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BLOCK -1: BASICS OF MARKETING

Welcome to this Marketing World. In this Block we are focusing on the
management of exchange proces's between an organisation and its customers. We -
know that the organisations offer products or services to the customers who need
them. The marketing process thus matches a company_’é offer with the qtistamer’s'

need.

The course on Marketing Management starts with this block entitled  Basics
of Markctm g This block has 6 units. The first Unit introduces the basic concepts |
of marketmg, approaches 1o study marketing, marketing functions and then goes

on to describe the varlous tasks of marketing. management.: The Unit - 2 of this

block discusses the role of marketmg in different sectors. While Unit - 3 at-
tempts to establish the importance of marken@ enwronment and mcludes abrief
note on international marketing, Unit - ighlights on service marketmg and its
characteristics. Unit - 5 covers m: g planning, its importance and sieps in-

volved in marketing plannmg The last unit i. e. , Unit-6 discusses the varlous types |

of marketmg organizations.






UNIT — 1 : INTRODUCTION TO MARKETING

Aims and Objectives i

" The aim of thls Unit, is to explain the concept of marketing, various. approaches to study -
the marketlng and relatlonshlp between marketlng and selling.

After studymg this Unit, you should be able to:

- ¢ understand the concept of mark‘eting;

. e:iplain the growing importance of marketing,
e discuss the relationship between exchange and marketlng,
¢ learn the different approaches o understand the concept of marketmg, |
¢ distinguish between selling and rnarketl ng; and |
e trace the evolution of marketmg concept '

Structure

H]

1.0 Introduction
1.1 Meaning of Marketi.ng . )
1.2 Evﬁlution of Marketing - \>
1.3 Approaches to Study Markeﬁng ' Q
1.4 Marketing Goals ' Q?‘
1.5 | Marketing Functions : %

1.6 The Marketing Mix

1.7 External Environment of Marketing

1.8 ' Marketing Process

1.9 Tasks of Marketing Management

II A0 Marketingina Globali_sed Economy

1.11  Summary

1.12 . Self Assessment Questions

.13  Reference Books

1.14 Key.- Words

1.0 INTRODUCTION

Welcome to the Wonderland of Marketing. It is an excitihg and rewarding journey that
we begin to know more about marketing, a dynamic field of Management. *ft forms a part of
everyone’s life, affecting every facet of human life in many ways. When you switch on your
Television.you-see umpteen number of advertisements promoting products and services in
bewildering variety. When you come out of your home and see on the road, a series of wall
posters, cut-outs and pamphlets make you mad. When you open a newspaper in the moring
you see a number of advertisements. When you visit a super market, lots of variety of




: : : | :
products with information displayed on shelves are ready to confuse you wlhat to buy and what
not to buy. Producers of these products and services try to influence yc:u in many ways in
favour of their goods and services. What are all these about? Undoubtedly this is a part of

marketing. :

In commo'n parlance, marketing is selling and advertising. But it is not just that. Itis

-much more than this. : S

In this unit let us make an attempt to understand what marketing is all about and why is it
s0 important to all of' us? We will also explore how marketing affects the quality of human life

and in turn economic development of a nation. _ '

1.1 MEANING OF MARKETING ' |

Marketing is an exchange process performed by organisations and individuals with a wish
to fulfil their needs. What do they exchange? They may be goods, services or ideas. Marketing

is complete only when the following conditions are met: |
o
* Exchange of Goods and Services takes place onty when there are two or more
: . - . . - . : | .
orgamisations or individuals. : !

. . . . |
* There must be a need for exchange Ex: student nceds a text book and seller needs

money. Students pay for their books and seller gets money. ,

«  Each of the parties should involve ':E‘ebhange voluntarily. ,
. . |

¢ Exchange has to be mutually be al to both the parties, i.e., selllers and buyers..

. | . .
¢ Communication between t@?ﬁes is a prerequisite. Consumer imust know about the
product and seller also muS¥’communicate to the consumers abbut the products and

features of the product. : : !
Marketing occurs at any point of time when an individual or an organisation exchanges
something of economic value with other individuals or organisations, Hence, marketing can
“be broadly described as the activities that facilifate exchanges in order to satisfy human needs
and wants. In other words, marketing is a set of activities relating to design, price, promotion

and distribution of products which satisfy human needs and wanis. - |
Activity - I S _ o
What is marketing? . - . , .

1.2 EVOLUTION OF MARKETING
By now you are aware what marketing is ali about. It is an exchange of goods, services
ideas between buyers and sellers in order to satisfy human wants ::mc!I needs in the mutual
interest. [t is difficult to identify the origin of marketing concept. .Markeling has been existing
since ages. _ ' l

Let us know about the stages in the evolution of marketing, '




1. Barter Stage

" Exchange of commodities. for commodities is barter. During Stone Age cxchange rates
were determined on the basis of labor embodied in accomplishing a job. It is difficult to kill a’
deer than a pig. Hence, flesh of a deer is more expensive than-a pig. An individual can not

. produce all the goods and services that he/she wants. Hencé one needs to depend on others for

something or the other. Mechanisation led to excess production over and above the needs,
called 5urpluses and exchanges became inevitable.

2. Monétary Econonty Stage '.

~ Barter System has inherent disadvantages. Assume that a barber nceds a pot. Pot maker

- wants milk as an exchange for his pots. Pot maker has no intension to avail barber’s service as

an exchange for pot and in turn milkman has intension to exchange a pot for milk. Hence no

- exchange takes place. The problem is precisely double coincidence of wants, meaning a

person who is willing to ‘offer to the other what he wants as an exchange for what he has.
Similarly, the next problem is, how many pots are equal to one unit of milk? [ndivisibility of
products, storage of products are some of the difficulties in barter causing inconveniences in
exchange and gave birth to a convenient commodity which’ has general acceptance called
‘money’ paving the way for growth of monetarised economy. This simplified the exchange .
process and barter was replaced with money —a convenient commodity. Money facilitated the

production, exchange and distribution process but marketing did not chang,e much as the

emphasis was on pricing of products during this stage. :

3. Industrial Revolution Stage ' | O

Due to advent of new technologies ]eadl% dusmal revolution preduclion process has
undergone ‘a dramatic change. There is a Cledr shift from subsistence economy to surplus

. economy. In subsistence econonty people used to produce for their self-consumption. Due to-

technological revolution production has grown leaps and bounds creating surpluses. What do
we do with this surplus production which is over and above our consumption? We need to self
at a price. To do.this you need to identify markets where there is démand for the products that
you produce. Hence, discoverin g markets became an important issue. Due to new technology,
mass. production, and economies of large-scale pr'oductidn prices of products decreased
considerably. Mass production also-empowered working commumty with greater purchasing
power, creating a buying class charged with purchasing power.” This led to an ‘advent of
variety of new products competing with each other causing fierce competmon in the market for

an increased market share

4. Competitio_n

The emergence of marketing Laissez-faire economies have empowsrcd market forees o
operate unabated.. Producers gainad freedom 1o produce anything that they want, due to ires
entry and exit into market and the role played by Govt. is very limitad. This conducive
environment encouraged producers to produce a variety of goods and scrvices and consuiners

.. are also encouraged to choose from the bewildering variety of goods resulting in mass

production. Due to fierce competition in the market to sell the products, producers had to
idemify new markets for disposing their huge surpluses. Owing to availability of varicty of
close substitutes in the market, consumers started choosing the best products with reasonabie
price. In the light of competition producers had to concentrate on consumers and not on jusi
one time sale but to attract the customer repeatedly. Repeated buying was considered as an
indication of success of salcs. Growing population on the one hand with changing
compositidn of population on the other, shares of children, adulis and elderly people arz




 altered. Between 1961 and 2001 share of children drastically decrease.d and that of older
people has grown considerably altering the composition of population, This can be strictly
attributable to medical advancements. It may be very appropriate to_mentlo_n here that
Hyderabad is emerging as Health Capital with the presence of mushrooming corporate
Hospitals in recent times. Rising disposable incomes empowered consumers. On the other
hand companies have to struggle to please. consumer to sell” their ljroducts making the
consumer a real king. To make a customer happy, pre sales and post |sales_serv.lce_ gained
- ground. "This assumes more importance in the light of growing cost of icreating -a customer,
All of us know, to create a customer companies have to spend a lot of money in identifying
right customers and right markets, promoting the products through marketing communications

such as advertising, sales promotion etc. In some cases cost of productign does not constitute -

even 50% of the price of the product. All this necessitated a conscious, effort on the part of
firms o create valued products which will be preferred to those ofcompeﬁtors This challenge

made mar keting process a dvnamlc and exciting and more rewardlng :

. |
Activity - 11 R . :

I]ow did Industrial Revolution create competition and in turn the grrowth of ! marketmg‘?
Explain.. . o | :

13 . APPROACHES TO STUD,)@IARKETING |

it is difficult o understand the q&ﬁeus and ph:losophy of marketlhg It is lmperatwe to

understand threc maj or constitue’% ket namely customers, organisation and society. All
‘the three forces play their roles ¥n marketing efforts.  Quite often Ithey have conflicting
interests.  What weight should be given to each of the three constituents is the fundamental’
question. Marketing is understood by different organisations differently. Their perceptions of

marketing distincily differ.  This can be understood through the folliOWing approaches to -

markcting: : : '_ _ |

I} Exchange Concept | !

2)  Production AT | v _ ' !

3)  Product Concept _ _ ' |

4)  Selling Concept - |

35 Marketing Concept _ !

6)  Societal Marketing Concept. : B
et us understand each of these approaches in detail. !
i. Exchange concept B ; !
According to some cxpens'marketing ts merely a process of ¢xchange of goods and
services between buyers and seliers in‘the mutual interest in order to satisﬁ/ needs and wants.

Mgjor focus is on exchiange, distribution and pncmg of products, Most Economists advocate -
this phllosophy - . |



- A CHitical analysis of exchange concept assumes that:

a)* There is no'déarth of goods and services. s o

b), Q{)nsﬁincfs are 'wi]ling't'o'buy' all that thé,-pfdducers are pro_dl_lcing indicating perfect
.natch between customer needs and products.

¢) “Demand perfectly matches with supply.

| d) i_'_'E,S"c]'Iers invariably meet the buyers’ expectations.

. Exchangc Concept does not focus on core marketing activity i.e., directing customer’s
~ choice towards a given produet. [t merely focuses on the consequence of marketing effort
rather than the process or activity which leads to exchange. '

‘2. Production concept

According to this phi]osopﬁy of marketing, production is the core of marketing, Firms
- should concentrate on production and distribution aspects. Firms must concentrate on efficient
“"methods of production through appropriate technelogy that ensures higher productivity and in
turn lower costs. Due to uninterrupted supply of goods at affordable prices due to economics
of scale, demand is automatic. This philosophy is built on the foundation of supply side
- economics which advocates that demand is automatic as supply creates its own demarid, a .-
“theory propounded by John Baptist Say popularty known as JB Say’s Law.

This approach also assumes that o - \)

a) Demand always exists hence firms should :?Qntrate on more production.
b) Buyers buy what producers produce. Q” | '
1 ¢)  Low priced goads attract more demand.

d) Producers always meet consumer expectations.

‘However in real life all thess are far from reality. If consumers are going to buy all that
producers produce there is no need for marketing, only production and distribution
departments are enough for the company. Low priced goods do not always attract demand.
For instance despite rock bottom prices of Black & White Televisions and Radios, demand for
these products is not that encouraging, rather declining. Despite fow prices and sufficient
supplies most agricultural products do not sell in the market. On the other hund highiy yriced
cars like Mercedes Benz despite its premium price is most sought after car. Can anvhady think
of bargain for KOHINOOR Diamond price? Hence it is clear that mere production and jov:
prices do not attract customers. The production is not the core of marketing. 1T eongorie,

willing to buy all that producers produce, why many companies fail to create ihie botson,
profit? '

3. Product concept - . v

ualily cand additional bstures of

Product Concept foctises on enhuneing  produc:

Corroducis, A A€ bave 2 WD G L st on larpe seals
: i affordabic prices moondd utirnaie ob & of an

M5 agaiost this, product concert emishasizos on achieving pros auo s

reaiing greater value chain by otferiig additional product teatures
o of products aad innovation.  This approach presuines tlwi consumers
always prefer superior quality products with greater performance and additional features.

CONMITHING 113




Thetefore firms should direct all its efforts in creating customer valucL through continuous
product improvements. ' : o :

A critical examination of this approach reveals that superior praduct always ensures
market and in 1..rin profitability of the company. It may be noted that mar[y products which are
highly sophisticated and technologically very advanced products with variety of features did
not attract atention of the consumers and such products did not gain respect in the market. For
linstance Ball point Pens with multiple refills did not succeed for longer period despite its
additional features. Vacuum cleaners with its too many features such-as painting, dry cleaning -
features did not interest the customer much. Quite often consumers like simplicity of products.
Too many additional teatures dilute the focus on core nced and add complexity. i

It is said that continuous product innovations and add-ons simply cpnfuse the consumer.”

- Inthe process we do not understand the very purpose, why a consumer needs to*buy a product,
ignoring consmsir’s core need for which they prefer, Unnecessary hype'and unwanted trivial
product benelits, lead to consumers” frustration.  Most companies don’t focus on the core of
the product. For i:stance. recall our earlier example of Ball Poirt Pen. Nlost companies focus
on appeal/attrac:iveness of the product, additional features and creating|innate needs such as
rubberized cushion, quality of cap ete. at the cost of good quality refill which is corc of the
product satisfying the customer need.  This phenomenon is known as Marketing Myopia, a
“Pioncering work of Professor, Theodore Levitt published in E-larvatj.d Business Review,
explained how firms excessively concentrate and shsessed with product lgnoring the customer
with a colored perception of marketing. One néeds to understand the dylimm_ics of market and
how it undergoes dramatic change over a time. According to him success depends on the
ability of the firms to understand the ¢ ds of the customers and fulfilling their needs
effectively rather than over emphasizi peripheral benefits and innatle needs failing which:

companies crumble. Q” . ‘

4. Selling Concept K

Technology became core of production leading to increased pr&duction and in turn
surpluses. Most companies started leveraging technclogy to enhance profitability. Due to
communication revolution and liberalised environment of business, ?cccssing technology
became easier for most companies irrespective of its size. Every compapy nad to concentrate
on volume of production in order to reap the advantage of large-scale production through
lower costs and high productivity causing over production. Volume ganje became the core of
suceess of Business causing increased competition. As the surpluses became common more so
due to mechanized process of production and automation, productiqn uncertainties were
reduced to minimum. This led to change in the focus of entreprenetrs fﬂom production to sale
of the product.” Duc to fierce competition, Buyers started gaining ;f:-ovJ/er and sellers power
started weakening leading to the emergence of buyers market. Consumers started choosing.
products due 1o availability of alternatives which are not just su.!bstftutes out very close
substitutes causing the seliers markets ¢rumble. ]

Bales concept advocales that the consumers do not purchase any specific product on their

_ owi due to aliernatives available. Hence it is the responsibility of rredincers some-how to push.

| the products into market by convincing customers through publigity, discounts, sales

: promaotion and. heavy dose of advertising. Problem is further aceentuated due to imperfect
marketing intelligence, as most consumers are not aware of the products land their uses.

It is clear from the above discussion that even sales concepts also do not atiempt to
understand thie consumers’ needs. As they have already-produced pr_odujt’s, some how they try
g to push product into. the hands of consumers for exchange of money as quickly as possible

| | |
]

Ll



without considering the need for consumer and value accrual and safisfactiori that the
consumer derives by consuniing it. This also leads to marketing myopia as producers always
think that it is possible to sell what they possess fo every customer somehow. ;

* 5. Marketing Concept

Marketing is different from that of selling. A detailed discussion on the distinction
between marketing and - selling will continue in due course. Marketing starts with
identification of needs and -wants both present and future needs, explicit and innate nceds.
Innate needs are those which arise in order to satisfy the core néed. For example pen is a must
io satisfy the core need of writing. Cap hook or rubberized cushion for better grip is an
innate need associated with core need. Marketing is essentially consumers’ need satisfying
process. - In this process major focus is on consumer. The very approach keeps the consumer
at core of the business and all business activities revolve around consumer —the real king. Itis
imperative to discuss about marketing process to understand marketing concept better.

Marketing Process constitutes the following:

) Identification of Need and Want:In order to understand the crux of marketing, one
needs to answer the questions like what consumers need — core need as well as associated
needs, direct as well as innate needs - present needs and future needs, one time " recurring
needs etc. Once we are clear aboul the need, we need to decide how daes the consumer satisfy
the needs. What are consumer wants? Need is a core but want mirrors the alterngtive products
“and what actually consumer wants. For instance business giddents need to read b ness daily
but waniing to read Economic Times newspaper. A Vidual needs water o satisfy his
thirst but he wants Kinley. Hence water is a need gs for Kinley-Mineral watzr is a want.
Need reflects on necessity but want reflects on %? Producers are expected to satisfy wants
through better choices for the consumer. A from identification of nceds, it may be
necessary 1o create an arousal of need and stimulate further as consumers are unaware of theit
needs sometimes. I one identifies the consumer needs correctly, half the battle is won. Fon
éxample-every oné needs entertainment. TV fulfils it but TV owners do not ask ier remote tc
begin with but the producer created the need for remote Subsequently all consumers invariably
~kept asking for such facility. Can you now imagine.a TV without a remote?

b) Designing products and services: As products and services satisfy the consumer needs
one need to pursue how consumer wishes to-satisfy needs. 1f there is a perfeci minizh between
perceptions of consumers and producers, it leads to products and services that best fit into the
exact needs of the consumer and succeed in the market. Any mismatch leads to failure of -
products in satisfying the needs. It is said that the producers must step into the shoes of
consumer and think how he wants to satisfy the needs and on that basis designing of the
products should take place. Products and services designed must fit into the needs, not only in
terms of their utilities but also the other aspects such as. Affordability, Availability,
- Aftractiveness and Acceptability, viz. 4 As. : ’ '

¢} Post Production activities: Marketing process is complete only when the product is
successfully sold. Right diagnosis of consumer needs and carefully desi gned products may not
always receive respect from consumers. Post sale comfort through close monitoring of
markets by service department and promoting continuous custorner Support ensures better
market and in turn profitability. Post purchase discomfort felt by consumer is known as
'Cognitive Dissonance’ which keeps company’s réputation at .stake. This can be arrested
~ through better Customer Relationship Management practices. Marketing Researchers. will®
ensure identifying such prublems and design appropriate solutions. Continuous customer
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~ they are actually realised. The later reflects on the effi iciency in terms

~and whether it will prospm‘

suppori, ensuring availability of spare patts, rcmacement of products wnhout Aasking any
questions, cffective and easy service avand'* P.ty also form part of market[Tg
d) Consumer Ofiestation: Marketing always focuses on customer osientation,.., It is the
consumers’ needs. and wants that guide the core of business and host of je]atcd activities and
busingsses. Business entities emerge to fulfil these needs effectively and efficigntly. The
former reflects on the gaps between what are the consumers expectations and to what extent
Tof input-and output
relationships focussing on at what cost these needs can be fulfilled. It is lappropriate to bring
Peter. F. Drulker’s views on the role of consumer. “The purpose of any business is to create a
customer. [t is the customer who determines what a business is. It is a customer and he alone,
who, though being willing 1o pay for a good or service convert econpmic resources into
wealth, things into goods. What business think it produces is not of first importance.—
especially not to the future of business and to its success. What the cdstomer thinks he is
buying — what considers value, is decisive, it dctermmes what a busmess is, what it produces

e) Marketing — An integrated management function: Though each jepar’[ment such ‘as
production, inventory, warehousing, R&D, Finance, quality, MIS etc. seds its activities most
important and tries to optimise their resources, all the departments must work together to
provide customer satisfaction by fulfilling his needs most efficiently to' create profit. Any
company’s survival and success essentially requires a profit. All Departments must dismantle
all fences and stop creating water t:ght com]@ments between dcpartmentf

Customer satisfaction is the core @ry department’s ultimate go#l Concerted efTorts
and coordination across department must to achieve success. Fig 1.1 depicts how each of
the department is integrated wm&dcpmments fo ensure customer satisfaction, in 1urn
profitability of the orgamsatlon |

Marketing revolves around 3 components consumers, producers and chiety.

i) Consumers: Consumers reap the maximum benefit. Marketing concept empowers
vonsumers as the core business activities revolve around customer. As producers compete in
fierce competition in satisfying customer needs in the best way, consumers cnjoy greater

Holce of products at prices that customers can afford, Integrated managcjnent and functional

au..twntles refocus their planning on customer interests consciously Ie%idmg to consumer
s wermgnly




i) Producers: Producing orgamsatlons conscmus[y channelise aII thelr resources and efforts
into most productive channels where there is a greater demand. This leads to optimuin
utilisation of company’s eftorts avoiding unnecessary wastage. As customer need is the basis
for product / service designs, it is likely that the mismatch between what customer expects and
what company’s preduce will be very minimal. Marketing smoothens selling process. As the -

" focus is on customer satisfaction, the concentrated effort of the company will be rightly used.

" Companies need not produce products blindly and exert pains in. pushing the products
somehow by thrusting upon the customer. ‘Hence companies w1]l be paid profits through
every genume effort of producing what consumers want. '

iii) Soclety Producers indirectly shoulder greater responsibility by producing what customer
~ wants. Channeling productive resources of the company into right process of production leads
to optimum use of resources. This can avoid wastage of resources by producing most wanted
products. Customers and producers work in great harmony in the mutual interest. It is
“understood that both the parties are rational as the former is to maximise his benefits by paying
- minimum price and the later by producing maximum output with a minimum cost and satisfy
- customer needs to realise company’s objective of profit. (Please see figure 1.2)

' Firm's efforts

gl
Profit and .

- Figure' 1.2 |
Organisations with Marketing approach

Having understood the Marketing Concept now it is appropn ate to dlSCUSS the distinction
between Selling and Marketing in detail:

Distinction between Selling and Marketing

Selling~ - ' Marketing

*1.  Selling presumes that there isa © Marketing presumes that the goods and
buyer for every thmg that we ™ services that can satisfy consumer wl“

produce. only sell in market

11 .




2. Problem here is how to dispose
surpluses which are not sold

[

Focus is on exchange process.

4. Marketing mix is designed on the

basis of sellers’ convenience.

3. Producers concentrate on some-
how pushing the products into
market, :

6.  Aims at short rus benefits

7. All Depts. function in isolation

8. Selling is the end of business
activity o

9.  Selling depends on tricks and.
tactics of sellers :

0. Product is the core ofbusines%?

v

according to the needs of ¢onsumers
and their tastes. Supply always matches
with demand., ‘

Focus is on satisfying neeﬁis of the
Consumer. :

No surpluses because we iro.gluce

Marketing mix is determined on the
basis of consumers® convenience.

Producers focus on needs and
wants of consumers, their likes and
dislikes. :

Long term benefits throug% .

- relationship building,

AAll Depts:, Work with cooperation

leading to intcgrated actions.

Marketing leads to sale. Marketing
includes post sale activities too,
such as customer support.

-\ Depends on scientific analysis-and

understanding of market requirements
through continuous market research.

Consumer is the core of buzl(iness.

6. Societal marketing and social responsibility

Having discussed the impaortance of ‘marketing, it is appropriate to know about societal
marketing. It is an idea that the organisations concentrate on marketing activities such as
identification of needs and wants and interests ‘of target markets and delrver products and

services that satisfy customer needs to promote and improve social wellbeing,

All activities of marketing must get wel| with social objectives. There will not be any sort
of conflict between social welfare and marketing activities. This concept gainied ground in the
recent years owing to Laissez-faire economies- where private business entrepreneurs are free 1o
use natural resources at their will without much of consideration for people, more so in

~developing countries, Marketing mostly operates in determination of price. Companies -

always try lo maximise production and reduce costs at any cost on economic grounds rather by
ignoring social considerations due to free entry and exit, People are free to $tart any business
of their chaice in free market economies resulting in most profitable businesses though they
are socially harmful. For example, tobacco based products like cigarettes, gutka & timber
business etc., may be very lucrative and producers may supply these products at most

cconomical prices but are detrimental to society. In bringing down the cpsts to serve the

customer at very low price, they may ignore environmental concerns causing pollution. It is
said that all marketing activities must promote social welfare is the essence of societal
marketing. A new concept like Green Marketing, i.e., marketing of eco friendly products is-an
example of societal marketing, Ethical advertising, upholding the dignity [of women while
showing them in advertising etc. forms part of societal marketing, '




It is appropriate to make a mention of social respons:blhty and business ethlcs at.this
juncture, All marketmg activities must be ethical.

Activity - 11

i}  What brand of soap do you use every day? Why? Dcscnbe brleﬂy your relauonshlp with
your recent purchase '

....................................................................................................................
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.................................................................................................................
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....................................................................................................................
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1.4 MARKETING GOALS

Marketmg effort must resu]t in measurable benefits. First of all we must understand what
ts it that we would like to achieve through marketing? Is it merely profit? Answer is certainly

not. Profit is one of the goals of markefing, If it js merely profit, why do non profit-

'organisations and voluntary - organisations, NGQs, Yke Churches, Tirumala Tirupati
Devasthanam, Family Planning Departments of oyt etc., indulge in marketing? The
ultimate objective of marketing is satisfying. ers by »reating value that the consumer
clearly perceives. Satisfying customers fo&tary benefits like profit or non monctary
" benefit such as welfare. Secondly, marketin uses more on volume game, selling more and
more, more than their competitors. Capturing market share at the cost of competitors is also
an important goal so as to maximise profit and long term sustainability in the business.
Identification and segmentation of customers to serve the better target groups to enhance the
customer value, is yet another goal.

To sum up marketing aims as:

1. maximization of profit and minimization of costs.
2. 16 render a useful service. -

3. 1o ensure optimum use of -organisaﬁonal resources.
4

to perform all the marketing activities such as product -plan and desngn, price,
promotion and distribution effi iciently. '

5. to act as mediator between the company and consumer by carrying the products/ideas
to consumers.and carry back feedback for further desi gn and redesign of products.

6. to build customer relationship, in turn loyalty towards its brands to ensure long term
customer loyalty, . : : ;

7. constant]y scanning markets and dlsoovenng potentlal markets through efficient
marketing and sales teams,

13
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Activity -1V

‘What is the job of marketers‘? Is it to ensure more profit or better market share? Expiain your
answer in brief. : o

1.5 MARKETHNG FUNCTIONS

Marketing functlons deal with what are the activities that marketing is cxpected to
perform. It focuses on the constituents of marketing activities. The concept of functional
approach to marketing makes it more clear. Core activities of marketmg inciude:

1. Identification of customer nceds designing products and selling them. This is possible
through close monitoring of markets, customer preferf-nces most:,gr through Market
Rcsearch dnd scientific analysis of markets.

2. Production process is complete only when sale occurs but marketing does not end
there. It also includes outbound activities (post sale activities) such as customer
support, relationship marketing, etc. Retammg customers, building brands, promoting

~ brand loyalty etc. are also mzlrlmt]n(ci> jvities. ' '

Marketing functions also inclu ?ﬁ"(hose post production activities|such as package,
storage, transport, finance, deliver, recisely, all the activities that smoothens the process
of handing over the product from producer to consumer by creating vaiue and customer

" satisfaction at every level. Functional approach to Marketing is advocated by Weld, Shaw and
- Cherington. :

1.6 THE MARKETING MIX | | e

By now you must have understood that the very purpose of marketing is to fulfil the needs
of consumers in an acceptable way in consonance with organizational goals. Needs differ from
consumer to consumer. To satisfy divergent needs of consumers, varleqr of products and
services are a.must. Mere creation of products can not automatically selllthemselves. They
must be with in the reach: of consumers both in terms of economic reach and geographical
reach. The former reflects on the affordability and the later on physical lavailability to the
consumer at the desired time and place. Hence marketing must ensure physical distribution and
affordable price o the consumers. Due to imperfect knowledge about markets with regard to
the product quality, prices and availability of product, consumers may not be able to access the
product. Those market imperfections necessitate marketing commumcarrons and in turn
promotion of product in the light of emerging competitive products. In the process of winning
customers the firm has to concentrate all its efforts to manage four important elements of
marketing namely Product, Price, Promotion and Place.

James Culliton, the American Marketing expert used the expression “Marketing Mix” for
the first time. He is of the opinion that every marketing manager is a mix of ingredients.
Sabsequently Neil.H.Borden popularised the concept of marketing mix. Later it was Jerome
Mc Carthy who described four marketing elements as Product, Price, Prdmotion and Place
(Distribution) starting first. letter with alphabet P coining the expression of four Ps of

“marketing. 1.et us see cach of the elements in detail: : ‘




Product

After identifying the exact need of _thé .conéunﬁer, one need to desi'gn the product which

' exactly matches with customer need. Product is an entity which satisfies the need. In a narrow
sense, product is a set of attributes composed in a recognizable form and identified usually
with a unique name {or generic name) for example, pens, entertainment, shoes, health care etc.,
Product attributes such as brand name, trade mark, post & pre-sales service etc., are not
included in the narrow définition. Hence product is not just a set of physical attributes. It is
much more than that. Produet is both Tangible and Intangible. Product is a cormplex mix of
core basic constituents of product, associated needs, brand name, package, label put together,
known as product personality which determine the product. It can be better explained with the

. help of a diagram. See Fig. 1.3 '

- Figure 1.3
Characteristics of Products

> Price -

~ With regard to price, a firm has to concentratg on price refated variables such as pricing .

_.policy of the firm, margins, discounts and rebates, payment and credit terms, delivery terms,
~ insurance etc. Firm has to be very clear about the determination of price. As we all know, the
-. core of business is profit which in turn is determined by revenues and costs. Revenues in turn
. depend on two crucial variables, viz., price and quantity of sale (demand). Fixing a very low
~ price may not cover the costs causing losses. Very high price may not attract customers due to

competition in the market. Price has to be mutually acceptable to both buyer an_\d sellers. Hence
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" price is also an important variable in the marketing mix. Price i3 not mérely the cost of

- production. Profit is also embodied in it. Apart from profit it also includes insurance, service
warranty, transportation, packaging, storage, promotional costs etc. Price IES influenced by
various host of factors such as technology, level of production, company's. objectives,
competitors, market environment ete. Price is viewed as a powerful weapon in the hands of the
company to manipulate market. ' : ' o

| E
Usually place is always referred as place of availabitity of products to the customer. But it
‘is not just that. It refers to the channel through which desired product reaches from producer to
“consumer and it includes all those activities that are essential in passing gn the product o
consumer. It deals with channels of distribution, intermediaries, channel dgsign, location of
outlets, dealer - principal relationships and associated benefits such as dealer margins ete. It
also includes transportation, ware -housing inventory, physical distribution, order processing, .
recovery management etc. Transportation of products/services from one place to the other
creates place utility. Movement of products/services from abundant areas to scarce arcas
enhances the value of products, For instance, fransporting sand from river Sitf to ¢construction
site enhances value. Migration of sofiware professionals from AP to USA creates place uiility
. as their services are paid higher rewards in USA than in India. Storage avoids spoilage and can
create time utility. Ex: storing milk or vegetables in refrigerator enhanﬂ'es thé utility by
enhancing the shelf life. ' -

Place or Distributidn .

As the firm can’t undertake all these aci

. : {tics on its own it has o deﬁend O someone
who has expertise in it. That is why man

MSport companies and warehouses emerged 10
support the firms. Firms also can't efficiefphyOrganize these act. vities because its core business
is something different. Hence outsg these inbound and outbound logjstics will give an
opportunity to the firm to concentradghon its core business and efficiently oAganize rest. of the
activities through outsoucing. For example most Business Processes Ou}sourcing (BPOs)
Companisz: concentrate on their core business and leave ancillary activities'such as transport
and.canteen facilities to outsiders on sub contract who can efficiently deliver the service and it
is proved to be more economical too. Municipal Corporation of Hyderabad @ssigned the road
clearing and cleaning activities, on subcontract to private organizations is a live example.

Choosing channel partner is another- example. Channel partners also p‘lay a vital role in

realizing organization goals, Dealer margins also form part of price which in turn affect sales. .

Hence right channel and right channel partners ensure success of the org_aniz{ation.-

Promoticn _ R .

Promotion plays a vital role in marketing. It includes all those activities that lead to

* arousal of consumer need and stimulates the consumer to buy a product. Promotion constitutes
4 important elements described as promotional mix. (a) Personal Selling (F) Advertising (c)
Sales Promotion and (d) Publicity. ' S '

It is important to understand each of these in brief. Personal selling reiLers t_o_' face to face
- selling. Salesman directly sells the product to the customet. The sal esmanship and the abilities
of the sales force are crucial in selling successfully. ‘ '

"Advertising is telling and selling. It is described as a paid form‘ of non personal
presentation and promotion of ideas or products of services by an identified sponsor.
Advertising through different ‘media such as Print and Electronic will help in greater coverage.
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_ Sales promotion refers to all those activities which_sﬁpplcmeﬁt advertising and personal
seiling through displays, demonstraticns, free offers, exhibitions, trade-fairs, etc., mostly to

?

stimulate quick sales and realize short term objectives of sales promation.

Publicity is the fourth major tool in promotion and it refers to uﬁpaid form of

. communication by an identified sponsor. Advertising, sales promotion and personal selling are
under the control of organization but publicity is not under its control. Publicity can be either
positive or negative. Positive publicity helps the Organisation effectively in promoting
products. Negative publicity spoils the image of the company and it is uncontrollable. Ex:

News papers carrying news about companies, Cinema Reviews in news papers. Newspapers,

reporting about pesticide residues in soft drinks created a rough weather in soft drinks market -

is a live example for negative publicity.”

Marketing mix can be better portrayed with the help of a diagram. See figure 1.4,

Fig 1.4
Marketing Mix

Activity -V

State the characteristics of a product.

- 1.7 EXTERNAL ENVIRONMENT OF MARKETING ‘

- Marketing is influenced by both internal environment and external environment. Internal
environment is exclusive to the firm which is mostly controllable. But external environment is
decided by a host of factors such as customers, competition, trade practices, economic, and
socio-politico-cultural - variables. Customer related factors include: number of customers,
buying behavior, market size, purchasing power, life styles, etc which influence the market.




Competition variables include level of competition in the market, nature of ~products,
‘ availability of substitutes, price wars, segmentation, spread of competitors etc. | o

Trade variables relate to existing trade practices, types of intermediaries anld their interests
etc. Environmental variables describe level of Technology, (Govemment policy; social
environment, cultural environment, iegal environment. | e

1.8 MARKETING PROCESS | |
. ' _ |
Interaction between internal and external environment is the marketing process. Internal
environment is decided by marketing mix variables and external cnvironmenp; is decided by
customers, competition, trade and socio - cconomic - political environment. |

See Fig. 1.5.

Fig. 1.5 O
MARKETING PROCESS |

1.9 TASKS OF MARKETING MANAGER

_ |

~ Marketing manager is essentially a decision maker through maneuvering the 4 Ps. In what
proportions each of marketing mix element has to be assembled is the crucial job of the :
Marketing Manager. What is ideal combination of 4 Ps? There is no single answer to the
question. Ideal mix or Optimum Mix differs from company to company. It af,so differs from
time to time depending upon the changes in external environmental variables. As external -
environment changes, internal environment also undergoes a change. To-adapt to changes in-
external environment, internal mix also undergoes change. Competitors consﬁz’anﬂy influence .
the market through price variations, sales promotion techniques, technology adoptions, new =
product designs and developments etc., which will have a bearing on the COrr|1_petitors and in
18 ' '
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turn on their mix strategies. There is no optimum mix which suits forevet, No single. time

solution is there to the problem. What is optimuni .mix, today may not be optimum tomorrow
due to changes in external environment, Hence Marketi ng managet has to be on the toes all the
time to go well with change. Due 1o dynamism of the markets, such as changes in population
its composition, customer preferences, their purchasing capacities, life styles, fashions, habits,
political will, legal environment, culture, tradé practices etc. Markets constantly undergo
change causing marketing strategies. Howevér in the light of frequent changes in business

~ environment long term business strategies will not work and short term policies need to be

- substitutes to the indigenous products. Due to competition a wide variety of products are -

formulated to manage crises.

Activity - VI

How would you use the marketing mix (4 Ps) in promoting a new course on fashion designing
to be launched by# University like Dr.BRAQU? ' -

..................................................................................................................

T

1.10 MARKETING IN A GLOBALIS_ED ECONOMY

Globalisation - Lessening Importance of 4 Ps

.Produc't_ B S \>

Recent changes in the Economy under t '%ﬁ’het of Liberalization, Privatization and
Globalization Popularly known as LPG, M. g Environment has shown dramatic change.

MNCs are entering into developing nations with vide variety of products which are very close

emerging with negligible product differences which consumers are not able to perceive the
difference. Due to low product differentiation most people tend to treat those products as more
or tess homogenous.and emerge as commodities, killing the power of product. Hence product
as a marketing mix variable becomes less impotent. It is clear that as many close substitutes
emerge the differences in products become so negligible that consumers don’t perceive the

- difference clearly, particularly due to poor Socio-Economic profile of the customer.

Price

As products are very close substitutes with negligible product ﬂiﬂ'é:_"entiation or no
differentiation, consumers tend to treat them as commodities and don't wish to pay differential

- prices. Even if price differentials exist, they are very negligible and can't drive a' customer

‘towards a particular product decision. Hence prices are more or less same.. So price can't be a

major variable in marketing mix, killing the power of price.

' Promotion

As there is not much of differentiation in product and price, there is nothing much that
one can promote, advertise about products. As most products are same in terms of quality and
price, promotional measures don’t make customers choice towards a given product. It is not
possible to allocate huge investments on advertisements. Digitalization makes this promotion
cheaper through marketing with wider coverage: Hence this facility is accessible to every one.
Hence, manufacturers don’t spend money on advertisement causing the death of promotion.
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Even if one advertises heavily and tries to attract customers from competitors, it is going to be

-a futile exercise as customers don't see any uniqueness of products. They perceive them as
: [ q . Y

more or less commoditics. Hence promotion becomes a dormant variable.
Place or Distributinn

Due to availability of a large nuinber of substitutes spread to every nock and corner of

distribution channels make them loose their identity. This is further supported by the presence . '

of large MNC players concentrating even on smaller niche markets. Penetrating into rural
markets will dilute the power of p]ace.

The fierce competition, presence of MNCs, digitalization and more homogenous products

-~ make the 4 Ps less lmportant Marketing mix is rnostly Supported by CRM.

.11 SUMMARY

Management.

Marketmg isa dynamlc and challengmg fi eld of management Itisa process of exchange

- of goods and services between individuals and organisations to satisfy human needs and wants.

Marketing evolution started with barter followed by monetary economy stage, industrial
economy to competition stage. Marketing is a different thing for different people. For some it
is a mere exchange, for some others it is Production, Product, belhng, Marketing, Societal
Benefit etc. There are different approaches 4o study marketing. Marketers use 4Ps_viz.
Product, Price, Promotion and Place as powerful tools to manipulate markets to achieve the
ultimate goal of marketing, to eamn pro ugh market share. In the light of Globahsatlon_
the 4Ps become dormant variables @f&d by quality variables like Customer Relationship

1.12 SELF ASSESSMENT QUESTIONS

1. Short Answer Questions
I, Define Marketing. _
Explain the concept of ‘Marketmg w1th suitable examples.
Describe different stages in Evolution of Marketing?

2

3
4. What do you mean by Marketiﬁg Process?

5. What is societal marketing-arid social responsibility?
6

State the marketing functions.

IL Long Answer (Juestions

1. What are the different approdches to Marketmg‘? Which approach do you consider as
" the best and why?

2. Discuss in detail the differences between Selling and Marketmg

3. Critically analyse the tools of Marketing? If you are a Marketmg Manager of a’
Pharmaceutical Company, how would you go.about with marketing mix? [lustrate .
your answers with suitable examples :

4. What are the marketing goals? Explain.
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The role of marketmg in economic development is emphaslzed from the followmg
dimensions.

1. Balanced Regional Development

The concept of balanced growth ensu@Qat all sectors of the economy should grow
simultaneously through heavy investme ?produce a very wide variety of products.” Invest-
ment activities will increase in ali muré?omplementary sectors in different phases of growth.
‘Marketing activities would stimulate alanced development of all sectors. ' '

Every developing economy is likely to encounter the problems of imbalances in respect of .
economic development. The people living in different regions will have different levels of in-
cofme and standard of living due to haphazard industrial development and mdrketm;:, activities.

