly myopic. We should think of a given product on
three levels: the core product, the tangible product and the augmented product. The base level is
the core benefit which, in essence, is what the customer really buys. It is productive to think of a
product as merely the mechanism by which the benefit the customer is demanding is delivered.
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Thus, people do not buy toothpaste (the product), they buy confidence that their breath is
inoffensive to others (the benefit); the farmer doesn’t buy fertilizer, he buys extra grain in the
store; a mother does not buy baby food, she demonstrates the virtues of a loving and
conscientious mother, and a buyer of premium priced foods is not simply satisfying his/her
hunger for food but also, perhaps, a hunger for status. Hence the need to know what the
customer is buying and market those benefits, not products.

Care must be taken that any benefit that is marketed is valued by the potential consumer.
Manilay relates how, in the Philippines, an improved milling machine which produced a better
quality end product and reduced grain losses failed in the market place because broken and
discoloured rice kernels were not perceived to be a problem by consumers, who were more
interested in rice varieties and aromas. This example illustrates that it is the consumer and not
the engineer, scientist or marketer who decides, in the market place, what is of benefit to him/her.

The core benefit has to be converted into a tangible product to become the carrier of the benefit.
Corn oil, cotton shirts, poultry feeds, seed planters and meat pies are all tangible products.
According to Kotler2 tangible products have as many as five characteristics: a quality level, 
features, styling, a brand name and packaging. These too can be marketed to potential
customers if they differentiate the product from that of competitors, so long as this differentiation
is both meaningful and valued by consumers.

Figure 7.1 The product concept

Additional services and benefits might need to be offered to differentiate a product from that of
competitors to give it a competitive edge. That is, an augmented product is offered. The cotton
available to international buyers from the Zimbabwe Cotton Marketing Board is also available
from other countries and suppliers. However, Zimbabwe’s CMB have augmented their product 
with an advisory service to merchants and spinners which helps them choose the right cotton for
a specific application3. Similarly, the agrochemical manufacturer who builds in a metering device
into his product’s packaging is augmenting his product; the tractor manufacturer/dealer who gives
an extended warranty or performs a pre-delivery inspection is augmenting his product, and the
food manufacturer who offers wholesalers/retailers a sale-or-return deal on products which they
carry is augmenting the product offered.

Product augmentation reflects a wider view of what the customer wants. Levitt4 suggests that:

�The new competition is not between what companies produce in their factories, but
between what they add to their factory output in the form of packaging, services,
advertising, customer advice, financing, delivery arrangements, warehousing and
other things that people value.�

Caterpillar’s oil-analysis service is an interesting example of product augmentation. Owners of
Caterpillar machines are encouraged to take periodic samples of oil from the machine’s engine
and to send this off to Caterpillar. The oil is subjected to chemical analysis and the incidence of
certain elements, such as metal content, is plotted on a graph. Over successive samples, a
picture of the condition of the engine can be built up. Engine breakdowns are invariably preceded
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by an upward step in the graph as the metal content of the oil increases substantially. Customers
are thus able to anticipate potentially serious engine damage and can respond by commissioning
remedial maintenance before a vastly more expensive major engine overhaul becomes
necessary. Caterpillar machines are expensive to purchase but the durability of the machine
combined with the early-warning oil-analysis service serves to convince customers that the
product will prove economic over the longer term.

Thus we see that products can be marketed on several levels. If it is found that the product is
perceived, by potential customers, to be similar to those of competitors at one level then the
offensive differentiation can take place at another level. The key questions are whether the basis
of our product differentiation is meaningful and valued by our prospective customers.

The product mix

Single product organisations are, in practice, fairly rare. We have already encountered the
product life cycle concept and this alone should warn of the dangers of relying upon a single
product. One reason for the rarity of single product firms is the inherent seasonality of agricultural
products be they inputs or outputs. Another major reason for offering a complementary range of
products is to gain entry to the channels of distribution. Most distributors will want to handle a
product range rather than a single item. This is because the distributor’s customers expect to be
able to satisfy a number of their needs on the occasion of a single visit to the sales outlet. If the
distributor does not carry a full product line, not only is a potential sale lost but the credibility of
that distributor, as a source of knowledge on that product category and its applications, is called
into question. Credibility as a source of information is particularly important where products are
augmented by technical advice, as in the case of agricultural equipment, agrochemicals and
other agricultural inputs. Hence, the more successful agribusinesses have a reasonably broad
product portfolio.

A product mix is an assortment of types of products and product lines. A product line is a series
of related products. For example, a dairy company might offer a product line of full fat milk,
semi-skimmed milk and skimmed milk. The same dairy company might have a second, and
distinct product line of yoghurts, plain yoghurt, vanilla flavoured yoghurt and yoghurt with nuts.
Figure 7.2 illustrates the difference between a product line and a product mix.

Figure 7.2 The product line and the product mix

The width of a product mix refers to how many different product lines an organisation carries (in
this illustration there are three product lines). Product line depth indicates the number of product
variations within a particular product line (here we have three product lines and three product 
variations within each).

