Chapter-Four

Product and Service Concept

Definition of Product

· A product is any thing that can be offered to a market to satisfy a need or want.

· The product is a bundle of satisfaction that a customer buys
Products that are marketed include physical goods, services, persons, places, ideas and associations.
Product Classification

Traditionally products classified on the basis of varying product characteristics: 

A. Durability and Tangibility: products can be classified into three groups according to their durability and tangibility. 
Non-durable goods are tangible goods that normally are consumed in one or a few uses. Since these goods are consumed quickly and purchased frequently the appropriate strategy is to make them available in many location, charge only a small price and advertise heavily to induce trial and build preferences. E.g. pen, chewing gum, bear, soap, salt. 
Durable goods can also considered as tangible goods. Tangible goods that normally serve needs for a longer period of time. E.g. car, shoes. Services are intangible, inseparable variable and perishable. As a result, they normally require more quality control, supplier credibility and adaptability. E.g. barberry, room service, food and beverage service, banqueting, etc.

B. Consumer goods: consumers buy a vast variety of goods. These goods can be classified on the basis of consumer shopping habits.

i. Shopping Goods: are goods that the consumer in the process of selection and purchase, characteristically compares on such basis as suitability, quality, price and style. E.g. furniture, clothing, etc. shopping goods can be divided into homogenous and heterogeneous goods. The buyers sees homogenous shopping goods as similar in quality but different enough in price to justify shopping comparisons. The seller has to talk price with the buyer. But in shopping of clothing, furniture and other heterogeneous shopping goods, product features are more important to the consumer than the price. The seller of the heterogeneous shopping goods must therefore carry a wide assortment to satisfy individual tastes and must have well-trained sales peopled to provide information and advice to customers.

ii. Convenience Goods: are goods that the consumer usually purchases frequently with a minimum effort. E.g. tobacco products, soaps, newspapers. Convenience goods can be further divided into staples, impulse and emergency goods. Staples goods are goods that consumer purchase on a regular basis. Impulse goods are purchased on impulse, without any planning or search effort. E.g. candy, news papers. Emergency goods are purchased when a need is urgent. E.g. umbrella and boots

iii. Specialty Goods: are goods with unique characteristics and/or brand identification for which a significant group of buyers is habitually willing to make a special purchasing effort. A Mercedes, for instance is a special good because interested buyers will travel long distance to buy special one.

iv. Unsought Goods: are goods that the consumer does not know about or knows about but does not normally think of buying. New products such as, smoke detectors and food processors are unsought goods until the consumer is made aware of them.

C. Industrial goods: industrial goods can be classified in terms of how they enter the production process and their relative coastlines. 
Product Development Process

1. The idea generation stage: is the conscious identification of a product idea that logically addresses an opportunity. 

2. The Incubation stage: progress from first prototype to final design, assembly of needed resources gearing up and making a limited run

3. The implementation stage: this involves limited manufacturing and is called the initial implementation stage. This is a preliminary effort to put actual products into the field and to gather market feedback.

4. The diffusion stage: expand into full target market and wide distribution and full production for market with ongoing design and control.

Product and Technology

At both macro and micro levels of innovation, few products require exceptionally sophisticated scientific knowledge. Accordingly, products may be classified into three groups in this aspect
A. High tech products
· Most sophisticated products
· Long lived products because they cannot easy to copied and replaced by the competitors

E.g. Digital CD player, computerized cameras, satellite system, telecommunications, medical instruments

B. Mid-tech products
· A majority of familiar products are less sophisticated

· More readily to be understood

· Can be fabricated through adaptation of existing knowledge
E.g. PC mouse controller, cosmetics, desk-top publishing, photo copy

C. Low-tech products

· Are short lived because the lack of skill or technology used in manufacturing makes it easy for new competitors to emerge and replace with slightly improved items.
· Can be made easily, marketed quickly and terminated with a minimum effort

· Can be seldom be protected by patents, and they can be copied and replaced by competitors

E.g. Office furniture, paper, plastic toys, candy and cookies, printing, etc

Product Protection right

1. Patent Right: is a grant of a property right by the government to an inventor.  Patents are exclusive property right that can be sold, transferred, willed, license, or use as collateral.  Anything that is patentable must be new and useful.  The law states that an item cannot be patented if it has been marketed for a period of more than a year prior to application. Patent right is given for three basic areas.
A. Utility patents: Granted for a new process (Method of production, research, testing, analysis, and other technologies with new applications), machines (products, instruments and other physical objects that have proved useful and unique), manufactures (combinations of physical matter not found in nature fabricated in unique and useful application) for 17 years
B. Design patent: granted for any new or original ornamental design for an article of manufacture. It protects the appearance of the article, not the article itself.  It can be granted for 3 ½, 7, or 14 years.
C. Plant patent: Granted for botanical creations that have been asexually reproduced and do not exist in nature with a protected period of 17 years.

1. Trademarks: includes any word, name, symbol, or distinguished device, or any combination thereof adopted and used by a manufacturer or merchant to identify his goods. 

2. Copyrights: are similar to patents in establishing ownership and a protection for creative endeavor, but they pertain intellectual property. A copy right is distinct from patents and trade marks in that intellectual property protected for the life of the originator plus 50 years. A copyright extends protection to authors, composers, and artists and it relates the form of expression rather than the subject matter. Visual materials under copyright protection are photographs, paintings, sculptures, poems, articles, stories, books, music, sound recordings, motion pictures, audiovisual works, periodicals, computer punch cards, microfilms. 
Service

There are many types of service, ranging from local beauty salons to international consulting groups. Some rely on individual skills of entrepreneurs and grow only to the extent that owners can work longer hours or individually become more productive.
Type of Service Firms

A. Professional Service: relates to enterprises based on personal skills and knowledge of individuals with well-defined credentials recognized by professional associations. Most are silenced to practice by state or national government bodies.  E.g. physicians, attorneys, certified public accountants, and architects. 
B. Personal Service: includes enterprise that performs specific individual service and relies on individual skill, and many may have credentials but these requirements are substantially different from professional service. E.g. soft ware engineers, tailors, barber, travel counselor, and management consultants.
C. Merchandising: this category covers hundreds of individual services described by their line of business.  E.g. retail stores, restaurants, video rental shops, 
D. Distributive service: is concerned with moving products through various marketing channels or linking manufacturers with merchandisers. E.g. Wholesalers, contract warehouse, export-import agents, transport firms, mail or express companies.

E. Information service: is concerned with processing information, disseminating knowledge, and facilitating transactions. E.g. private schools, banks, newspapers, research labs, medias, counseling centers, clinics, and travel agencies. 
	Activities

1. There is debate among some scholars about population is resource or costs?  Explain this from the Ethiopian realities and product concept

2. Briefly explain different product development stages.

3. If the bed room of a given hotel not sold after ready for sale, we can say it is perished. Discuss the state of perish ability in relation to the bed.
4. Read the materials/ask people about the patent and copyright protection periods in Ethiopia?
5. Identify the difference between professional and personal service?
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