2. Standard of qulg

Standard of living depends on consumption and expenditure. A good marketing séctor
ensures improvement in standards of living. The most important cause for low standard of living
is the inadequate development of marketing. This arises due to lack of proper adjustment, sates
promotion and distribution network. So the root cause for low standard of living can be attrib-
uted to the poor marketing development. It is the role of marketing to raisc living: standards of
 the people in the count:y through expanded production and distribution.

3. Employment Potential

The marketing sector has capacity of generating many employment opportunities. The
marketing sector and varicty of its functions like advertising, selling, distribution etc., are labour
intensive which provides employment to variety of professionals So an investment n service
_sector is likely to provide more employment in short run and long run: The role of marketing is

a very important factor for under-developed country like India where millions of people are'
unems yed and under-employed. '

The marketing sector solves the problem of variety of unemployment problems such as

~cyclical unemoloyment teehmcal unemployment seasonal unemployment and educated
_unemployment

4, Contrlbutlon to National Income
Marketmg activities belong to the category of service sector. The marl(elmg sector has

been contributing a large share to national income in recent years. Only with the industriatisation
ofthe  country 1he share of service sector has gone up in national income. The proportion of the




6. Maximum Use of Resotirces

The basic principle 'of economic development is maximuri use of resources and
minimum wastage. The guiding principle in economic development is sustained use in the case
of renewable resources and multi-purpose use of resources. This can be achieved by
producing and marketing a variety of products required.by the consumers. It is always

advisable 1o explore and. exploit wider marketing territories in the interest of economic
development. :

7. Resource Allocation

Mobilisation of resources is the starting point in the process of economic development.
The marketing role in mobilisation of resources alone is not sufficient but should be allocated
into activities that are productive and profitable.

Then only the balanced regional development and equal distribution of wealth and
income enhance the pace of econdmic development. It is here that marketing plays an
important role. Qevelépin g economies suffer due to lack of raw material and improper distribu-
tion of resources. Consequently, production capacity in those industries or areas remains nnder-
utilised resulting high cost of production. A scientific marketing management would help aug-
- mentation and allocation of scarce resources rationally and help in balanced economic develop-
ment. '

8. Foreign Exchange Earning ' o \)

Foreign trade has a vital role to play in econo 'Qvelopment of any country. This has
assumed enormous tmportance and significance i dern days because of giobalisation, re-
moval of restrictions on international marketin ore interdependence of economies. Glo-

bal marketing assumes greater importance because it maximizes rea] mcome Poreign trade
enables developing countries exploit their own resources.

The GATT . the UNCTAD, the ECM, the CC_A, the WTO, and other foreign trade agree- -

- ments are designed for economic development of various countries. The international market-
ing improves foreign ekxchange reserves and balance of payment. -

9. Capital Formation

The role of marketing in economic development can be examined from the angle of
capital formatlon Marketing -will contribute to increase the rate of capital formation.
~According fo Nurkse: "Capital formation is the diversion of a part of society’s currently available
resources to the purpose of increasing the stock of capital goods so as to make possible an
expansion of consumable output in the future™. It is the accumulation of capital which is the
crux of the probtem of economic development and no economy can grow without having pro-
duced means of capital. The problem in under—developed countrles is the lack of capital invest-
ment in services marketing., :

An expanding cconorriy cannot afford to save and invest a large proportion of its output.

When income increases, people are in a position to save and invest a large proportlon of their net .

income. This gives fillip to further expansion of the economy.
lO..Economic Equality

The primary problem of under-developed countries is inequalify in income. It is
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* glaring among the different countries.

13. Development of Backward Areas

here that masketing sector comes to play a crucml role in removmg mequallty The revenue
coming to the exchequer would be available for économic development, concentration of eco-,

‘nomic power and wealth would be reduced considerably and a climate for economic equality i is
created. The economic resources are expected to be utilised in such a way not detn mental to.

the general interest and prejudicial to the public interest.

TR Mohalisation and Utilisation

The natural resources of an economy can be fully utilised. The de\JeIopmg economies

* are rich in nataral resources like minerals. The role of marketing would be that these resources

would be fully tapped. The marketing activities would help in proper utilisation due to
aocessrblllty, availability of technical knowledge and plenty of cap1tal ‘ :

Yet another ro]e of marketing in economic deve]opment is to give a great fillip to

resource mobilisation part:eularly resources fer production of goods for mass consumption. In
the mattérs of resource mobilisation the role of marketing is claimed as a tTemendous success

as the increase in resource mobilisation is due to large scale industrialisation.

Resource mobilisation, however remains a sphere in whleh muoh is rr:qun‘ed to be done

. by marketmg sector.

12. International Economiic Equilibﬁum _ | X ‘

Different countries of the world are ¢
there are differences in'the levels of econefiy

wed with dlfferent natural ources and hence -
evelopment of various cou:[trles. Inequality is -

ove international economic inequality, marketing
sector has been selected as one of ti&awérkable solutions whereby the balance of payments of
the nations should be brought in uilibrium and wide disparities and deficiencies can-be
avoided. This can be brought about by adapting a liberal international 1arketing, pelicy.
Liberatlisation of trade policies, removal of restrictions and boundaries would improve the inter-
nationa] economlcmeqalltles -

-Another role of marketing can be the deliberate development of backward areas and
under-developed areas. This objective is implicit in an industrialized economy. It may appear as

- a.primary or secondary objective or as a by-product of other objectives. Il;rmany developed
countries it appears as one of the basic objectives of industrial development. Di

istribution mecha- -
nism attempts towards development of backward areas. Hence; to develop backward areas
and to ensure economic inequality, it lS essential to consider and adapt marketing as one of the
tools of economic development. o

14. Formulating Product-Mix .

Like allocation of national resources is an important as well as diffi cuthaste of formula-
tion and reshuffling of product mixes in different sectors of economy. After task touches upon
the decisions regarding the kind of 'Product Mix' a specific economic activity Lnust be offered to
the nation. For instance Automoble Industry has an opttees of producing ve%ncles for commer-
cial and non~commercna] purposes : S

1_5.' Solvmg consumptlon pmblems of productlon ' ‘

“This is may be the problem related to production activities and econﬂmy which is con-



oerned to unsalablllty of product owm g pnmanly to consumer re51stanee to accept product and

.....

ofstook under’ utlllzatlon of productlon capacnty, retum of:nvestment deelainned and conse- .

quently leads to unemployment lower living standards, when these problems dl’l ses and result in
whole economy in the reverse gear.

- The role of Marketing in development of economy, shows the functions play in this pro-

cess. Therefore, what is needed to increase the country's economy towards development and- '

' at the same tlme produee a valid Marketlng System.

A__ct1v1ty - III

Do you think that the marketing sector is essential for economic development? Discuss.

2.4 MARKETING IN INDIA

In India marketing today has become exciting and challenging to marketers. Marketing
activities first started with self-sufficiency to satisfy their @ts for food, clothing and shelter.
The.system of simple barter evolvéd where peopl ered goods which they do not
produce themselves. Marketing activities were eon@d only as a peripheral because of
subsistence economies. The introduction of morfe¥~hdustrial revolution etc., have brought
along--.with them theacctivities'of production, dist{bltion, specialisation ete.

The modern marketing activity was started only at the end of 2{)th century.

Marketm g of agricultural produce has become primary activity and the subject of marketing of

agricultural produced has been introduced in colleges and universities. After-T940s
marketing experts emerged and developed a body of marketing thought. Attention has been
devoted to the study of consumer behaviour. Advertisin g agents began to rebuild the d1selplme
in what that came close to the modern concept of marketing.

People benefited much from a great surge in demand for consumer goods. Rapid
mdustriallsanon , expangion of production capabilities and increase in competition took place. As
aresult India became the cradle of marketing thinking. All these developments encouraged the
modern marketing in its modern fashion. Efforts were also diverted on extensive use of market
research to know the needs and wants of the ciistomers. By 1970s the emphasis on marketing
further substantiated with quantitative research and arrival of professionals.

Matketing thus received as a common activity as a service sector and became
-an important function of management. ' Later the dawn of strategic concept has brought a

revolutionary change in the history of marketing thought. Marketers in India began to”

shift emphasis from old concept of product and production to external environment.
Knowing about the demands of the customers is not top important but knowing the strategies
of the competitors and designing counter strategies have received priority.

The limitations of traditional marketing techniques have been well recognised,

. changes are witnessed in application concept of marketing. Marketers in India became more '
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responsive to new social demands and realities. Marketers have been incrcLsingly recognised’
‘as a key changc agent to improve the quality of life, standard of product and customer satisfac-
tion. For instance, one can observe at the current trends of transformation of the changmg
markets; one can lock at the many new changes confronting the marketers. '

In the area of social responsibility, ethical values, Government of India has enacted a
number of legislations touching the marketing front. The marketing managlrs are nececssartly
adapting rules and provisions of various Acts. New laws are intended to be at the forefront of
social transformation. The problems have become ever more complex for the marketers when
they are confronting with many special provisions like the customer protection Act, MRTP Act,
ete. o . ‘ '

India is a land characterised by multi-cultural, multi-religious and mu}tl -lingual features
and the marketers are facing the problem of multi-cultural and cross culture communication
environment with differing multi- legal systems. Other problems associated with marketing are -
intellectual property rights, objectionable advertisements, trade marks, pater{t laws etc. In addi-
tion the fast marketing is characterised by fast changes in tastes and habitsjand new expecta-
tions of customers. Every marketer today in India has become sensitive ani dynamic. The
modern marketin g management professionals are implementing new gospels to meet the com-
petlhon and to survive. ‘ :

Thc amval of mformat:on tcchnology has transformed the marketm 1 process resulting
it restructuring of strategies and the ways of dping business. Telemarketing, teleshopping, e-
commerce, EDI etc,, have affected thi\ghtire marketing strategy\framewcrk and
relationship between customers an keters requires a new look. The internal
organisation and customer relati %ﬁ managemeni are demanding re-engincering
the process of the whole 'mark&truaur_& Never before has it I.}e_en so easy for
customers world wide to establish ¥ direct contact with the marketers. Never before has it

- become possible to establish contacts with the customers to negotiate and settie so qunck]y and
accurately as today.

Marketers are just cnterlng the new era in terms of application of nevJ technology. The -
e-marketing today helps the ﬁrms to gather, track, cross reference and ‘dlssemmatlon of
information, :

It is predicted that internet based marketing has been increasing many fold.  Indian
marketers are speeding up the process of adoption of new technological innovations in market-
ing which has direct bearing on efficiency, effectiveness, profitability, compeﬂltwcncss and cost '
effectiveness ofmarkctm;, activities. Ii is opening new horizons in markctm% field.

2.5 RELEVANCE OF MARKETING IN DIFFERENT SECTORS
' |

Every economy has dlffcrcnt sectors like agrlculture industry c‘t}: Accordingly,

- their marketing structures, channels of distribution, marketing organisations are also -

different. Hence, it is a relevant to study the marketing systems of all sectors. We are aware

that we have mentioned earlier that the consumer goods marketing, mdustr]al‘gcods marketing
and services marketing are all equally necessary to bring about economic derelopment

We will now discuss how all these sectors will bring about a change in socio-economic
de‘\ elopment We discuss the structures and rclcvance of markctmg to different scctors We

32




will now mtroduee you to come to the |mp0rtant issues of marketing which the developmg;
Lountrles are facing and how these need to be altended to

| 251 AGRICULTURAL MARKETING '
Structure of Agricﬁltural Marketing

There are many types by which the fa.rmer may dispose of hlS produce The markets are
cla551ﬁed as follows : :

1. Money Lender - cum-Trader

This is the oldest methed and very common in rural markets. The farrﬁers will sell away
their surplus produce to the village money lenders. They act as money lenders as well as
traders who buy from the farmers. '

2. Primary Wholesale Markets

The first and the most common method to sell away his surplus produce is to primary
wholesale markets. To this market large quantities of goods will come from villages. These
markets are organised periodically either once in a week or twice a week.

3. Secondary Wholesale Market

These markets are called mandis covering a e area of about 20- kilometers.
Secondary wholesale markets are generally located @he districts, urban headquarters, near
railway stations. ‘'The business in these marketsQ;%ﬁal ly between wholesaler and retailers. -

4, Terminal Market RS @ _

Under this system the agricultural prodﬁcts are finally sold to consumers or to processors
for further processing or shifted to shipment area for export. :

5. Fairs

Itis eommon to hotd fa1 ts on religious occasions.at pll grim centres, periodical Iy Inthese
_ fairs, buffaloes sheep, goats horses and other animals are sold '

Features of Agricultaral Marketmg

The followin gare the basic characteristic features of agricultural marketing :

1. The ag'ricultural produce 13 bulky for_ its value.
2, High cost of stora.ge, wareheusing, tfansport, etc.
3. .Agricultural production is Seasoﬁal in character.

4. The demand for these goods by the consumers is. :spread 'over the entire year.

5. The market system has to adjust-ltself to balance suitably the seasonal outflow of the
produce from the farm to the consumer markets.

6.  The individual marketable surplus is very small.
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: | o
7. Thecollection of the produce is a complicated process, particularly bs the consumers ate
' generally concentrated in urban areas. ' |

- 8. - The farm produce suffers loss and determination in quality during Sibragé and transp’éft.

9. The marketing is more difficult in respect of certain produces like ted, coffee, rubber anid
cinchona whose production is highly centralised but consumption is !»videﬁSpread.
. |

2.5.2 CO-OPERATIVE MARKETING I
The word marketing is used differently for different purposes. Agrigultural marketing
is a process of functions involved in the preparation and movement of agricultural produce to
the final consuming market. Co-operative agricultural marketing means undertaking of agricul-
tural produce by the co-operative sector according to the principles of co-opération and philoso-
phy. | : |
An agricultural country like India, derives much income from agricultural produce wherein
the significance of co-operative marketing is paramount. The role of‘agriculkural marketing has
broadened, considerably in modern days. The old concept of marketing inc[hdes_only purchase
and sale of agricultural produce. But actuatly modern marketing involves vaiious other series of
ancillary activities also to make the produet fit to marketing or saleable and tojmobilise the goods
from the farms to the consumers, '
: X : o - |
Marketing of agricultural produce, ho@er, does not mean to procure and scll across the
counters like other consumer goods it actually starts in the field where they are
produced. The mobilisation of pro rom the cultivators involve processing, grading,
standardization, storage, packin %ﬁspor’[ and selling to the ultimate consumers. Th¢
individual and poor farmers may%undertake all these activities because all these activities
involve capital, organisation and trade cycles. - |
- Need for Co-operative Marketing |
' (.
‘Co-operative marketing is another reform advocated to save the cultivators from the
evils of present marketing system. Co-operative form of marketing activitieslis the best way of
improving the marketing interest of the cultivators.

!
- The need for co-operative marketing cannot be averemphasised and its htility arises from
various factors. These factors are, in the first instance, connected with the, defects and mal-

practices in the existing system of agricultural marketing. |

If the ‘producers organise co-operative societies by thcmse!vcs_-thepf can undertake
the activities of preparation, purchase, sale of their produce which may ul{imately promote
their economic interest leading to better production and better business. The Royal.Commis-
sion on Agriculture rightly remarked that ... agriculturist realizes that as a seller of produce

- he must study the art of sale either as an individual or through combination of bther products, it
- Is inevitable that he should come off second best in the contest with the hfghly specialised

knowledge and vastly superior resources of those who purchasc his produce_"l.

_ Co-operative agricultural marketing reduces the price spread between the cultivators and
consumers and thereby ensure reasonable return to the producers and at the same time protect-
ing the intércst of the consumers. - ' O

| - o
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Objectives of Co-operative Marketing

~ However, the Report of the Committee on Co-operative Marketing states the objectives
of the co-operative marketing societies which are as follows : - :

1. To arrange for the sale of agriculttira_] produce 6f the members or purchased by the
societies and for this purpose : ) '

a)  to prepare the produce of marketing by setting grading, pack-ing and repacking;
ol _ ; | b

b) to transport the produce from members' residence, farms or godowns to markets;

2. Toencourage members to grow im.proved and standarised varieties of produce;

3. To accept deposits and to borrow fuﬁds from the co-operative central banks to which it is
' affiliated; o -

4. To advance loans to members on the security of their produce of raw materials.

5. Torentorown godoWns; processing yards and cold storage to facilitate storage, prdccss-

ing and sale of goods; -

6. To process raw materials belonging to the members purchased by the society and
for that purpose to own or hire processing plants and machinery; '

1. To prodlic'e and supply to ‘members, fertilizers @_’ures, seeds, implements etc., and
essential domestic requirements; 0 -

8. To act as agent for the Governments fi Qx:oc_urement of agricultural produce and
supply of requisites of agricultural prod n; ' :

9. To encourage thrift, self-help and co-operation among its members.

'2.5.3 REGULATED MARKETING

Features ' R

The Royal Commission on Agriculture as early as in 1928 recommended the
establishment of regulated markets. The purpose of regulated markets is to remove the
defects, malpractices and evils in the agricultural marketing. Consequently, a number of

provinces or states have passed separate legislations for establishment and administration of

regulated markets. -

~ Under the regulations, regulated markets are administrated by a Market
Committee. The committee consists of representativés of producers, traders, local bodies,
co-operative societies and Government. Thus a Market Committee represents the interest of all
the concerned people.

The system of regulated markets is found very useful in removing the market -

malpractices and the role of middlemen and money lenders. The main object of regulated
market is to facilitate to dispose the farmer's produce at a reasonable price.

'Ad'valltages

~ Farmer member will avail many services from the market such as storage, market infor-

mation, price information, etc. The following are advantages of rcgulated markets
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9.~ Database relating to arrivals of stocks and pric_:es are maintained.

- 2.5.4 INDUSTRIAL MARKETING

2. Reselling goods to other b@ess users like wholesalers and retailers.

Nature of Indusirial Activities

I.  The committee fixes market charges like COMMISSION; unnecessary :Jnd unwanted charges
are removed. -

Under regulatlons market practlces and procedures are regulated (Imd systematrzed
It prevents unauthorized deductions from the price payable to the fy armers
Ensures correct wel ghts and measures as they are penodlcally mspected and verifi ed

- The committee arranges arbltratlon procedures or other legal and d pmocratic means for
the settlements of marketmg activities. '

6. Tm‘ely and reliable market 1nformat10n are made available to the farmers

7. Markets ensure fair price to the products and no threat of cheatlng and other exploitative
' practtces. '

8. Markets facilitate el'assiﬁcation, grading and standalization of produ¢ts.

* Industrial markets are also called as business markets. . They -are |markets meant for
producer goods. Their activities relate to the production of goods required by the manufacturin g

companies. Buying and selhng of goods and services for the followmg__rurposes is called
lndustna! market. : : 5 ' :

I, -Goods used for productng ot @‘bds. ) o

3. Inistitutional buyers hke the departments of the Government, educational 1nst|tutlons hos~

pitals, service orgamsatlons llke bank and insurance and consultancy sefvices.
4. Farmers and agro business orgamsatlons such as food processmg emterprises

5. Mining, fishing, timber concerns. etc., o ' _ |

The word industry refers to that part of business activity primari ly concerned itself  with
the: ' S .

¢ Raising ;
@ Production ; : : ' ‘ .|
* Processing ; S |

s Fabrication.

The industiral products may be used either by the fi nal con sumers or by another ind ustrlal
undertaking for further processmg Or re-processing,

2.6. SUMMERY

In thls unit; we have examined the role of marketlng m ¢conomic development.
The marketing physrography isnota neutral or pass ive agent in economic growth but a catalyst




. which accelerates the pace of development and facilitates the process of economic and social
change. Further it emphasises the relevance of marketmg to different scctors llkc agricul'ture
Jindustrial and service sectors.

El

All the sectors of the economy are equally relevant to overall economic growth at all
stages of economic development. The structure of marketing of agricultural produce is also
: analysed We have descrlbed the structure of marketmg for mdustnal products. '

2.7 SELF ASSESSMENT QUESTIO_NS

- I Short Answer Questions
1. Classify various types of industiral goods. |
2.. What are the advantages of Co-operative Mérke‘ting?
3. Explain the features of industrial mafketing.
4. Define regulated marketing?
II. Long Answer Questions |

1. Explain the concept of economic development and the structure of it.
Discuss the popular parameters to measure economic development?
Des.crrbe various stages of evolution of m

Discuss the role of marketing in econ evelopment

¥ N U VO N

What are the advantages of regul@ arkets? Explam with examp]es
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UNIT-3. M'}{iiKETING ENVIRONMENT

I--.

Alms and Objectwes

[E\J N

After going through this Unit, you should be able to ;

understand the concept of marketmg environment;
explain the importance of Marketing environment,
know the technique and application of SWOT analysis;
explain the forces operating in micro environment;
diSCT_fSS: the factors of macro environmcnt, and

explain the concept and importance of international marketing.

Structure

3.0 Intoduction

3.1 . Meaning of -Marketing Environment

32 Importance of Marketing Environiment

33 Indentifying Opportunmes and Threats in the Méket Place (SWOT Analysns)

34 Types of Marketing Environment g?*

35 .' Micro Environment ' Q" -

36 Macro Environment @ |
- 37 International Marketing - Concept -

3.8 Importance of International Marketing

3.9 Summary "

3.10  Self Assessment Questions

301 Further Readings

312  Key Words

3.0 INTRODUCTION

In this unit you are introduced to the subject of marketing environment. The en vironment
s ~unding the marketer consists of different layers. So an understanding of énvircnmers ;
nceessary. The marketer has to identify the opportunities and threats prevailing in the mark‘
~lace. The technique of SWOT analysis is also proposed to be discussed in detail in its applica-

e~ fo marketing environment.

i-urthermore, the environment is classified into micrc and macro and various factors
working 1n them and their impact on marketing strategy is intended to be covered in this un't.
After understanding these dimensions the unlt also will dlscuss the concept and lmpnr‘tance af

internatinnal marketing.
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'3,1 MEANING OF MARKETING ENVIRONMEN’F

The word environment refers to a condition or circumstances affecting people § Iwes It
may include land, air, water, in which we live. The term environment with reference to market-
ing management implies to the factors and conditions internal tothe organisation and external-to

. the organisation affecting marketing activitics, influencing on profitability. Environmentis an
important system of the marketing structure of cvery business cnterprlse.

[t covers interacting and idter-dependent variables in marketmé operatlons of a

_bu:m1ess enterprise. The internal and cxternal environmental faciqrs are acting as

parameters and eonstraints within which the marketing function is expected to operate.
There arz S0 frctors which are controllable while some others are uncontroflable.

The mazrl\ctmg3 must operate within a framework of envn‘onant composed of
ecenomie, political, social and technological factors surrounding the marketing
structure. External environment factors which are un{.ontrollab]e by a firm also constitute a
part of environment of markctu*g: So every firm has to work out a strategy in the form of
marketing management So external factors cannot be ignored in formulating marketing plan-
ning and strategies. ' : : ' '

There are several inter-related enviro entd] forces which influence the marketing
managemest, a function of business \nan nt. Each firm is operating in an environment

compased of several inter-related grou el)plc working in the business such as competi-
1ors, suppiivis, customers, trade ass 1ons etc. Social and cultural expectations, heritage,
customs, prectices, law and regulafpay ete.. greatly control the nature, the scope and limits and

markeling o, ganisation's rei=tionship v 11! 1in the environment.

A omacketer's p!ans and « perations are mostly Lpendent on the vagaries of external
factors - fenvironment. The controllable externai o+ vironment 1s posing new challenges, which

are net unly dynamic but 350 changing fastl. or instance, & business enterprise may adapt
“emergin:s technological changes like, conrputers and other ir: formation techr: :logy supported

equipmenis. Sometimes external epvi-onment factors are difficult to predict with certainty and
their impect on marketability and protitability. L _ ‘

" The pace of speed and visibility are very fast which are not very familiar to a firm.

Unless a firm is well aware of cxternal environment and its impact on operationis it cannot
adjust suizab:y to the changing conditions. Ifa firm is not dynamic and scap the environment
from time to time, 1t may have to face serious repercussmm in marketing a tmllcs

Congidering the current status of =7 lronment changing components @fenwronment and
their impact on performance, collection of data and information, analysis, correction, and selec-
tion of events are all equally necessaty in formulating a marketing strategy. Every marketer has
to keep in mind the two fundamental factors like capabilities and strategies bf the competitors,
and response and reaction of the competitors to the firm’s plans and strat_efies. '

Many frmq neglect to scan the outside world. They i 1gnore and unconcern the external
socio-econoimic factors. Such firms have passed through turbulent, difficultjand unknown con-
sequences by ignoring the macro enviroarenta: factors. Trends of market, the phases of

business cycle and the changing signals should continuousty be tracked and opportunities should -
be explored. It is the major responSEblhly of the mdrxezmg orgamsatlon alorb o with his team of



- various specialists and with the help of research and devc!opment expertise to (bserw_ 'md
anaiyse the outside environment.

The economic reforms of privatisation, liberatalisation and globalisation have brought
many changes and moved the marketing in a new direction. On the other hand, the information
technology has revolutionized the way of doing marketing in national and international markets.
The dawn of internet, e-commerce, on-line marketing, fnobilt; communication, new media and

-channel of connectivity to the world market have major implications in marketing. Many cus-
tomers, particularly in developed countries, have been doing online marketing.

The successful marketing management function is based on the knowledge of the
society to whom the marketing efforts are directed. So the society is composed of many
components like social, cultural, political, economic and tectinological. An adequate
E knowledge of several social capabiiities includes at least an awareness of their impact, an

appreciation of how they usually influence marketing decisions and an understaudmg of the

dlrectlon in which these decisions are 1mpiemented

3.2 IMPORTANCE OF MARKETING ENVIRONMENT

The objective of every business enterprise is to uniderstand internal, external and  gen-

eral factors influencing marketing performance. The field of marketing enviroument empha-

sizes how external environment of business and internal factors of environment of business
~ would considerably influence the marketing operation, NpJerstanding external environpmeny is
very essential, but never a simple task. {:} 3

- Their operations are motivated and gui@their own considerations and characteris-

tics. They may behave in one way today and aWother way tomorrow. They do not have close .

touch with the organisation and not concerned about the profitability of the company.
It is the responsibility of every marketing manager to scan outside environment.

- The importance of analysing environment can be emphasized from the following dimen-
sions.

B _%tud), ing environmental forces provide clues for deve]opmg new produicts, new featuses,.

* price strategy, channel decisions, etc

2. Scanning environment offers a series of new opportunities to explore.
3. Gives scopc"to know the threats and weaknesses to encounter.
4, Timely steps and actions can be taken up to counteract or qmckly respond to the

compct:tor s plan and strategies. _ o

5. Knowledge of external envlronment enables to have a glimpse of trend scnkmg and '
opportunity %eekmg

6. A marketing manager is an enwronmentahst dﬂd has to move always accordin;; to weather
condluom to take timely decisions.

7. Environmental analysis reminds the social responsibility of the buemesq itisa Subject of
social conirol, as it exerts and Influences on our lifestyles. ;

8 U'aderslandmg environment is necessary since the marketer is responsible toa \e&(y great
extent for our quality and standard of]wmg .

-,
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Knowing external environment enables to pnderstanding.in advaneethe |

taking place in the enwronment whleh have 51gn1f'eant bearlng on the m
tions. - e A :
10.  Strategic decision makmg W]!! not be effectlve if env1r0nmental
Co contmuousl) carried on. o _
11.. Justcollection of data and mformatlon is not sufﬁment but they should b
. selected strateglcal ly to use for strategic decisions. Sl
12.  Envi-onment seannmg even facilitates and fosters strateglc thinking and q
- the orgamsatlon creates new ideas, and understandmg the current livi
o wnthln which a firm aperates. :
13.  Helps to formulate effectlve broad strategies Iong term pohcnes and. plar
14, Knowlédge of marketing environment assists the marketing manager &
plans, adapt ¢ourse of action to deal with any factor of externp
~ technological, ecological and political.
15, To forestall and analyse compctltors strategles and plan of action and
fective reactive measures.- '
" 16.". Finally scanning the enwronment reduces the impact of -soeial' and ect

locaily, regionally, nationally and internationally and i improves a compaf

stabtllty, competitiveness and efficiency.

 Activity -1

T

What do you understand by environme@ﬁ reference to marketing? Discuss
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3.3 IDENTIFYING OPPORTUNITIES AND THREA

MARKET PLACE (SWOT ANALYSIS)

TS IN THE

" The acronym SWOT as popnlarly used stands for : |

S- Strenghts .
W Weaknesses

O - Opportunities
T- Threats

Every environment has the above four elements. The application of the
marketing and analysis of SWOT has a very dynamic role to play in‘strategie g
A look at the strafegic marketing management process would enable us to
nature of realities and the impact of external and.internal factors in more cleay
firm's strengths, weaknesses, opportumnes and threats are analysed, it is called
cof marketi ng operations. :

In this analys_is_ the marketing manager's responsibility is to identify :

~ & main opportunities and threats.

technique to the -
ecision making.
understand the
terms. When a
SWOT analysls




. strengths and weaknesses of the pmduct

An eﬁ‘ectwe marketm g plan strategy, ollcy eannot be fonnulated unless marketm g
manager identifies opportunities and proceeds in the environment in which a firm is operating in
the market. SWOT analysis is an effective tool to identify the strengths and weaknesses of the

product. Further course of action would depend upon the results found out of the appllcatlon of

SWOT analysis.

Marketing environment has composed of ecoriomic, polltlcal social, cultural and
teehnologlcal factors which may offer many profitable opportunities from time to time. These
opportunities cannot be explored unless a company has capabilities to take advantage of the
environment. It means a firm must have strengths to explore the opportumtles being otfered by
the environment. A firm must have strengths to :

. exp__iore opportunities

¢ meet threats

Unless a company appl ies SWOT analysis it cannot proceed to develop specuf ic goal for
a plan penod : .

-Opportunities and Threats (External Environment'Analysis)

The external environment gives opportunities to e 101t and threat to face. The macro _
L and socio-economic forces. Al - o
ence on marketing operations. On the .

environmental constraints include demographic, tech
these factors should be scanned because they have §
other hand, the impact of f opportunities and thr

ment actors such as customers, suppllers etc@

uld not ignore to monitor micro environ-

Example
1. Opportunities

1.” Customers l]kmg of a particular design or brand,

NI N

Dlsmbuhon ehannel and addmonal advertlsmg support _
ngher discount rate motivates the customersto buy. |
- A product which has poor representation in mass market stores and stores glvmg
discount.
3. Government regulatlions'on safety; advertising, consumer protection, etc.

1. Marketing Opportunities

A marketing opportunity is a favourable time, condition, occasion, or set of circumstances .-

creating an opportunity to produce a product which is in need or has demand and performs
‘profitability. It is taking a favourable time to undertake produetlon Itis 1dent1fy1ng, recognition
_ and use of favourable time to undertake marketmg operattons

A marketing manager has to identify the need of the buyer for a product and eprore the

opportunlty to produce a customer needed product and earn profit, Anp opportumty analysis,
.ldentiﬁcatlon of buyer's need and competition are the important elements.

Again Opportumt}es can broadly be classified into the fol]owing_two types. (Philip K.otlef).
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1. Attractiveness of the product.

2. Success probability.

The following figure indicates opportunity matrix.

Opportunities|

: - . 1. Company develops amore powerful light-
Opportunity Matrix ing system. _
Succes Probability 2. Company develops a device for measur-
: ing the encrgy efficiency of any lighting -
' % Hi gh Low '. syétem. |
ﬂ§ i 2 3.  Company develops a device for measur-
B High . ing illumination level. ' -
g _ 4. Company de\«.’elop's a software program
Low 3 4 ' to teach lighting fundamentals to TV stu-
' dio personnel. :

2. Eavironmental Threﬁts '

A threat is an indication or warning o@ture danger of marketing activity. A time or an

occasion regarded as likely to cause &ble, or difficulties to the marketing operations.
In marketing sense it refers to un Table trend which may lead to decline in sales or

~ piofit.

The following figure shows threat matrix (Philip Kotler)

Threats
1.  Competitor develops a superior lighting sys-
. tem : '
Thr?&t Matrix 2. Major prolonged economic depression.
Probability of Occurance 3. Higher costs.
High Low 4, - [:egislation to reduce number of TY studio
% licenses.
8 R .
g High
5
- 3 4
Low.
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Strengths and Wea_knesses (Internal Environment)

Though opportunities are always available to a firm, it must have capacity to

achieve them. It is the responsibility of every marketing manager to identif}' and recognise the
internal strengths and weaknesses. Strengths with reference to internal environment is a

_quality of being strong enough from dnﬁ'erent dlmensnons of functional areas to take challenge of

Opportumtles available,

The element of analysis of weaknesses reveals inadequate or 'lacking of strengths or
power to take challenge of iew opportunities in which a firm can perform profitably. Somet1mes
a firm does not work better because of lack of requn'ed strengths.

"Clearly, the business does not have to correct all the weaknesses nor should it gloat
about all its strengths. The big question is whether the business should limit itself to those
opportunities where it posseses the required strengths or should consider better opportunities
where it might have to acquire or develop certain strengths (Philiip Kotler).

Example : Strength and weaknesses
1. Strengths
a) W;de brand awareness, image, 1mpress10n

b) Efﬁc1ent distribution mechanism like dealers \>
c) Quick after sales service. ' : Q

2. Weakn esses _' @Q:?‘ |
a. Poor quality of the product comparing the eohlpet.iter_‘s nreduct '
'b. Low bud get allocation fer adtfettisilng, and sales promotion.
. l\__l’o__t positionin g the product clearly
- d. High ptice without any additlon.al distinctive quality features.
Strengtl‘ls are analysed from two dinlensions, namely: |
.' i) Major strengths
ii) Minor strengths...
Similarl‘\;f weaknesses
- i) Major weaknesses
i) Miner weaknesses |

Marketing strengths and weaknesses cah be analysecl from various funcnenal Operatlons
llke marketmg, finance, man ufacturing and organisation.

Philip Kotler has identiﬁed and included the following variables in the check list for .

performing strengths/weaknesses analysis under the four t‘unbtional areas.
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Checklist for'Performi_ilg"Sti'éngths'f Wéaknéssés'AnalySis-’Pe'i;forniﬁ:ii":c‘é _

- Major * Minor | Neutral Minor | ' Major
* . Strength  Strength - . Weakngsses - Weak .
L ' ' : - NESSes
Marketing.'
L ’Co'mp.any reputati.ons' - e N - e _ __
2. Market share.”' -- = .-'-"_ S R _ —
3, Customer satisfaction - 3 - B - --
4. Customerretention - - G- _ R | .
S50 __Productduality : B - - o S .
6 . Service qualtiy o -_-. | _ - B SV - '
7. Pricing | - - - - -
~ effectiveness ' '
'8 Distbuion . . - T

. effectiveness - o \> ' _ |
9. Promotion . VO__ : ____ . S L

effectiveness . :
s

10.  Salesforce Y - - = -
effectiveness ' ' '

1.1_. " Innovation - - — T
effectiveness -

12. * Geogaphical - R L - S
Coverage : -

Finance

13. © Costor availability -- . - - ' -
of capital ' s

14, Cash flow o _ S

15. Financial stability - o S

Manufacturing

16, Facilites - - e -

17. .Economiés ofscale = - . . ' - B . -

I8 Capacity o~ e - S

9. Able,dedicated -~ e e oa |

workforce




tofime

21, Technicalmanufactu -~ -~ - -
ring skill '

‘Organisation

22.  Visionary, capable - R S -
leadership

23, Dedicated_ employees - L - - --

24, Entreprencurial - - -- - -
orientation ' '

25. Flexibleor - -- - R - —
responsible

~ Activity - I

What do you understand by SWOT analysis? Expléin_ its components. -

3.4 TYPES OF MARKETING ENVIRONMENT

Based on the degree of intimacy of factors w1th a company, a marketin B! enwmnment is
classified into the followmg two types : :

1. Internal Environment : Factors internal to the or’ganisation._

2. Externak.Environment : Factors external to the organisation.

Marketing Environment

Internal _ - | ' External
- Environment - : - - Environment -
Fig. 3.1

We will discuss each of these types and sub-factors operating in the markef._'_:_- *: '
1.  Internal Eavironment

There are some factors which are purely internal to the organisation but having strong
bearing on marketing decision making. Generally these factors are controllable because they
are within the hands of the company Internal factors focus on activities which are absolutely

ol ks b M
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related to-and controllable totally within the organisation. Such factorsare:.|. . . ;!

o objectiy,"é"s, philosbphy and mission
s professional and non—ﬁrofessional 'marilagemént
« role of informal con*.m.wnicat'ion _ B _ |
e .organisational relationship between top fevel and middle Ievel'. |

» guality of human resources like morale skills, quahty, comm:tment, inftiative,
. decisiveness, leadership, etc.’ : -

. -company'impressmn and image. .
@ the state of technology.
* research and development

‘s strength of marketing orgamsatlon created based on product, geogral: hy,
market, etc. o

s able sales_ force and after sales service.
2. External Environment S \> '

External enwmnment consists of bdgnticro and macro env1ronment It comprised those
factors, systems, competitors whlcl_#cluswely outside the jurisdiction of the company on
which it has no control. The extetfal features generally Wl“ have lmportant and powerful-;
1mpact on the marketing efforts of the orgamsatlon :

The extemal factors put together are called as STEP :

' §- Socm-cultural
T - Technology

E - Economic

P - Poltiical / Legal.
| | Marketing Envirenment

Internal | - o - | Extermal. || =

Firm - Micro Etvirpnn)ent - Maci‘i
‘Suppliers- : - _ - . Enavironment
Consumers . 7 Customers o - ._Demogfaphié__'
Competitors SR o S_u'ppliers ) - _ | E.cénomic' =
‘Market L Competitors | - Cuiltral




Intermediaries -~ - o oS ":-Publ-ics- ¢+ i Technological.

Objectives and mission | o Market lntermedi_aries. P_(.),l_i_ti_(_:_aj_slg____-, cL
. HQman resources o Financiers S -.Sociél- -_ :

Marke.tcapabiiitie's | | . . | o _Global._.

Brand equity o |

Research and development
Infrastructure/assets.

Micro and Macro Eavironment ' . o S
© A company's marketing environment is again classified into the following types :

 Marketing Environment

Micro . B _ Macro
Environment T : Environment

I Micro Eﬁvironment | Q\b |

It refers to smaller part of environment, wh:chq“ ists of  forces or factors close to the com-
pany. The various parts of micro environme include customers suppliers, competltnrs,
publics, market intermediaries etc.

_ 2. Macro Environment

_ Environment concerning larger part of the society is called macro environment. k
relates larger social forces that affects macro environment. It consists of demographlc cul-
tural, economic, political, legal and natural factors. :

35 MICRO -ENVIRONMENT

The micro environment consists of the actors which have thc closq: mtlmacy wnth the

company Such actorsare . . . e

1. Company
2. Customers.
3. Competitors
“ 4. Suppliers .
| 5. Marke‘tin g Intermed iaries

6. ‘Publics -

7. Financiers
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The first level of micro environment-is the:company itself, which %'te?Lrough-fit“SE “narket
organisation operates in the market. A business enterprise is an otganisation with'd group of -
specialists and functions which offers products. The nature and character ofa 'givar}_ﬂag_r_npany._' ,

largely determmes the environment taking place within it. S I )

Some’ of the factors which contrlbute to this overall characteristics.relate to.
various functions in the organisation, their interrelationship, structure, étc. In every organisation
there are several groups operating and while designing a marketmg plan and strategy, marketlng\__
managers have to take into account all the groups. The groups or functional de partments mclude o

top rnanagement, finance, research and deveIOpment stores, advertlsmg, ace ountmg, efc. .