Case 7.1 The Tree Lifter
    A manufacturer of a range of agricultural machinery
components was greatly attracted by an opportunity to make
and market what would have been its first complete machine.
An innovative farmer had developed a tree lifting machine for
his own use around the farm. He then began to consider
whether other people might not find this machine useful. He
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realised that whilst he had developed a working prototype, he
had neither the skill nor the resources to design the tree lifter
for mass production or to commercially exploit the machine, and
so he approached the manufacturer.
    The tree lifter was however a survey of a sample of
machinery dealers revealed that few of them currently handled
tree equipment. They intimated to the manufacturer that they
were unlikely to stock the tree lifter unless it were, supplied with
a range of complementary items. Their argument was that
potential customers would not buy equipment from an outlet
that they did not perceive to have specialist knowledge in the
field of tree care. Offering a single tree care product would not
in the view of the dealers be enough to establish their
credentials as a reliable source of technical backup. capable of
uprooting semi-mature trees with their root balls intact. The
trees could then be transplanted to other locations.
    The potential applications were many farmers could relocate
trees which were inconveniently sited rather than simply
destroying them, nurseries would be able to move trees around
to more suitable areas as they grew, local authorities could
reposition trees to make way for new developments and the
forestry commission could replant thriving trees in the course of
thinning out the crop. The most likely distribution channel for the
tree lifter would be agricultural machinery outlets.

Product line extensions

The decision as to whether a given product line should be extended is a strategic issue. There
are several reasons why firms would consider adding to the number of product lines (breadth)
and/or to the number of variants (depth) within a product mix. By extending the range of products
offered, a company might gain entry to as new segment of the market. It may be necessary to
attract distributors who are interested in offering a full product line, or the business may have
spare productive capacity and wish to increase the contribution to fixed costs by increasing the
level of capacity utilisation. Alternatively, they may need to bring in products to support other
product lines, or as part of their competitive strategy they want to fill gaps in the market which
otherwise might give others a foothold in their market.

Whatever the motivation for extending the product line or mix, it has to be recognised that
supplying more products (or product variations) carries costs as well as opportunities. The
organisation’s inventories, and those of its distributors, will increase; there is added complexity in
production scheduling and the costs of production/manufacturing, with larger stocks of raw
materials and work-in-progress. Rather than expanding its markets, the product additions merely
cannabilise the sales of its own existing product lines. Moreover, rather than offering the
consumer greater choice, a plethora of similar products could have the negative effect of causing
customer confusion.

Clearly, the product mix must be managed carefully. At any point, the product or marketing
manager must know the sales (in volume and value terms) and profit for each product line and
item. He/she must also be aware of the percentage of both sales and profits which each product
contributes. Using techniques such as Lorenz curves (see appendix 7A), often reveals that a
relatively small number of products, within the total product range, accounts for the larger
proportion of both sales and profits.

Management must be aware of how each product within the portfolio is positioned against those
of competitors. This is essential for the development of an effective marketing strategy. A simple,
but useful, approach is to draw a two dimensional grid, like that illustrated in figure 7.3, and label
the axis according to what market research has shown are key product attributes. The company’s
product(s) within a given category, can then be �mapped� against those of competitors. The
product map allows management to visualise the intensity of competition in each segment of the
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market and perhaps also to identify new market opportunities in segments where there is little, or
even no competition.

Figure 7.3 Product map of competing yoghurt lines

In the case of this hypothetical yoghurt example, there is fairly intense competition in both the
long-life and pasteurised sectors of the market, especially in the flavoured-pasteurised segment.
With such intense competition, profit margins are likely to be low and management would want to
look closely at their product in this segment to assess its sales and profit contributions. At the
same time, relatively little competition exists within the �live� yoghurt markets and no competitor
currently offers a fresh fruit �live� yoghurt. Marketing research would have to be carried out to
determine if these segments represented a profitable market opportunity. The product map would
have given direction to the company’s marketing research efforts.

Product line deletions

Adding new products to a company’s portfolio is a positive and creative course of action and most
marketing managers find this easier to do than deleting products from their range. There are
many reasons for this, but perhaps foremost among them is the reluctance to prune products
from the line whilst they make some, even if modest, level of profit/contribution. In the end,
however, �sick dogs� and �problem children� will sap and organisation’s resources. Quelch and
Kenny5 cite the following costs of product line proliferation:

Fragmentation of the overall marketing effort and dilution of the brand image

Increased production complexity resulting from shorter production runs and more frequent
line change overs

More errors in forecasting demand and increased logistics complexity, resulting in
increased remnants and larger buffer inventories to avoid stockouts

Increased supplier costs due to rush orders and the inability to buy the most economic 
quantities of raw materials and

Distraction of the research and development group from new product development.

Where items within a product line no longer have a clear role, it is in the long term interests of the
organisation to either harvest or divest themselves of these items. Techniques such as Lorenz
curves and the Boston Matrixa can help identify products that ought to be removed from the 




