	

	


	Product Management

What is “product management”?

The product management concept was developed in the early 1930’s by the Procter & Gamble Company to improve its effectiveness in managing a growing list of products. Today this method of management is used by most of the major companies in the U.S. 

In the classic functional organization, responsibility for business success tends to be diffused. At the working level, functional organizations focus on the delivery of their own functional programs and activities. There is usually no one at the working level to assume responsibility for the business success of each product. This responsibility then, by necessity, rolls up to senior management. The problem with this approach is that it is extremely difficult for senior managers to stay close enough to day-to-day operations to provide any meaningful guidance at the working level. 

Product management is essentially “pushing responsibility down” for the management of individual products and product lines. Product management is usually established when senior management realizes that they can’t do this job alone. The product management approach taps the talent and know-how of others in the organization for managing the production and delivery of distinct products and services. It fixes responsibility for achieving business results on those lower in the organization. Further, by managing each product or service as a separate business, a company subjects itself to the healthy discipline of looking at revenues and costs on a product-by-product basis. This helps to insure that company resources are being allocated in accordance with the potential for a positive return on investment. 

Why is product management effective? 

Product management is effective because each product gets single-minded management attention. The product manager is available full-time to: 1) get the facts on the business and analyze those facts to find out what they mean, 2) monitor business results and take corrective action where needed to achieve the business objectives, and 3) provide leadership and guidance to the employees engaged in producing and delivering the product. 

It is also beneficial to the company to clearly assign responsibility for market results to the product manager. This provides a powerful incentive for the product manager to utilize all of his/her talents and abilities to do the best possible job. 

Finally, it is easier for senior managers to guide and control the business because they know whom to turn to when there is a problem with a given product, or when they see a potential opportunity that is not being pursued. 

	What is a “product manager”? 

It has been said that a good product manager is, in essence, the “president of his or her own small company. Ultimately, the product manager is responsible for the business results of his or her product. However, s/he must go to senior management, through appropriate channels, to secure agreement to strategies, plans, and programs. A good product manager will keep management up to date on the major issues confronting his/her product, how the product is doing in the marketplace, and on where it stands relative to meeting corporate business objectives. 

What are the key roles and responsibilities of a product manager? 

· Responsibility for results, including volume and margin, are assigned to the product manager. All parts of the company recognize that s/he is the responsible person for that product or service. 
  

· The product manager knows more about the product than anyone else in the company. Management looks to him/her for answers about the product. 
  

· S/he is totally involved in all aspects of managing the product; including market analysis, budgeting, product development, pricing, forecasting, volume and margin, establishing market objectives, and developing strategies and plans. 
  

· S/he develops data sources and reports that enable him/her to stay on top of business operations and to monitor results on an objective basis. 
  

· S/he has the ability to take major proposals regarding the product to senior management for approval. S/he is also effective in securing the necessary support from other departments. 
  

· S/he develops an annual business plan that includes a forecast of volume, costs, and margin. S/he proposes marketing plans and strategies to achieve these objectives. The focus of all plans and strategies is to satisfy the consumer of the product or service. 
  

· The product manager gives high priority to training and developing the skills of his or her people. 



	What is the role senior management? 

Senior managers are responsible for selecting individuals with the talents and competencies needed to be effective product managers and for providing the support, training, and guidance necessary for the product managers to be successful. 

The overall thrust of the organization is from the bottom up – not the top down. Individual employees are expected to take the initiative in running their areas of the business. Senior management makes decisions on proposals and establishes policies and guidelines for operation. 

	How does a product management approach affect organization structure? 

· Product managers typically report to a “product line” or “product group” manager. 
The product line or group is comprised of products/services that are related or similar in nature. 
  

· Product line/group managers report to a “business unit manager.” 
The business unit is comprised of product lines/groups that are related or similar in nature. 
  

· The business unit managers report to a VP. 
  

· Functional groups that support multiple business units remain intact. 

What could go wrong with a product management approach? 

Senior managers select product managers who do not possess the requisite talents and competencies necessary for success. 

Company culture does not support the level of empowerment needed for product managers and their employees to be successful. 

The role of the product manager is not well understood throughout the company and therefore not adequately supported. 

The training and support provided to product managers is insufficient. 

Product managers try to act autonomously or without regard to company guidelines or business objectives. 

Project managers focus more on managing “projects” than “products.”  S/he is preoccupied with meeting project deadlines rather than focusing on planning and business results. 
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