All these groups or functions and their inter- relatlonshlps constitute lntarna!
environment. The executive level or middle level marketing management must'make decml_ons
WIthm the boundanes of policies formulated by top management. '

- Th_us internal _cnvimnment’ of the company is presented in the following figure. =

| . ' .Internal Er_lvirohment

.Marketi.ng
@?K/Ianagem_ent _ |
\ 2 ST T v

Finance - Research and _ Marketing a AcboUntin_g |
Development

Fig.3.2 -

The internal value systems, objectives and mission, management structure and levél
internal pbwer relationship, human resources, image and impression, brand equity, physu:al
agsets, facilities, research and deve]opment etc., constitute internal environment of a company

2. Castomers

- Customers are the very basic group of internal environment. The marketer has to study -
its customer markets closely. It is very sensitiVe and difficult to khow the buying
behaviour which is influenced by various factors. The impact of changmg hab:ts, tastes and life.
styles is very significant in the performance of prof its. {0

The rapid growth of civilization, migratiOn and immigration, urbanisation, -
.mtroductlon of international praducts. have already overtaken and consumers arc. alsa -
preferring to buy them due to comparative price advantage. The company has to study its
customers, markets as well as’ ‘competitors; market closely. : o




~_stability of demand and growth prospects and co

There are five types of consumer markets namely

1.  Consumer Markets : Individuals, households etc who buy goods and’ serwces for

personalconsumptlon o Co ik T A LA

2. Business Markets : Manufacturers and othérs who buy_ goods and serv-i.ee_s for

further processing.

3. Reseller Markets : Those buyers who buy goods and services for the purpose of
reselling for profit. N '

4. Government Markets : Consist of Government agencies, departments who buy goods

and semces to produce public services. - .

S.  Imternational Markets : A market of exports, Under this the buyers in other countnes
mcludmg consumers producers resellers and Government.

Consumers
Consumer Business Reseller Internaitonal Government
‘markets Markets Markets Markets ~ * || Markets
Fig.33

Scanning of various customer groups and their
. successful in marketing efforts. A number of oth

iours is proved in many cases as
ors like proﬁtablllty, dependability,

environmental factors,

In view of globalisation the consumer environment has widened in scope and even
became global. Products of different countries are available in other countries at cheaper rate
and markets have become open and consumers are becomlng more global consumers. In
addition to the above, consumers behaviour is influenced by such other social factors like famlly,
reference group, somal ro]es and statuses.

The oullural social, personal and psychologlcal factors too are equally influencing
in marketlng operations. The llfestyle patterns of the consumer also should be analysed.

3. Competitors

A company's internal marketing environment also includes anlaysis of competitors.
Competitors mean a group of marketers producing substitute products selling to the same target

group of consumers. Every marketer is expected to know about their environment of -

competition, competitors, as to who are primary competitors, strong, weak and _remote
competitors. S -

The envirorment of competitors should be scanned relating to their strategies, objectives,
plans. strengths and weaknesses, and to device a competitive market intelligence systern.
Marketing environmentalists strongly advocate that the companies should not ignore the
compatitors and at the same time to satisfy the needs and requirements of the customers better
than bisgcompetitors do,

jon factors are all considered as internal
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.§2.

- potential competltors

' exhibit visible reactive patterns.

5. Marketmg lntermedlaneq

[

It is not sufficient Just-to meet the needs of the existing target’ customers but to
capture existing customers of the competitors and to extend the areas of operation. In view -
of globalisation and privatiation in India, the competitive environment has been undergoing
a tremendous change. So every marketer has to endeavour to create: pri mary and selectwe
demand for the produce and accordingly to fonnulate strategies.

A competition may again be analysed into as a product form competition, brand compe-

 tition, generic com petition and design conipetition, etc. Itis the responsibility of eveiy market-
_ing manager to consider its own marketing strategy best suitable to the company and supertor

compared to competltors “trategtes

The criterion 1o be adopted is to gain firstly str1teg1c adjustments by positioning their
offerings strongly against competitors offering in the minds of the consumers. The customers
needs are satisfied by any means. The strategy lies in drfferenttatmg the actual competitors and

~ After identifying the group of competitors producing substitute products targetting
same consumers, the company has to scan their characteristics sdparately for each
competitor on strategies, objectives, strengths and weaknesses. In this comnection the tool of
SWOT analysis will help a firm to take a strategic decision.’ Share of market, share of mind and

- share of heart of the consumer are the crucial factors to monitor competitors' strategies.

- Different strategles are reqmred to deal with different competi ors; because their -
strategies are not uniform. For instance, thé¥e are competitors who do not react qu1ckly and
strongly, while some competitors react @/ to certain types of attacks, some others do not

\g
&K

Every company engaged in- manufacturmg a product or rendenng service
may need dlﬁ‘erent types of resources to carry out its production activity. Suppliers
constitute as an important internal group and the company has to monitor their behaviour also.

4. Suppliers

An individual, firm, company or any other body of association doing business of _
supplying materials, machinery, tools, components and other resourdes needed by the

- company (o produce its own goods or services constitute a group of suj pliers. Supplier's: -

marketing behav1our also greatly and seriously influence on buyers marketing management. In-
this environment a marketer has to analyse various issues like supply, availability, shortage,
delay, cost, short term and long term supply, delivery, inventory, economic order quantity, terms
of dehvery dependablhty and stability i inthe supply of material. :

The role of interrhediaries in disiribution cannot be totally ignored. They are persons who.
act as a means between two or more other marketers.. Marketing intermediaries are firms
which participate in the marketmg activities of the company to promote, ;:II and distribute its
goods and serv:ces tothe final buyers Itis also a part of company’s immediate internal environ-

' ment

Marketmg intermediaries are various types that mclude middlemen, f;tgents merchants,

_ 'physmal dlstrlbutlon firms, marketmg service ‘agents and financial mtermedlanes It also




includes advertising agencies, warehouse and transportatlon firms, marketmg rescarch firms, '

medla tirms and consulting firms.

The distribution firms act as middlemen who help the company to find customers or make

sales to them. They include retailors, wholesalers who buy and resell to the consumers in the
market place. .For the purpose of moving the goods and - stocking goods from their point of
origin-to their destinations, physical distribution firms will come into the resource of the com-
pany. Warehouse firms render service of storage and protect goods till they are sent to next
destinatiofi. -

Transportation intermediaries include rail roads, trucking firms, airlines and other large
companies whose main line of business is moving goods from one location to anather

location. Banks, credit companies, insurance companies, etc. will come under the category of

financial intermediaries in the marketing management.

Market analyst, market research firms, advertising agencnes media agencies, consulting
firms are called marketing service agencies.

6. Publics

In recent decade human society has become so complicated and differentiated that a
company is no longer able to survive without depending on various segments of the society. It

" certainly would not be able to live well without using and getting support from all. The internal

‘marketing environment of a company includes vanous@lics also, with which a company has
to interact. 0 :

What is public? A group of similar indi s, an assortment of persons having the same

interest, problems, circumstances and goals. Fygblic is a varied creature. Public comes in many

forms and sizes.

For lnstance media make for a public, and the Government another public. The
. |mp0rtant groups of public are :

- Financial public

~® Media public

. Govemment public
« Citizen action public
* Local public - - |

.# General public

¢ Internai public

* External public

. There has been a misconceived opinion about the scope or field of publics who ase
important component of intcrnal environment. It is here public relations proifession kas entered |
into the field to improve and support marketing management.

—

[
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- What is micro environment ? State its factors. ' ‘

.environment,

' Marketing Publics : ‘

O T e e e

Media Financial | | Jovern- Citizen Local Genelal[ Internal

Public public | | Igbelllt : action public | | public: public
' Pt public . |
Tig. 3.4 |

7. Financiers ' S ‘
They are financial intermediaries who extend financial facilities to the companies. -
They include banks, credit companies, insurance companies and other business houses’

that help financial transactions as well as they have the capability to extend nonjl-financial sup- .
port. _ _ S ' ‘ '

Activity - TTT

.........................................................................

.........................................................................

3.6 MACRO ENVIRONVENT |

The other terms used to represent macro environmerit are general environment-or re-

mote environmest. Macro environment is usually an external envircfnment which .-
includes. factors of micro environment. The factors operating in macro ervironment are
uncontrollable in the sense that the forces are not within the hands of the company and as such .

- outside the jurisdiciion. So a company has just to identity and recognise the macro environment .-

factors and accordingly adjust strategies, plans and actions to perform profits, |

The extent of success o failure of a company would depend to a g'reLit extent upon -
external factors of environment also and to adjust and adapt to the changing uncontrollable .-

There are many actors operating in a large macro environment whir:h_ shapes the
operations and dircetions of the market and pose even threats to the strategies.

The following are the major forces operating in macro environment.

1. Demographic Environment : ‘
2. Economic Environmen: o o . ‘
3. Natura! Environment | |

© 4. Technological Environment | ' - ‘ ’

5. Political Environment




6. Socio-cultural Environment

7. Legat Environment

Macro Environment

L T T S T TN S

Demo- | |Economic : Techno- | | Political Le Socic .|
graphic Natural logical 0 w1 el
fig.3.5

1. Demographic Environment

Demography is the study of statistics refating to births, deaths, diseases, size, density,
location, age structure, sex, race, religion, social class, occupation, family life cycle, income
distribution, woman population etc.,. Demography is a marketing environment factor that the
marketer has to scan. It is the populdtlon who are the consumers who make up the market,
The size and composition of population and their other behaviours and characteristics fic.. their

kl I .
location, cities, nations, age distribution, social, cultural and eiinic <. =727 5 nal
levels, household patterns, settlement and their movement. ali wi'! haw e, ooketing,
activities.

The Indian population is growing at an explosiyeate and similz= = i world trend.

The population growth at an exponential rate is a serfoUs Tssue throughout the world. Tts con-

tinuous growth creates a problem or shortage of; e‘?furces to mainisin the human beings like
food, shelter, clothing, fuel, medicine. an 1Er esscutiais which are limited in their

) avallablllty The resources may get cxhauste er certam time

. The other problems of explosive growth ofpopuldtlon are dcp]euon ofmmerala Eind ofhef

resources, over crowding, pollution, housing problems, and overall deterioration of quality of life _
“of people. The rate of growth of population in under-developed countries is higher compared to

developed countries. On an average growth rate is 2 per cent but in developed countries it is
much less than this. Due to this the Governments could not meet mcreasmg needs.

On the other hand, the death rate remained constant because of health-awareness, im-
proved medicine, life saving drugs etc. All these have a significant impact on marketing. The
population size analysis is essential which has a great impact on demand for product. In one
sense growing population is a favourable indication for marketing activities because it creates
additional demand for the product. The explosive growth of populations fs generally
attractive to marketing to introduce new products.

A population age mix of various age groups al‘;(i'shou]d be analysed: Vhey have powertil
forces shaping the market place. Markets also vary based on uihnic snet iacial an.:kv up. In
some countries population from ditferent countries migeated and sottivd i aiher countrize (4
big cities like cosmopolitan and metropolitan cities. The cifizens of these cousries have differ.
ent consuming behaviours and buying patterns in rcspm?_ of fond
conveyance vchicles.

Selsdhing sheacn Haniims and

The educational qualifications of the consumers shouli! be classified into illitemie:
primary, secondary, upper primary, higher education, gradusics. and pr olessional educations!

£
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developed regions and o work out mariceticy

background. Each group has a separate set i needs and buying habits and |sreférences. So the
educational ba.ckgrounds ofthe ec’msun‘sers have major implications on mar["eting ope_r-ations_.

The househald patterns a]so shou]d be scanned and classn“ed as traqltlonal households
and modern households. Marketers should Jnvarlably consider the epeelal needs and
requirements oftradltlonal as well as m(;dern househ¢ lds vhose size is growing very rapidly in
“recent years, “Geographical shift in jopu]anon within the country, between countries,

- migration from rural to usban and ¢ ttom urban to sub-tirban areas and to cmqs in search.of jobs,

services have cons!derable mpaet in formu]atmg marketing strategy. |
7. Economic Environment - |

Marketing operations equally thrives squarely on economic 'elnvironment also,
which constitute the real market world. The marketers are also affected by shift in economic
factors of purchasing power, real income, nommdl income, savings, prices, consumer credit etc.
A firm's consumers base is no longer restricted to any one economic indicator of income or
price alone. The economic environment has also been affected greatly by powerful effects of
employment, baldnf‘ed regional econontic eevelopment and income distrlbutﬂon

Eve_ry marketer must scan inajor trends in income and wealth distribukion of a particular
region as well as consumers speading pattern, purchasing power and propensity to consume. Irv
subsistence oriented cconomie people do not have much purchasing power, as whatever is
produced either of industrial or agriculture i@eant for subsistence. '

Markeling opportunities are ver @ted in these sconumies because transactions are
based mainiy on barter system. A %ere industies «ce soncentrated have wide market
potentialities for various co:bu nd durable procuzis from middle ciass families. The
affluent societies and sections of people offer wid: marketing scope for ail Sorts of goods and
services. The geographicaf regions can be class:iia! -5 developed, under-&veloped and un-
=5 accordingly. | :

Based on inconiu s:d wealth distrilysiios wis can conveniently be classified as low
income, middle income, very high income coussiners. AfHuent consumsss bhy prestigious and

~ .expensive goods and services, while the riidale ciass and fower income group generally prefer

~

discount stores, cooperative stores and lower quahty preducts |

- The. faetors_ oi marketing significance are empleyment opportunities, increase in

'purchasino power, change in habits and tastes and lifestyles of the consuiners. Economic-. -

. environmentconsisting of savings, debl consumer eredlt etc., should also rgceive equal atten-

tion by the marke;erf ' . |

[n some couatries or i some areas within the country saving habits of the people may
vary w1dely and accordingly the buymg behaviors, Availability of liberal consumer credit for
consumable and domestic goods offer market potentadl to be effectively explored. Similarly,
consumptmn loans at lower rate of interest creates dertand for some products. Indian
consumers have low debt - consumption ratio. In advanced countries eonsunrer eredlt 18 avall— '

~ able liberally at lcm er rate (o lower income borrowers. . . "

Marketers should an’a!y'se the trends and changes in income. |Co‘st' of living,
inflation, savings, intevest rates and Government reguiatlons and mterv| 2nfion etc., have

_ ccmqideralne influsitce on marketmg



The working class consumers, lower income people., da:ly earners' buying

patterns.and spending patterns are directed to food, clothing. shelter -and fi nally a small propos-
tion for saving, A shift in income and in spending pattern:s oﬁncomc brieg 55 a change in market:
mg u*\frronm;,nt

The st_ructurc and composition of economic sectors like primary, secondary,
tertiary, small, medium and large are important indicators to the dircction of marketing
because they indicate.the prospects for different types of products. The impact of
economic policies like industrial policy, wage pol:cy, price policy, foreigh exchange pohcy, mongtory
policy and fiscal policy is very great on marketing. Some policies may create favourable oppor-
tunities for marketing as they create demand-for some new products -and services.

The global economic conditions should not be ignored as an important component of
econemic environment. The economic reforms like glabalisation, privatisation have

brought about a revolutlonary sea change in busmess theory crealmg, a great  potential for

marketing.
3. Natural Envirenment

‘Marketers also equally have to consider and need to be aware of the natural
environment,-in which a firm is operating. Different economic regions have been endowed with
different natural resources. The term natural includes the whole universe and every endowed
resources but not man made. It includes minerals, air, forests, mountains, mines of oil, coal, etc.

eather, climate, topographical loca-
nt etc., which affect marketing activities.

The natura! resoruces endowment may also in
tions, terrestrial things, port facilities, global envir

Thus the gwen natural enwronm? is the ultimate source and supply

of everything, which is the earth. All these natural resources are used by the marketers as
inputs to produce products. Thus_ nature also affect marketing activities to a considerable
extent. Further utilisation of Jocally available resoruces creates opportunity to produce
products and services and as a result marketing activities progress.

Lack of or shortage of natural resoruces would. adversely affect marketing
_operations. Infinite raw material availability generates a continuous economic activities,
Forests and foods are renewable resoruces. Qil, coal, silver and other products of
extractive industries are nonrenewable products. To that extent they limit marketing
activities.

Marketers should analyse seriously the ‘threats and opportunities of natural
environment. For instance, depletion and deterioration of natural environment is a imajor con-
cern of every company today throughout the globe. Air, water, noise pollutions and industrial
waste are major problems in cities, causing various types of health problems. Indusirial wastes,
chemical and gases emission by factories, smoke etc., are injurious to national health.

Companiés producing: these products should consider these problems; ctherwise

their prospects will decline. We are also aware of forming a hole in the ozone layer producing

green house eftects which is caused due to chemicals, as a result of producing heat to the earth.’

Many companies are investing heavy budget in poltution control activities,
emission controls, etc. Marketers should consider all these factors relating to nature in
producing products and making marketable strategy. Marketing activities are affected by the

57




- marketing fonctions. I
_determine and is the fundamental factm&_ onsidered in designing marketing structure.

entreprencurial abilities and professronal skills.

 shortage of natura] resources, populatton control and mcreasmg 1ntervent|ln .of the Govern-

ment in the matters of natural env1ronment s e ‘ L S
Many Governments have enacted pollution control !egtslatlons and 1n1t1ated
regulatory measures to, promote a clean environment. Maintenance of pollution free and
clear environment requires not only huge funds but also pohtlcal will and public awareness. It
has increasingly become a social responsibility.of every company to eontrol pollutlon and main-

- tain clear and natural environmerit.

The indusirial wastes and: pollutions are dangerous causing damage to the '.qualit_)}'_

‘of natural envircnment. Chemical emissions, sounds, disposal of wastes] nuclear wastes,

increasing mercury levels, plastic bottle, packing materlals etc., are all collectively
respon5|ble for deteriorating the quality of environment,

The embtlng natural resources needed to support growing populat on are natural]y;_ _

 limited and may exhaust at any point of time. The shortage of natural resources is due

to exhausting natural endowments. So marketing activities are Invanab y influenced by;
the factors of natural env1ronment So they present: the 1mpulswe potentialities for
marketmg ' :

The natural environment and its behaviour determine t’ne_extent of marketing deci_sio_n":__
and strategy. Therefore, marketing environment determines the direction and scope of
Natural resources endQwment in different environments would”

Marketing mix may also differ between ets because of difference in natpral endowment.

4. Teehnologi'cai' Environment @

- 'The impact of technology in extemal envuronment cannot be lgnored It is one of the__" '

- important determinant of marketing success of an enterprise. The word technology. mcludes

machines, plants, tools, components, hardware, software and knowledge used for__"
manufactunng products. So technology includes not only material thmgs but it includes”

The Global Competitiveness report considered technology as one of

the 8 faetors to

evaluate the global competitiveness of nations. For instance, interniet, e-commerce allowed for

much more extensive and wide market coverage. In a global economy the colnpetlt:veness of':

market is closely linked w1th the extent ofadaptmg new teehnology

Proﬁtablhty eﬁ'lc:enoy and cost effectiveness factors also would depenﬁ on technology

use, Similarly, the rapid growth of 1nformatlon technology supported commn
itke fax, cellular phones, modem, mobile communication syster, pager etc.,

lcatlon devices
emonstrate the

changeb in fast communication, to take advantage of global marketing opportunities. Its ad- -
vancement has tremendously g]obal market whichisa facilitating factor for a global system.

¢

For mstanee adoptlon of new technologies is likely td ease mtroduetl(;i of products m

world market. Early birds reap the benefits of the market, If new technole

is not adapted

giobal competitiveness for market share may decline. The new technologlis have brought
about revolutionary changes in the way of marketing operations. The online marketing or tele-

'ﬂd]"lﬂ.b\ ug are greatly affecting the marketing strategy, customer relationship,

commumcat!on ‘

systeng efc.’ De veloping countries are late in entering in the new era of _lT‘ln terms of its =
applicdionin marketing priceless. ' - ' )




’l‘echnology has thus resulted in introduction of such wonders like super speciality
hospitals, monitoring the conditions of the patients in intensive care unit, monitoring

nuclear reactor, computer aided design, satellite launching, computer controlled robotic
manufacturing process, companies which have not adapted new technologies faced the
probiem of decline in sales.

The trénds in technology should be analysed in relation to the pace of(,hang,e the oppor-

_ tunities for innovation, research and development, Government regulations etc. Many of the

modemn information technology based electronic products were not available a few decades
ago. Many people have not seen micro-computers, cellular phones pagers, fax, video telephony,
internet telephony etc. -

The modern tele-commute facility enables to do office work at home which
resulted not using of own vehicles, reduce pollutions, save of energy and more time to spend

- with family members. All these technological improvements and innovations will have
substantial impact in shaping marketing startegies. The unlimited opportunities

for innovations will introduce new product which have great demand in the market.

Government also have been increasingly participating in regulating unsafe and
products which are dangerous and hazardous to health. Consumer organisations and other

- social institutions are greatly concerned with certain products like food, medicine,

clothing, shelter etc., A marketer cannot launch a new p@lct without the knowledge of tech-
nological changes. Q

5. Political Environment : Q:?‘

- Political environment also plays a cntcal role in marketing success. Even best
thought out plans and design of strategies can go ineffective as a result of uncxpected political -

changes. The political uncertaininities may result in failure to anticipate marketing trends:
Politics may affect marketing activities through their legislation and regulations. The economic
and business policies are formylated by the rullng political party accordmg to their idealogy
and manifesto.

Marketers need to know about the major political events taking place in thc

' cbunt'ry They need to be aware of the political events at the local level, regional level, national

level and international level. The political environment to be scanned includes such factors of

1dent1fy1ng manifestoes of political parties, characteristics and policies of political parties. The-

nature and structure of thé Constitution of India, Government system and Government environ-
ment concerning-economic and business policies should be analysed.

All industrial and economic policy decisions have political implications. The

- principle of socialistic pattern of society has its socio-economic p_hilosophy.

"Marketing'decisions are greatly affected by political developments. But at the same time
-political situations sometimes alsc create new opportunities for marketing. So marketers must
have a good and seasonal working knowledge of politics ina country. The impact of political
environment in marketing is enormous. Itisthe political system prevailingina particular
country that decides, promotes, fosters, direcis and regulates marketing activities.

Analysis of political philosophies is also necessary. The most commonly found political

philosophies are democracy, totalitarian, communism, socialism, military, etc.

[ i by . i . R - b iiali L
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In democratic po]itic&l system there exist the following three types of institutions.

o Leg.ﬁslative : Maxing law and ;ﬁolicy.' -
* Executive : Administration and implementation

e Judlcury lnterpretu faw, settles Jegal dlsputes review and advtce
The preamble to the Indian Constltutlon states that "we the people of ndia havmg sol-

emnly resolved to sensitive ourselves into a Soverelgn, Somallst Secular, Demecratic, Republlc.
and to secure to all cmzens =

6. Socio - Cultural Environment

The society is a system wherein people live together in organised commimities, a social
way of living. It is a particular grouping of humanity with shared customs, law and practices.

- The word Socio refers to society. On the other hand the word culture mdlcates refined under-

standing and appreciation of art, literature, a state of intellectual part of the sogiety, contammg
customs, art, social institutions of a partlcular group or people I

So a cultural env1ronment is made up of several forces, institutions that affect a
society's basic values, perceptions, preference and-behaviour. It is a social e vironment that
shapes people's behaviour, values, customs, practices, etc. . People observe and follow them
tran sferred from one generation to another geg ration.

This environment has its own beh@hur and characteristics that effect marketing "

ignored as it has significant in ce on-marketing activities. The socio-cultural .
set-ups, changes in them should ¥e considered which ha\«_'e conSiderable'im_pact_ on
marketers supplying goods and services. :

strategies and decision making. The? "&?E, socio-cultural environment cannot easily be

In recent years, for instance we observe tremendous changes in socio-cultural

~ vehaviour of the people. The rapid rate of industrialisation, urbanisatiin, civilization, .

increased rate of literacy have resulted in many changes in socio- cultural lifi

system of the -
society. '

._'l‘he life styles, change in habits and tastes, living ways, place of living, patterns of |

" . ‘theirearnin gs and spending, demands should be considered to formulate strategies and plans to
. satisfy their changing needs. Knowledge of socio-economic shifts is jcrucial for the

marketers to win competitors and exploit new marketing opportunltles and threats. The most
basic values of the public decide consumptlon pattern., oo

There-is a clear shift in 'baSIC values, behefs and customs preveiling arhong the new
generation people, who replaced traditional values to some extent, and placing greater
emphasis on sugh goods and semces which meet thelr modern needs.

Accordingly, the markters have to read. just pnorltles and activities of the marketing.

'_ Some of the re-adjustments, prioritisation.which the marketers have to make in response to .
‘socio-cultural change should include refilling, re-cyclable products, plastic package and:

labels, carry bags, electronic goods, 1mpulse buying etc., Living and consumption pattems of .

~ people and babies born in 21st century are qu1te different.

People of every smlety may have some beliefs. A belief is a feeling or opinioh of -




somethmg which istrue or real trust and confidence in them and holds about somethmg It may
be based on knowledge, opmmn or falth A belref may be of two types They are:

1. Core belief, and
2. Secondary belief.

: The core bcl:efs and values have high degree of pemlstence These bellef's are passed
from parents to children while the secondary beliefs are subject and open to change

A marketers strategies are greatly rnﬂuenced by cultural factors also, as they'_

exercise powerful force in decision making. It has a sub-culture which is smaller set of
culture that include nationality, religious, racial groups, geographical regions, etc. So subcul-

tures also make up a market segment, So marketers can de51gn products and _services accord- -

' mgly to suit'different subcultures as opportunities.

A society may have a number of social classes known as social stratification. Tt exists in

the form of caste systems; people have their membership in their respective castes, a homoge-

- neous division. They have their own norms, laws and practices. They have their own dress
pattern, linguistic, economic, occupations and value orientation.

Marketers have to scan as to product and brand preference based on classes. Buying -
patterns. purchasing power of class people differ both in clothing, shelter, furniture, saving, -

spendmg, eic. So marketers shouid focus their strategies and plans on somal class basis.

7. Legal Environment C _ Q\>

The pohtlcal and legal environments a ?dlstlnct but both are inter-dependent.
The political environment includes law, Go&nt agencies and pressure groups that influ-

ence and limit the activities of individuals in a glven country. Government is a body constituted _
by politics which makes the law. Marketing decisions are greatly affected by developments in

the political environment. Political decisions and Government legislations also sometimes offer
new opportunities for busmess

For example, information technology pohcy in lndla has given a major boost and - '

spurred the creation of many new IT based companies to emerge to produce new products.
~ The plans, strategies and actions of the marketers should be within the framework and broarder
objectives of legal framework formulated by the pol:t;cal parties ruling the eountry

Government is the ultlmate authorlty to regulate and control the business activitiés such ;.

as prices, raw material, stocking, movement, unfair trade practices, environmental protectlon
product safety, objectionable advertisements; packaglng and other important areas.

There are many legisiations and regulations whlch are not desrgned renlally 10
address marketing issues. But there are many provisions within many uegt%latlons which

have major impact on fixing marketing strategies and plans.. Drugs and Magic
Remedies (Objectionable Advertisements) Act, for example affects sales promotion’
activities. Similarly many commercial laws sighificantly affect the prlcmg, dlstrlbutlon stock-

ing, labelling and paekagmg activities.

On the other hand, the Intellectual Property Laws may affect research and
df'-velopment and investment. Many issues of marketing transactions are covered by one or

another type of legislation lrke Contract Act. Law of Indemnity and Guaranteg, Sale OfGoods '
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Act, l:v1dcncc Act etc., So the marketers must analyse the legal environment and aware of
Iegal aspects that direetly affect the marketing operations.. The impact of law on marketin g mey

~ vary from one country to another country. The sugar industry, for instance is driven by Govern-

~ mentregulationsand controls right from cane cultivation, pricing of cane, production, stocking,
pricing of finished products movement and marketing. Similarly, the fi nafcial markets may
operate under the jurisdiction of SEBI and its regulations. The recent eccinomm reforms of

‘deregulation, globalisation and privatisation, for example, have major implications in designing
marketing strategy in many areas of diverse consumer goods and financial services. '

The reforms have brought new entrants and introduced new products into the market
and old marketers went out of field. Because of change in political structure,|philosophy, ideal-
ogy, more new laws have come and old ones repealed. Marketers necessarily have to accept
and interpret laws. The situation of coalition cannot be ignored, it has its own impact on busi- -
ness. The policy makers, and legislators are well influenced by lobbyists and well connected '
with individuals and firms. Government is also entering into marketing activities wherein
lobbyists are well connecied with people who have major roles in marketing decisions.

- Marketers must watch all these above mentioned issues and issues [not touched upor
while making marketing plans and strategies. They must be aware of major legal issues pertain-
ing to marketing, competition, consumers and society. Marketers are required understand the

" laws at local, regional, state, national and global context.

The law is meant to protect companies fiom unfair competition, to protect consumers and-
to protect the interest of the society in gen@bn these respects legislations affecting market-
ing have been increasing over the yf:ars?.~ o

Activity - IV | @Q"

~Discuss the external factors which influence in marketing operations.

.......................................................................

.......................................................................

3.7 INTERNATIONAL MARKETING - CONCEPT

The world has become a global village. The world is changed with the advent of°
information technology. The distance is whisked away, communications [criss-crossing the
bounderies of the nations, faster satellite communication facilitating to do business fastly,
from anywhere to anywhere atanytime: We are now shifting towards transnational market or
global market. In this the whole world is one market. International supply, international
demand, global market, global brand, global company, global advertisement|are the features of
the market due to preferences for foreign products diminishing cultural differences and fi ollowup

“ of similar life styles.

Intcenational market in true sense is a way of internationalisation of world economy. This

tyre of market is catled borderless market. The electronic technology facilitating fast commu- .
“nication by cellular phone; pager, fax, internet telepony and other mobile ¢ mmunication sys-
tems. ' ' ' - -
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'-_The features are :

Internatlonal market is a segment of overall marketlng operatrons in Wthh.

strateglc plans of the firm are targeted to operate in other countries. In this marketing, national

marketers are affected by global market srrategles [t means marketers operate in ‘more than
one country Firms doing international marketing are involved in fonnulatlon of strategies, plans _

- and programmes, operate and co-ordinate their activities world wide. The entire geography is
e :_ha market where the consumers are there. Marketing activities would criss-cross the political
boundanes of variou% countries. . .

The'preducts or services of the firm of a company are sold in other countries. Compa-
... ies prefer to go to global market where their products and service are demanded.  When
planned to go to world market, the marketers have to define objectives, policies and strategies,
and countries to enter. A company doing international market:ng has its own marketlng .
organisation.

In mternatronal market there are five market entry strategies namely d:rect export:ng,

' mdrrect exporting, licenses _|01nt ventures and direct investment.

1

R E Active experting_ The passive level of export is called occasional exporting. When a

firm attemptsto expand its market in a particular market, it is called active exporting.

2. Indirect exporting When exporting takes place through intermediaries it is termed as
indirect exporting For instance an export merchant who buys goods of a producer and
sell outside. Export agents are involved to negdbigle foreign purchases.

3. Under lncensmg system a licensor to %f'egn company to his production’ process,
-trade market, patent, trade secret. %Q L - .

4. In joint venturing system, foreign investors join hands with local investors to create a
_joint venture company for doing international market. -

5.  Direct ownershipin forelgn based preduction fauhties is called direct investment. There
are some other forms of doing international market. '

The marketing organisation of international marketing consist of various forms namely:
e Export department .

Incaseof export department method, the international marketers first export goods when
there is demand for the product. A separate export department is created with sales man gers
and a few assistant sales managers.

o International divisien

When a company has several intranational markets it creates separate international division to -

carry out international market. It consists of several functional specialists.
¢ Global organisation

Global organisation methed signifies world wide production facilities, rnarketing

“policies, logistics etc. World class professionals trained in wortd wide marketing operations are
+ appointed to manage the affairs of market. In this the whole world is treated as a single market
, and it may have a global strategy
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- Most of the countriés and their regulations are dis’mantled restriq

'removed “Freedom to investment, free trade zones, virtyal markets all have’ coptributc'ﬂ

for rap:d growth of international market.

So intranational marketing means integrating the market of a coul

~-wide or global market. It means market of a particular country is opened
of the world to sell their products. Imports and exports are liberalised, boundari
economic po]u:les support such markets The new Economlc Palicy of Ind:a, |
has empha31zed international ma: ket :

Activity - V
‘State the features of Intcrnaﬁpﬁal_ Marketing ? .

L T T T T T T

niry. with world
to all marketers
ries are removed,
991, for instance

3.8 IMPORTANCE OF INTERNATIONAL MARKE

TING

There have been several reasons which h iven rise to the importanice
" market certain specific advantages emer§‘
' lntematlonal marketing can be unders from the followmg dlmensmns

. International marketing can benefit the § arketers, nation and citizens

1.  Standardized products and ervices on a global base w1ll create an
- based marketmg management,

2. Products are made avallable to the customers at a lower pr
comparatlve cost advantage of manufacturm g

3. International marketing, through e-commerce, 1ntemet or online markei
' nate market intermediaries.

4. Evensmall and medium sized f' irms can enter into global market throug
_ The_ system widens consumer base ‘and wider coverage of markets.

5. It encourages foreign‘ private investment as well as ihstit'utional in

6. . To create global soclety Intcmatmnal marketmg ensures a sustain
ofa global society, stabilizes and strengthens inter-dependence and g

7.

international marketing. Thé

integrated value

ice because of

vestment.

romotes interra-

tional understandmg Today the country cannot remain allow of 1tself totally from the rest
of the globe. : '
Marketers.operating in international market are the vehlcles for transfer uf technology,
market, cap:tal investment cic.

It also kindles a managerl'al revolution through . professional marketing managemeﬁt of

* world class ch_aracferised by highly sophisticated management pro

9. A halance can be struck between exports and lmports eaSIIy and the
ance of payment can be ss)lved

fessionals.

tions have been -

,in several ways, - -
of international .
importance of

ln.g' would elimi-

1 new technology.

pfo_blem of balé.

cd devélopnient _' -




' 16, The Enormous resources of the marketers enable them to undertake a qua]:tatwe and
' : efi‘iclent research and development actmtles ' ' ' '

_ ACﬁVity -VYi
How is International Marketing Important ?

.......................................................................

3.9 SUMMARY

In this unit, we have indicated the concept of marketing environment and its importance
to the marketers . We briefly discussed the general factors like clues, threats, competitors,
social responsibility, standard of living, strategic thinking, policy formulatlons etc., that tend to
emphamse the 1mp0rtance of the subject of marketing environment. '

In addition, we havc discussed the opportunities and threats in market place. The tech-
nique of SWOT analysis is applied to examine the opportunities available to the marketers and
threats to face. The discussion also has thrown light Knjle threats and weaknesses.

After identifying the types of marketing enyigdrment the study proceeded for detailed

discussion of micro and macro envirenment. Fi he unit is concluded with an introduction to -

the concept of international marketing and it_@pot‘tance.

3.10 SELF ASSESSMENT QUESTIONS

I.  Short Answer Q;Jestions
1. Explain the concept of marketing environment.
2. Discuss the i’rﬁportance of marketing environment.
3. Classify the environment. | |
4. State the external factors.
5. Whatdo you r’n’eaﬁ by Inernational Marketin g?

II,  Long Answer Questions

1. Tentify the opportunities and thréats in a market place.
2 Wikl SR Anali-'si.‘:"‘ XD L s application in ;ﬁdi‘kcl'il‘!};’ ahvironment
-~ 30 Whatis micro environmz,i/ Wl“c i the actors of miboe -..'::.-"-n:unﬁient'l’_
4  Explain Lhe concept of macrg - :-.\"'r‘a_;nment? Identify and discuss the major forces

nfm:-ro environment.

th

-~ Wha! do you understand by international marketing? Explain iis features.

LA

Discuss the importance of international marketing in recent years. -
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3.12 KEY WOIRDS

Marketing Environment

SWOT Analysis
Internal Environment
rMicro Environment
Customers

Cormpesitors

J:>~- L i
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Conditions influencing marketing operatiors.

A technique of marketing scanning on opportuni-
tics, threats, strengths and wealkn_esse_s.

Factors exclusively internal to the organisation

influencing decision making. |

Consists of forces or factqrs close to the
organisation. O

. . | : .
Source of buyers, includes consumers, business
resellers, Government etc., |-

A group of marketers proddcing substitute
products targeting same group ?f‘consumers.




UNIT - 4:SERVICES MARKETING

Aims and Objectives

After gomg through this Unit, you should be able to:

s understand the concept of service; _ <

. discuss the reasons for growth of service sector;
e explain the characterstics of services; and
o describe the elements of marketing mix  in services ‘miarketing.
Structure | |
40  latroduction
4.1 The Concept of Services
4.2 Service Sector -
4.3 Reasons for Growth of Service Sectett
44 Characteristics of Services
4.5 Elements of Marketing Mix in Services Mdrkel%
4.6 Summary _
4.7 Self Assessment Questions Q».?‘
4.8 Further Readings | @
49  Key Words

4.0 l_NTRODUCTION

Services sector, both in public and private seetors is a new area of modern marketing
management Not unexpectectedly, services continue to be an ever more important dimension
of modern marketing. Healthcare, tourism, insurance, banking, transport, hotel, personnel care,
entertainment, tele-communications and similar services are vital and attract the profession of
marketing.

Yet relatively little has been written about the marketing profession in services sector
‘compared to the marketing of tangible products. The marketing strategy to create customer
satisfaction in the delivery of services is dramatically different. A few years back the percep-
tion of services was confined to only work and advice with service motto: But today, the
services have been comumercialised.

Itis agamst this background that the private and public sectors have been found making
sincere efforts to explore this sector to generate and earn profit. There exist a fierce competi-
tion among service providers. Thus the service providers are found giving a top priority to the
public relations driven, and user friendly marketing of services. So far we have concentrated
on marketing of goods and therefore, the market in services sector could not be promoted in
right direction. '

L

In developed countries, muiti- national corporatlons availed the beneﬁtq of services sec-'

tor. Even in India. we find many organisations creating separate professionais to prov ide quaiity
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* are many business enterprises who basica

_ services. Unless we creatc a scparate cadre of professionals in the serwce sector, the prowd-

ers would hardly be successful in dclwermg the services. |

Both the sectors, public as well as private, need to underslﬁlid the new Ierarket-ing culture”
in which the professionals need to have personal commitment. i
4.1 THE CONCEPT OF SERVICES . |

The concept of services marketing, holds that the task of a concern is |t0 determinc the

- needs and wants and interests of users and to satisty the customers. Mar eting of services

implies the functions by which the marketers are supposed to influence and satisfy notonly.the
physical satisfaction but a]so non-physical componcnts of satisfaction of the ClFStOI‘neI‘S OF Users.

Service is a bystcm or arrangement that meets the needs of customers especially for
other than physical products. For example, services include health services, communication

services, banking services; insurance scrvices, hotel services etc. The iew dimension’

of service marketing cmphasises selling of services in the best interest of ysers. A concern
generating services identifies the interest of the users and give importance L} the users. It is
qomethmg intangible and sometimes invisible service which meets the re?uircmcnts of the
custqmers from which they" derive satisfaction. R

- In marketing of services, the product features include both services as well as physical
goods. Thus services and marketing of phys@nroducts are interlinked sdb-systcms. There
[ only the services to the customers. For in-

stance, insurance services in which tlé?m’ance company renders services to the prospects

Services marketmg may be%dertaken by the orga.msatlons with g primary object

- of making profits, while some other organisations render marketing semcd:s with non-profit

objective. Such typc of organisations are called non- profit organisations. For instance, edu-
cational institutions, political and social organisations are ‘the examples of qon profit making
concerns rendering services. : _ |

' Thc word service is rather wide and general in concept and it embraces a wide variety of
services. There are the national, multi-national, private, public, professional and consultaricy
services such as advertising, computer programming, legal, medical services, [fublic utilities like
electricity, water supply, transport and communication scrvices. Then ﬁherc are services
which come under the broad category of leisure and recreation meant ..+ re==o6:: of satizfac-
tion and psychological needs of the users. Such services may he mark-ted try cinena houses,
clubs, video game parlours, beauty parlors etc. '

"i'%-:-.-.‘-»'i|ces are activities,

The American Marketing Asseciation d=fines 5
ffl-t‘!‘rhneuliui‘, with the

benefits or satisfaction which. are offorad :or 'x.;l" g s
rc,ale of goods "

B Wiliuaw Do ovidee Opines that the "Services refer ¢
even Liovernment (o Tighe Vive giant evils, Cou., wani

- and illness m the sooimne!. o ' |

effort which provides suceor to, the nesdy. it may b(, food W a hmery ners;
thirsev person. medical servsces, to an ailing person and edycation o« . uacul,

- Rao, AV.8,, another expert says @ "Services wan also be deffned av 4 noman

. transport = -.".%umcn, ci o acanion oid s neecons who want te share a r Sl picasure

or pain".



According to wilkiam J, Stanton : "Services are those scperately identifiable,
esseniially intangible activities, which provide want satisfaction when marketed o
consumers and/or industrial uses and which arc not necessarily tled to the sale of 14 produ-t
or anothcr service" '

According to Kotler and Armstrong : "A scrvice is an activity or Lottt oie
party ¢an offer to another that is essentially intelligible and does not sesutt i tie <o oohipof
anything. Its production may or may not be tied to a physical produ.t™.

Activity - 1
Explain the concept of Services. .

4.2 SERVICE SECTOR

The industrial revolution broughy many changes in financial and industrial sector. With- -
outthe emergence of service sectors, the economic benefits of mass production could not have
been realised. There has been a steady rise in the servige based cnterprises. Il 1> a new

revolution wherein individuals and organisations hav spending greater portion «f their
income to avail services. : ?‘
In advanced countries, their economies changed towards s+~ ez froms

the goods dominance. Services sector is now accounting for mes< inLicvment,
GDP and more consumption. So the trend indicates that stitl there is.a brighter .. - tothe
services sector. Many firms are now drastically altering their goods and services ~ o take
advantage of the changing consumer expenditure mix. In all seasuis vonspme: o are for
services tend to ‘ncrease than expenditure for durable goods.

It is against this background that we propose to study the i« . 1 the
present global marketing context. It is not expected that a‘concern s+ . R
be more specific, when we are in - competitive sector, characteriscd b
mation technology, we do not find any sense in continuing with 2= .- _..--».!-,.-'
and physicai pio-hicts alone. Information technologies have enrroed as
nating service sector.

What Constitutes Services Sector ?

Thars <o many emerging Key services in recent years. . 5Ly tuibhe Do i sorvices
sovwor. s made the task of marketing services coinple. 30 ' deimands expariise,
owr'vc .’.."”\l['[b, miore and more competition which requires = :
: see 3 nowher of services offered to cUstoEmEt i anovaiive

)[m..:\' oG to

g .
P THITYROCE SRl wictuder

.= s Banking services

# Imopeance services




- Transport services

e Tourism services

. Hotél services

¢  Consultancy services

- @  Personal care services

‘& Educational services
o Hospital services
»  Eatertainment services
© .TC]&CO]]].I]?.LEI]ii:iii’i“ﬁ%‘ ser\.-'icc_s;. etc. o . ‘
Activity - II

What constitutes services sccior ? Explain, ‘

—_— - -_ o <\ _ '

43 REASONS FOR GROWTH OF SERVICE SEC
The industrial revolution ha@ought rcvolli_tionary changes not only in production and

marketing of physical products ut also introduced inter-connected services and marketing of

services. Itis the emcrgence of service sectors which is responsible for realisation of economic -
benefits from producticn ard distr:hution of products. - :

OR

Not only in india but a:s~ i gther countries there is a glaring evidence of decline in -
the conventional process of n:annfacturing cf products, Service sector grew tremendously
because they produced intan;rible yoods which sati sfy users' psychological and emotional needs.
As a result of increase in the demand for services, service industries have zinerged. Service
industries are referred to as the second industrial revolution. The consutners/ users have been
spending increasingly on availing services like tuisure, recreation, communication, health, insur- -
ance etc. ' '

Toaay service sector has been providing more employment opportunities, and greater
contribution to Gross Domestic Product (GDP). For instance, in the USA the percentage share
of service sector to GDP is 75 per cent, in Australia 72 per cent and in Canada 70 per cent.

The following facts make it clcar tor various reasons for the growth of service
sector : : : . . _

1. Affluent Society

Orne of the reasons for * vo%th 1is service industries is that the soc ety is heading to
increasing affluence. - The caatuc Srisig {eatures of an affluent society is plenty of money,

-goods or property enjoying beti materisls und services. iri an affloent society poonle tivea life
E-] & : - 1 [

of aftluence, an affluent life siyle: An affiuent suciety is one in which most people have a high -

|



standard of living. People in such a society require morc services. There is always an increas-
ing demand for services such as household services, comforts, luxury, interior decorations and
people live in an environment ofcomparatwe prestige,

2. Complexity of Life

The increasing complexity of fife composed of tegal, social, economic organs ine-
essarily involves service providers to solve the problem. The society. is made np of
several closely connected and related sub-systems. Hence life has become an increasingly
complex system. Anincreasing complexity of life is a sitvation, difficult to understand or cxplain
because there are many connected things. Hence, it demands special types of services.

As a resuit, the demand is witnessed for specialists in taxation. labour laws, lcga!
matters, social matters like marriage counselling, employment services, eic. A uumber
of consultancy services organisations have emerged. - They provide services ..r ivall
technical, financial management, advertisément, leadership, pi scts, fax
planning, etc. There is a growing significance of specialised wnd p.« i
knowl edge and expertise,

S 0

3. Mafe Leisure Time

A transformation in the cconomic pursuits, life styles is éleari}- witnessed o gt
industrial era. More people work in service sector. As a result they eniov e lefsmg
time. People who have leisure time require special types of services fo wmisi,
themselves. This reason creates greater deman recreation and <7 revtani, Lo
Increasing affluence created a desire to utilise lei time for recreation. This nas led
to the phenomenon of facilities for travel resnrtS.Q» '

Hence there is an increasing demand for tourism service which is a pleasure
_activity in which money earned in one economic activity is spent on recreation and
entertainment. It demands other services such as self |mprovemenl, adult ‘education
extension and continuing education.

4. Incréasing Health Consciousness

Health is wealth. There is an increasing healthcare consciousness amony the
people. There is greater demand for quality medicare services. Advanc:mens and msavations
and research in medical sciences have designed a number of modicnre rervives 1o attach a
number of diseases. Medicare services are in greai demand for sreater CeiEna predier
demand for nursing homes, corporate hospitais and super speciain. hoad

Hospital and healthcare services of variaus iypes and ders
increasing. The document of the World iicaitin L')rganmuos: a A A S N
emphasised the healthcare services, boih curaiive and :

social system,

Grevon!ivel oot tefrannd oo

5. TIancrease in Purchasing Power

Of late, we §iad a phenomienal change in dinpos
The positive dwplopn’-u:h awaieness of quall*v of Tivin
in habits and fastes ¢te., have sacied doors for new services alung win -
purchasing power. Accordingly, we witness rapid developinent o1 services
cut throat competition is at its peak and this necessitaies ap phmt;m of gk
principles and professionalism.




o

7. Infermation o S |

. - : : I
6.  Professionalisation and Specialization - |

These are the days of specialisaiion and professionalisation of :various functions.
The technological sophisticatior:, large scale industries, complexity of organisations,

bel avioural problems and other aspects demand speciaiisation to hindie any area of -

operation. The firms are engaged in spec-alists for almost all the functions!

So professionals. c- 1zultant-, experts and technocrats play animportant role in

~ managing affairs. In <2rvice sectors.  he importance of public relations dpecialists has been
greatly ecoghised. The service organisations would require a new icultuTe to promote good

" relations. I

- We cannot igno-e mformation explosion factor to answer why information for service
sector. Information highways, informaiion super highways, the concept of global viltage have
changed the dimensions of information. 1t i in this context that we will find it necessary to
practice PR principlesin service sector, so that information system plays a positive role in
improving economic performance. iDecision support systeins, execytive information
systems, databases, nev.r ¥ing etc . require  professionals to handle. |
8.  State Interierence : .

The increasing role of Government hq}!most all sectors of economy and all areas of

operation have made ways for the increa importance of world class serVice professionals.

These anc some other facts make it éi?‘lhat services have a bright futur(?, In a number of
service generating orpanisation ourism, hotel, hospital, entertaingent, the role of
Government has been increasing. :

9. Sﬁyies and Fashions !

We are living an an ape cr civilization in which change in “tyles and. fashions
resulted in a basic change o the festyles. This makes it ¢lear that we thiak 1 favour of provid-
ing a varicty of serv.ce« 1 aect the changing needs of the consumers. |
' |

i, Techoslogical lie.olrtion
The advancement in ¢ - n Geated " riormation technology hds brought many

changes oy socio-ecom = Lie wwler ot av “ndividual, group, society. countries and the
world at lar ¢, A numi. - " tvand services have emerged. The glectronic technol-
aey sperked e v'eiln_'v-.‘r- -0 worndustries ke timy sharing, progrimming, software
deveiop;ﬁtm Naiat 1w maes ces ede o :
: : |
The & donl oo et e ree o o varions conamnnice wi- Lech-

.

voltges o0 e e e el T conngi services.s e cer] cellmiar, video
¥ RS . ovaaor s Ve nvention of inte'_nét has -esuited 1n
ncreasmg o oV b Voo L et g cenamerse. - vevige , ATML el
card, etc, ' ' | C

. : |

LA
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Activity - II
Give the reasons for growth of the service sector.

I T T T T T T TR T T T S L S T e S R T R R T N S

4.4 CHARACTERISTICS OF SERVICES

There are some special features of services, which are quite different from those found
in physical product. The special - features of services demand a new vision, 1nnovation, a
distinctive strategy and a class of professional eszllence to market services effectively and
profitably. The marketers who are not well aware ! 1-e features of services sector find it

difficult to make decisions. In view of this, we shou'd study the features of services and . -

services sector.
Following are the important characteristics.
1. Intangibility

Services are intangible, as opposed to goods which are tangible, Service cannot be per-

ceived by seeing, feeling, tasting or hearing. Ingangibility is the basic feature of -

services. The functional responsibility of a marketer i@?l € different in influencing and moti-
vating the customers. The intangibility feature co es the roie of matketing professionals.
Mostly the concerns find it difficult to demons nd display the pe-itive and negative opin-
ions regardifig the services. The benefits and S&#sFaction nature of services demand different
outlook. ' '

~ 2. Inseparability

As we are aware, services are created and consumed simuitaneously and
generally they cannot be separated: A product includes service which cannot be separated.
The mseparability feature complicates the function of marketer while marketmg the services.

3. Heterogeneity

There is no standard of quality uniformly applied. So different consumers may perceive
quality according to different attributes of service quality. Time and place are the deciding
factors on which services depend. Services vary according to time and place, for example,
personal care services, hotel room  accommodation, or swimming peol. In this feature, the
marketing personnel find it difficult because there is no scope for transfer of ownership in the
process of providing services, The marketmg profeqsmnals thus need to be more careful in
marketing services. -

4 Perlshahlllty

Since services are perl‘;hable and not fit to be stored for long, they are subject to -

perish unless consumed on time. Services of this type are made for simultaneous
consumption. For instance, empty seats in a cinema hall, unsold air craft seats, unbonked
~rooms in a hotel etc. If not sold, they are lost, and hence no revenue. - :



_ dnd the.consistency are the important factors.

. 6, Simultaneity

The perishabiiity nature of services complicates the functioning-of marketmg profes-
sionals. Tiis makes it essential that marketing execufives. by using itheir
professionalism minimise the waste and avoid loss. The. customers come:but service
providers need to capltaltsc and optimise by using professional cxd|e]]encc Regulartty

|
. . Ownership O
Another feature is cwnersh;p In case of marketing of services when services are

sold the ownership is not transferred. The clierits have only an access to service. The
ownership remains ‘with the prowders only eventhough the services are sold. Examples
are personal care services, medical care services, swimming pool, hotel |Lrocms etc. In these
cases, the ownership is not affected in the process of marketing of services. The marketing

- -professionals have a quite distinct experience in this field as there is no scope for the

transfer of ow ncrshlp It needs a world class professionalism. o
- |

|
|
The time and cost and energy factors cannot be 1gn0red in marketing of services.

The users ¢f services kave to go to the service centres, because sérvices cannot be

- provided to 1he uset. There is no recognised channel of distribution. The feature is that
~etherthe som s ider must go to the user, or the user must go to the provider. For instance

SWIMinisg pocl Cidi 2 1o the user. hotel rooms cannot be brought to the user, etc.
On the o*hcr hdud i oAt of "'!f‘t!lcal"b SErvices a doctor can go toa patient.

This makes lt essential thag’&: providers- by using their professionalism

promote with the cusicmers good rel 5. They need to be more careful while marketing of
services. . : : '
QO |

Stage the characteristics of services. _ |

Activity - IV

4.5 ELEMENTS OF MARKETING MIX IN SERVICES
MARKETING ;
|
Thc term mix with reference to marketing, either of product or service, composed
of different marketing elements, which constitute. the marketing as a whole. In other
words marketing mix in service marketing contains several elements. It/means marketing
mix contains varioys elements Wh]Ch become involved in or connected w1th market

The core of marketing of service and its strategy is the markctmg mix. Like

‘marketing mix for a product, service marketing too has mix. They are calléd the elements of

seivice arkefmg mix, Marketing mix in service marketing refers to dwcrse marketmg
vartables. o

- |
According to Neil H. Bordon : "The marketing mix refers td the effort, the



' :eombmatlon the designing and the integration of the elements of marketing into a programme

of mix which on the basis of an appraisal of the market forces will best ach:eve the objectwes _

_of an enterpnse atagwcn tlme o ' L o

The marketmg mix with reference to services marketlng refers to a combmatlon of sev-
eral elements which in their totality constitutes a service provider's marketing system. The
elements in the case of marketing of physical products are d1f’ferent te the of elements mvolvcd
in marketmg mix in service marketmg :

The mix is comprehensive for service marketmg It combmes elements involved in mar-

. keting of products as well as it covers some additional elements. For marketing of produets lhe '

marketmg mix mcludes l‘our elements such as:

. Product
2. Price _
3. Place (Distribution)

4, Promotion.

In the case e of marketing mix. of service marketmg, lhere are three addltlonal e]ements
They are :

l. People
2. Process S
'3.Physi.cel evidence - ®>

. - Thus there are in all 7 elements of ma@ g mix in services marketing. Hence it .
is called 7 Ps- of marketing mix. R %

_Thus, fhe 7 Ps of marketiﬁg mix are as follows :

—

Product
. Price

. ‘Promotion

. People

2
3

‘4. Place
5
6. Process
7

. Physi.cal evidence B
We shall now take up each of these ¢lements for discussion. .'
1. Product

. The product-in service marketmg is called service pmduet The product refers to

different classes of service products in different product lines. The service provider has to plan .

that its services are. suitable in a particular market of target users, it has selected. It is the
responsibility of the service provider to understand the nature of benefits and satisfaction the
consumers or users are seeking from the service product. A service product must satisfy two
- basic factors of balancing between the customer's point of view and the supplier's point of view.

There must be a marketing planning for service products snmllar to that of marketmg planning of
' physical products




" The nature of service product is perishable, the provider has td plan world class

excellence in determmmg product mix. According to Kotler, there are five levels of
_ produe,t . S ' |

They are : ' o _ S |
iy Cove gel2s
i) Generic product - : - | '
til) Expectd services
iv} Augmented or peripheral services ' |
v) Potential services. ‘

- o |
2. Price : C |

: : |

The term price is used both for physical products and service products. But

pricing element in marketing of services has distinct features. Price is|a value fixed by

the service provider and attached to the service product. Price is applied forjall kinds of physi-

- cal products like textiles, corisumables, comforts, domestic appliances etc. In the case
of services different terms are used for different services. |

The price terminology is different for different service products.| Thus there are

~ different words used and some are quite distinct. Every service organisation has to formulate
its own pricing policy so that commercial viability of the concern is promotezig.

Some of the pricing words used 'g?@rketing'of services are as follows ]
P :Ra'te of iﬁferest \ o | | .
tansriioms QS !

“ommission ) |
° Fee . . ) ) . |
‘Royalty o . |

Premium : ' ' |

& e

®

Honorarium . . _ |

Turtion fee . |
'Y Tar-;ff . L |

@ o ) | ’

Freight
e Rﬁnt ‘ N . |
- & Dividend

' o |
- o Salaries ete, ) R .
o . |

Thesc are some of the pricing terms used in marketing of services. There are no
hard and fast rules and methods of pricing for services. The value of services are
variable and changes from time to time. The pricing of a service gvfzmi:lJ
quality ofserwce and goodwill of the service provider.

|:-.1lly dependb on



. » Educational lnstituti_on

A few examples :

Services ' o ~ Price terms

* Doctors, Consultants Lawyers o o S
Auditors, ete. -~/ - o Fee '

- Sales, Brokerage -~ e Commission

Tuition fee, Term fee

- » Use of property or land » Royalty
¢ Transport services like bus, _
tl:)ain', ship . - o Fare
" » [nsurance, Life insurance,
Fire insurance, general = ¢ Premium

msurance, ¢tc.

e Use of.money Interest, dividend _

3. Promotion

In the case of physical products, the term promotion is different to that of sales

impressions rather than the tangibility, physical struct concrete evidence. The service
providers must keep in mind this fundamental featur esigning the promotion strategy for
services. This is because of intangibility and @R‘I;ility of services. In some cases both
tangibility and intangibility characteristic featur%e found.

‘promotion of marketing of services. The customers in usmﬁewnce relics more on subjective

Secondly, the customer is likely to judge the goodwill, reputation, competency of
service on the basis of the provider rather than the actual service. The tools of sales promotion
of services may include :

s gift

« contest

discount

© e commission

entertainment

free travel
e resort tours .
e fairs and shows.
Marketing of services also include adoption of traditional .pfomotional mix such as :
. advertising | |
¢ sales promotion
» personal selling
s public relations

. -publicity.l
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Certain service prov1ders als6 use cinema theatre, newspape
T V etc., to promote their services. -

.4, Place

magazme radlo,

The next element in the marketing mix of services is place. Place is also an equally

important component of the marketing mix. The strategy of the place mix

refers to the acces-

sibility to the customers provided by the seller. It is a place of physical location decision. The
place mix decisions may include where to place the service to be provided *o the ultimate users..

The location of the service is the important component in the 4istribution strategy.

The right location or place from which service is extended will attra
ber of customers.
where to locate a service, .a number of factors should be considered

ot maxrmum num-

It is a place where the consumers go for the services. In dec1d1ng

A place which is

_inconvenient, not accessible, distantly located leads the buyer|to avoid buying,

‘postponing buying or going to a'colnpeti'tor For instance, for services like d
" beauty parlors, etc. lmportance of locatlorl is very great. So the place mu

cleaning, doctors,
t be flexible, acces-

sible, convenient, time and cost saving. In the case of complementary services and technology

based serv1ces location of the service is a crucial con51deratlon

Another issue in respect of distribution strategy is whether to sell
intermediarigs or directly. Direct sale is preferable in the case of insepa
still there are some services, the marke('{l}

Inservices like hotels, the intermedia'tcs@ avel agents, tour operators et
are intermediaries in the case of JP™nsurance, stock brokers in - sh

financial institutions in ﬁnancial&ﬁlves.

3. People

The role of people cannot be ignored in the marketing of services. P

the servi.ce._ through

rable services. But
of them may operate through' intermediaries.

c. Similarly , agents

ares and banks and

eople play a cruclal

role in any organization providing services. Thelr role appears from two dimensions namely as

performers of service and as customers. In service package, human b
intrinsic part. Service-personnel and customers constitute core of the peop

eings consntu_te an
e mix in the service -

marketmg People in the orgamsatlon have to render quality service and customer oriented

service.

Good communication skills, public relations skills, attitude, 13

‘.. other qualities attract customers. Most services may imply active and

ers. Present customers will influence future customers: In the case of

services one satisfied customer will lead to a chain of reaction bringi)
~customers. Therefore, complete satisfaction of the existing customer|
task of the marketer of services. :

tent behavior and
involved custom-
many proféssional

5 is the important

The prospective customers attracted by a service prov1der exerts an |mportant

influence on future and prospective customers.

6. Process

The word process with feference to services marketing in\}olves

“in an orderly way-of providing services, which constitute the process. S

a series of steps
0, process element

deals with delivery of services. ThlS includes the design and steps needed to prowde
serwces : :

ng a wave of new - -



s . : . - _

.z, The progess of. dellvery is to be analysed, lmplemented and momtored For instance L
in bank services the process comprises taking tokens at one counter and receiving cash at
" another counter. This service constitutes a process. The: process involved in a manufacturing
unit producing physical product which is quite dlstlnct wherein there is a clear cut operations of
1nput mtermedmty activities, and output

- There are three kmds of delivery processes in marketing mix of service products
name]y : a) Line operations ii) Job shlp op_eratlons and 111) ]ntermn‘tent operations.

") On Line operations : The best example of online operations are self-ser\rlce'
restaurants and shops

i)  Job Shop Operations : The job shop kind of delivery process exists when cus-
tomers require a combination of services involving various sequences. ‘Hospitals,
educational institutions are the instances wherein job shop operatlons arc involved.

type of service is not repeatedly required. Advertising agenmes and- consultants
for the pro jects have thlS type of delivery process.

7 Physncal Evidence

A consumer or user cannot make a rational Judgement of a service before it is consumed
or used. The reason for this is that a service product is pegishable and | intangible in nature. So
there 1s a clear element of risk involved in buymg decigiop."So the strategy to be followed for
successful marketing of services is to provide tan @w;dence about the service. )

The physmal settmg is an 1mportant @ketmg mix. The environment of service
have great impact upon the evaluation of a service. The nature and quality of service is exhib-
ited by way of physical setting. For instance cleanness, appearance, convenience are the
physical evidence of the service. They are tangible 1ndlcat10ns of the service.

|
|
|
© i)  Intermittent Operations : The third kind of delivery process mvolves when the
There are two Kinds of physncal gvidence. They are :

i) Peripheral evidence

ii) Essential evidence.

i) Peripheral Evidence : Thls evidence is actually possessed as a part of the purchase
of service. This component adds value of essential evidence. The examples of peripheral evi-
dence are airline tickets, cheque book, confirmed reservations in hotels, and availability of match
box, writing pad, pen, complementary flowers and drinks which the customers may take away.
So peripheral evidence is possessed and taken away by the customers.

ii) Essential Evidence : This evidence is quite opposite to that of peripheral
" evidence. It means the essential evidence is not possessed and taken away by the customer. It

is a crucial input in determining the atmosphere and environment of the service organisation.

The instance of such evidences are the bu1ld1ng, size, des;gn interior layout, mtenor deco-
Fations, logo and economic device of the pr-ovader of the constituents of the essential evidence.

In general the following are som_e_ofthe physu:al _settln'gs. |

. 'vi_sual :
' 79

.# old factory -
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4.5 SUMMA’RY,_

in the styles and fashions.

. -perceptions

¢ ¢colours

.

brightness of the surroundings:

the volume and pitch of the sounds at the setting. _ : ' \

-]

the scent and freshness of the air.

e spacious accommodation

style of furnishing

grand entrance manned by tiveried doorman
- e credit card service

s dress for staff for identiﬁcation

- All the above and various other aspects of physical settings and envirpnment have pow- :
erful influence on buying services, as they provide the customers all tangible ¢ues and indication
of service.

Activity- -V

Marketmg mix in service marketing is dlstmct and eomprehenswe compared to product market- '
ing mix. Do you agree‘? Explam -

An orgamsatlon s design of a service product is a function of the objectives which ithas
to accomplish, the diversity and complexity of the tasks to be performed in this new marketing
environment. The objective of the marketer is to determine the needs andw wants of the user
and satisfy them. Marketing of services is a new ‘area of study in which the marketers have
been endeavouring to inﬂuence and satisfy the users. : r :

Service is a system or arrangement that meets the needs of the users. The word serv1ce
is wide and includes a wide variety of services. The services sector 1ncludeeliankmg, insurance,

transport, tourism, hotel, personal care, hospital, etc. There are diversified reasons for growth of
 the service sector, The industrial revolution has brought revolutionary chan es in production of -
- service products and marketing. . The strong reasons for the _growth of services sector are.

emerging of affluence society, complextty of life, more leisure time, purchasmg power, change .

There are di stinctive characteristic features in service produets namely intangibility, in-
separability, heterogeneity, perishability, ownership, ete. The service provider has to combine '
the various elements of marketing mix. The elements of marketing’ mlx are product price,
'promotlon place, people process and physmal exrstence :




4.6 SELF ASSESSMENT QUESTIONS

I. Short Answer. guestions

-1. Define the term services.

2. List out the examples of services sector.

4y 3. How services are intangible in nature ?

4. What is services .Marketing Mix ?

5. What do you understand by marketing mix ? .

. °~ Long Answer Questions

1. Explain the concept of service and service sector.

oW

Briefly explain the key characteristics of service.
' Distinguish between product and service.

Discuss the reasons for growth in service sector.

5. Identify and describe various types of services i\rbbrief.
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4.8 KEY WORDS

Services

Non physical products. They are Iegal, med‘ical,-
‘health, banking, insurance, hotel, advertising, edu- -

cational institutions, lourism services, etc.
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Inseparability
Perishability
Price

¥

Physical Evidence

g
&

A service which- cannot be separated from.the

person providing it

Services which are likely to decay or perish quickly.

In other words services cannot be stored and hence

subject to perish.

Value fixed to services whicllll is quite different in

case of service products. T

¢ price terminology

is different, eg., the word premium is used for in-
surance service; fare is used for transport.

Physical setting and envi

fonment of service

quality. Cleanliness in doctor’s clinic, interior deco-

rations of restaurants are th
cal evidence.

¢ instances of physi-




UNIT—5: MARKETING PLANNING

Alms and Objectives
- Aﬁer going through this Unit, you should be able to:

- o understand the meanlng of the terms plan and 'P]anmng ;

e examine the implications involved in various definitions of marketing planning; -

. .describe the nature of marketing planning;
e explain the benefits and the importance of _m'arlketing planning; and

» know the steps involved in marketing planhing.

Structure

5.0 ~ Introduction
STI * Plan and Planning
52 Definitions of marketing planning
53 Natureof Marketing pianning
54 Importance of Marketing Planning - }
5.5 ' Stepsin Marketing Planning \)
5.6  Marketing Strategy - Q
_ 56.1 Four P’ s of Marketlng Strate Q:?*
57 Summary %
5.8 Self Assessment Questions’
5.9 Further Readings
510 Kéy words

5.0 INTRODUCTION_

.Meamng of Marketing Planning

"Planning of marketing prevents costly mlstakes and makes the sales organisation more
effective. Marketing planning involves thinking before acting and it is needed at every stage of

the marketing process. Planmng is the determmatmn of course of action to achieve desared _

results.

Planning involves thinking through the gencrai form and details of work so that it can be-

accomplished with greatest certainty and economy. Since planning is an anticipation of some-

thing yet to happen, it is at best a prognostication. The human intellect has a limited ability to

foresee the future, even with the aid of mechanical computing and analysing dewces Conse-
' qucntly, the accuracy of plans decreases inversely with time elapsed. -

Planning is the determmatlon of course of action to achieve the de31rcd results. It is one
_ of the functions of management. The process of marketing planning can be considered in four
parts: First, analysis of factors affecting the future; - Second, forecasting the future
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“ing the plan.

effectively by the sales organisation.

5.1 PLAN AND PLANNING

environment; Third, preparing the plan (including establishment of objectives); Fourth, install-

The purpose of marketing plan is to adjust internal conditions to the predicted environ-
ment and thus obtain for the company the greatest advantage from the environment. The plan's -
long range phases should be sufficiently flexible to meet subsequent unfotieseen conditions.

Unless some planning is done, there will be too many of too few salesmen, too many or .
too few clerks or servicemen. Again, planning is necessary to enable work to be accomplished

‘Plans are nothing, planning is everything'. A distinction is pometimes tequired
between a plan and planning. It is possible for a company to have a plan without any real
attempt at planning, while other company may have planning without a plan. Plan refers to a

. Tormal paper plan and document.

A plan is a product of planning. Plann ing is a process of making plans. Thus the word
planning carries a wider meaning. It refers to not only to the process of fortulation of ptans but .
also the strategy to achieve. A company may have a formal plan but no proper strategy to

“implement. Similarly a company may have well designed plan process but may not have a

formal paper plan. What is said to be moreN portant is planning than a|plan. There are ex-
amples of many companies which have I plans but no planning in the real sense of the
term. ' o o

. : . >\ : :
5.2 DEFINITIONS .O%MARKETING PLANNING
o Generally speaking, planning is deciding in advance what is to be d;)ne, in the future,
It comprises both the determination of a desired future and the necessary steps to bring about.

It is the process whereby companies reconcile their resources with their objectives and
opportunities”. ' '

According to Phiilip Kotler, " Planning is deciding to the presenl}dlat to do in future.
S

ML.E. Herley " Planning is deciding in advance what is to be done. It involves the
selection of objectives, policies and procedures and programmes from among alternatives”.

The American Marketing Association defined that " Marketing planning is the
work of setting up.objectives for marketing activity and of determining and scheduling the steps

necessary to achieve such objectives”.

- In the words of Czinkota, " A broad set.ofguidc].ines as to how the firm is going to

' accomplish its strategic goals, a living document that guides the company throughout the year, a

blue print for future activity. It is a coordinated, integrated outline of cverything that will be done
by a firm in each of the marketing functions such as research, planning, advertising, public
relations, sales promotion, direct marketing, sales management, product development, pricing
and delivery channel management-to support the firm'’s strategic plan and business plan".

. George R. Terry " Planning is the selecting and relating of facts and the making and
using of assumptions regarding the future in the visualisation and formulation of proposed
activities believed necessary to achieve desired resulis". ! '




Activity - I

Define Marketing Planning.

‘5.3 NATURE OF MARKETING PLANNING

The nature of pldhning can be highligh_tcd'by _studyingthé following characteristics.
1. Planning is a Mental Activity

Planning is thinking about work thoroughly before it is performed. It is the th i.lnking that

precedes the actual performance of work which involves the use of intellectual faculties and -
thought processes. It requires imagination, foresight, sound Judgement and embraces such

activities as the identification and evaluation of business opportunities and hazards, the determi-
- nation of the objectives of a business, division or department to achxcve maximum profits or
' effectwcness : :

2. Planning involves Steps

It can also be included under pl&nning 1he\®ermmat1on of the steps reqmred to
accomplish the-goals, once they have been establis & Planning is the foundation of business

‘security. To plan is to determine a forward pr&%ﬁmc for governing the future affairs of an .

eriterprise. _ %

3. Planning is a Process of Futurity

The 'p]anr_ling process starts with the assumption that the future will be different from
the present, and it attempts to determine how the enterprise can take advantage of the differ-
-ence. Planning thus becomes a device for change to meet the future, Planning calls for an open

mind and for elimination of the type of prejudice which says: "Men tend to close their eyes to _
facts which disturb them". Planning requires a 'fecl of the future'. This ‘feel may be psychic -

sense, but it is found in preater abundakce among people who are well grounded in the past and
who understand the forces al work in the - present. :

A plan should prowde a spring board from the present; it should take conditions from

where they are, to where they ought to be. A veteran hiker lost in the woods instinctively '

fixes' his location before attempling a course of safety. In business planning too we must know-

where we are in order to chart the future.
4. Plan as a Purpose

One must understand the plan and it must be in accordance \wth its purpoqes The plan
should incorporate the best thinking frame for every branch of the business, and the organisation
for planning should provide a mechanism for securing these ldeas

5. Planning needs Cnntingencies '

. I'he planning process enables a business enterprise fo meet the contingencies of the

future-not because the futurc can be predicted, but because the enterprise, by being aware of
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- the need for change, is prepared for change. Thus itis seen that plafining is es

for change to meet the future, and that it involves coordination ¢f all elements

\;ential'l')} adevice

of the enterprise.

If we are to be completely honest, we must concede that eventhough we use the most
painstaking care, some completely unforeseen event can put all our plans to naughty. But thisis

. not to say that we are completely at the mercy of Nature's whim.

It points out, r_ather,.thzﬁ the basic ingredient in the planning process

6. Planning sets Standard

is the philosophy

which tolerates change and which prepares the fertile fields of human genius for the meeting of
- any eventuality; this is the germ of the planning process. :

A set of standards against which to measure performance and to detgrmine the attain-

shotld be revised to determine which aspects have been completed, which are
which ars {0 be revised for carry-over to the nexi planning period.

7. Planning is a. Choice Among Alternatives

One of the features of planning is a process of developing alternative

and selection among alternatives. Thus ¢hoice making is an integral part of plfanning. Without

resorting io the process of developing and selecting of best alternative, a mar

~ment of goals should supplement the plan. At the end of each planned perigd, each segment

vet to be done, or

courses of action

ceting manager is

likely to be guided by his limited imaginati-::. There exist alternatives for every decision

problem, So an effective planning involve@‘
goals,

. Q¥
8. Determination of Objectwes@

rch for the alternatives fowgrds the desired

Formulating objectives will guide future efforts. It is the responsibility of the marketing
exccutive to set the objectives. It is the plan which specifies the objectives to be achieved in the

days to come. The marketing executive will fiX the objectives in respect
regional sales and then prepares the strategies to achieve those objectives.
Y. Forecasts

' N

. Forecasting involves a systematic attempt to investigate the future wi

known facts. -1t is an cstimate of sales in rupees.or physical units for a specif]
- Marketing planning is based on these forecasis fur the
- depends on accurate forecast. Forecast helps the marketing manager to know

and weak points of sales target.

10. Programme and Precedures

Programme is a special kind of plannin;:,r which helps the solution
Procedure is apart of marketing planning. Without prescribed procedures an
keting planning can not succeed. - '

future. Even the promao

of total sales or

th inference from
ed future period.
tion strategy also
the strong points

of any problem.
d guidelines mar-




'_ Acti\{_ity -1

“What re the chardcteristics of Marketing Plinning?

‘5.4 IMPORTANCE OF MARKETING PLANNING

The 1mp0rtance oi"marketmg plannmg is understood from the tollowing dtsauss:on from

various dimensions.

1. Better C.oordination

Marketing planning lets the company to achicve the unity of direction towards objec-
tives. Programmes are drawn, procedures are fixed and all activities are directed towards the
common goal. There will be an integrated effort throughout the organisation. An unplanned
marketing company is like a company with closed eyes. The main merit of markelmg planning
is the existance of machinery to coordinate the decisions of manyv funciions.

2. Foresight

- Marketing planning, by its very ndture is to be more farsighted. Planning helps
in reducing uncertainties of future because it in
Effective marketing plan eliminates all wastai

keep a watch on the implementation and w

f material and human résources. All people
ng of the plan as a whole.

3. Trade Cycle

Every business has to face the. diffcrent phases of birsingss cycle. Marketing planning
ensures smooth sailing in the market. Business cycle is the result of an unplanned marketing.
There is now practical evidence that the business eycle is the direct »ffshoot of the marketing

functions of a company without any marketing g plan. Business cycle is one which is very likely
to spell its final doom. Business cycle through its operation of various stages creates marketing

uncertainty and instability which can never be conducive t- mait:iing.
4, Competition

Marketing planning improves competitive strength Competition, which is an important
factor, leads to all sorts of wastage of valuable resources. Effective marketing planuing counters
rivals strategy to attract the customers. Duplication is avoided in marketing planning.

S. Technical Efficiency

A planned marketing effort gives rise to a number of coconomies resulting fmm' marnag-

ing resources according to the principle of maximnm tecinical cfficiency. In o absence of

marketing planning the principle of maximum technical efficiency cannut by mmratui in
practice,

s anticipation and foresee future events.
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of futurc events. . : \)

6. Prefit Maximisation

Without planﬁing a compahy's financial operations targets, there can be no. orderly
procedure to attract public investiments. Marketing planning alone helps profit Jlanmng to meet
various cost and reasonable dividends to the sharcholders.

7. Co-eppcmti(m

Another dimension to emphasise the [mportance of marketing planmrlg isits ablllt} to
secure the full co-operation of workers and trade unions. It is true that without the co-operation
cf labour no headway can be imade in the activities to achieve the goals. Lethargy, go slow,
absentecism and other tactics adopted by the workers are bound to have adverse effect on the
programmes. There should be an increased willingness on the part of the w_orkfbrcc to
co-operate. ' '

8. Emergencies

A company without a marketing planning is mistit for any market at a time of war, -
national emergency and any other natural calamity. Invariably, such an occasion can be tackled
with an cffcctive marketing plan to overcome the emergency situations. Every company is
making a lot of marketing planning to win risk and unceriainties..

Thus planning helps in reducing uncertainties of future, because it involves anticipation

9. Mamagement by Objectives Q

A good marketing planni %}q to implement the doctrine of mandgcment by
objectives since it is directed towards achieving enterprise objectives by concentrating only on
those critical areas. The overall objectives of the company are formulated by taking into
account the various activities, programmes and operations of all functional ar¢as. -

10, Control

Marketing planning heips the managers in perform_ing their functioné of control.
Planning is also an integral pari of control. 1t helps control by furnishing standards of control.
The defincd objectives and the standards of performance are essential for the performance of

control function.

Activity - I

You are awarc that a marketer cannot succeed in his markéting efforts without proper planning.

In the light ot this, discuss the nature and importance of marketing planning.

5.5 STESLS §H ﬂARKE TING PLANNING

There are many steps and phases ofplannmg work to which special attention is devoted. Bul it
is not possibie fo specify the steps in the pfanning process which can be applied uniformly to all
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types of organisations. [t is difficult becausc of their d |ﬂ‘erence% in objectives, strategy adopted,
size, complexity and other problems. The first is the general planning problem of determining

the markets to be developed both for the immediate future and for the long rur for which certain’

company plans have to be made. Such planning requires the evaluation of miarkets as the basis
for determinin'g'the nature, size and characteristics 'c'f the task of developing a sales volume,

Philip Kotler, bugncsted some stef:s in the marketing process. . According o him the
markctmg process consists of the following steps: :

1. Apalysing Markcting Oppurtunities

2. Marke_ling Rcscarch |

3. Selecting Target Market

4. Designing Marketing Strategy

5. Planning Marketing Programmc

6. Organisation, implementation and control

We will discuss the nature of these steps in plaﬁni_ng prcccss :

1. Analysing Marketing Oppurtanuties

Every company must consider the potential \q} forits prcduct. In fact it is the basic
task that every concern has to neccssarly idcntify@

the basis of its past market experience and cOrQ..unpetc-ncics.

2. Marketing Research

The second step relates to the reliable marketing research and builiding information
system. A scientific way of conducting marketing rescarch cannot be ignored, which is an

essential marketing tool. The research task assists to know the pulses of the consumers, their.

wants, tastes, habits, behaviour as well as assessing market size. The analysis of the collected
data and their interpretation will give a better picture of the size of the marketing oppurtunutics.

3. Selecting Target Market

Once the reliable marketing research is done and information system is designed, the
next step is to select target markets. The selection of target markets is nothing but market
segmentation which demands for dividing the market into major segments. Each segment is to
be examined and select the marketing segments which are profitable to thc company to concen-
trate -

4. Designing Marketing Qti ategncs

After selecting targct markets the marketing manager has to develop a plellmmary

marketing straiegy for introducing a product into the market. In case of consumer market, the

company has to develop a positioning strategy. The manger has to initiate new product develop-

ment, testing and launching strategies. Modification may be necesary in a prcduct strategy at

different stages of product life cycle.

tential for long-term oppurtunuties on

89




90

5. Planning Marketing Programimes ' L ‘ st
The marketing expenditure and marketing objeCtEQes arc the two major components in

planning marketing programmes. There is a relation between marketing expc"n‘_diture and mar-
keting objectives. A marketing strategy cannot be transformed into marketing programmes,

| ~ unless decisions are taken on marketing expenditure, marketing mix, and mal‘kﬁrting allocations.

6. Organisation Implementation and Control

The final task in planning process is organisation ofmarkct_ing resources. This is folloed

by execution and controlling the marketing paln. The marketing organisation for this purpose

consists of specialists like sales people, sales manger, marketing researchers, advertising per-
sonnel, product and brand managers market segment managers and custom ﬁt service person-.

nel. _ S -

However, based on the practice we can identify and suggest some important steps,

~ which can be commonly applied for effective marketing planning, Marketing planning includes

~several steps. The first is to emphasize the need and machinery necessary. In marketiing
planning the steps which are particularly applicable to the most types of plfﬁns are described.
" below:

1. Planping Commitice | : o ‘

It is the planning committee which {@%s marketing plain. All functions in respect of
which plans are prepared are ini: - laied quéahy change in one activity will have its impact on
the other areas. It is thercforn nceess discuss at some stage and at lehgth the targets of
various departments lIke prov. i, -&*hsing and public relations so that a mutually agreed
plan is finilised. o - j

The Planning Comimitiee plays a vital role in the preparation and execution of plan
estimates for various regions and finalises a workable programme. - ' '

2. Formulation of Objeefives

. The next stage in pianning is the formulation of objectives of the plan and their definition

in qualitative terms. Deternunation of marketing objectives maybe attemptediby the marketing -

experts with the active involvement of marketing department. But the definition of marketing
objectives in quantitative feims i.c., the drafting of the plan is the task which is left to be formu-

lated by the marketing department alone. It is the body of experts and specialists in various

fields of marketing activities. e ‘

It has the necessary daia and expertise at its .command. After due deliberation and
. . . - e . -
thought it works out markelsig picining for e company and presents it to thf:‘ top management

for final approval.
_ ‘3. Plan Period

A plan can be prepai'ed for a month, quarter year or an year. A plan piriod is the pericd

for which a plan is prepared and employed. 1t is essential that the length ofthj period for which
a plan is to be formulated, should be fixed well in advance. Moreover no standard period can be
fixed for all types of plans and for all types of businesses. The plan period décides the charac-
ter of a plan. Hence, a plan can be prepared for a short term, medium term and long term. A

number of factors such as type of product, size of market, trade cycle, product life cycle, etc.,

would greatly affect the length of period for which a plan is to be prepared.

Viig




4. Collection of Information

A product can not be made without raw matenal lee\wse a plan cannot be formu~
lated without sufficient information and data. A lot ofmformatton is required to be collected
and classified to make a plan. If required information is not used to build plans and sub-plans,

"a plan can not be formulated in a workable manner and such a plan would be misleading.
Information about internal and external environment is also required to analyse the data. A plan

cannot be made guessing market conditions. Right information is required in making a sound

marketing plan. It may be rightly remarked that a plan is as good as the information on which
it is based. The sales planning which rests m part upon this market mformatlon is involved in
setting up tasks or goals. :

5. F orecasts

Forecasting is an art of drawing conclusions about the future. One of the steps in- .

volved for effective planhing is the forecast of various factors for the future.

The sales estimate in total and by major classnhcatlon of products may;, in an established
enterprise, be underdtood as a forecasting of performance. As a forecast, it may be used not
only by the sales executive, but also by financial, purchasing and production executives as the
‘basis for arriving at a coordinated plan of operations. The sales estimate may be considered as
an assigned task. It would then be used as a basis for the assignment of responmblllty to group

‘and individuals within the sales organisation, \)
6. Identlfymg Alternatlves ?Q
After formulating the obJectlves th tep in the preparation of plan is the develop—

ment of alternative courses. of action. It is common to have several alternatives and it is the
responsibility of the planner to find out the alternatives. In this process the planner tries to
eliminate the most unviable and uneconomic alternatives so that there may be only key alterna-
tives for further analysis. Thus, developing alternatives is a must which helpa marketing man-
ager. - :

_ 7. Evaluation of Alternatives

After finalising key alternatives they have to be evaluated from the view point of plan
period objectives, resources, risks involved, workability so that satisfactory course adoption can
be taken. There are many statistical quantitative and operatlons research techniques wlnch
help a planner to evaluate the alternatives.

8. Selecting the Best Alternative

After evaluating all possible alternatives the planner has to select the best alternative.
Though there are various ways to evaluate alternatives the intuition method is the most popular
one. Alternatively the other method is to weigh the consequences of one against the other. The
following factors are generally considered in such a situation name]y risk, economy of efforts,
timing, resources, experience, etc.

9. Preparation of Budget

Budget is also an important part ofplanning. It is a plan for coordinating the various

operations of marketing expressed in financial terms. It is prcpé-red_alon_g with a plan to'have an.
effective vtilisation of funds and for the realisaiwn of objectives. It is a Ainancial or guantitative

9]
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staternent. It is designed 10 assign sales goals and budgets to'respecli\fe tefritories, It is a
financial aspect of the marketing operations.

16. Adoption

The ddoptlon of the plan is the function of the top managemcnt It can make any
changes in the plan it likes, but generally they make no drastic or far reaching changcs in the
draft plan. The plan targets are mandatory on all executing agencies.

11. Supervision

A supervision of the fulfillment of the plan is onc of the fundamental pre-requisites of
planning. A marketing planning cannot be considered good unless it takes into account the
course of the fulfillment of the plan. The process of planning is not mere fillingjup of tables and
bulky documents not rclated to of the accomplishment of the plan. A plan becomes a mere
scrap of paper unless objectives are achieved. An effective supervision requires an indepen-
dent body of experts lo see the process. The body should evaluate plan objectweq and nnple-
mentation in strictly impartial manner, f S

12, Execution

The responsibility of planning committee which prepares plans is on])l an indoor fune-
tion. It is not concerned and has no power to implement or execute the plan. The execution of
the plan is the responmblhty mainly ofmarkehn@partment. The various depa | ments maintain
continuous liaison with the marketing depa which, after all, is the final allIthority so far as
the execution of the objectives of the plg rﬁ»concerned

Implementation is more dlf@t than making it. Fmay have to be constant]y changed
during its cxecution to cope with changing facts. There have been many failurcs in the execu-
tion of marketing plans. The gap between promise and performance seems.to
the cases where plans are not.drawn effectively nor have a machmery to exe(rute

13. Following up f

The whole exercise of planning will be a wasteful exercise if implerLentation is not
effective. The actual performance is to be compared with the planned targets. It means a
follow-up of action is necessary for the success of a plan. In order to achieve proper follow-up,
the planning committce with full support from the management should devise an efficient follow

_up and feedback system. It is very useful to the corrective measures and reyise the plan if

necessary.
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Befere ﬁnalising any mar.l_(e'ting activity, series of phases should be identified and analysed
in formulating marketing planning: Discuss the steps involved in marketing planning. .

......................................................................

5.6 MARKETING STRATEGY

-
Activity -1V = _ - ‘ | :
|
|

Meaning and Nature of Strategy

The word strategy is ised generally in'war operations. Itisa proce's_s of planning and |
directing an operation in a war or campaign. Military strategy, is an examqle'.

Itis difficult to uncover what is generally meant by strategy. Acco}ding to the dictio-
nary, it is 'generalship’ ; the science or art of combining and employing the means of war in
planning and directing large military operations. It has also been defined as skilled management
in getting the better of an adversary. Sometimes, it is considered the method of conducting
operations through manoeuvreing: . ‘

- The word strategy has been adopt@ough from war terminology, today it is being
increasingly used in various fields namel nomic strategy, police strategy, crisis strategy etc.
When it is applied to marketing it me, s%blan or policy designed for marketiﬁg of an enterprise.
In the context of marketing, str%§~refcrs to the firm's overall plan for‘ dealing with the
existing marketing environment. IMsa plan, procedure, programme of action and employment
of funds and resources to achieve the objectives of marketin_g. o

Marketing strategies are plans designed to combat the plans of the ‘cdmpetitors in the .
market. They help as framework for guiding marketing plans and actio\n. For instance a
company may follow a strategy of charging lower price or higher price or employing profes-
sional force than the competitors' force or advertising more heavily than the competitors.

As James B. Quinn points out, "Goals for objectives state what is fo be achieved and
when results are to be accomplished, but they do not state how the results a*e to be achieved."

That is where marketing strategy is essentially a pattern or plan‘that integrates an
organisations major goals, policies and action sequences info a cohesive whole (James B. Quinn}.

Therefore marketing strategy is directing a proper marketing mii( towards a larger
group of customers or market segment. :

5.6.1 FOURP'SOF MARKETING STRATEGY

Tinrketing Mix'
iz [if proper analysis
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3. Physical distribution strategy
.. . 4. Pricing straiegy .
The nature of each thhe above strategy is discussed below :

1." "Product Strategies

Under this strategy the firm has to.go into the details about the exact product. It is an
important area of strategy that deals with developing a new product, fevel of product, quality,
launching new products and dropping old products. The marketer must carefully and timely
study the strategy of competitors, their plans, timing of action, re-positioning or re-launching
: existing ones. A firm's strategy and weapons to attack competitors should direct towards

adding new features, utilities and benefits. The product portfollos balancing element should not '
be 1gn0red :

2. Promotienal Strategies

- Prometion strategies are adoptn:d generally by all the marketers with a view to stimu-
late market demand. Promotional strategies may include the identification of suitable advertis-
ing platforms and advertisemeni media, suitable to territorial local conditions. In this the role of
world class professionals like public relations role should not be ignored.’

Taking into consideration the plan of the competitors, a marketing communication mix -
should be adopted by spending more on advertising, to |¢ every consumer to know the
qualities, benefits and price advantage of the product red to competitors' products inthe .
market. With a view to cover new products, se s and markets, sales-force should be -
organised and trained. Special sales premotion s %s should be adopted in addition to gen-
eral advemsement programme as a part of its promotton policy. '

Promotional strategies have their own posmve role to play in the market to stimulate the
demand for the product. A sound promotional stragtegy is one when it maintains the existing
customers, which isa permanent market, for ex:stmg products, as well as to create market for
new products.

.3_. .‘ Physical Distribution Strategies -

‘Physica] distribution strategy includes thinking of adequate shiops which would need to
be induced to store the product and the process of sending the products to the shops and so on.
The prmcuple of rlght place and the right time should greatly influence the marketers. T* .
actions, reactions and operations of the competitor should be investigated and accordm gly coun-
teracted

Transportation of goods to the required place and time are crucial issues for every
marketer. For this purpose large deparimental stores are the best to stock. They are called.
exclusive shops. A marketing mix strategy requires world class professionals, then strategy
making become so exciting and challenging. Some marketers, however, may even decide on
selling entirely through the sales force. But this method is an expensive one. This is where the
competitors plan of action should be considered and discretion is to be used.

Chogsing the appropriate channels and deciding the levels of cusiomer servioss alse
will come under this category, generally termed as placement siratenies. R



4. -Priciﬁg Strategies : : : ‘

‘Marketers adopt aggressive price strategies along- with other strathgies. Under this,
lower price may be offered to Boost sales and capture customers. But the strategy of pricing
should be considered diligently from different angles. When fixing a price tte marketer shculd
sce that the price shouid be reasonable to appeal to the masses. If the price is too high majority
of customers may not have the buying power. On the other hand, if the pricelis toc low, not only
image may be created but also there will be a rush for the product. Prig.in% strategy of a price
cut would attract new buyérs. : ' S

: Price may also be lowered through price specials, volume discounts, easy credit terms
etc. One of the pricing strategies is setting the price to skim or to penetratelinto the market. It
is also possible to set different prices for different market segments and deﬁ'ﬁiding how to meet

.the competitive pricing. ' o

The above four elements of marketing strategies have been -discus'f;ed very briefly, as
each of these elements will reappear in separate sections in great depth. The objective here is
to identify the clements of strategies. Thus starting with identification of j’our strategies, we
have ended with marketing decisions. Infact the strategies described above emphasize how to
‘achieve the marketing objectives. The four elements form broader framework for formulating
programmes as to how the resources will be manipulated towards the end. ‘

Inspite of above discussion the important strategy is timing, which‘is a critical aspect.
The right action and taking right decision gt the right time is of great imp?rtance. There are
many concerns which are victims of wr ithing and bad timing of strategy. Co

" Itisrelatively simple to t&uﬂh’ese areas of strategy, but the overriding responsibil-
ity of marketing management con$§ists in selecting the optimum combinati(}gofpersuasive de-
vices and physical distribution techniques. Much of the decision will be aide%d by that part of the
marketing plan that deals with the coliection and analysis of market information,

The main aim of strategy is to win over the strategy of the competﬁtors.
Activity-V ' - ‘

In connection with marketing strategy, please identify, list and describe the 4 Ps of
marketing strategy. S ‘

.........................................................................

5.7 SUMMARY

Marketing planning is a very important function of marketing management. Planned
_ _markcting is still little more than a text book phrase for the majority of comPany management. - -
Planning involves thinking through the general form. It determines alternative courses of action
and selecting the best one. It involves forecasts, objectives, policies, progra(mmcs, procedures,
ete. : o ' :

_ . The words plan and planhiﬁg are different. A plan refers to a formal paper document.
- On the other hand planning is a process of making plans. A plan has a umi\)ef of features

",
‘ b

5



wh:ch describes the nature of plan, It covers mental activity which’ 1nvolves steps, futurity,
contmcren(:les standards, programmes and procedures. :

‘The importance of planning is emph351sed frotn co- ordmatlon foreSIght trade cycle,

competlllon technical efficiency. management by objectives ctc. The process of planning in-

volves a number of steps such as defining objectives, gathering information, designing premises,
‘ choosing alternatives, etc.

5.8 SELF ASSESSMENT QUESTIONS

L- Short Answer Questions

1. Define .-the terms 'Plan’ and 'Planning’.

2. What do you understand by the concept of marketing planning?
3.. Distinguish between plan and planning |

4. What is the difference between polfcy and strategy?

5. Wrilte short notes on : ' |

a) Plans are nothing planning. is Qverything.

S o '

b) Programme.

II. °~ Leng Answer Questions.
i P.lanning involves a choice between al@atwe courses of action. Dlscuss
2. Define marketing'plan_ning and explain its characteristics.
3. Discuss the'_natufe of planning.
4. Explain the various steps in planning pr{_i»ce;ss.
5. Elaborately explain the importance Ofrﬁarkéting p_lanning.
6. What is marketing strategy? State its characteristics.
| 7. How do you measure the appropriateness of marketiﬁg strategy?
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5.10 KEY WORUS

Price
Plan
Planning
Forecast

Plan period

Key factor

- The money value fixed for the product or
SCrvice. ' ‘

A formal paper plan and a n{.‘locument.

[t is a process of making a plan and the strategy.

it is a futurity and determination of course of -

action to achieve desired résuits.’

A systeniatic attempt to invésti gate the future with
inference fronmi known facts. '

A fixed tenure for which a‘plan is prepared. -

A limiting factor that will i:hﬂuence and limit the

activity. ' ‘

O A skilled management in gbtting the better of an

Straiegy |
_ \g
Q

adversary or competitor's plan of action.




UNIT -6 : MARKETING ORGANISATION

-Aims and Objectives o

_After studying this Unit, you should be able to:

o e learn the concept of marketing organisation;
¢ explainthe principles of designing marketing organisation;
e understand feature, of marketiné organisation.
¢ describe the methods of designing marketing organisation;
» known the structures of corporate marketing; and
® | explain the changing role of marketing organisation.

Structure o

6.0 Introduction

6.1  Meaning of Marketin.g Organisation -

6.2  Principles of designing Markot qg Organlsatlon

6.3 Considerations involved in designing Marketin Q}msa‘uon

6.4  Methods of designing Marketmg Orgamsan?.,6

6.5 Corporate Marketing _ % o

6.6 Changing Role of Marketing Organisation

6.7 Summary

6.8  Self Assessment Questions

6.9 Fﬁrrher Readings

6..10 Key Words

6.0 INTRODUCTION

Before you proceed to discuss the meaning and nature of marketing organistion, iet us
nnderstand i brief about an organisation. A clear understanding of it is vital in the study of a
s -oating orgassetion Though there are various types of organisations like line, functional an
ine ndstatf organisations as genc.auy classified, marketing management organisation struc-
WiE T Wy v oo voral respects. o ' '

The terr, orzausaiion means a group of people and the structure of their inter-relation-

e ) ong whis comban their efforts for the achievemsent of the
irjectives; it refers 1o iderrifioat
and assignmeni of duties znd satsbiishment Gfdlld\‘r!i‘e- responcibiiniy, relationships amo
sus people werking within e ovasrization. It has been started that "the pmbicm of¢
is 0 select and combine the efois of men of proper characteristics so as t& prod Hes iR EEETHe

result".

nrgprsaticnal Zeats, U has defin o and prouping of activitie

oy
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Thus, an organisation is a system, body or group of people comprising various

sub-systems which are inter-related and inter-dependent on each other. In ‘ﬂhe words of Louis
‘A. Allen puts "Organisation involves identification and grouping the a&'tmt:es to be per-
. formed and dividing them among the individuals and creamﬂg authority and
responsibility relationships among them for the accomplishment of organisational

objectives”, S I

6.1 MEANING OF MARKETING ORGANISATE¢N

The whole enterprise is divided into various small units based on tllieir functions. Such
uiits are p&ra:n;lu.u:’i}'u:m_i,--ﬁ'mantc'e.3 advertising, information, research and devclopment etc.
Each unit is a separate organisation. Among them marketing is'becoming a more and more

' 1mp0rtant and exciting to anyone. The principles of organisation are umverﬁally applicable and
1:hey dre applied to the entire orgamsatlon ora pamcu]a.r department wnth11|1 the enterprlse

Each of the above units is Organieed separately. So within the bﬁoader organisation
structure of an enterprise there would have distinct organisations for each function. They are
production organisation, finance organisation etc. On similar lines a group tpf people working in
marketing department is called marketing organisation. In this unit we shalll discuss the specific

aspects of marketing organisation looking after the marketing function. |
|

In order to have an idea, regarding mareting activities, we must know in brief about the
~ concept of organisation in general as well rketing organisation in parLucu!ar The market-
ing organisation provides the means for; g decisions concemning proditets, channels, distri-
bution, promotion, pricing etc. Orgapisafional principles towards the marketing functions show

- the way in which marketing acti% are ogranised under various me'thoﬂs. It is the activities
which decide the pattern of designihg the marketing organisation. We must keep in mind the

- various levels of management also which have bearing on marketing orgapisation.
: |

Aetivity -1 - _ - | |

- Explain the concept of marketing'organisation. |

| 6.2 PRINCIPLES OF DESHGNENG MARKETIN(}

ORGANISATION o -
—

_ Organisation is a tool of management which facilitates to achieve the objectives. Mar-
keting professionals have laid down certain statements from time to time based on  common

. understanding, experience which may be called the principles of orgamsation The principles are
guidelines for designing a markeiing organisation structure. Therefore, unless we understand -

the principles we can not construct a good marketing structure. |
I

However, the fo]lowmg are the important principles of desrgmng marketing organisation..

00 o N o




" 1. The Princigle of Objectives

_ The marketing organisation structure should consider the objectives to be accomplished.

- An erniterprise hast to define clear cut objectives relating to mark tinx area. Marketing organisation

. should serve as instrument to attain the defined obj ectlves To achiove them a separate mar-
keting organisation has been created

A separate organisationa! structure should be developed to be achieved and performed
by specialists heading the organisation. The head of the organisation should facilitatc the contri-
bution of individuals and group in co-ordination with other functions in the attainment of the
marketing objectives. The object of creating a separate marketing departmient for an organisation
is to work towards attainment with'professional efficiency and with minimum possible costs.

2. The Principle of specialisation

. The principle of specialisation refers to principles-of division of work or labour. Specialisation
is the basis on which a particular type or set of activity is differentiated from another. Total
activities of the marketing organisation should be divided according to functions and every
specialist is expected to be responsible for it. Each performs a set of activity distinct from
others. Accordingly, the work shoulg be assigned to the specialists, according to their physical,
mental and other capabilities. . Different jobs are assigned to different pcopiz on the basis of

their specialisation. ' '

For instance, copy preparation, advertisement, exhigitions, media speciaiis.s olc., are the
jobs which are assigned to the individuals.on the basi Heir specialisations and iabifications.

Division of labour and specialisation i asic principle of formal org. isation. The
entire work is divided into a number of smal rations and each operatlon is performed by an
individual so that there is total spemahsatlon of functions.

“3. The Principle of Departmentalisation

Departmentation is an integral part of the organisation. Itis divisionalisation of marketing
activity as self-contained unit. It is a process of grouping of all marketing activities into small unit
for the purpose of facilitating marketing organisatio, This called departmentalisation principle.

“The integration of differentiated or specialised marketing activity and grouping of individuals
into department, division or section is departmentalisation of marketing organisation. '

It is a process of dividing large orgnisation into single identified function. Marketing de-
partment is a distinct area of activities over which the head of the department called, marketing
manager has been given authority for the attainment of objectives. This principle groups the
activities and employees into a singic department which increases the operational efficiency of
the enterprise. It assigns fixed responsibilities to a marketing manager. The object of this
principle is to ensure efficiency of management; better control and ensure dceountability

4. The Principle of Fbrmaiisation

The prmmpleof formalisation lays down all pI'OCECILH‘u‘,\,\mmi i5, PUHICH: ~”.-.{‘--'!="= PROLAMDES

~ in written form. This makes a marketing organisation to become ll_lldt:p-.
- who founded it. It is a structure of jobs and positions with cieas iy eiined Jiu:
ties and authority. A marketing organisation is a formai unit, wherei o s
two or more persons are deliberately coerdinaied towards 1ha 23 g 0 L Lo
objective. ' .
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- keting organisation primarily deis @

Marketing or{,amsatxon is a foymal orgamsatlon because it has clearly deﬁned _|0bs bear-
ing a definite measure of authority, responsibility and accountability. The mdxvu:luals and their
inter reiailonshlps found a place in organisational chart or manual. - |_

4

So formalisation of marketmg orgamsatlon refers to the structure of rwell defined JObS,
their inter- relallonshlp, with definite authority, resp0n31b1I1ty and accountabllﬂry '

*

3. The Principle of Centralisation _ . o . I

The word centralisation refers to the degree of concentration of dec1§10n making power
at a level. [t is the level at which authority for decision making is centralised. Centralisation
describes the manner in which the decision making responsibilities are not divided among the
many ai ditferent hierarchical level.. The principles of centralisation is concierned with design-

ing with formal repor lmg relationsh:ps and information systems.
|

ulilmdtely leads to hlerarchmal levels and span of control, Under this pattern, the

~decisicns on all marketing matters are taken by the functional head and only dperative decisions

|
and actions work at lower level in the organisation, which are inturn subject to close scrutiny,

coatrol and close supervision of the head of the department. It means decisions are taken at

higher point in the o_rgalsatlon but not at a point of operative level. !
|

This principle increases the importance of the superiors role. It facilitates personal

leadership, uniformity of action, and prov:de mechanism for integration,

6. The Principle of Orguisational S!ru@@ '|
: I
The marketing departinent 15 a \,rndmbatlon with its grouplng of individuals. Mar—
%: . ~"individuals, establishment of inter-relation- -
ships and authority among the poop v - :H wiiiin i marketmg department Their posi-
tions, authority and their elationships are .iruz.red which gives the orgamsatlon its specific

shape and identity. ' - |

The structare of marketing organisation is generally shown on an org:amsatlon chart of a

job iask pyramid. It des.tir . the a1 thority and responsibility relationships between various

Jndividual speciidists (i w #'r ceions in miarketing organisation. It may be mentioned that the

marketing orge yisationz! s v . e 38 directiy related to the nccompllshment of the marketmg
objectives. , |

So the stracturs - Loiidd not be rigid but flexit.c 2nd d\fn-imnc to accorﬁmodate changesin
marketing environnie it e are many types )1 organisational structures to choose f'om 1o

fdt,lflla!: the achicvemet vi ohmctwes managwiial control and cost. .
|
|

The Prmup!e Jof Evalaatien

A geod evaliaion mechanises s zeneniist e achicve the 0b|ec;1\fcs of markuting -
orgamisztion. The principle rrovilie uien s 0 < Lrsisal and cdmoensation. k.
systera fop APPeiEd ot vt lanne e Ler ns SF e wrenp ofemmo}&q Veoriog m
MArCHNE CESan iz . 5 visTh - n o L iae and aanp- wrt I Tt measii.ors the
degroe ofazenmyebal o Gorde T g L Lyt LU, lJ cepha.
sizes howswell ar o --";~. S L WU T "} sten’ ‘ﬂlc de‘- CIION DY fh
coployoe’y job vy wtdeaibiann e o 0 o L agtahlish plen ot imprevemnsnr

o |
wanagement ofiindividuals in the marketing
s tustion and omensation recognises reviar. -

| :

COng of the mes Lot
organisation s oo pensa o, The | sk of




' ing employees who have contributed to the achievement of the goals of the marketmg organisation.
~The) reward may be financial and non-financial.

8. The Principle of Organizational Head

The marketing function is itself a separate organisation which is headed by professional
specialist known “as marketing manager, This principle cnsures unity of command in the
organisation. It means that there is only one boss in the organisation from whom the directions
and instructions will move. This principle is based on the premises that receiving directions from

-several authorities may result in contirsion, chaos, conflicts and lack of action.

The unity of command will avoid conflict of command and help in fixing responsibitities.

Y The Vriueiple of Definttien of Tasks

The activities of the entire marketing organisation arc divided into several taste ar 39bs,
Sosvery position and a job in the organisation should be clearly identiticd and dofi,, A ie ralgiion
to other position in the organisation. Thus each position and job is disunct 4.0 conaenic. St
larly their duties and responsibilities are also fived and assigned o svery see v - 03 G
enable them to do their jobs. : :

Activit}' -7

State the orincinies required for designing a marketing organisation.

6.3 CONSIDERATIONS INVOLVEE [N DESIGNING
MARKETING ORGANISATION

The study of m: ;.‘Ketmg organisation for goods nerkoting may be more realistic if we
emphasize s few considerations v ved B desinning ma. ating organisation. :

Marketing organisation .3 .inorinore different untess you consider some factors emerg-
ing from consumers, warkets i products. \:wiﬂz»i}{-' iT rmgi\r seem that we should discass
those ¢ siderativny in detail, so thar we can wnder o » process of what |t is intended o
accomnl: '

The foliowing are the basic considerations to be considered.

1. Marketing Objectives

The mark{‘f!;;:' N ,y.,

o

SeveEs muet EMETRE nut o

R.flrmg ohj&:m.ws specifivally cover the plan o achieve -
a Jewlrn of customer image and impression. Fm the purpose 0-'- :

u{!i.‘.. ity
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- plants, anti-poliution plants, computers, etc. S |

N

the marketing objectives a suitable marketing drganisation would have to bel designed. The

pattern of orpnisation may vary widely depending upon the firm's marketing objectives, For
instance a flem which strives to have desired customer image, and competilivie posture would
need a different type of olfranlsat:on than one whose objective is to have the highest profit

levels.

2. Nature of Product |

The second consideration involved in designing the .marketing_'oréanisation is the
nature of product to be pushed. Depending upon the nature of the product a suitable organisation
has 1o be designed which would facilitate achievement of marketing objectiv!es.
' : ' B o

In the case of some products there is no need to have special skill and training relating to
the nature of the product to sell. There are some products which are widespréad in the market
which every consumer is understocod and comprehended. Take the example df a firm which is
producing and setling soaps, toothpastes, hair oil, tea, textiles etc. The business houses dealing
with such preducts need not necessarily recruit sales force with expertise dl‘lld special _knowl-_
edge in designing the marketing organisation. They need no trained people tojeducate and train
customers about the effective use of the product. '

On the other hand, there are some products in the nature of durable comforts, prestige. In -
respect of them, customers are not well understood and comprehended. Product category of
this nature may include refrigerators, coolers, air-conditioners, domestic appllances solar power

the product before approaching pot ustomers. The salesforce 5h0u]d have specialised
knowledge and professional training! he sales representatives dealing in sug,h products would
have inturn to try the buyers about effective use of the product, and also dfter sales scrvice -

depdnment should take care of customers compiamts |
|

In respect of these products the% ers must have atleast functionallkn()wledge about
C

3, Legal Issues ' o I
: : |

A design aﬁd_structure of a marketing organisation would also vary depending upon the
legal environment to which product belongs. The legal complications impinge on marketing

operatwn The vaiious leslatwc enactments governmg the product categaljry affect the mar-

Kketing organisation. For instance the Drugs and Magic Remedies (Objectionable

Advertisements) Act, 1954 controls ihe advertisements of drugs in certain cases, prohibits the
advertisements for ¢ortain purp.- oo ot remedies al]eged 10 possess magic qualities

A magic remedy imcludes talisman, wnanthra. kavacha and any other t:harm of any kind
which is alleged to possess miraculous powers for or in diagnosis, qure, treatment or’

preveniion of any disease. Similarly some other products are subjected to diertain restrictions.
So the marketing orgaisation is also affected by the type of legal restrictions and regulations.

; . |
4, Epvircument

|
‘Marketing decisions in general and marketing organisation in particular would vary much
\,fgf.ndnw ort the environment in which it operates. The external factors at I{he level of the firm
consists nf economic, political, social and cultural factors. All these factors would greatly

Smhuence the nature and composition of the environment. All the. » factorg will make up the

opportunities for and threats to marketing organisation. Similarly. th internal factors like re-

U sgirees. capabilities, image elel, would affect the operations of the Jivm ingluding marketing.

|




The ecconomic environment i.c., the structure and the nature of the economy, the stage of
economic development, resources, income level, distribution of income and assets etc., impinge
on the marketing organisation. ' '

In respect of certain product category a country's culture and heritage umpose restric-

tions and their marketing affccts the marketing organisation. For instance explicit media adver-

tising for alcohol based drinks js not permitted in India. Whereas some other products like
drugs, cement, fertilizers etc., are subject to price control and the -}roduci like sugar is subjectto
dual pricing like levy price and free price.

5. Policies

A policy is a guide to think and act by subordinates for successful implementation of

marketing plan's objectives. [t is a verbal or written or implied guide setting up boundaries to -

operate within. The policy framcwork of a company is alsc affected by the quality of the
policies. A marketing policy is a course of action designed to obtain consistency of operation
and decisions. Itisa gmde to specific decistons in a market, pmduct category, or functional
market.

- Marketing policies as far as possible should be consistent with and irsplement
company wide and conform to long standing. Policies should also be coritinuous from time to
time unless they become absolute. An outworn policy sometimes may act as an obstacle to
exploit new opportunities. Thus policies play a dynamic role in the process of designing a
marketing organisation. Moreover a policy should alw@be dynamic and flexible.

&, Nature of Industry ' : ?‘

The design and structure of a mar %orﬂanisati(m depend on the nature of the
mdustry to which a business. Change in habits, taste of the customers would influence the
nature of marketmg organisation. Every mar keter has to face a tendency of fast changing
customer preferences, This is particularty true in the case of textites which is characterised by
fast changing customer preferences. A firm operating in sech products nceds a mar keting
organisation which is dynamic and flexible to adjust to the fast changing situations.

The marketing organisation is also affected by the degree of technological innovations.
consider firms operating in electronic based products. -Such firms invariably need a marketing
organisation which is flexible to adapt to the rapid technological changes.

7. Location .

The most important consideration in designing marketing organisation relates to the issue
of location of the market 50 as to attract the maximum number of customers. Some firms serve
only limited localised market, while some others operate in fixed locations. The design and” -

structure of marketing orgnisation would also be influenced by location considerations.

Marketing organisation bascd on geography is adapted if there are many markets which

“are located at great distance from one another. There is no choice but to have a separate

flexible and autonomous marketing organisation at the local market level.
The best example of this marketing organisation is multinational corporations.
8. Number of Markets

Yet another consideration in designing the marketing organisation is the number of

105,



- as by func "n’m vroduct; geography, market, ete. . |

Y. Dtversiiwd Produets ' ' | !

markets that a firm caters to. This favtor intluen.es the decision regarding the 'typ¢ of organisation
that a firm should adapt. There are various methods for demgnmg marketing organisations such

The marketing nrzanisation is also affecied greatly when 4 firm is opera,tlng, s with highly
diversificd range of products. Such firms need a distinct marketing or,s:amsatlon to effectively
market cach pinduct. Depending on the similarities in the nature of product, a suitable -
marketing organistion would have to be designed which should facilitate achievement of
abjectivis of producing highly diversified range of products. Equally important factors that
the markeisr should consider is the type of customers and the similarily in marketing

channel. !

Generally speaking firms which sell a number of products need separate marketing
organisation, For instance ready-made Children's garments, uni-sex garment$ etc. The type of -
rarketing organisation to be selected would depend upon the number of modejs or ready-made
2 rments. The firm has to choose and segregate its range of exclusive pretium price wear
trom the medium price range. Accordingly, two sets of retail outlets are td be organised. It
‘amounts to organising two separate marketing teams as the two ranges of products =-¢ mar-

13 Numh&:r of Products

' Keled th mugh two sets of retail outlets. : ' |

: |
&ctwnty L ' Q\b ' S

|
st specific LOHS]deI‘aUOnS pertammE @z igning ofa marketmg organlsatlon

&4 ME T“ODS OF DESINGING MARKETING :
ORGANISATION ' L !

_indiscussing about marketing organisation it will be wise to bear in mind the fundamental
sutire of organisation. A marketing organisation: structure may be considered as a way of
o3 vay

“ohiaining job specialisation. In any method of marketing organisation the activities of the similar

rature, requiring the sale of similar Skllls are grouped together in a unit manped with personnel

wiit are specialists. |
|

!‘.1arketmg organisation may also be considered as a system of sourceiof communication

~ tor iransmission of information. The first step.in setting the marketing organisation is to classify

{he total marketing tasks into groups of activities that are similar. The acu{fmes of marketmg
und te cluster around products, market, geography and functions. |

Based on these activities, on ifie whole the bases oforgamzatlonal sﬂructure relating to
markeimg activities are classified as follows :

1. Functional Organization : |
2. Geographic Organisation



3. Product Organisatio'n
- 4, Market Organisation

5. Matrix Organisation

The nature and working mechanism of various methods of marketi1g organisation is
described below ; ' '

i. Functional Organisation

" Based on various functions of the marketing department. functional organisation is de-
signed. The various functions performed as part of the overall marketing function constitutes -

tthe basis for organising the marketing structure. The various functions are looked after by
functional specialists. Accordingly each function is assigned to a specialist who finally reports
“to the marketing manager.

It is a common form of marketing organisation. Under functional organisation, it is the
functions which determine the form, structure and size of vertical or flat. organisation.
Marketing specialist, called marketing manager or director of marketing is in top position of the
marketing organisation. :

In this structure plans and strategies are made by people who are specialised tn market-
ing. Under functional organisation, various activities of the department are classified according
to certain functions. The most common functions in ma@ing are :

a) Sales . 0

b) Advertising . ' ?N
¢} Distribution : ' @

d) Research | '

'e) Customer service

d) Planning

) Mérketing infbmation-systems etc.

These are the most common functions of functional marketing organisation which are
carried out by different functional specialists. These functions are not fixed and uniform in alt
organisations. Additional specialists may be created depending upon the requirements fike
‘market logistic manager, dealer relations ete. : '

Depending upon the nature of the product, service, or industry there may be possibility to
have some functions which are not covered above. For instance public relations function, quality
control and other staff functions would also be important marketing functions. In large
organisations al these functions may be individually identified and differentiated. Asa matter of
fact they are actually separate functions held by specialists. In the case of small organisations 2
or 3 or atl functions may be handled by just one or two individuals rather (han specialist in a
particular function. So in such a small firm all the functions may net be individually identitied and
differentiated. ' '

_The marketing organisation is headed by the marketing nianszér or director of marketing
and under whom different functional specialists work. They have w resort to the divector of
- marketing. The director of marketing has overall responsibility #2- .narketing.




A marketing organisation set up on ‘fu_nctiona] basis might look some what like the one

shown in figure. 6.1 . . : l
- Figure 0.1
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1. Simplmty _ . ' - - B

- Advantagcs

ri

The form of functional structure illustrated is the very common form. This structure is 1

i
probably found more often both in industrial goods and in consumer goods marketing because of i

the followm g advantages ' : _ - _ A

The o - offunctlonal marketing orgamsatlonl it admmlstratwe blmphClW In small
firms it will work effectively.

- Specialieation-

The structure ensures a greater division of labour and enables to take advantage of
functional experts services with maximum division. :

3 Efﬁeien:y

Experisi in different ficlds give mslruetlons and advise to the \J\forkerc Soit ensures h]gher
degree of efficiency. : '

4. Executive n: ;'eiupment

The hedd of the marketing function is expected to have expem se in orie functlon only. It
ensures to develop the executives. T \>

'8, Flexi'bility'-' - Q '

The torm of functional structure is not ver}@ pattern of organisation. It 1s dynamle and

_accommodateq any changes in the organisation without disturbing the entir siructure.

6 Large Scale production
| Specialisation and sta.nd.ardization of operatlons-ensure mass broduction.
7. Control
The form of functional structure ensures better con.t;-a].-
Disadvantages |

1. The main drawback is that the executive's span of control is large as he has $0 many
functlonal executives reporting to him.

2. This form loses its effectweness when the size of the orgamsatlon increases by way of -
products or area. :

3. Itis suitable only for large firms where expert knowledge in différent fields is a highly -

essentlal
&It may lead to conﬂlct among the people
5. Thisstructure is quiet impracticable and expensive'too'. Small firms cannot afferd
LT ‘ _It is based on Speuahsts rather ths an ara sl resuliing n creation of problein of suc-

ression.

AL



geography. In consumer goods marketin
. emphasized in marketing organisation ngEa;r

8. The marketing manager tends to create borders around himself and thinks only in terms.
of the marketing department alone, resuiting in loss of overall perspectiv‘le in dealing with
the problem of the organisation as a whole. : : : '

: ) |

2. Geographic Organisation - ' _ |

An enterprise operating in a national inarket often organises its marketing activities along

- geographical line. Practically ¢every firm producing consumer goods and ltheir marketing

organisation structure must to some extent reflect the influence of geography. It is wise to have

the marketing organisation on geographicat basis when the area of sales coverage is very wide
and scattered. - _ B |
. _ . __ o

In such markets there are clear differences in the market and buyer characteristics in

each area. Assuch the entire market is divided into several divisions or regions or zones asmay

be called, as per convenience and cach region has its own salesforce. Generally the consumers

- are scattered over a wide area and they are to be served effective ly and econ]omically.

, - | -
Accordingly, marketing organisation based on geography is created or z structure is cre-

ated on territorial basis. Many firms whose significant customers are |ge0graphically
widespread and decentralised give importance to geography and geography forms the basis for
marketing organisation. Usually, geography is much more likely to be the cedltral factor in the
organisation structure of consumer goods marketers, .

Difference in activities involved in m@%g consumier goods tends o scatter around
geography must be recognised as it is much
e. : | o
' | -
Organisation based on territo& geographical area is often used when customers are
geographically dispersed in different locations and product is mass market character and com-
pany is producing a national product. It is called as geographical organisation. It involves. group-
ing of marketing activities on geographical basis to be served by the concem. IT'hus-market'ing
organisation based on geographical basis become complete organisation unit ih itself and it can
concentrate on the needs of Jocal customers and local market. Regional marketing managers
will look after the local problems and extend services to the customers. of their respective
zones. - - . ' e o
|
For instance, marketing organisation by geography is better iilustrated by life insurance
business and Indian Railways. The ratlway organization is divided into various zones like north-
ern railway, southern railways, eastern railway, western railways, central railways etc. Simi-
larly insurarice business, telephones and dairy bustness in India is also organi sed| on geographical

bass. _ : - |

At head office there general marketing manager is placed. He mayl supervise other
functional specialists namely sales, advertising, marketing, research, MIB, accounts etc.
The sales manager working under general marketing manager will supervise zonal activities.
Under each zonal sales manager, who supervises district sales officers, who %intum supervise
sales force of a town. : -

. : |

'Advantages : o o ' | _
- |
1. Local contacts can be maintained. |
. . . | . _
2. Local managers can better serve local needssand convergent with Fheir needs and
problems. - ' ;




Figure 6.2 : depicts marketing orgamsation in which sales force is orgamsed on a geographical
. basis. The figure shows a typical geographical organisation structure. :

3. The various marketlng zones can exploit the local markets effectively.
4. It perrmts to take advantage of cconomlcs of Iocallsed operatlons such as transport cost
and low distribution cost.
S.  ltenablesan effective coordination 6factivities among regionél divisions.
6. - All regional or zonal managers have equal authority and responslibility.
7. " The basis of geography helps in expansion of business widely. |
8. Each zone of geography _méy function as an ﬁutﬁnomous unit.
9. This is the most suitable étructure, for large sized _eﬁterprises_.
' Disédvantages ' |
1. ltleads to duplication ofman.y routine and service functions.
2. Itrequires more manﬁower to admi.nist.er the structure.
3 1_'It isa costly system and so all organisations cannot afford.
4. T‘he prohlem dfcbordination among various regionzil units cannot be over-ruled
5. The cost of operation is heavy because it involves. deployment of able sales-force to |
. manage various zones. '
6.

" The central services from head quarters to vari?u ivisions will also create administra-

tive problems

Con
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3. Product Organisation

It is also called as brand management organisation. An enterprise producing a variety of

preducts or services may be closely related to product or product tine organisai’on. A product

management organisation involves grouping of activities on the basis of brand or brand line. It
is suitable for a multi-line product companies. Under tus method all the activities relating to a, -

particular producl or product line are group.d together.

_Organisation based on product category allows exclusive authority over product line. A
brand or a product 13 an important basis of management organisation because it ¢rates a product
division. The product category managers are-assigned all the responsibility relating to that group

of products. It means that in brand management organisation all the activities relating to

produet or group of products are controlled by only one person. The product category manag-

ers will have an extensive authority over the sale of that particular product or group of products.

It is usual (e have sales fores organisud on product basis when a compeary is producing a-
variety of prodi.cs ot brands i there are marned differences in the products and product -

characteristics. As sion thc entize market is divided according to product a: ad ook product
may have its own sales force its by creating a product based marasenient or p"rmauon Therz-

fore. when a company has a wide range of products, each sigrilicantly differe;j¢ fom the other -

in terms of physical and technical features, the sales-force is usually organi: ;ed around each
product or product group and establishes product management orgamsatlon

_ There are twe important bases for product diffe@iation namely :

i) Technical process. _ _ g.\?g}
0} Consumier characteristics o @2

Accordingly, salesmen's specialised knowledge of technology or the customers can ef-
fectively be used. The structure, therefore, constitutes an additional layer of management and
operates along with functional mahagement orgnisation. The marketing manager supervises
managers or sales executives of a product or group of products who inturn supervl £3 Procuci
category sales repreSP iiatives. ' :

~ The paiters of ¢i o nisation by product :nakes a sense only if a corupaiv « profucts ase

quite uifferent {t4.0 one another. When there are a variety of products, it heroaies difficult for

the functional marketing orgaisation to manage. Hence it gives rise tv iove an organtsation ofi
: £ 018 g &

~ product basis. The product ranse demands separate divisions for each product and each divi- - '

sion has its own sales.fore- .

For instance separate product t:ategory managers are incharge of cereals, pet foods,

beverages, a range of baby care products like soap, powder, cream, oil, eic. Again within each

product group there may be a separate sub-category.
Advantages

.- The product category managers can devote their efforts effuclively on developing o2z
cftective marketing m1~< '

2. The product managers have full knowfedge about the producl :md they can make sound
decisions, .

3. Product organisation facilitates training and development for ex_ecutives_.




control at the level of top executives.

4. The structurc permits product expansion and diversification.

5, A product manager can totally concentrate.on each product or line.

6.  Theprinciple ofspecialisatibn ts applied which may result in econorny.

L7 The patternt is simpler and easy to evaluate and compare the perfarmance of various

product divisions. :

8. Organisation on the basis of product 1s more suitable for large firms having multi-product
line.

9. Allocating overhead costs is not a serious problem.

10. 1t gives scope for the managers to exhibit their all round ability.

1. Reapons:blhty is fixed for prof"t inrespect of a partlcular productora partluular product
THanggers -

Disadvantages

1.+ This type of structure creates conflicts and frustration.

2. A product manager may not have an adequate authority to carry his duties effectivély.ﬁ

3, Co-ordination among various managers ke advertmng sales and manufacturing is not
effective.

4. It involves a lot Ofpaper work and iphstrative time.

5.~ The product catcgory manage not have an opportunity to become experts func-
tionalty. They have cxpert in thelr products or product groups.

6.  The structure is costly to operate because several managers are app'aomted to manage
several products,

7. Ashort term brand may have only short term brand managers. They ¢ hang‘e when there -

+ s a change in brand, -

8. Appointment of product managers for minor products is not economlc al and administra-
tively not convenient. o

9. Thereis a duplication ofroutme work in respect of each product or brand group. It leads
to wastefulness of resources.

10 There is a possibility ot disintegration of the whole organisation because of problem of

Iigure 6.3 shows aproduct type of mflrketmg organisation. This form of nrgam&atlon structure

~ismuch more common in consumer goods field.



Figure 6.3 : Preduct Organisation:
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4. Market Orgamsatlon

This method is also called as customer organisation or market centered organisation.
‘Market is the basis for this type of organisation. Based on user groups the basis for differentia-
tion is shifted from product organisation to market or customer organisation Under this type of

organisation, a product is sold to a diverse set of customers, a group of customers with similar”

needs and a common link between them constitute a market. Different customer groups or

. different markets form the basis for differentiating market and hence cal‘u] s l‘ndl‘[\tf wis10€-

_ment org,ams?tmn
: » ) .“
The urg.mlbdtmn sttucture of market orientation can be designed in the sasre wos 1a

product managetfient ~r_amsation. But here instead of produc. “waagers i dlstaited

knowledg: ¢t the products, there would be market managers eal,. having thoreugh
. kuowledge -about their specific markets or gqn aip of customers  EFach marked i the efore,
" considered as a separatc profit centre ane’ its specialist 1s assicned the role oF Luomess
manager with full responsibility and accountability for generating yotts. . '
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6.

5 Similariyt

_ Advantages

The knowledge and access to a group of custamers or market is the hass: . eeiein
market man=ootisid v zansation, Oragnisatior “esed on market may he dess T L panies
; I - B P L ) . el i Sl ke %
engaged in providing specisiis o lean e TSI & Uisier this method

the various rmarkeis ot 52 ¢ ey ale wie guide tor grouping activities, ‘

Soifa company sells s product to several markets that differ inthe purposes for which
they usc the product, the most important basis of orgnisation is the customer groups. In a
broader sense, an organisation structure based on customer groups is based on the recognition
that the customer is the most important person in the business, In consumer goods marketing
the customer group type of organisation is the most common form. In thisqtbrm of organisation
certain common functions such as general advertising, marketing researchr sales analysis work
may be undertaken in the central office of the marketing manager.

For instance

1. A computer making company sells jts computers to various groups of users ke general
consumers, business houses, banks, Government departments edudational institutions,
etc. Therefore, an organisation structure based on customer groups is desirable and
there will be separate sales force fur each customer group. '

~3

-Similf‘.rl)', Sonmsbiuction aterial. Ll slect i sol S, DUALE rdaed s, e asiries,
= huilding, Luiaing works, ete. In this, product is the same, user groups are diffesont
and distinct with different buying preferences and prectices, ‘ '

3. Ay ‘nairlines, railways and road Q)rtau  wolnpanies have two major distinet iy, -
iats Or customers to surve. Th passcnger *ro= - tat.on and cargo trapenoratisi,
ach i a sclL.aiale market h unsunct characteristics and needs a separate suitable
marketing strategy. It reg 2 imatching market organisation -wilh relevant skills of
function. Such markets requiic a different marketing mix of adveritsemen., uist bution

“hannel and price. _ ‘

£

4. - ‘lake for instance another example of market management organisation. A firm market-

- .ing building hardware such as doors, window handics, window frames, locks ete. For

these products there are two distinet customers  markets. ‘One ik haicware retailers

‘who sell to individual household customers. The second market is 0 sell to construrtion
companies who are bulk buyers. : '

v saacketis divided fatoyriaiting, wholesaling, foreign market. inoialment s '

M EXPOte, eig.

6. A bigautomobile servicing company may organise its markets inte heavy vehicle servic.
ing division, car servicing division and scooter servicing division, ‘

7. I= the case of educational institutions they vsually foilow this type of market orici.t2
organization. They offer doy courses. €vening courses. winter session, surntner session,
distance edvcation, private education and open systems to meet ihe requirements of
diffesent types of student customers. : ‘ -

1. Widely varied needs of custorners can be satisfied by the market organisation,

. it iy sintable for large scaie pioduces oo i awv 0P their own <aies network,




: Customer based'¢. g mien i.c-n can focus on the special needs or the cstomers.

Itemploys personnel witt hpCClal ability requir«d for meetm{, ditferent customer r\,qu o=
ments. : :

It provides greater satistactic to the customers Wh]th enhames tht, goodwill and i image
of the firm among “he public. '

6. Maskcting efforts are directed to meet the needs i e net Cul ey Zioups.
: Many organisations S have re-organised thelr structurc s irom geographical seliin g0 51
ket selling,.
Drawbaéks |

The tarket oricnted organisation is also not free from drawbacks. They are .

- L

[t creates 'ihe'dif’ﬁcuii.y of co-nrdination among the departmentis organised on this basis.
Thizyype of marketmg organisation is somet;mes coimp. -f‘ﬂtea by the tendency of cus-
_rr.m « Lo diversity. ' ' '

.3v resesult in consideratle uuphcatlon of sales servievs an Ysome ustomer dmak- '
!»ﬁw,a*}n_ :

T 'Mrr s a possibility ot less than optlmum use of space, ‘q,upment and speum isett per-

Figure ¢4 presenis 2 typi?@armt organisation
F& 64
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' . ' : ' o |
B:  The market group or customer group type of an organisation is much more common. It
is 1] ustrated in Figure 6.5 ' : '

|
. |
o
Figure 6.5 : Customer Group type of Market qrganisatiorli.
_ : 1
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5. Matrix Organis ' . ) _ |
fhe various ™ e of marketing manag:,. 1. v - Dcas, namely f‘ulnchonal, geographical,
product and mar-.  [orm of organisatior ~ have een Jd. cu sed above.lThey have their own
merits and demes ts. _ _ | Vo
. - | . A -.._ -‘
The marke ir g manager has to formulate and implement stratel”  s-i1ble for each
1 a-keting organ. ation. A 'lthe above methods are known as rigid and sgati+. ~ . " U7
. . . o i “‘»- :
in order to v - come to limitations on the abm'eorganié;ation_s,anewlrnarkt,tr C g tisata-
dndes’gned. S _ : T
Thenew str  ure . fmarketing organisation is known as matrix organisation. This metho:d

s kiow 1 as grid m thod. It is the latest method of marketing organisatiop struc ture. It has heen
siene e ed to establich a flexible structure to achieve a series of objective. . It is dexigned to
o e prowing size and eomplesit of adert- ' g Adonerne firmrdge res 50 or amsation
Rk sliuct e which is more fiev ble to aceti <l s ¢ . Ssand e l'micailv: Orieglui_. o ( -




Matrix organisation is created by merging the twe complirasittary vrganisations - the
product and the functional. The vertical functi. nal departimenfa! organisation and product-
organisation features are represented in matrix organisaii™. A matrix organisation is riore -
* suitable in multi-product, and multi-maiket firms which needs both product and marker

managers. In this product managers and market managers are mlcwrated to form a matrix
organisation.

In matrix organisation tasks are differentiated on the basis of functions and products:
functions and markets or functions, products and 1 -vk=ts, They arc integrated by means of co-
ordinating functions. There may be two or more bases ic. Tifferentiating the functions. I
Matrix organisation, products come under functional lines. composet. * “Fpersonnel drawn from
functional departments Further, there would be market managers.

However, the following are the distinguishing features of a matrix organisation.

I, There may be two or three groups and each gronp has its own boss,
2. Each group has its cwn act . ity namely functional, 'pmduct or market.
3. The groups have a place onthe 0:,. - -au  * structure and Formaily arranged They are

not informal groups nor formed on adlﬁoc b'm 2

ST

S

4. The product and functional mana, .cs hav- their swn roles.
" Merits of Matrix Organisation =~ . \>
i 1tis more flexible and dynamic. ?‘Q _
[tis more suitable to a multi-product a&mi .n.a‘_ ¢ ompanies,
It ensures .decentrahsa.uion ofdgpim;m mak. b ere Te many speciﬁ]ists ineach a: ce.
In cases where the tasks are hiohly uncertan. ¢ mpi-ix and n:erdependent. this metho i;
 more useful. I .
5. There will be abet: + co-crdination i'ma’.twﬁi'.; the prodict inana_ger and functional grél ps .'
6. It ensures betier planning and contrai. -
7. Emphasis is more placed on knowleaze and skiifs tallher bat: the rank of the individua 3 1
the organisational hierarchy. ' -
ﬂcﬁe_rits
1. The system is costly and crenes conflicts.
2. Several managers ar¢ to be appom.h A gL 'v atftais: to sunpori ali the hana §2°3
3 There is a problern of organisation of Mh TN e
4 In the matters of price f'xatlon for a particuia: ~eoduct or market wore will be 4 s

conflict.

u

B

The orgamstlonal prmmple of umty of somimag:t will not apply hccause thers: .te two
author!taeq of produci =anager and footieas! bosy '




Bosonne
pivent adirie est.

are de wn from various departments and hen* e thcre is al‘l absence of com- .

Tigssue of aurf ity ane' . ospo ity “an net be decided .

T gt Y ' : - _
A . . I

Vientdy and Looutthe anes o o dl gMNm L KETR rTanisaticn. o

R RN *R}‘ORATE ’WA 2] .&ET”“ . ' |
¢ e e - |
“ien a corporate buq.neas BroM s and expands it often establishes pranches i1 order to
i ey produsts over afarge Ll ory. There is no alternative toacorporatt hoay exc . pt to
2 o Ladise its activities by esl.’.ushing separate divisions and branch off’ce In the case of |
auiti-praduct and molti-inarket companies whose business grow /ey com, ett their wide mar-
et i rouns into separate di-1sions. In order to meet increasing co . erage ofte ritory, corporate
Souss s ore required 1o make their prodocts cger a lore territory !

A5 s result corporale iuuser o8 ) splic thelr markctmg aé vities into certam
F 3 osp
: e AT 1t parts of ke terrimry The marketing

- @2 K .~ athesi e he nature pf the branch and the
\ “be deor e of control needed by the head

ivi-iy.i Thew
Crgen s ctun adogt

egsu - Feentradisal - nl o oM Lan

il _ ' ' |
|

* e beanchor & e e =2 un theil own departme 14 ad services. Insuch

ofthe mark nuor oen geecs, .13 have to be handed over to the div'sions and

ar e odtiess, Here b0 in L Srtant & + marketine ~tivities., sincc there are two
: W . ) . | . B

v ot pamely
e : I _ |

S s

}iorporaie macsetieg o
124 ehzting organist on . e T
’ . . |

st Te ey soiviess suontd belong to corporate marketing

Yo fvpe of _
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|
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. ] : - I

Ty, es of Cgrgsomﬁ_@ K - “Jr::a.a;s;ation o S

“ssues Ihcr are fmn u:fferent orgamsatuon structures for the

As solusion to €k
corp: rate marketivr s1ler r.an‘ estosclect fromtham. - ° :
|

I \-i._*_-'I.uiin'j | o

U act the ofais on structore fhe, 2 will be. e orarkat’ olstraofars At Coope ale
oesg s Y an, that there will be no corporate marketing =shles ‘orce «r mar’ eting
A P L tunctions ar= perfo  med at corporate headquarte’ a The d:visir~n or branch

owr denartmert and s2rvices. As qurh all rawting s c“ “rities and € sovicns are
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'handled at the branch or d:vmon level. The branches market ali :,uch gooc 3 ard ervice, whict
are supplled by the corporate head offi ice.

The best example ol“thls type ofcorporate m‘srketmb struciure is t1° Sta o T ddl N
' poratlon :

2. Mbdemte Corporate Marketing

" Under this qtruclure the corporate marketmg, oﬂice prowdes / pe t 3MS SOMme . dctior s
to the marketing organisation at the branch/division level It tneau.. cc. rpor. te Fead juarte
have some corporate marketing staff. The corpo-ate level office extends some ce ralje: 2
services like advertising, sales promotion, market g research . © . analysis, plan nng, 1¢-

' cruitment and training; and development of pers innet. The corporate market ng stafl 1iso prr -

 vides' “divisions/branches cansultancy abSI‘itilﬂl‘S g request and promotir g marketing : warer s

throughout the company

3. Strong Corporate Marketing

Under the structure the corporate marketing organisation retains mzjor mail etirg, .1'1|c-_-
~ tions at corporate headquarters only. All major marketing actjvities znd services ar. pertorried

and controlled by the corporatc marketing organisation. Such compuaies hav. the - oWn_ |

organisation structure with adequate marketing staff, The division/t ranca level have on y v ic
mal marketing organisation and staff to simply carryout the instructicns and di e fmsi aed ’c y
" the corporate head office. The best example of strong cor, marketiv 2 i aliar Torrizm

Development Corporation so far as its hotel business is.c rned. This model alse 5 ovides
- several marketing services to the-division/ branch I 'si?ﬁch as advertising, s»les pa-motion,
- consultancy, marketing research, ete. o %‘Q“ '

4. Minimal Cor_porate Marketiﬁg

Under this organisation structure for the corporate marketing, the major proportion of
marketing activities and services is handled in the individual branch/ division level. Organisations
of such. companies lack many expert corporate marketing staff. The head office utdertakes:
only minimum corporate marketing activities at the corporate level.

The eorporate marketmg level provides only a few marketing services stich as explormg:
new product opportunities, scope for new market and evaluating them. The head office also
provides marketing support on receiving request from a division/branch level. Corporate heasi-
quarters also help divisions which do not have their own marketmg setup or which have a weak
marketmg organisation. ' <

Activity -V

Discuss various models of divisonalisation of corporate marketing structure. -
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6.6 CHANGING ROLL OF MARKETING ORGANISATION

Change is an important feature of modem marketing or gambat!on Slgmf'cant changes_
take place ever_\,day in tastes,habits, social and economic aspects of modera world. These
changes create new challesses and opportunities for new marketing orgdm‘;dtmm ‘These
changes make it appropriate to re-exanine the changing role of market.mg, management
organisation. . . : : . | '

. i . . . N o . 3 .' .. . .
Maodern marketers necessarily have to device a model of marketing o Yanisation to meet

" the new chanlleges and make use of the opportunities tor the growth of the organisaticn. The

important areas which create challenges for new marketing organisation are/ changes in social
environment, which mclude population explosion, education level, ]eisurefin"le public opinion,
ehdngee in economic environment, technical environment, political en\rlrorfment and mtema
tional marketing environment, . |

So corporate organisations invariably have to restructure their marketing organisation -
and practices in résponse to significant changes in business. The major ch-nges demanding for
ehangmg role ofmarkehng organisation may include globalization, merger and acquisit: A, re-
moval of restrictions, out-sourcing etc. All these changes and various other trends will have

1mpact on marketmg orgamsatlon .

- . .. . - I . - )
- The number of internet users has been increasing from year to year.| The emergence of
telemarketing, e-marketing have brought abaut\nany changes in marketing organisation. In
social and cultural fields customers are und§rgping major transformation. |

Urbanization is taking p]ace‘@mpidly and widely. .The_ihereasin'lg purchasing power
improved qualitatly of standard o ng, immigration and migration, cre%ating new markets,
more markets, wider grographical coverage which undoubtedly have an impact on marketing
orgamsatlons The emergence of new orientation towards databas'e and information. .
processing together with easy way of communication have ajso given' 'rise to the need.to ..
restructure the marketing rganisations The resultis the progresswe remova] of many interme-

diary levels of market: ng structure. - -

Many of 1hese changes : - business environment have major effects on marketing struc-

ture, So by recognising and adjusting to changing environment. , |narketers|are able o brmg mto

play-their new models of marketing structure to perform in a better way marketess will need to

make changes an their me rketmh or;,dmsatlon structures with renewed \algoru and {rom new -

persper‘tlves : _ ; .

6.7 SUMMARY . : : ' ;

In this unt we firs: supmarized some of the basic issues of nature of organisation that
are ersrtially important m the marheling management of consumer goods. field. We then
discussed the meaning of marketing organisation. There are many pr1n01ples of organisation
which are equally applicable to a marketing org:amsatgon The specn“c pflnelples applleable to !

mameun;: ergamsulmn were discussed. - .
. . . |
. |

~ Atierketing organisation cannct be designed without considering certain factors. In this -
1w aiso.exemined several considerations like marketing objectives, nature of product and”

wicuiahity ©f pracmews. We then idéntified various factors of designing marketing organisation

suuk .. funetions, geography, products, markets and listed the chief merlﬁs and demerits of each *

Dy




We also outlined several issues of corporate marketing. The unit concluded with 2
discussion of changing role of marketing organisation Finally some of the problems

encountered in the process were also outlined.

6.8 SELF ASSESSMENT QUESTIONS

L
1.
-2

3.

IL.

B ow

6.

. Short Answer Questions

. Explain the concept of organisation.

What do you understand by marketing organisation?

Discuss the principles of designing marketing organisation.

Ldng Answer Questions

You cannot design a marketing organisation without giving weight to certain factors,
State the considerations involved in designing the market®..g organisation.

Grouping the activitieé is the basis for designing a marketing structure. Disciiss.
Examine the vafious methods of designing marketing organisation.

Write an essay on corporate marketing. ' Q

State different organisation structures for a rate marketing.

Critically examine the changing role of ma%ing organisation,
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6.10 KEY WORDS

Orgahisation : -+ Agroup of person with: sub-systcms showing theis

et - ol ekl

inter-relationship = _ .




A separate departmental organisation relating i
mark=iing function. : I
"

. a . - 3 - . | -
Fumnctional Grganisation : Marketing, production, persosnel gre s ious T
. . o~ N T . . B
t'ons. On the he sty ol ibneiions an orgasiealivs &
’ 1
! N P

created.
- . . |

I ierk.”. . Organisation

Product Manager o ol In a product ancthod of arketing organisation a
' ' manug ™ who is assigned the regponsibility of a

particular product. _

. |
A struciure created on territori\all basis.

chgraphicai Organisation :
Matrix Organisation E A grid organise. vt -re jobs mav bu d’ ferenti--
- o ' ated on the basis of fuuwi s apd products.
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BLOCK 1i: CONSUMER BEHAVIGUR AND
| MARKETING RESEARCH

After going throug,h' Block - I, you might get fam'iliarity'with the
fundamental aspects of marketing. Consumer behaviour refers to the behaviour of \
consumer varies from one product to another and time to time. Marketing

research is to facilitiate in the decision making process to the marketing manager.

Unit - 7 of this block exp_lains the concept of_lﬁar_ket-'segmentation and on
what bases the markets are segﬁ-lénted.. Unit - 8 deals with various aspects of
consumier behaviour and examines how it is inﬂu'enced by diverse factors - social,
cultural personal, economic factors etc. Thelast unit of this block i. e, Unit- 9
deals with the definjtion of marketing research, its purpose and scope and
problems in conducting marketm gresearch in Injn)a
O
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UNIT -7 : MARKET SEGMENTATION

Aims and Objectives
After reading this Unit, you should be able to:
¢ understand the meaning of market segmentation;
o know the market segmentation concept and its impdrtance;
e describe the benefits of market segmentation: E
e understand the requircﬁenté for effective market segmentation; and

+  digest the bases for market segmentation.

: Struct'u re |

7‘(.) Introduction -
71 Meaning and Importance of Market Segmentation
7.2 Concept of Market Scgmentation and Product Ditferentiation
7.3 Benefits of Market Segmentation | '
7.4 Market Segmentation Selection

7.5 Requiremcnts for Effective Market Segmentation Q\b
7.6 Market Scgmentation Strategies ?‘ o
7.7 Bases for Market Ségmentation . %Q.’

7.8 Summary ’

7.9  Self Assessment Questions

7.10 Further Readings

7.11 Key Words

7.0 INTRODUCTION

The modern markeling concept makes customer remain at the center stage of organization
and effort. The focus, within the marketing concept are the target customer, sets the ball rolling
for analysing each of the conditions of the target market. The target market outlined the needs,
investment, and willingness to spend money. For a marketer even when these conditions
prevail, it might not be worthwhile to present product as per the customer's needs. There may
~ not be sufficient market to Justify catering to the requirements. However, it is possible that a
buyer might be ready and willing to purchase a product at a premium price.

Customers might want to look at time (the instrument for measuring time) for different
purposes-kitchen, bedroom, playground, car, place of work, etc, Others might have the

purposes 1o activate at a particular time (telephone departments provide facilities, alarm clocks .

also do the same function). Thus, in order to measure time, different objectives are put forward
" before marketers. .

Several brands are available in the market-HMT, Titan, Timex, Prestige, Ajanta, Konika,
etc. with a'variety of features. The clocks/watches are available at company's, showrooms,
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_Super Bazars, Consumer cooperative stores, retailers, etc. There are many customers who live

geographically at different places whose perception, beliefs, attitudes, lifestyles, etc. are
different! Every customer might not buy HMT watches or Titan watches. Ibven S0ME £0m-
petitors might serve customers better comparcd to others. To be competitive, 'segmeniat]on has
to be carried out. : : o o

7.1 MEANING AND IMPORTANCE OF MARKET |
SEGMENTATION |

‘advantages to the seller or producer

Market segmentation is dividing the market into dlqtmct groups of bug{*ers with different n

needs characteristics or behaviours who might requn‘e sepdrate products or mdrkelmg mixes.
. I

Market Segmentation is the proccss of dividing a polent1al marketunto dlstmct sub-
markets of consumers. with common needs and characteristics. Market segmentatlon is the
starting step in applying the marketing strategy. Once segmentation takes place the marketer
targets the identified customer groups with proper marketing-mix- so qls to position the
product/brand/company as perceived by the target segments. |

i

Philip Kotler defined the marketing segmentation as “Whenever mlarket for'a product

or service consists of two or more buyers, the market is capable of being segmented, that is

divided into meaningful buyer groups: The purpose of segmentation is to dejerming differences
‘among buyers which may be consequential in choosm g them or marketing to them.”
In the words of William J.Stanton "M t segmentation consists df taking the total

of which tends to be homogeneous in si ant aspects.” _ -

heterogeneous market for a product and @@ it into several sub-markets or segments, each -

American Marketing Assoi:@m defined the marketmg segmentation: “The purpose of

- market segmentation is to determine the differences among purchasers which may affect the

|
choice of market area of marketing methods. The market is divided into sectors or segments in

such a way that thé purchases in each segment, while not being exactly identical, arc of a

similar nature and are influenced by similar buying motives." : |
. : |

Importance of market segmentation = ' _ ' I

- Market segmentation ‘helps in meeting consumer demand. in addition; because the

segments contain fewer and more similar consumcrs, the marketer is hble to obtain more -

detailed knowledge about their characteristics. The market segmenlathn has the following

. . . | . .
1. Evaluation of marketing programmes: The market segmentation helps the manufacturer
to find out and compare the marketing potential of the products. It helps adjust production
and use of the resources in a most profitable manner. Segmentatibn analysis plays an

essential role in all phases of marketing and marketing strategies. !
|

2, Creating the competition effectively: Tt helps the producer face competitibn effectively.

The marketer can adopt different strategies for diﬁ‘erent markets takmg into account the
rivals’ strategies. : :

|

|

3.. It helps in preparing the markcting 'budget On the basis of mar#et segmentation, the

marketing budget is prepared for a particular regmn or locality.” In the market place, w'ncrc '

sales are limited, ajlocation of a huge budget is of no use. |




4. Use of segmentation in marketing strategy: Segmentation helps in advemsmg and
promotion as well as in distribution. The segment profile also provides detailed
information regarding demographic characteristics and hfestyle Finally, segmentatlon is
the only way to enter a target market.

3. Uses of segmentation in marketing npportumttes The marketer can make a good

Judgment for his sales and there is a possibility of further increase in sales. It is quality

management which re-discovered marketing and added a new dimension to the same by

taking it inside the market as well. While looking out for a new opportunity, a marketer is

dISO supposed to de]wer better value to his customers as compdred to the competitors.

A marketer has to combine his knowledge of segmentation with positioning and marketing
strategy concepts. The marketer has further to determine which sub-sets contain prospects and
which of them are the most attractive to reach the target. Once marketers have identified the
best segments, they have a variety of ways to apply to market segmentation. Companies can
choosu to market to all of the target segments, to some of the target segments, or to just one.

Activity— l

Define the term market segmentation and explain its importance,

7.2 CONCEPT OF MARKET SEGMBNTATION AND
PRODUCT DIFFERENTIATID

Afler gathering information on consumer characteristics, desires, and decision making;
company and industry attributes, and environmental factors, a firm is ready to select the tar get
market(s) to which it will appeal to develop an approprlatc strategy. From a marketing
perspective, the total market for a particular good or service consists of all the people and/or
organizations who desire (or potentially desire) that good or service, and have suf’f'lment

. resources to make purchases, and are willing and able to buy

Settmg a larget market strategy, firms often rely on market segmentation, dividing the
market into distinct sub-sets of customers that behave in the same way or have similar needs
Each subset could be a possible targct market,

Developing a target market strategy involves three general phases:
1. Analyzing consumer dcmand
2 Targetmg the mdrket and

3. Developing the marketing strateg)

First; the firm determines demand patterns that exist for a given good or service,
establishes bases of segmentation, and identifies potential market segments. For example, do
all potential consumers have similar needs and desires? Or, are there distinct clusters of
demand, each with different needs and desires? Or, is consumer demand diffused, so that there
- is a great variety of needs and desires? Also, what consumer characteristics, desncs and

. behavnor types can be used to describe markel aegments"
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Second the firm targels the markel It chooses the best approach to usel: in. appealipng to the
marketplace and selects its target market(s) A mmpany can apply one of thred? market
segmentation strategies: _ : |

’ |

I) Undﬁerentaated marketing (mass marketing): thre the business attempts to appeal to
the whole market with a single basic marketing strategy intended to have n‘]ass appeal :

oAl

2) Concentmted marketing: Where the business attempts to appeal to one well“defined

market segment with one lallor—made marketmg strategy; and |

| LEEw

J3) Differentiated marketing (multiple segmentation): Where the busirledls attempts 6 appeal
to two or more well-defined segments of the market with a marketing slrategy tailored to each
segment. !
Th]l’d the firm positions its offering relative to competltors and ouﬂlnes the appropriate
marketing mix. Of particular importance at this phase is attaining product ditferentiation,
whereby "a product offering is perceived by the consumer to differ from itg competltlon on any
physical or nonphysma! product charactemtlc including pnce" !
| .
When product differentiation is favorable, it constitutes a differential advantage. Some-
~times a company can achieve a key differcntial advantaqc by simply eémphasising how its
offering satisfies existing consumer desircs and needs better than that of competitors’.

However, sometimes demand patterns must be modified for consumers ta percewe the product

differentiation of the former as worthwhlie\> _ o '

|
: | .

The concept of market segmentati @based on the fact that markefs of goods as weli a:
services are not homogeneous but t %r'% heterogeneous. Market is 4 place, where a group of
customers have common char $stics. However, two customers never have ¢ CNMION

~ characteristics in their nature, haMts. hobbies, income and purchasing: decisions. They are

- always different in their behaviour and buying decistons, . |

On the basis of these characteristics, consumers havmg similar needs are grouped n
segmenls The basic objective of dividing the market into segments is to' provide an expanded
range of products or service choices to meet the diverse needs of the consun‘-ua Hus alsc
helps in satisfying their needs better. _ !

Thus, m'lrket scgmentation is a positive force for both consumers and marketers. The
marketers sub-divide a market into homogeneous sub-sets of cuslomers having common
interests in order to facilitate the marketing of their products. Such selection of sub- sets as
homogeneous groups is called market segmentation, i '

Segmentation aims at one or more homogeneous groups of LII‘ET{)IﬁLFS and the marketers
try to develop different marketing-mix for each segiment, The pmpo‘;c: is 1o satisfy theny all.
There may be different demand curves in different market sngments By segmentation,
marketexs may produce higher sales in markets where they have monopqhstic condmons

Activity— L ‘ | | o

What is product differentiation in marketing? Fxplain, |




7.3 BENEFITS OF MARKET_SEGMENTATION |

Segmentatton aims at one or more homogeneous groups of customers and the marketers- _
try to develop different marketmg—mlx for each segment. The purpose is to satisfy them all.
There may be different demand curves in different’ market segments. By segmentation,
marketers may produce higher sales in markets where they have monOpohstrc eonditmns The
benefits acerumg from segmentatlon are explained below: :

'\

- L Mmlmlses Aggregation Rlsk By adopting one marketmg -mix strategy for. a]l the

segments, marketers enhance the risk of not being able to satisfy customer needs An -
innovative marketer might segment and take away the market; '

2. Helps Know Company Capabllltles By loomng at a particular segment company can
carry SWOT analysis. SWOT Analysis details out the strengths and weaknesses within the
company and opportunities and threats outside the company. By knowing the strengths and

“opportunities for controlling weaknesses and threats, a company can enhance its
capabilities for marketing its product in a particular segment

3. . Provides Opportumtles toe Expand Market: By segmentmg the market a marketer is
able to create new rnarkets for their products

4. Helps Create lnnovatlons Marketers get benefits in focusing. the relevant segment more
+ closely and look for changes in the market requlremen\tb

5. Creates Galns to Consumer: Segmeéntation  r in many wars within the segment. -
.Consumer gams in terms of added quantity 1@%‘&: '

In bnef the market segmentation benefits &as follows:

1. Understanding of petential customers

Paying proper attention to particular areas - ‘
Formnlating' ntarket%ng programmes
Selecting channe]s of distribution
Understanding g eempetltlon

Using mari\c ting resources effi c1ently

Advertlsm g the products and launching sales prometlon programmes; and

® NP B AW N

De31gnmg marketing mix: product, price, pIaee and promotlon
Market segmentatlon can help the management in achieving the following benefits:

i) Concentratmg on the most profitable market
iy Designing products that really match the market demand
ity Deterrnmmg promotional-mix, which will be most eﬁ'eenve

“iv) .. Choosing advertising media effectively and determmmg how to allocate better the .
advertisement budget among the various media.
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After closely looking at Market segmentation, we can now start '1ctually deciding the total

market for finding out the segments or niches. Segmentation has been acceptcd as a tool to

look into re]evant common characteristics and responses that customers have.

~ Brietly discuss the benefits of market segmentation. o

 Activity — 111 o IR I

7.4 MARKET SEGMENTATION SELECTION |

Once a marketer has evaluated the different segments for theit size, growth, and -

attractiveness, and found that they are compatible with the company objeptwes and resources,

the obvious step is to go for selecting the market segments.

1.

- Activity—-1V | ' |

-What are the different 'types of selections in market segmentation? |

Single Segment Conccntrdtmn The marketer prefers to go for (single segment like
Pioneer Publications and Allahabad Law Agency for Law books and BPB Publications for
Computer books. The company can have strong market position, greater knowledge about
segment-specific needs, specified - reputation, and probable leadership position. - The
concentrated marketing ‘strategy normaWy provides higher returns and therefore it is pos-
sible thal competitors might be attra@ find their place in the segiment.
| o :

Selective Segment Spemahsa@%’~ This is known as muitistage coveqage ‘because different
segments are sought to be c@z d by the company. For example, Bffzta shoes were mostly
in the popular segment until the beginning of 1990s. Then, it turned itself into premium
segment while still retaining the appeal of popular segment. The taking of select segments
of shoe miarket could not help Bata to gain full control of market. After 1995, it has come

back again to the popular segment. o |

: |
Market Specialisation: Here the company takes up a particulan market segment for
supplying all relevant producls to the target group. For example, | Dhanpat Rai & Co.
publishes and sells books covering all types of customer needs - cémpctltlon books, and

text books for Schools, Collegcs and Umvers:tles |
|
Product Specialisation Product specialisation occurs when a c'ompany sells certain
products to several potential customers whérever they are located. }Fhus Super Precision
Components supply small nuts and screws for use in military, industry and daily use.

Product specialisation promises strong rccogmuon of customer within the product areas.

Full Coverage: It is very difficult to serve all segments of the markbt Blg compames can

go for full market coverage. _
|




7. 5 REQUIREMENTS FOR EFFECTIVE MARKET
- SEGMENTATION

Companies normally reformulate their marketing strategies-and offerings several times.
Economic conditions change, competitors launch new assaults, and the product passes through
-new stages of buyer interest and requirements. Consequently, strategies appropriate to each
stage in the life cycle of the product must be developed. The goal is to extend the life and
- profitability of the product, keepmg in mind that the product will not last forever. This chapter
explores specific ways a company can effectively position and differentiate its offerings to
achieve competitive advantage throughout the life cycle of a product or an offering.

~ All marketing strategy is built on STP (Segmentation, Targeting, and Positioning), A
company discovers different nceds and groups in the marketplace, targets those needs and

groups that it can satisfy in a superior way, and then positions its offering so that the target .

market recognizes the company's distinctive offering and image. 1f a company does a poor job

of positioning, the market will be confused as to what to expect. If a company docs an -

excellent job of positicning, then it can work out the resl uf its marketing planning and
dlffercnllahon from its positioning strategy.

Reqmrements for effective segmentation of market must Lxhlblt some characteristics that- -

are as follows: -

1. Me_asu'r'ahle and Obtainable: The size, profile an ather relevant characteristics of the

segment must be measurable, and obtainable i terms of data. If the information is not

obtainable, no segmentation can be carried @\

2. Substantial: The segment should be Ta@enough to be profitable. For consumer markets,
the small segment might disproportionally increase the cost and hence products might be
priced too high. This might make the segment non-profitable. However, for business
markets, even a single customer might mean big business.

3. Accessible: The segment should be accessible thrﬁugh existing network of pedplc atacost
that is affordable. It might not be easy to access h]lly terrains for actual dlstnbutlon of

products.

4. Differentiable: The baSIS of scgnentatlon should be su(,h that it leads L dlfferent
segments. -

5. Actionable: The segments; which a company wishes to pursue must be actionable and

functional in the sense that there should be sufficient finance, personnel, and capability to -

~take them all. Hence, depending upon the reach of the company, the segments should be
selected. ' - o g -

6. General Considerations: Apart from the above requisites, the segment must havée growth
- potential, be profitable, carry no unusual risk, and have competitars who do not fight
- directly with the product or brand.

Market segmentation is the starting step in épp']ying the marketing strategy. Once
segmentation takes place, the marketer targets the identified customer groups with proper-
marketing-mix so as to position the producbfbrandfcompany as perceived bv the target -

segments,
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Procedare for Mark‘el'f Segmentation o ' |-

These homogeneous groups become target for the marketers for developmg products as
per their requnements The same results can be achieved by lookmg at those characterlstlcs
which make two groups heterogeneous.

|
. |
There are essentially two methods by which market segments can be achjeved:

1. Segmentation Based on Consumer Characteristics and Responses: [n this case, some
~of the bases of segmentation are taken up as a starting point. Then the consumers are
divided with those segmentation bases - sex, age, llfe style, family hfe cycle, benefits

- sought, etc. o _ :

: . - | .

2. Segmentation without a Priori Basis: Here, we take a large sample based on their
.demographics, psychographics, social and cultural differences. The sam}';)]e is put to Factor
analysis for finding out factors that have common characteristics or! responses. These.
factor-clusters become the market segments. For each of the different ségments a name is
given. Once the segment is named, the task of the marketer is to find out/ how to implement
the segmentation strategy. This is because there might be perceptible mqonmstenmes inthe
results-marricd persons as high brand-switchers. |
|

o . . i ’
These. factor-clusters are then analysed for detailed view of the demographics,

-psychographics, social, cultural characteristics and responses. Resulis show that similarities

exist between consumers who have the listed @actcristics_. : I
‘Lastly, for each of the market segme@rrwed at, orie has to estimate the size of the
product-market. Most of the work ieving the market segmentdtion is carried by

Marketing Research depariment. @ I

o : .
Various Levels of Markei Segmentation _ !

|
1) Mass Marketing: Mass-producing, mass gistributing, and mass pf'orrm:mp the same
product in the same way to all consumers. ]
|
. . ) I D e s
2) Segment Markcimg: [solating broad segments that make up a marked and adopting its
offer to very closely match the needs of one or more segments. :

3} Niche Marketing: Focuses on subgroups within segment. Niche 1‘; a more narrowly
defined group, usually identified by dlwdmg a s%mmt mto sub segimants.

."4} Micre Marketing:  Segment and niche marke‘lers tailor their off{‘c-rrs and marketing

prograrmrnes to meet the needs of various segments. However, they dd not customize their
offer 1o individual customer. Micro marketing is the practice of tal'lormg products and- g

marketing programmes to suit the taste of specific individuals and location.

Activity— V - | S | |
. 1

. . ) |

Explain the requirements lor effective market segmentation? What are the various levels of
market segmentation? : :




7.6 MARKET SEGMENTATION STRATEGIES
-;Market Segmentation is  the process of dividing a potential market into distinct sub-
mar_lfets of consumers with common’ needs and characteristics. Market segmentation is the
starting step in"applying_ the marketing strategy. Once segmentation takes place, the marketer
. targets the identified customer groups with proper marketing-mix so as to position the
product/brand/company as perceived by the target segments. - N

-Many successfyl companies today are raising expectations and delivering services to
match . the expectations. These companies monitor their customer's expectations, with a

performance perception and cater to customer satisfaction. However, although customer
centered firm seeks to deliv '

attempt (o maximum customer satisfaction because
customer value profitably. -

Consumers form expectations about the value of marketing offers and make buying
. decisions based on these expectations; customer satisfaction with a purchase depends upon the
product's actual performance relative to buyer's expectations. A customer might experience
various degrees of satisfaction. If the product's performance falls short of cxpectations, the
customer is dissatisficd. If performance matches cxpectations, the customer is satisfied. If
performance exceeds expectations, the customer is sure to be satistied or delighted.

(showing ne natural segments) as in the case of sofind nks sale by Pepsi and Coca-cola),
diffused preferences (showing clear preferences as{injthe case of automobile market), and
clustered preference (market showing natural ts as in the case of occupation having
impact on the types of clothes wearing), a co% y chooses its market segmentation strategy.

Depending upon the emerging patterns of marketf%me;ﬁation._ homogeneous preference

A. Undifferentiated Marketing

It is a market coverage strategy in which the company treats the ta;get market as one and
does not consider that there are market segments that exhibit uncommon needs. The company
focuses on the centre of the target market to get maximum advantage. The feature of one
product-all segments calls for presenting one marketing-mix for the target market

B. Differentiated Marketiing

Tt is a market coverage strategy in_ which the cempany goes for proper market

segmentation as depicted by its analysis of the total market. The company, therefore, goes for-

several products or several segment approaches which calls for preparing different marketing-
mixes for each of the market segment. '

C.. Concentrated Marketing

It is -a market coverage strategy in which company foliows one product-one segment -

principle. The company tries to position its product in the middle of the segment to attract
maximum clientele. This strategy can also help the smal! company to stand against a.large
corporation because the small company can create niches in its one-product one-segment
approach by providing maximum varieties. t '

Market scgmentation has been used for years in the {ield of industrial products. 1t means
products are made according to buyers' specifications. This strategy has gained popularity in

er high customer satisfaction reiative 1o competitors, it does not
the purpose of marketing is to generate -
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the casc ot consumers’ products also. The strategy of market scgmentation aitempts to
penetrate a limited market in depth as compared to that of product differentihtion, which seeks
breadthy in a wider market. ' | a
| o

The management of a firm may employ the strategy of market segmentation (o penetrate
into various small markats. It may have 1o combine it with product diﬁereqtiation in order to
avoid competition in the market segments. For cxample, a firm that makey electronic razors
may divide the market into two groups, namely, men.and women and then develop separate
razors t¢ meet the specific demands of each group. The firms resort to product differentiation
in order to mainiain a separate identity of its products. Thus, in practice, firms differentiate
their products in line with the desire of the various market scgments they wish to solicit. In
essence, this sirategy tailors characteristics of each product to the requirements of each market
segicnt (¢ which the product is to be sold. ' |

A single product item or limited product line has only one market. It iq's assumed that we
have “only cre demand curve for the product. Market aggregation is eguivalent to
siandurdisation of marketing policy. It is suitable from the point of view of production, storage;
marketing aid physical distribution. It helps the firm during the initia] operlf tions. But such a
product-policy invites competitors znd it also involves high promotional and advertising costs.

o : : |
Activity— VI o . |

Explain the strategies for market segmentation? |

7.7 BASES FOi. MARK £T SEGMENTATION

There mighi be nio imarket sewnentation or complete-market segmentation. When there is
segmentation, diderent prednes qualitios are available each satistying different segment. The
sizes of the potential iargets might be different. The target marketing is being changed to micro
marketing. oo - b '

|

B . |

Miera - Wik

Micro-markeiing oceurs when target markot is . further bifuregied and the necds of the
small customer groups e addressed on a Ical basis. Thus, even though target customer has
been identified in (he target marketing, some specific features of products are made availabie

= = t

- avseivet places on aloca? busis, For example, Liberty shoes are available in Delhi Metropolitan

Arca with. a difference of availabitity. depending upon the type of customer, status, and

economic packground. The range, sivie, colour, and design, which are availgble in Connaught
Place showroom or Scuth Extension showtoomm, are hardly available i Tilak Nagar or
Shahdara areas. Similar is the case with Shyam Garments, Nonwhites and I-[laldiram.

' |

_ | | | |
The focus of the target marketing is further shifting from local bdsis to individual

Customised Marketing

customer basis. With the advancement in manufacturing “because oflbreakthrough in

information technology, for example, -use of computer-aided design and computer aided
- manufacturing, it has now beeoine possible to manufacture a product as per the indivicual



customer needs or of a buying organisation, Tailors and drapers (for men), -boutigues (for
females and child), and beauty parlours arc customised products. The Aircratt 'ndustry, the
Ruilding Construction Industry, the Software Industry, the Book Publishing ndesiry, and the

adminisiration of departménts in Delhi University mostly use custemised w.arketing by

promising customer-specific products. Even specialised institutions have been opened-up. IS

(Company Secretaries), ICWAI (Cost Accountants), [CAI {Auditing & Accourting), ICFAI

(Financial Accountants), etc, have taken a serious look at the marketing of their produects on

the basis of customer-specific requirements. '

Personatised Marketing

Mass production,- mass production with product varieties, and target marketing for
segments, which are further divided on a local basis or on individual custemer needs, and the
focus of the company is shifting more minutely. In the case of customised tnarketing even if
the requirements for a customer are met by a cusiom-made product, the customer might nol be
willing to retain his loyalty with the company because of competition,

The step towards developing a segmentation strategy is to locaie basc(si for segmenting
the market. There are different variables, which are used for this purpose. The variables relate
to: consumer demographics, psychographics, geographicals, and beha\«rour The size ol the
segment might be r»me.ll or neghglble for any base. '

1. Geographic Segmentation
Demographic Scgmentation ' : <>\>
‘Psychographic Segmentation

- &
" Behavioural Segmentation @ :

TS S

Value Based Segmentation

E. Geographic Segmentation: The region, the city size, its density whether urban, sub-urban
or rural, and the climate (hot, humid, cold) matters a lot in segmenting the market on the
basis of geographic segmentation. The main advantage of the segmentation base is that it
reflects physical location of the market and its attending conditions. Internet marketing has

_started eroding the geographic segmentation as basis.

a) Density - urban, semi urban, rural
b) Region-North, East, West, South
¢) Climate - Hot, moderate, cotd '

d) City Size

2. Demographic Segmentation: Tt divides the market on the basis of age, sex, marital

status, income, education, family-size, family life-cycle, occupation, religion, and

. nationality. The segmentation of customers on the basis of their demographics is quite old.

Shaving creams, electric razors, after-shave creams are all meant for men. Lipstick, bind],

nail polish are meant for women. Similarly, the smalfer the family-size, the smaller the

package required and vice-versa. Married men/women behave differently than boym’glrls
'Th]s type of segmentation from marketing point of view is withering away.

a)~ Sex - Male, Female

b) Age - 6 and beiow; 7-12, 13-19,20-30, 31-35, 36-46, 47-60, 61 and above )
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¢) Nationality - Chinese, American, Japanese _ r_:.‘-
. d) Income - Below 2000, 2000-5000, 5001-10,600, 10,001-20,000, o 20,001-
40,000, 40,000-75,000, 75,001 -1,00,000, Above Rs.1,00,000 (Per month)

e) Family Size - Below 2 members, 3-4, 5-8, 9 and abO\;e S

i

f} Religion - Hindu, Muslim, Christian : I

g} Education - llliterate, Below SSC, SSC, Intermediate, Graduate, PoS";-Graduate

h) Family Life Cyé]é = Young single, Young Marrie_d; no children, Yquhg married with

children, Young married, _ i
: |

i) Occupation '-‘Professional,' Technical, Govt ser\éam, Businessman, f%mner, housewife,
unemployed, Retired etc,, ' !
. ‘ ) i I
. | .
- Thus, demographics as a bases for segmentation are working as a proxy for finding -
stmilartty in behavioural patterns. The shorter route to demographics is pslychographics and

behavioural segmentation |

|
‘3. Psychographic Segmentation: This sort of segmentation is widely uécd by marketers,
The use of psychological, sociological, anthropological factors, self-esteem and life style
determine how the market is segmented by the prosperity of groups within the market and
their reason is psychographics. . I
i) Life Style: Lifestyle is a person's patterg of living, Lifestyle classifl;cations are by no
means universal. Life style variabl & defined by how people|spend their time
{activities) what they consider im t in their environment (Interests) and what they
think about themselves and the R%aamund them (Opinions). Chanlging life styles are
relevant to marketers. T he&' significantly from country to country. Lifestyle
captures something more tha¥ the person's social class or personility. It profiles a
person’s whole pattern of acting and interacting in the world. ||
. |
(i) Persomality: The marketers try to adjust the brand personality to th¢ personality traits
of buyers for whom it is meant. Personality characteristics especially the self-image is
the basis of advertising appeals. -
. : _ | .
The psychographic segmentation is at the mind level. It might not click _for marketers. The
appeal is vague which is not easily manifested in consumer behaviour. However, behavioural
- segmentation encompasses all difficulties of Geographic, Demographic and Psychographic
segmentation. . : l'
: - _ L
4. Behavioural Segmentation: Here the geographical, demographical on psycho graphical
boundaries do not come together but become more irrelevant for marketers. The
consumers are segmented on the basis of their behaviour through! need-motivation,
perception, learning-involvement, attitudes, occasions, benefits, user-gtatus, usage-rate, -
loyalty status, and buyer-readiness stage. : |I ' '
: ' . |
i) User Status: Markets can be segmented into non-users, ex-users, potential users,
first-time users; and regular users of the product. Contacting each'group will require
different marketing strategies.. ' 3

. . ) | .
ity Occasions: Buyers can be grouped according to occasions when‘t:hey get the idea to
buy, actually make their purchase, or use the purchased item. Occallsion segmentation




- can help firms build up product usage. Beauty parlours, hotcls, museums, travel
resorts are some of them. : : o

iii)  Benefits Seught: In this segmentation, the marketer identifies the benefits that a
customer looks for when buying a product. Benefit segmentation requires [inding the
major benefits people look for in the product class, the kind of people who look for
each benefit and the major brands that deliver each benefit. A benefit segmentation
of toothpastes revealed that there are four benefit segments-Economic (llcavy
users), medicinal (smokers), cosmetic (brightness) (Teens) and taste (Children).
Each benefit group had different characteristics. Forhans for healthy gums, close-up
for breathe etc., '

iv) Loyalty Status: A market can be segmented by consumer loyalty. Buyers can be
divided into groups according to their degree of loyalty. Hard core loyal is
completely loyal - they buy one brand all the time. Soft Core loyal is somewhat loyal
2 they are loyal to two or three brands of a given product. Switchers show no loyalty,
to any brand. They want something different each time they buy. They never stick to
a brand. Ex: (for a particular individual) Hard Core - Old Cinthol, Gillette biades
Soft Core - Pillsbury atta, Annapurna atta, Custard pdwder - Weikfield or Brown &
Poison Switcher — Matchbox ' o

v) . Usage Rate: Markets can also be segmented into light, medium and heavy product
users (Volume segmentation). Heavy users age often a small percentage of the
~market but account for a high percentage of3Qt3l consumption. Marketers usually
prefer to attract one heavy user to their @tor service rather than several tight
US€rs. :

vi) Buyer Readiness Stage: A ma& consists of peopie in different stages of
readiness to buy a product. They can be classified as: "UNAWARE -AWARE-
INFORMED -INTERES"I‘ED-DES[ROUS-INTENDI'NG TO BUY. The relative
numbers make a big difference in designing the marketing programme. Adverlising
messages can be directed accordingly. '

Behavioural segmentation is based on the consumer response to his req uiremenis. The way
customer’s response isaddressed, and the way the products actually help them to achieve what
is demanded from it, both belong to the basis for their classification.

Consumer behaviour is also affected by the occasion in which he is placed. Raymond's
advertisement presents suiting fabrics for ail styles and occasions. 'I'oday, value-for-money or
benefits sought are the harpings that are heard from most ol the marketers
5. Value-Based Segmentation: The marketing concept prescribes that segmentation should

be the outcome of a match between the product’s features and the customer’s needs. This
new postulation suggests that marketers must arm. themselves with a new parameter for
partitioning their customers profitability. The marketers should realty be segmenting their
customers so as to isolate those who contribute the most to their profits. The marketers
"must calculate Total Lifetime Value of their customers and discount it to arrive at the net
present value. ' ' o :

Arguments for Value-based Segmentation

a) Increhsed returns from lower. investments.
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- patronage. Thus working to retain
“company can lose money on specific transaction but still benefit greatly ifrom a long-term

- b) Resources can be focussed squarely on the most profitable customers implying that the
" marketer would be able to provide best technology, best value, best features; there will
be no shift in customer priorities i.e:, customers would always require some product

from the same marketer. - !
. ‘ ’ !
S :
c) The losers will be those marketers who under-invest in high-value customiers and over-
invest in the low-value customers. This will mean creation of product features and
marketing strategies that do nothirg for their best customers. - |
Each of the market segments has a different set of wants, motivéni(m and other
characteristics. Thus, there are a series of demand curves for the products of the firm. In order
. . . |
to.meet the demands of various market segments, the firm develops different products, each
. . ‘ |
one cspecially for one or more of the market segments. b
: |

In the past, many companies took their customers for granted. Facing an expanding
economy and rapidly growing markets, companies could practise a "leaky bucket" approach to
marketing. Growing markets meant a plentiful supply of new customers. Companics could
keep filling the marketing bucket with new customers without waorrying about losing old
customers through holes in the bottom of the bucket. : .I

l

However companies today are facing- some new marketing realities i.e., changing
demographics, more sophisticated competitors and overcapacity in many industries etc., are
forcing the companies to fight for shares in.flat or fading markets. Thus the ¢osts of attracting
new customers are rising. In fact, it costs five times as much to. attract a new customer as it

does 1o keep a current customer satisfied. - o

Companies are also realising that lo r%‘a customer means losing more than a single sale,
It means losing the entire stream of pé es that the customer would make,over a lifetime of

. | .
d grow customers make good economic sense. A

relationship.
Activity - VIT | | - | 3

What are the bases for market segmentation? : S

7.8 SUMMARY _ | |

Market segmentation seeks to carve a large, heterogeneous market i;nto smaller, more
uniform subdivisions for strategy formulation. There are a few common bases, which are used
in segmentation e.g., demographic, economic, psychographic etc. although the use of
demographic variables is initially appealing and widely available to marketers. n

Marketers use three strategic options in segmentation. One is undifferentiated marketing,
in which same marketing mix is offered to everyone regardless of their differences. Another
strategy is differentiated marketing, wherc two or more segments are targéted using different
marketing mixes for each. The third option, concentrated marketing focuslcs on one segment
out of many possibilities. P
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Product Differentiation

Mark - sp-e1al atic

Segment Marketing
'€ Niche Markering

Life Style

Personality

User Statu-
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usage Rate
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&
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Suzment fc}" suppl},mg all relevant products to t
target group. _ i

i .
[solating broad segmer?s that make up a market and
adopt its offer so as to Crosely m;qtc,h the nceds of one
or mote segments. T

Focuses on subgroups within a Iésegm_ent. Niche.is a
more narrowly defined group, usually identified. bv
dividing a segment into sub segments.

Lifestyle is a ([-J{:[‘SOH'S pattern, of living Lieutyle
classification - are by no me. .» universal.

The marketers try to adjt x thcf brand personality

the perscnalit- wraits of buvers for ~bo.: v is meant.
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iha igsis af advertising appeals.! :

. ts can be segmented 1nto Non-usets, eX-users,
ential users, first-time. users, and regular users of '

the product Contacting cach group will require

different marketing strategies. |

B +rs can pe grouped according to occasions when
they get the idea to buy, aciually make their purchase,
or use the purchased item. Occasion segmentation can
hielp firms build up product usqg,e

A market can be segmentedl by consumer loyalty

_ Buyers can be divided into groups accordu SRRy

degree of loyalty.. I
Markets can also be'segpncn:ted into light, madium
and heavy product users (Volume segmentation)
Heavy uscrs <. often a siall percentage of the
market but account for a hlgh percentage of total
consumptmn '



UNIT - 8 : CONSUMER BEHAVIOUR
Aims and Objectives
A‘ R L1411, 30U 3NOUIA be able to:

° understand the meaning and importance of consumer behaviour:

e know the factore "n@onghi. consumet oehaviour

¢  explain the concept of cognitive dissonance; and

e know the different variables involved in the industrial buying process.
Structure

8.0, Introduction
8.1  Meaning and Importance of Consumer Behaviour

‘8.2 Factors influencing Consumer Behaviour

8.4 Post Purchase Behaviour | \>

8.5  Cognitive Dissonance

R6 Indusirial B .ng Proccss Q‘?*
8.7 Summary ' %

8.8  Self Assessment Questioﬁs

8.9 Reference B3ooks

8.10 .Key Words

8.0 INTRODUCTION _ — B

This umr exp]oreq the dynamlcs of consumer behaviour and the consumer markct

g Q. o0t b faae eefiere 1o the buving behaviour of final consumers -individuals and-

_ households who buy- goods and sevce 0 ;0 @ sump LS
-+ consumers combined make up the consumer market.

Consumers make many buyifig decisions cvery day. Most large companics research
consumer buying decisions in great detail to answer questions about what consumers buy,
" where they buy. liow and hew much they buy  wi.r they buy. and why they buv. Marketers
can study consumer purchases to find answers te questions about what they buy, where, and
how much they buy. But learning about. the whys of consumer buying behaviour 1s not so
easy- —the answers are vften locked deep within the consgmer’s head.

The central guestion for markeiers is. How do consumers respond to various marketing
»efforts the company mighl use? The company that really understand: bow consumers wiil
- respend Lo different producr features, prices, and clverttsmg appedls has a greal advantage
Cover it competii‘or&

e
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Cha-acteristics of Seven Major American Social Classes ' ‘

UPPER LPPERS (LESS THAN | PERCENT) _ " K
Upper uppers are the - _c.ai Jite wiio Uve an tane, 1 o sith and have o ;'F. Bt Y
backgreund. They give large sums to charity, own more than one home, and send their
children to the finest schools. They are a market for jewellry, anfiques,. homes and
vacations. They often buy and dress conservatively rather than showing off their weaIth

While small i in number, UPPCT UPPETs serve as a referencc group for others.

LUW]:R UPPERS (ABOUT 2 PERC FNT) : SR

Lower uppers have caiued high income: or wealth through excepticnal ability i ‘the

professions or business. They usually beg,m in the middle class. They|tend to be active in

social and civic affairs and buy for themselves and their children the symbols of status,
‘ ' - such as expensive homes, schools, swimming pools.-and automobiles. They include. the -

new .ich who consume conspicuvusly to impress those below then. They want to be

accepted in the upper-upper stratum, a status more lku .0 he : ~hievied by their children
‘ than by themselves. ' ' o

UPPER MIDDL ES (1’? PFRCPN N : ‘

S Tt l\ tatus nor unusual wealth, They are pnmaniy
concemed wnth ‘career.” They have atiamned positions as proiess -~ . lependent
businesspersons. and corporate managers. They believe in educat{on and want their
children to develop protessional or admimistrative skills. They are jomers and mghly civic-
minded. They are the quality market for goad homes, clo. hes. furmtu.(f and appliances.

MIDDLh CLASS (32 PERCENT)

. 'The middle ¢lass is made up of av -pay wh;te~ and blue-collar v 'orkcr% who live on
"the better side of town" and tryp ¥ the proper thmgs. To keep up rrvlth the trends, chey
seeking the better

often buy products that are ar. Most are concerned with fashio

- brand names. Better living 11%5 owning a nice home in a nice nelgl?borhood with good
schools. They befieve i spencrig more monev on worthwhile experiences for their
children and almmo them oward a college education.

WORKING CLASS (5% rinCENT) .

he KING c1ass vos . Fthoss swbe lead 4 "working class ll.‘l;"@@'le " whatever their
income, school packgrownd, of juis. Thev-dipu - % on relatives for economic ai
emotional support, for advice on purchases, and for assistance 1. ( e, W outle The

working class mamtains sharper sex role divisions and stereotyping, ‘ .
LPPER LOWERS (9 PERCENT; : :

. Upper lowers are working (are not on welfare). although their living ﬂthdard'ib iust above
poverty. They perform unskilled work for very poor pay although they strive toward a_
higher i, Diten, eoner lowers lack education. Although they fall near the poverty i
financially, ey manage to "present a picture of sel’r‘ disciplipe" and " ¥ amtam some etiort .
at cleanfiness.” : . |

LOWER LOWERS (7 PERCENT) l- _

‘ _ Lower lowers are on welfare, visibly poverty stricken, and usually clut of work or have
"the dirtiest jobs." Often they are.not interested in finding a J()b and are pen‘ndnently
dependent on public aid or charity for income. Their homes, clothes, and poasessmns are
"dirty," "raggcdy," and "broken- down ! :




* 2. Social Factors

A consumer's behaviour also is influes: oo “ai ractor, such as -he consumer’s - .all
© groups, family, and social roles and status. '

a) Groups

peren’s bolavicar 1s afluenced by many small groups. Grouns thei . _ve a direct
nfiuence and 5o which a person belongs are czfled membershir > _ups. Some are primary
Sfouns w.gh . hom there 1s‘)regular but informal interac: ton-such as famtl) friends. neighbours,
! co-workers. Some are secondary ¢ro-ps, which are more forma! aud have less regular

and
* interaction, These include =~ i zations like religious groups. professional associations, and
trade unions.

Refircace groups serve as direct (face-to-face) or indirect points ¥ - mparison or

reference in forming a person’s attitudes or behay ur. eople eften are influenced by

reference groups to which they -5 rot oelong, For example. an asp ratiohal group is one to
which the indi~ "~ ! wishes to belong.

Marketers trv tc ide- tizy the reference groups of their target markets Refers- - SLouns
expo:y. d pe:son to new behaviours and lifestyles. influenc rson's atiiiwaes and self-
concept, and create pressures to conforr nd; daect the person's product and brand
choices. '

‘how to - ¢h the opinion leaders in the relevant
vithin a reference groun vho, because of skills, knowledge, personality, or other
characteristics. eaert mfluence s others. Opinio¥leaders are found at all levels of society, and

Manufacture:s ot products and brands subject fo k‘ ng, group influeuce must fi tgure out

one person may be 1 vpinion leader in certain product areas and an opinion follower i others,

Marketers irv to ndenmy opinion leaders for their products and dlrect marketing efforts toward
thein.

The 1importancs o0 group influence vanes across products ar 1 .

strongest when the product is visible © . - S s rehases of products
“that rabou. - . wich aifected by group influences because neither
the v : ..y wthers. '

Family members can sirongly influence buy:. hehaviour. The family is the most
important consumer bi vi . . aari.ation i society, and it has been researched extensively.
Marketers are interested in the roles and influence of the husband, wife, and children on the
purchase of different products and services. Husband wife involvement varies widely by
product category and by stage in the buying process. Buving roles change with evolwng
consumer lifestyles.

€) Roles and Status

A person belongs to many groups-—family, clubs, organisations. The person's position in
each group can be defined in terms of both role and status. With her parents, a woman plays
the role of daughter; in her family, she plays the role of wife; in her company, she plays the
role of brand manager. A role consists of the activities people are expected to perform

[

€ w..aps. Opinion leaders are people
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according 1o the persuiis around thegi. LAaGiz v ot i st rnies wiii u.uu J (NN
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3. Personal iactors ' I

T e o sednflaenced by personal characteristics %u(.[h as the huer age

.and Hile pole A ne Taneneg mieans L de e i I ) 'f-conuept

. . |
3‘ 40(‘ anG l!fp wraly mdo os . . |

|

|
PAUT L die Guine all SETVIGE S Y BUY OVET PNl lifelintes, Tazii oad,
cietbes, Turming: qr-d werpeatian sea ~ e ree welated. Buvine iz aleo q”]‘pnod hy the stage of

- the family life cvile—i he stages thronph w hu"” families rmoht nass as the\r mature over iime.

Marketers often deﬁ_ne their targel markets in terms of life-cycle

stage and develop
appropriate products and marketing plans for each stage. Traditic:~: ih

v lifecvele stages

MCIUAE YO abgivio il N, 00 uienet 000 chiven - Today, howewr MALKCIELS are
CTEASINGLY ~2ering 1 g elum% -m.aﬁb:r of alternative, non f‘admonal stages such as

unmarried COUpPLEs, CLupies iy Lig ,eeneon life childless eouples, umgle parents, exivaded

narents (those wih dellz, adull Shildren returning home), and others. : -

1} ():'..:;I.-!g:;;i._-. - 00 ' | : :| e

. . . . : ! i
A Person s oullipaion «feots rQ‘gﬂ'-.c_}d:; an<a Servives bcaauht Blue-c{ii:
buy more work clothes, whereas \@ clar workers puy mor suits and Ilbs Marketers trv to

" Trﬂnd i

Wi,

'1dt.nt|fy the occupational groups that have an above-average interest .n their products and

R \mpan\ can even specialize in making products needed by a given occupational
oI TR e e Gl o Hifferent products for brand raaragers,
accountarts . - Lo S .- S

I
ey o L . _ -

A pereons wmvml(‘ w"an(n Gl atiact ;‘rm‘""f by Cige. Ar mdh\ldual can consider -

Puyine - - S : N e 15 Or BOTGeIng

powern viarketers of income-sensitive v L i peisbnal -'ru ome. savin; 25, anu

Anterest raws. T €CoNTl iluaiul. POIM 10 4 i weession, marketers can thike sleps L r-..desmn

Cien, Wl reg WU et produnts closely, 1

T g, mcetxle is a person's natlom of Iwmg as expllresqed in his or her
pavcf‘ﬁﬁg'tp' > AL IVOves measuring consumers’ major AIQ dimensions— aciivities (work,
PORELL g, SPovts, social eveiils;, ierests (food. fachion, Sulily, vecreation), and

opinions {dhOut themselves, sociai 1ssues, business, products). Lifestyle vaptures semething
riete than the person's social class or prreonalily, i p[UI]Ic:; a person's whole nattern of acting
and inferaciing i the world } o '




B e} Personahiiy and se?f-concept

kach person's distinct persu,.shtv influences tis or a=0 Foving bewad DL S
refies s the unies mevehological characteristics that lead to relativei, ansistea o
resporses (o oL vvn coteonnient, Personality is useally described in teni. - “traits
self-confidence, Jomiis., . soowiitaw,  aulonomy, defensiveness, adaptmo. v ar.
aggressiveness. Personaudy ran to *scty anclyzing consumer behaviour for = e
givas™ oF brand choices. For exaisnle, cotfes mai-rs have discovered that heavy ~offez
drinkers ond w ™+ hish on sociability.

Many marketers s a coietepl o -red to personality—a porson's self-cu. i falso- calics
self-image). The basic sclf- o 'lnl)l promitse v that people’s possesiions  ntric.t o and
Pﬂcct their identities; that is, "we are what we have,” Thus, in order t0 UndsStac. Mo - =

~. v~ marketer must first understand the relationsiz,; hetween consumer soi*-c. o0
and posscb-_..u;..':. '

l'u-- .

4. Psychological factors

> A nerson's buying choices are further influericed by four majer [,_vcn( TTieal s

motivation, perception. 1~ ‘T'“II’IQ,, and belicfs and attitudes.

a) Motivation

A person has many needs at any given time. Somfe aye biologicai, w. = .. e o
tension such as hunger, thirst, or discomfort. Other “psychological, sasing v
for recognition, esteem, or belonging. Most e¥e needs will not be :troaz enouy.:
motivate the person to act at a given point in need becomes a motive vhan i areeec

to a sufficient level of intensity. A motive (oMrive) is a need that is sufficiently press:. -~ o
Ject the person to seek satisfaction. Psychologizis have developed theories of human
S 1valGn T~ of the most popular—the theories of Sigmund Freud and Abraham Maslow—

have quite cii*erent mear- nes for corsumer analysis and marketing.

i-2ud’s Theory Of Motivation. Freud ass1imes that people are largely unconscious abr it
the rcal psychologioal forces shaping their behaviour, He zees the person as growing - nd
i +osing many urges. These vroes are never eliminaied or under rariect oot b2 e
' dreams, . :line of the tongue, in ~eurotic and obsessive benavieus o Ll
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- b) Perception ' : ) - Ny

Maslt}w’"s hievarchy of reeds o

Self- actualizatio _ |

needs - .
(self-development \, . - |
and realjzation) S !

Esteem needs

v ( self - esteem, recognition, \._ : :
status) N g

// ' . Social Needs \ I

' / ' (Sense of Beionging, S
7 - -~ love) : ' -

| Safety ‘‘ceds - \: -.
{Securty, . rotes . - - \
fr— s — !__
Ph\' e al needs . : . \

'/ o  he: ger, thirst) . o -
. . \} .' A\
. : ’ :

1am Maslow sought to explalh why _pcople are
mes. Why does one person spelhd much time and
on ganng the esteem of others? MasIOWS anee o

Maslow's Theorv 0 Motivation. A
driven by particular neecs ai partic
cnergy on personal safery and anof

that human needs are arringed n a hlerarchy, from the most pres.smg tolthe - S 3
Maslow's hierarchy of needs 1s shown in the above figure I orden Ty LFL Uy are
phy:iological needs, safely needs, social needs, esteem needs. oo selfin Lot aonmneeds A

person -ies 10 satisfy the mos: importznt nec. irst. Whes T e wistted, 1t wi | stop
bur*b a motivator and the ... .on | 1hen v - T sl anest imnt ~ant need. For

evample. starving peogle | «noln_.-; al nec.. - 47 Interest Lhe latest happenings
in the art worle \elfatu i Moy - o 7wy they are seen or esteemed: by others
{52 ¢ esteem needs), i “wtbswey are brea tung clean air (safety needs) But as
ek mportant need'is satse ~Lnwst mpo. cant need will come into pla:

[ ] YL

b

4 motivateds pcrson is ready to act. How the person acts is influehced by h]:s or her
_g_'?-.*.-"'r-.-m ot of the situation. Two people with the same motivation and irl the «. - - -uar:on
+:¢i quite differently tecause thev perceive the situation differcr:: 1 dive v anight
nsider a fast-talking camera salesperson toud and +hor -

wigthey '\,amer; huyer micht
r.ons;del the same salesperson 1ntelll gent and heio |

Vb do people peresio. ne ation differer tlyf All of us leam hy [he e ol

fae P hrough ow dve Loosest gl nearing, smell, touch. and sk, riowever. each o
B8l g 1r.ﬁes and .nterprets thlS sensory info.maiion war individodd way Per ~pilon
preoToss !1

are e wordd, _ ' o

citpeopte select. v v zeand interprot information s o meaningtul |
| .




la f‘gn form difierent perceptions of the same stimulus because of thiee perciptusl

PrOCESSEs” selc. . .+ i ntion, selective distortion, and selective retention. People are exposed

1 a great amount of stimu! -+ day. For example, the aveiage person may be exposed to
more than 1,500 ads m a single day. .. . mhossible for a personto pay 2fention to all these
stimul Sefective aliiention- - the teruiem,y fur peante o screen oul most of the information to
whict ihey ... . wsed-—meas nat coarketers have oo 2 ork espedially hard to attract the
consuiict's attenficn. Their imessage will b 'ost on most peop!. who are not in the market fo:

the product. Moreorer. ev-. neople who are 1n e Mia.n.* ™av ot o 00t M “:aﬂe anlesy
it stands out from the surroun:king . ..+ »Father ads. ' :

¢) Learning

When people act, they learn. Learning desciinus change™ w. » individuai's behaviow,
arising from experience. Leaming theorists say that iamxt human bo. viour is learned.
Learning cccurs thtough the interplay of drives, stimuli, cues, responses. atu ~1. dreement.
For example, an individual can have a drive for self-actualization. A driv= > 2 strong interna!
stimulus that calls for action. The drive becomes a ~otive wher it is direc, 26 toward a

particular stimulus object, in this case a camera. The individal’s resperse 1o the idea of

buving a camera is conditioned by the surrounding cues. Cues are mimer sfimuli that determine
when, wiere, and how the person responds. Seeing cameras in a shop windew, “eaeng of a
special sale price. and receiving her busband's support are all cues that can miluzwe an
individuals response to her interest in buying a camera.

d) ‘Beliefs and Attitudes ' ' ' \)

anu otiitudes. These; i tuin, influence
ght 11 ot a persen nas ahout somethir:.

The g - ond jears |, neople acquire o
their buving behaviour. A beliefisade  “iv

‘Marketers are interesicd in the beliefs that pevy  « nulate abowr ~p zcific produc:
serviaes. because these beliefs mu'e up product and .. 1 images that- «fleci buyiru
behaviour. If s« me of the beliefs are wrong und prevent purchase, ne n <rkete will want o
launch a campaign to correct them.

People have attitudes regarding reiigion. politics, cic thes, -music, food, dnd almost
everything else. An attitude describes a persons rei.tvely consistem *valuations, feelings, and
tendencies ic'vard an object or idea. Attitudes put peopic ‘nte a trame o -nind of fiing or
u.zliking things, of movine toward or away from them. '

Activity - Il

1 What ave the CLITIGAL wel © 50 0 G5 T T i
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8.4 POST PTTRCHASE BEH AV IOUR

| ather Sources. If the seller exaggerates the product's performance, cors rc expecta v .. b
- B | . S . . o

1. Inputs : The input variible: o syt of three differ_cnt .ypes of stimuli:

a) Significati :stimlili * They are the ph;sical brand charicieristics.

b) Svmbolic stimuli : Verbal or visui: product chaacio vl o

Environmental st'muli  Consume . so v wpvironmes ko fannily, retoence
groups, socia class .. :

All thr . .vpes of stimulas . .. mput-

_ 2 Pe.cept; onal e st construets: They are- the cmtral e, .por‘ent of the Howard

St b st are psychological variables that ope:at> when the consumer is making a
A Thwse variables are abstract and net uperationslly defined or directly measured.
- ey are perceptional in nature. '

Eg: Stimulus ambiguity occurs when the consumer is unclear about the meaning of
- ion received from the environment. Perceptionas bias occurs vhen the corumer
distorts the information received so that it file his/her éstablished needs or exnerience.

Learning constructs make up the consumer’s goals, information abcat brands in he
evoked set, criteria for evaluation of alternatives, preferences and buymig intentions The
linkage or interaction between the various perceptual and learning variables give the Heranid
Sheth model its distinctive character. \)

3. Outputs: The model consists of a series of ou like attention, brand comprehs risicn.
attitudes and intention in addition to the actual '
4. Exogenous variables: They are rat directly part of the decision making p-ocess and ase riol

buyer. These variables vary from one buyer to another and include: persotiality traits, soc: ‘ai
class, impc: rtance of purchase, financial status etc.

Activity - 1

‘wnat are e variables in the Howard Sheth model of buyer behaviour?

""lu, marketer's job does not end when the product ic bough, Attar o - tasing the prod.at.
the consumer will be satisfied or dissanstied and wili eogzage in post w2 ws: beheviod wah

-shown in the model presented here. But they are important to the extent that they intluence the’

is of intevest to the marheter. Whar detarmin: + o sai tie bover s < is ed or divs b Aed

with a purchase” T'x an.wer lies i the -eliienship between tie canstt er 3 expecta -ms and -

the products perceived performance. if the produet falls short of expect i, the ¢ ez s
disappuinted. (T it meets expectations. the consumer 1s satisfied: i1 = T2us exXpr e a s, the
consumier i3 delighted. o : » -

Consumers base their expectations on information they recgive 1,0~ s Hers, f1 % arc

.

-




e met, and s vaataction wiil it The idlbe" the g hetween Cupectami: »rd
©rmance, the greater u. Comsamar's dissati=otan, This SL.ggC:.f‘l liiaboo |00 Tt
reteieie that faithfuily repre s v mroduer™ pertontioar- g0 that buye.s are sacs..

S seiiers mighe aven understate performas -~ ie g e b‘bm-l':fmqumer m:f‘#"‘:“

ST e prolt., '-"‘or' example. buedinig sells aircraft worth Leno o

cormes satisfaction i Imortant for repe~t nurchases and the COMPAny's i [ 1f om, R. 2T

salespeonts tend o he conscrvaiive when th;y estiate their proch.ci s potentia! benefiis. - 3

crost always uinderestimate fuel efficizv—they promlse a £ percent savings thai tuyms out

b N opercent. Custonwrs are delighted witiv - te-than- expected perivrmance: they buy
Bk = other potential cusicers that Bocmg lchS Lp G te promises. ‘

HERN

f'._}«__;rg_;; g S(Immct R

ot all-mator parchases resuli G sognitive dissonance, or diqcoﬂntor‘t caused by
NOIG el Alker f o rurchase, conswiiors A saritfed with the benefits of the
thos o orand ape = s s avsid the deos hecks of the brands non bought |l.u-=“fe" every

42 INVOIVES cominy. Consumers el unea: shout ag qumng the drawoabm rrf .ne
-+~ and about losing e

the: brands:
fioeoie -oscrachase dissonance for cves

Aciviny Y N O

Wi

new-task buying
i= huving process. Buyers making modified or

w2t e U 'be business buying proce:s, Sivers «who face a
LTI WSuan, ro throush all s £

S & o0 ohovs may skip somz o the stages.

L veblert recopnsa, ' _ ‘ .

o T S heging when SOI]]&.('[ it he e
tha ¢ e omet by "'f‘f]”‘rln” a spacitic p00d or service,
R EEEHIT, Lx{t"‘rlal stimuli. Interrially, the comparty may de01de to launch a iiew p.uum' !"-.O,z.
CAGITRT MY Eredustion equlpmenl aiid "“aterrilﬁ or 2 machine may breakdown and need new

VR crent mronlier's fwroduct guality,

o .{ualus iu Rl e ound m},

T i L v IS L STETIIN .){,l]\.uJu LB SN Van T 1 thigir

Maior Stages of the Busiicss oving i9 oces
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UNIT-2: MARKETNGANDECONOMIC
| DEVELOPMENT R

- Aims and: Objectives ) L
After going through this Unit, you should be able to : o
. expla'in the coﬁcept of economic development and economic growth ; -
~* describe the structure of economy ; ' _
* discuss the role of marketing in economic development;
¢ explain the mark_eting_ issue« in India, and

© know the relevance of marketing in different sectors,

Stru cture

2.0 Introduction
2.1'  Stages of Marketing
22 The Structure of the Economy
23 | The Role of Marketing in Economic Development
2.4 Marketing in India . \>
25 Relevance of Marketing in Different Sect Q
2.5.1 Agricu]tural'Marketing
2.5.2 _Co-Opcrati've Marketing
253  Regulated Marketing
254 IhdustrialM.arketing
2.6 - Summary )
2.7 Self Assessment Questions
28 Further Readings
29 K_eywordé

2.0 INTRODUCTION

The terms economic development and economic growth are used synonymously and
interchangeably. But economists made a clear distinction between economic growth and-
economic development. The expression economic growth refers to econiomic development. .
- The expression economic growth refers io economic problems of developed
countries, while the concept of economic development refers to the problems of economic
development of under-developed countries. The development of under-developed countr;zs is
an area of attraction in the subject of marketing management.

Poor countries need an accélefating- rate of develdpméﬁt-to expand marketing to v+ ue- -
areas. The main problem of these countries is concerned with the mobilisation and allocaticno”™
- unused resources. According to Bone, development requires and involvgs some sort of o __-23

e A S TR




24

" 1. Real Nationa! Income

direction, regulation and guidance to generate the forces of expansion and ﬂi‘laintain them.

Thete arc three parameters to measure economic development. They are:
' |

it mexsires a country’s total output of final goods and services in real terms rather than
money terms over a long period of time. ' : '| '

2. Per Capita Real Income | | | . :

1t measures in terms of an increase i per capita real income or oui.p|ut.

3. Econcmic Welfare

By this method econoaic welfare is measured as a process in which the real per capita
income increases by reduction in inequalities of income and t..c satista: tion of the massesasa

whole. : |

I'he following are the characteristics of an under-developed countty.

I

- |

.Agriculture : The main occupation is agriculture and a majority of the people live in
rural areas. _ : I '

Poverty : It indicates low per capita income.

-

» Dualistic Economy : Consisting of ,@ket economy and subsistence economy.

&

 Matural Resources * The natur, 1@;)..;1@@5 are either 11nderutili|bcd or unutilised.

'd countries are characterized by employment prob-
nised cneraployment and under—uneimployment.

¢ nersploymient : Underde
emofvaripus tpes like

S w myrenrereosiip  These countiies are known for the lack of entrepreneurial abil- .
cvarlinde o : l '
o Techaolugr Th o o arenl aackward in techrlogy field.

|

2.1 STAGES O his s ETING. b
_ o — . I
In any country te euon: 21w life has a ms.cry of various stages pﬂ'economic develop-
ment But it is very difs cult to sy exac:” how long each stage of economic development has
passzd through. The nazie . marketj:g m ea:h stage is differcnt dependilng upon the stage of
economic development and te"hnologic:: changes. o o

However, the foiio--ing are the important stages of marketing. |
o . |
1. Self-sufficiency S:age
It is the earliest and primary stage of economic development where the role of marketing
is very pet.pheral and ir:: ignificant. In that stage there wer:- small family |u_nits. pursuing their
economm.c activities to satisfy their wants for food, clotaing and shelter. Itis an economy of self

_ sufficiency. devoid of the concept of modern masketing. 1t 1s known for nhrrow product range
"and non-monetised. '

.
2. Primitive Stage |

{t is characterized by the absence of exchange and as a resull th%re is no basis for a

concept of marketing. In this stage of marketing, factors of production ar¢ owned in common

and the fruits of labour wete shared in common. . ... |
. o |
| .




3. Stage of Barter system

A stage of marketing wherein one product is exchanged for another product There was
no medium of exchange for transaction. A person who possesses surplus of what he produces
were baicered for other goods which he did not produce,

4. Stage of Local Market

The concept of personal selling originated and emerged at the time of bartcr stage of
marketing. It is the barter system which was responsible for the emergence of [heal market,
For instance, trade fairs locally organised on certain days of the week or at times of fest:val are
in the nature of local markets. Later these periodical trade fairs took on more permanent shape
such as stalls, shops, bazaars, etc. The features of local markets are specialisation. exchange of
- goods for money and set up of specialised institutions.

5. Money Stage of Economy

The barter system could not quicken the pace of trade. The lack of common medium of
exchange was the main reason for economic backwardness. The barter system proved itself
ineffective in respect of common measure of value, double coincidence, storage of products and
carrying of goods from. one place to another place to find persons with whom goods can be:
exchanged. The introduction of money has brought a tremendous progress in economic devel-

opment |
6. Capitalism Stage _ <>\>

The capitalists emerged to take advanta scarcity of goods and hegan to produce to
eam profits. They had talent, money, force ahd®xploited working class, thc reby resultad ir the
creation of two groups, haves and have nots, capitalist and labour class.

7. Stage of Mass Market

Another stage was a stage of mass production. The tertiary se o1 smerged and as a
result the complexity - of marketing has changed considerably, Thi: stage is characivised
by industrial revolution, heavy mach inery, abundance of production, keen competition, improve-
' ment in transportation and communication. The mass production has led to storage, insurance,

- wide network of distribution, etc. '

Activity -1
State the important stages in Marketing.

2.2 THE STRUCTURE OF THE ECONOMY

The structure of Indian’ economy consists of three broad sectors. They ure ;-

l.  Primary sector
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‘1. Primary Sector -

_scale and smalt scale. Small scale i
" The mixed economy consists of pr

2. Secondary sector .- -- -

~ 3. Tertiary sector

" The nature of th_es;e; sectors is as follows :

= ltis primary stage in economic _developmcnt_.l It is exclusively relEting to agricultural .
sector. 1t is characterised by farm economy. It is the first sector of the Indian economy consist-

ing of agriculture, animal husbandry, dairying, forestry_and- fisheries. It was the first and the

“oldest form of activity known to man everywhere. These occupations are primary because they

are the oldest occupations and many other sectors of the economy are depending on primary

sector. Because of this it received major attention of the Government an# Five Year Plans. It
i< the sector of livelihood for any economy. In this stage the GNP and ;:Ter capita income aré
IOW. ’ ’ . o . ’ : N i

2. Secondary Sector . L : ‘ R

It is the sec011_défy stage or called industrial sector.. It is characte ised by the indﬁsﬁi:i}

" orientation of the economy. The secondary sector of the economy consists of small scale and
‘large scale manufacturing industries. These are secondary to primary occupation. This stage

commenced in the last phase of primary stage where production process| is mechanised. This
stage of econoiny shows upward trend in _GN@md per capita income.

The industrial sector is again divi

to three _subiséctbrs namelir large scale, medium

upon agriculture to a considerable extent for raw material and for their Tarkets’.
3. Tertiai‘y Sector | _ - ‘

 Itisalso called as service sector, a third stage of economic development. It is ch‘aracteti_seﬂ -
by its technological orientation. The word tertiary means third in order. This sector does not -
produce physical products but produces services. Hence, it is also called as service sector.”
These services include raiiways; roadways, banking and finance, insuran e,-transportation;_-toﬁr—_ '_
ism, healthcare services, recreation and entertainmeént, communication, internet and intefna-
tionaltrade, power, etc. Several companies have emerged to undertake _service__aéti\fitieg;f"j <

~ For instance, transport is essential for marketing of goods and hence modern economy
cannot exist without an efficient system of transport. Similarly, éommuqi(_:ation services help in
removal of barriers between regions. B R n

% E

ies include cottage industries and village industries. . .
sector, public sector and joint sector. Industries depend”
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Buying situations

- Stages of the buyir").g_'proeess - - "New Task Modified Rebuy Straight Rebuy
I '_P_ijeb]em rec'ognition ' _' _ Yes .. Maybe No-
2. - General need_deseription . Yes _ . _"Meyb_e- o No
| 3. I_%r’o_dut:t speciﬁcatioh ' o Yes | .-.‘.{es | ch_
4. Supplier search | : " Yes |  Maybe o No
5, Preposal Se.lieitation-_' - o Yes - -Maybe. " No -
6. Supplier eelection. R o Yes Maybe =~ No .
7. Or_der-_r'oultine '_speciﬁcatieﬁ._ : -.-'-Yes : E Maybe - - IR “No -
8. Performance réview o Yes . Yes 0 Yes
2. General n'e.e.d d.'escription-

Havmg recognued a need; the buyer next - prepares a general neecl descrlptlon that
descnbes the .characteristics and features of the product required to satisfy the need.For

“standard 1tems this process presents few problems. For complex items, however, the, buyer
may have to work with others—engineers, users, consultangs—to define the item L. The team
.may want to rank the importance of reliability, durabilit \;be and other attributes desrred in
the itcm. In this phase, the alert business marketer’ c% p the buyers define their needs and-
(v

provide mformatlon about the value of different p haracterl stlcs

3 Product speciﬁcation ' ) E %

The buymg organization next develops the item's technical product spemﬁca‘uons often
with the help of a value analysis engineering team. Value analysis is-an approach to cost
reduction in whlch components are studied carefuily to determine if they can be redesrgned

standardized, or made by less costly methods of production. The téam decides on the best .

product characteristics and specifies thein accordingly. Sellers, too, can use value analysis as a

-~ tool to help secure a new account. By showing buyers a better way to make an object, outside -
. sellers can turn straight rebuy situations into new-task 51tuat10ns that give them a chance to
obtain new busmess

4. Supplier—.s_earch

The buyer now conducts a supplier search to find the best vendors. The buyer can compile

a small list of qualified suppliers by reviewing trade directories, doing a computer search, or
phoning other companies for recommendations.- Theé newer the buying task, and the more

‘complex and costly the item, the greater the amount of time the buyer will spend searching for
_ suppliers. The supplier's task is to get listed in major directories and build a good reputation in

the marketplace. Salespeople should watch for companies in the process of searchmg for.
supplrers and make certam that their firm is consndered ' :

: 8, Proposal Qsolicita_tion

B In the. propésal solicitation stage -of the business buying process, the buyer invites
qualified suppliers to submit proposals. In response, some suppliers will send only a catalog or -
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. Order-routin'e_spet’:ificatii:u_ﬁ '

‘chosen supplier or suppliers and lists i

8. Performance review -

- ask them to rate their satisfaction. The performance review may lead

-a salesperson. However, when the item is complex or expensive, the 'E)uyer will usually require

detailed written proposals or formal presentations from each potential supplicr.

Business marketers must be skilled in researching, writirig, and presenting proposals i
response to buyer proposal solicitations. Proposals should be marketing documents, not just
technical documents. Presentations should inspire confidence and shk)uld make the markgeter‘s_'

company stand out from the competition. : ‘

6 '.Supplier_ selection | - e | h ‘ C

Th_e members of the buying center now review the propbsal's and select a supplier or .

suppliers. During supplier selection, the buying center often will dra up a list of the desired

supplier attributes and their relative importance. In one survey, purchasing executives listed the
following attributes as most important in influencing the relat-ionsh‘ip between supplier and
customer: qtia_lity products and services, on-time delivery, ethical corporate behaviour, honest .
communication, and competitive prices. Other important factors include repair and servicing
capabilities, technical aid and advice, geographic location, performance history, and
reputation. The members of the buying center will rate suppliers against these attributes ahd '
identify the best suppliers.’ o ' 7 : ' ' '

specification, It ihclude! ¢ final order with the
»uch as technical speciﬁjations,- quantity needed, .
57 and warranties. In the case| of maintenance, repair,
and operating items, buyers may inket Contracts rather than periodic purchase orders-. A
blanket contract creates a long- elationship in which the supplier promises to resupply the
buyer as needed at agreed prices for a set period. The seller holds tﬁie'stock and the buyer's
computer automatically prints out an order to the seller when stock-is needed. A blanket order.
eliminates the ‘expensive process of renegotiating a purchase each time stock 1s required. It also
allows buyers to write more, but smaller purchase orders, resulting in lower inventory levels
and carrying costs. Blanket contracting leads to more single-source buying and buying more
items from that source. This practice locks the supplier in tighter with| the buyer and makes it

The buyer now prepares an order-rougi

expected time of delivery, return poligj

~ difficult for other suppliers to break in unless the buyer becomes di_jsatisﬁ_ed with prices or -

service.’

In this. stage, the buyer reviews suppiier performance. The buyer‘ may'_contact users and

the buyer to continue, _
modify, or drop the arrangement. The seller's job is to monitor the sa}rne factors used by the

buyer to make sure that the seller is giving the expected satisfaction.

We have described the stagés that typically would occur in a new-task buying situation

- The eight-stage model provides a simple view of thebusiness buying decision process. The . |

actual process is usually much more complex. In the modified rebuy or straight rebuy situation,
some of these stages would be compressed or bypassed. Each organization buys in its own
way, and each buying situation has unique requirements. Different buying. center Pparticipants
may be involved at different stages of the process. zf_";]th(ju“g'h""'ch:'l‘tairiI buying-process steps
usually do.oceur, buyers do not always follow them in the same order, 1nd they may add other
steps. Often, buyers will repeat certain stages of the process, S '




Activity -V

What are the stages in industrial buying process?

8.7 SUMMARY

This chapter proposes a basic model of consumer behawour In this model, marketmg and

~other stimuli affect a consumer who has certain persenal characteristics and a partteular buyer

decision process. The consumer responds with certain observable buyer. responses 1neludmg
product ehmee brand choice, dcaler choice, purchase tlmmg, and purchase amount

Mar’keters must understand how consumer buyer behawour is aﬂ’eet‘ed by a buyer's.
particular characteristics and personal. decision process. Buyer characteristics include four

major components: cultural, social, personal, and psychological factors. Culture is- the most -

basic determinant of a person's wants and behaviour. It includes the basic values, perccptions,
preferences and behaviours that a person learns from family and other institutions. Social

factors also influence a buyer's behaviour. Product and brand choices are stron gly affecied by a -

“person's reference groups, including family, friends, and social and professnonal organizations.
Personal factors such as age and life-cycle stage, oeequon gconomic situation, htestyie and

personality also influence buying decisions. Finall
_ four major psyehnlogea} factors- motlvatron pe on, Ieammg, and beliefs and attltudes

The business market is vast, In many @s it is srmllar to the consumer m’trket ‘but the
business -market structure generally has fewer and larger buyers who are more geographically
" concentrated. Business market demand also differs from the consumet. market, and tends to be

derived, largely inelastic, and more fluctuating: Within these ‘markets; business buyers face - o

-more complex purehasmg decisions. To- handle this complex1ty, businesses olten use more
buyers who are better trained and more professlonal than the typlcal consumer buyer -.-

-Business buyers make dec151ons that vary. w1th the three types of buying situations:

straight rebuys, modified rebuys, and new tasks. These tasks are handled by the buying center,

the decision-making unit of a buying organization, which can consist of many persons playing

many roles. As with the consumer marketplace, there are many environmental, individual, and
“interpersonal factors that affect busmess buyers as well as organlzatmnal factors that are
: umque to busmesses : :

The busmess buymg process. is mvolved with eight basic Stages problem recogmtlon-
general need description, product specification, supplier search, proposal solicitation, suppller
selection, order-routine specification and . performance review. As business buyers GTOW
more seph]sttcated marketers must eontmue to respond in approprl ate. ways. :

8.8 SELF ASSESSMENT QUESTIONS
L _S_horl't'Answer Q’uestio_ns P

1. Define consumer behavtour

o 2. State the models of consumer behawour.

umer behaviouris also influenced by -
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PRI

3 ‘"-Elaborate ‘the concept of ¢ cogmtwe dlssonance L L ETA

4 What are the steps in i _dustnal buymg process‘? '

IL _-‘-_L'_ong A__ns_Wer Questions

e e BT
D :‘%.(;.: H

" 1. - Explain the i 1mportance of consumer. behawour in today s markets L

A -Discuss the various factors mﬂuencmg consumer behavnour o
3, '--'What are the key clements of the Howard Sheth modet of consum%r behawour?
4. | ‘ oo

Dlscuss the stlmulus response model of consumer behawour
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'UNIT-9: MARKETING RESEARCH _

_Aims and Objectives

9.0 INTRODUCTION _

The objectives. of this unit are to help you t0: _'

. 'eXp[ain the role of information in decision making';'
° uhderstand the purpose and.scop'e of mafketing research and how it can be tjn'c!értake'-n;'

* explain the different areas of applications of marketing research in the Indian context;
and . _ _ _ S

. . identify the difficulties in cénduct'ing marketing research.

Stru ctu ife '

9.0 Infroducti on

9.1 Ma_r_kéting Décisi_éns L

92  Definition of Marketing Research

93 Marketing Information System

94 Designing Marketing Information S.ys'tem
9.6 Steps in Marketing Research Process Q

9.7  Applications of Marketing Rese@?‘ -
9.8 Marketing Research in India % '

9:5 - Nature and Scope of Marketing Researcll\). "

9.9 Problems in Marketing Research in India
9.10  Summary

0.11 Self Assessment Que'stions:

9.12 Further Readings

9.13 Key Words

‘By now we all know that core of Marketing is identifying customer needs and satisfying

- them in the best possible way. The success of a company depends on how well the producers

understand the customers in order to produce superior value and satisfaction. In order to -
understand the customers ‘and deliver superior value, companies need information on what
“customers needs and wants are? What are their likes and dislikes? Several“%uestion's that crop -
up in the minds of tustomers are : - What do these customers buy? When do they buy?

Where do they buy? Why do they buy? How do they buy? and so on. In order to answer these :

" - questions company needs right information.. Gathering relevant data on consumers & ‘markets, .

collating such data and analysing the data form a part of Marketing Kesearch. Due to
increasing complexity of marketing and business activities. MR has also grown in its

~complexity.. Due to liberalisation ini the markets, resulting in free market forces operating - -

unabated, more and more products are‘'mushrooming into markets causing fierce competition.
The radical change in markets in favour of consumerism empowered the customers, Customer -



" information. On the basis of information provided by

) preferences and purchase behavrours have undergone dramat1c change makmg marketrng
: actlwtres maore complex, neeess1atmg the need for Marketmg Research S

_ Role of a Marketmg Manager is ‘to make effeetwe decrslons all the time. Effeetweness of -

- decisions is measured through the gap between anticipated goals : and actual results achieved.
Lower the gap, greater the effectiveness and vice versa. ‘Every decision is assocrated with risk -~
~and uncertainty. - This ean be. m1t1gated through rlght mformatlon to ensure ‘quality. and

- eﬂ"eetwe demsxons ' : : S '

5 _9.-1 | MARKETING 'DECI_SIONS B

Decrslon Makmg is the core of the aet1v1t1es of every manager more so the ma.rketmg
manager. You must have observed that some brands are more popular than their competitive -
‘brands. Some people buy a partrcular product but not other products. Why does it happen?
‘What makes a buyer prefer a particular product, It can be attnbuted to Quality, Price, Product
Superiority, etc. The producers and marketers must know on what attributes people preferina . -
product. “This -can be understood through Marketing Research which enables Marketmg" '
- Managers acquire crucial information. On the basis of such’ 1nformat1on products can be

1mproved and modrﬁed as per market eondmons and customer needs :

_ ngl'lt mformatron on right attnbutes of produets isa must for marketmg deelsrons The L
prime purpose of Marketing Research (MR) is identification of -informiational needs of the .-
Company and - providing relevant, accurate, réliable; . vahd and timely - information. -This

" assumes greater importance in the light of growing cost of infiqrmation and its implications for

the organisation. For example, a multi crore Marketin arch project delivers volume of

eting Research Division, company

- goes ahead with the decisions and fails miserably d unsound grounds on which Marketing
" Research is done. Unrelrable and inaccurate datiNgpbve 1o be a ﬁ.ltlle exercise to the eompany, -
it will have disastrous resuits due to company’s, wrong decisions which’ have serious-

- 1mpl1cat1ons for the very existence of business. One must bear in mind that there is every '
Ipossrb1lrty of gettlng right answers for a wrong question. - Hence one must be clear while

 ‘posing a question. Decisions should not be based on-gut feelmgs, intuitions and }udgements of -

" the decision makers. Sound deersrons are: always based on sound . 1nformat1on supported with
_evrdential research : S

'. Actmty I

" If you are appomted as Manager of Markettng Research Dwrsron of a company producmg o
chocolates, how would you support w1th 1nformat10n to fa0111tate effeetwe marketmg deerslons
to 1mprove sales'? ' T “ :

-4-......'.....-................-.._.....---..............----.g...g...'...--..........-.--............--....-..._..;,.
R T LR T e e R R R R

L9, 2 DEFINITION OF MARKETING RESEARCH

_ Aceordmg to Richard Crisp, “Marketmg Researeh is the systematrc ob_;eetwe and
o exhaustwe search for the study of the facts relatmg to any problem in the field of marketmg
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- major activities of marketing such as identification of marketing probl

Philip Kotler defines that “Mérketir-lg.Resqaréh is a systematic problem. ana_l_'ysig,ﬁ.model .
- building ‘and fact finding for the purpose of important decision making and"cq'ri'ti‘b_l""fﬁ”the N

LTS

marketing of goods and services”.

. According to American 'Markéﬁng 'Assdciat_i_dn that “Marketing Research i .the
systematic gathering recording and analysing of data about problems relating to the marketing.
_of goods and services”. e ' - S

AGR. De_lens. séys ‘that ‘Maxjketing Research is_systematic_'.s‘[_u_dy_"-_and'evahjaﬁdn?;of all
factors bearing on any business operation which involves the transfer of goods from producer

to consumer”.

In the ‘words of | Nar%h;K.Malhotra, "‘Mark_éti_ng 'R_'e.séarch' is the .systefriatié and.

- objective identification, collection, analysis, dissemination and use |of information for the
purpose of improving decision making related to the identification and solution of problems

and opportunities in marketing”.

| Al_nericali Markéting Association (A’MA) Redeﬁnes'Marketing Reéraréh_ (MR) T

. Board of Directors of AMA has approved the foll’owii:;g_' as the new definition of
Marketing Research: - S o S

“Markétir_’_lg Research is the function that links the consumer, cusfomer and public to the

. marketer through . information - — informatjon used to identify - nd: ‘define marketing
. opportunities and - problems; generate, .3
- marketing performances; and improve |

e and’ evaluate marketing
tanding of marketing as a process”.

~ Despite many diﬂ‘ére'nqes_.ié'\ definitions, there are many co _'bnaltiés. too, It is
~evident from the definitions sta¥ above' that these commonalties focus mainly on the
following.. - S - L : SR

. MRisa systematic s_tﬁdy_of pfdbléms Of marketing, 3
e The study must be an objective one. ': N | _ R
. .Thé'purpbée of the s‘t.u.dy is to sea:.rcl;l' for facts t_ﬁﬁt' facilitafe _ldeciéion-m-éking_.-' '
e These facts ‘must help the marké_{ihg proc_eés, the transfer of goods .a.n_d"sel:'vicés' from

" -producer to consurner, : B - R

e : '._"MR must finally result in solutions.

It is also clear that the new definition given by American Ma‘rké‘ti_né Association is very
‘exhaustive in its scope.” It covers all the aspects of Marketing Resear% mainly focussing on .

ms and opportunities,

designing, - implementing and- evaluating marketing actions, reviewin performance -etc. to

‘improve the marketing' performance. It. focuses on producers, conspimers, customers. and
pubiic. It also emphasizes the role of information in delivering results in marketing. It can be
- concluded that definition given by AMA is more exhaustive in its scope R

ctions; momnitor




9 3 MARKETING INFORMATION SYSTEM (MKIS)

- Marketmg mfonnatlon is basic requlrement for every declslon n marketrng area. Success -
of marketing decisions depends on timely ava1lab1hty of information and its accuracy levels. .
‘Matketing Information decides success.or failure of orgamsatlon Success of an orgarusanon '

“also depends on’ understandmg the market environment. Both intérnal and external vanables

- influence the marketihg decisions. Reliable information on these varlables facilitate managers B

to make ef‘fectwe decnsnons and in turn desrred results _
_ How__does MKIS beneﬁt organisations? o
CMKIS: | __
. H'elps market'ing planning with reliable inforrnation' R
. Helps in identi fymg new market opportumnes \)
.. 'Gwes a clear 1dea about emergmg market trn’
e Helps in 1dent1fymg competrtors and thQ.s rengths

. Helps in understandmg consumers anfyproducers bettter

| . Helps in acqumng penodlc information to analyse, understand market reqmrements

which in turn lead to the development of new products and modify ex1st1ng products in.

_ consonance w1th changmg tastes and preferences of consumers

!

e Provides us contmuous feedback about the acnons ‘and reactrons of market.

e Helps in bndgmg the gaps between customer expectattons and producer 3 delwerables :

-' -Reduces the market rtsks and uncertamt:es - P L

: .To sum up MKIS Dm sion of an organlsatlon is guldmg star of the company It guldes all :

market act1v1t1es 1o ensure effectlve decmons

.- Classd‘icanon of MKIS

- MKIS can be classnﬁed on two fold criteria. Flrstly on the basrs of purpose for wh1ch' _
information is needed. Secoundly on the basis of content of 1nforrnat1on -Former focuses on the .

' marketlng act1v1t1es which mcludes
' In_formauo_n relatlng to: -
' 'a)_ Marketing Planning;
i b) l\/larketing-'Decisio'nS'
" .' c) Marketing Operat1ons and
' d) Marketmg Control




The later focuses more on information on various categories such as information on

a)- Products
.b) .C_-on.{sur_ne.rs' . | o N o 3 . _ ‘ o
¢) Prices . " - . ' ‘
_ d) Distribution
g) Proriotion _
f) Competitive environment - - - ) o ‘ '

2) Govt. polioj}etc. : o _ - o ‘

Why Marketihg Information Sys_tem .(MKIS') S _. ‘

Firstly we must_unclerstand what a sys_tém is all about? Syster is a structured process through
which inputs are reccived, processed and results are delivered on a continuc‘)us basis. A system
ensures: ) o c ' . o : o '

a) Collection of data on regular basis; _ '

. b)-' Conversion of raw data into processed refined useful information;
" ¢) Information to be used for various purposes; and - : -' ‘

d) Information is a resource. It can be used on-pe_re_ﬁnial basis.
Activity —III . -

'_Deﬁné Marketiﬁg Information Syste

" 9.4 HOW DO WE DESIGN A MARKETING INFORMATION
. SYSTEM? ST
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|
" ~MKIS consists of people, equipment, procedures to gather, anzjlyse, classify and
disseminate relevant data regularly on time. Important steps involved in designing MKIS are:

- STEP _ Identification of Information needs : ‘

- * What kind of information marketers need? Is it possible and feasible {o offer that kind of
information that the managers ask for? It so happens that too much-of information makes the -
managers mad and also too little information does serve the purpose. To cite an example.a

~marketing manager needs to know crucial information on advertising budgets of the
competitors to plan for brand. building activities of the company. But it may not be available.
Similarly. information of new products that the competitors propose to intrdpduce in future will
be of greater relevance but not available. Conversely volume of Jata|about competitors
existing products arc available but may not have much of relevance. Hence the point is
managers need reliable, relevant and useful data at afferdable cost and venclics thal accrue’
must be substantial over the cost of acquiring, processing, disseminating information.of that
kind. E ' ' o

. . ‘ .




STEP-2 Develﬂping Sdurcés. of Information -+ :

Information can be colleCLed from both mtemal dnd externd] sources. Company collectq.
lots of data for various purposes. Financial statements, feedback from ‘;a[esmen sales reports,
customer details, demographigs, psychographics of customers service étc. will.enrich the MR
division with volumes of data. 1t is the ability of MR division to process the raw data into
useful information to support decisions by developing datd support systems (DSS). Marketing
Intelligence smoothens decision ‘making process. . External sources of information include
Government publications, journals, newspapers, internet, etc. - '

STEP-3- Data Analysis

Based on some criteria data can be classifi cd For cxample on the basis of demographic
and Physchographic classification, data can be analysed. I~1g 9.1 explams a typlCa] structure of

. marketmg Information System (MKIS). .

STEP -4 Dissemination of I-nformaﬁon '

Information should reach the rlght destination on time so as to’ fac111tate the decmon—
makcrs and it has to be a continuos process. Dissemination of MKIS has become more easier
in- the light of Information Technology, and commumcatlon revolution. Rampant use of

personal ‘computers made -the dissemination process more simpler and quicker. Routine =

Information reports. come in handy- for the managers to use the mformatlon at the press of a

.button ' ) . o | \)

-Characterlstlcs of a good Marketlng lnformatlon : 0

s Information should be comparable ?Q‘"

* It must help in decision makmg and he]p a dems_lo_n support system -
o User friendly lnformanon - ' h
. e Clarity in information
® Accuracy |
» Reliability
» Economy -
. Timeliness

» Unbiased

Good MKI_S must ensure all the qualities stated above.
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.Mal"keting Manager {.‘___\ -

. Decision | @e_ | Retrieval ‘ Specific | i
Or!entgd. : .I : : > information |
Information : needs

Analysis -

| DATA BASE -
EXTERNAL | | INTERNAL ||MR STUDIES

Fig-9.l

9.5 NATURE AND SCOPE OF MARKETING { ESEARCH

Marketing Research (M'R)_ efncomp.assés' all the aspects of marketing relating to

identification of consumer needs and s, product designs, product modifications,
" adaptations, product mix, pricing, packaging, advertising, branding, marketing control, sales,

distribution, competitor analysis, m@ﬂg policy etc.

Marketin- ;arch is th&undation for marketing. As we have learnt in the
introductory chapter, the core of marketing is identifying customer needs and accordingly
design products so as to sell them successfully in the market. MR must preceed product idea
generation. Mere idea generation and product design do not suffice as‘ we need to constantly
develop-and modify products and services as per the market requirements. The focus is on .
identifying and satisfying customer needs. To successfully implement marketing strategies
and programs, managers need cruciat information which is possible only through Market
Research. _ - : S B ‘ | B



The followmg ﬁg are deprcts the scope of Marketmg Research

e —
.
i .

1. Marketing -
- Variables
*-"Pro'dnct
* Price
_ * Promotion

Controllable -

* Distribuition

information

Customer Grou ps

- ¥ consumers
* employees
* shareholders

* suppliers -

*Marketing
Resea'r'ch '

/' I

Assessing ' Prowclmg a Marketmg.
mtormatlon * -decision .

" Controllable

enwronmental

1. factors’
' *Econom)

* Technology
* Competitors
*Policy -

| *Sacio Political

L
: Marketmg Managers 6‘)

| ¥ Marketing Pr

¥ Market Segmentati
* Target Marke@&;

* Performance an control‘

(Flg 9.2 — Scope of Marketing Research)

* Eco-cultural factors

(Adapted from Naresh K. Malhotra s Maketmg Research P. 12)

_ Flgure 9 2" deplcts how marketmg managers 488658 mformattona] needs, and how
" decisions are’ made on the. basis of available mformahon with reference to segmenting, -
- targeting, posmomng and plan. marketmg programs and controi marketmg activities.” Market -
*Research also covers marketing mix variables and various key business partners such as _-
' 3customers employees, shareholders etc, and also environmental factors - such as Socno-_ '

Economlc Pohtlco-Cultural varlables affectmg busmess

Market Research fac1htates decrslons regardmg dlstrlbutlon channels prlcmg strateglcs o

' be followed de51 gmng promotlonal mix etc.

9 6 MARKETING RESEARCH PROCESS

Marketmg Research process con51sts of srx steps 1n accomphshlng the task of completmg -
MR study They are; . , . .

Data analysis

s=~.¢h.4=-s»!\=.—-

' Problem identification . -

- Developing an approach to the problem :
Preparing research design '

- Data collection

- Report wntmg and presentatlon and mterpretatlon
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- demographics, attitudes etc: The third category of research is casual r;carch, which focuses on

" Let us discuss in detail each of these steps. - ... ‘

1. Problem Identification: Right diagnosis of the problem gives clarity to the

researchers on what variables we need to collect data. A well defined probleris half
done. One must clearly identify and define precisely the 'problT'm of research. Research

* objectives must be defined clearly. Deducing conclusions on the basis of intuition Jeads

to wrong conclusions, One must understand the purppse of conducting Marketing
Research. The very objective may explores preliminary information about the proposed

problem. This kind of Research is known as Exploratory Rese?rch. Research may be of - "

descriptive in nature..
Descriptive research describes the problem such as understanding the market potential,

cause & effect relationship. Identifying right causes for the probiem prescribing right solution
to the problem. Prescriptive research is the result of right diagnosis of the problem. To cite an

. example a sudden decline in the enrolment for a course-of a university necd not be attributed to
insufficient advertisement of the course and hence increasing advrsrtisemcnt budget is not

correct solution. Ong needs to analyze causes that contributed to llow enrollment. Hence
1dent1fy1ng the prob!em is Very 1mp0rtant aspect in Markell ng Resear}:h '

2 _ DechOpnng an Appmach to the Problem Havmg 1dent1f'ed he problem the next task

is how to approach the problem. Formulating. theoretical fdmework designing an
analytical model, preparing . res questions, formu]atlr)n of hypothesm data
requirements etc., are very viial i rketi ng Research. :

3..  Research Design: It is g‘prim of 'the p]an to be executeh-. Before constructing a -

_building, an architect m a detailed plan and mason proclires all the raw m;i_terial
required as per the plan and sequence of activities to be performed. Similarly a detailed

‘plan of Research activities to be executed is known as ‘Research Design’. A good -

research design makes execution easier. Primarily it consists of objectives of the study,
hypothesis, "data sources, likely- results, limitations, etc. ‘ Precisely, it inciudes
questionnaire design, sample size method of data collection Tc and. aiso designs the
scope of Marketing Research. :

4. -Data Collection: Data collection is one-of the crucial aspectd of Marketing Research.

Quite often many researchers directly resort to- collection of rimary data. One should -
identify all the existing sources of data failing which onc nee to look at primary.data -

collection as a last resort in the absence of secondary. data. 1t is similar to that of a

surgery which is done as a last resort when all possibilities for cure are exhausted. There .

are two sources of data. (1} Prlmary sources of data (2) SecondTry sources of data. -

‘Primary data: It can be gathered by desugnmg a questlonnalre‘ or schedule. ]“rained.

enumerators ensure reliable data collecnon Primary data can be collected through expert

opinion, surveys, by mere observation etc. Questionnaire design is very crucial in gathering’

data. ‘Questionnaire’ can be structured .or unstructured while dele gning a-questionnaire
researchers must exercise utmost caution. Clarity of information neec}ed types of questions to
be posed, phrasing of questions, sequence of questions, rigor & tone with which we pose a

* question and get the responise, number of questions and their size ¢tc “should be planned very

meticulously. Having designed a questionnaire one must.go for pchcst of a questlonnalrc o
know its valldlty and convenienee in conducting survey. Selection of dample size is yet-another
area to concentrate. Too big a sample will have implications for money and time spent for
research. Too small a sample may not give even reasonably accurate results. One need to be
very careful in ldennfymé sample frame from which sample is drawn ‘ :

: R T |. P
i ' -il_.hu"' - ek "




- Reports from Planning .Commission; Economic Survey ‘Report, Confederation of Indian
- Industry (CIT). Government Departments, Operations Research Group (ORG), Tndian Market
" .. Research Bureau (IMRB), National Council for Applled Economic Research {NCAER), -
‘Pathfinders India, World Trade Organlsatmn (WTOQ), International Monetary Fund (IMF);

R 5 e ;.'Data Analysm Volumes of data avallable from secondary sources.or the speclﬁcally._-_ Gl

6 Repor_.t. Wri_ting,' _Presentation "’-ﬁfnterpretaﬁons . Analysis. ‘niust Jead to
- n

Explain the eonstltuents of Marketmg Research Process

'Secondary Sources of Data Collectlon of data f'rom the exnstmg sources is known s

-secondary data, lt may be a known' published - source or: unpubllshed source, . Various
~ Governmient & Non Govetnient orgarisation gather and’ pubhsh data on contmuous basis, -

‘The following are some -of the organisations which- provide- such data. They are Centrat i |
.Statlst1cal Organisation (CSO), Natlonal Sample Survey (NSS), Census Reports; RBI Reports, -

Internanona] Labor Orgamsanon (ILO), Magazmes Joumals News Papers, Internet etc

Both prnnary and secondary data sources have the1r own advantages and hm[tatrons

o "Dependlng upon the- requrrement researchers must declde whether to go for prlmary data or . - 3
’ secondary data ooses il .

collected data ‘through prlmary sources . would ot -servé the purpose of research . . -
. directly. Data so collected should be tabulated ‘classified and bring it to the' form of ~.. .
- useful mfmmanon On some criteria, classifi catlon should be done. Proper edltIng for :
- accuracy is essential. Editing, Coding, Tabuldtion & processing by- using various”™ .0 -
 statistical tools such as measures of Central Tendencies, Arithmetic Mean, Median, **
- Mode etc Measures Scaling of Dlspersmn an Variation, Testing of Hypothesis, <tc’
form part of data analyms Analys1s of data help} the researchers to make mea__nmgfu_l_
comparlsons : L A

meaningful conclusions. Conclusio ust émanate from critical analys1s On the bas:s
- of results of the analysis, recomrnendations. emerge One nieed to write the repoit:on
-~ the basis of analysis. While drafling report one must keep in mind the readers
* - whom the report is useful. Report'must be legible; simple and self: explanatory Desp1
‘the best effort in analys1s if the. results are wrongly interpreted whole exercise go i
~- vain. It is therefore very important to rightly interpret the results. One must understan

. the implications of the research and also one must know how does the research output' R
atfects the orgamsatton'? e SR R

Acttvnty IV -

- ' of marketmg Mostly Marketmg Research is concentratmg on the followmg areas. .

Marketmg Research in India has g‘rown leaps and bouncls It is penetrated into every area

1. Product Research Understandmg the product 1s core of marketmg whlle meetmg thc _:_

" customer expectanons product quahty and des1gn play a wtal role Product Rescarch is -
usedfor ' : S - L

[




a) ldentlfymg new produet ideas. |

b) Testing markets regardmg consumers acceptance of new product laun_ched;_ o
o) Identlfymg the need for change in  product. .

d). Modlfy / Adapt products '

¢) Product positioning i.e., in "_which' segment of the market the product can be best
posmoned ' ' :

f) Product charaeteristlcs and attrlbutes
) Product appeals. - '
2. Consumer s Research: Understandmg Consumer is primary in desi Jning ari gnt product.
Research areas melude ' :
_. a) .' Consumer preferences
b) Psychographies |
c) L11estvles '
_ .d) _Purchase Behawour | N
_ e) '.Composmon of Consumers (Women Men, Chlldren then' age groups. ete.j
. f) Post purchase feelings - |

g) Loyalty .. | -- \>

h) Motivators to buy a pamCL.]ar br, ?

i) Brand image etc. ?Q"

j). Customer Relationship Mandgement (CRM). :
MARKETING ANALYSIS

o .Marke't Potential
. _Comp_et'itors _ _ _ _ '
o . Market Share ' | : | S | ce T
. Foreeastmg - ‘
. Segmentmg markets
_ . Target Markets _'
e Test Ma_rkets o
. Dfstribution Ch'annels
. Mdrket Characterlstlcs

. Extemal and lntcmal Environment in whleh busmess operates

; PO_LICY RESEARCH
» Impact of Government Poliey
e '.Strat_egie A_ppr‘oaeh

. Product Mix
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. 'Pr_iciﬁg Strategie_s‘ '
. Logist’ics_Ménaggmeﬁt
o Portfolio Analysis
. Diversi‘fication Strategies

» Warehousing, Packaging, Branding

s Profitability ‘Research — reducing costs . and enhancing resources to increase

“profitability.

ADVERTISING AND DISTRIBUTION RESEARCH
. Impacf studies :
= Most effective Media Rcsaafch
| e Copy tesiing | |
o Effectiveness .studiés‘ -
» - Channel Research _
e Length of Channel = -
. C.hann.e_l partnérs '

- Margjns and gams for producers and consumers. \) :

Activityf.V - B o o Q

What is Consumer research?

' 9.8 MARKETING RESEARCH ININDIA

No doubt; there is.a gTowihg awareness of Markeﬁn g Research in Indian Ih'dustry. Owing -

to liberalisation and globalisation, compefition is intense, both domestically and

internationally. €ompanies are struggling to meet the expectations of customers. Companies
- put in relentless efforts in understanding the customers better so as to create better value for -

what they pay. Consumer research is gaining momentum in Marketing Research in the post
liberalisation period. The major focus.is on value added services. Marketing Research in

" Insurance, HealthCare and Hospitality Industry is on rise. Product research is undertaken by

mostly new_entrant_s such as MNCs like AT &T & Motorola. Financial Marke_t Research,
credit card research, Image Research, Advertising Research Test Marketing -_Research, Policy
~Research are some of the areas where Marketing Research is making progress. .

Marketing Research services are also on rise. Most important to mention a few-are:

. : Operati 'ons.Rese_::arch Group (ORG) _
. 'Néti_ona’] Council for Applied Ecqnom_ic_ Research (NCAER)
¢ Indian Market Research Bureau (IMRB) '

Apart"from'g'rowing awareness of Marketiﬁ'é;,:_'fRes_earch, Agencies which are rendering .
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| . Marketmg & Research Group (MARG)

Marketmg Operatlons Desr en & Equrtyserwces (MODE)
) Marketmg & Busmess Assoctates (MBA) '

. 'Path Fmders lnd:a -' e

| 9 9 PROBLEMS IN CONDUCTING MARKETING RESEARCH IN
INDIA '

c )

L

_ Though most orgamsatlons star-ted recognlzmg the rmportance of Marketmg Research in
_Declsmn Makmg, it has its own mherent limitations.  There are many problems in conductmg
- marketing research in India. The followmg points elaborate these problems in deta1l

. Non - Avallablllty of Data Marketmg Research depends on both primary and

- _ﬂ-,-._.-q.?;a,_c...t

T

secondary sources of data. Pr1mary data should be considered only as a last resort. But -

data collected through secondary sources is very meager and madequate ‘Even'if data are
_ available mostly it is outdated as the agencies make inordinate. délays in gathering and -
- publishing data. To cite an example; despite the best efforts of Govemment of India -
- through computerisation thereare . -  inordinate delays.in publlshmg census reports
and data becomes redundant by the time they pubhsh S :

'_"Lack of Tramed Enumerators \ﬁa collection is a specialized . ]ob Marketmg o

tion and analysis. Owing to scarcity of trained -

- Résearch heavily depends on data N
o ‘enumerators reliable data is beeﬁ a scarce. Even if data is avallable its rehablllty is-
. highly questionable because @2_‘ ta is not collected scientifi cally - :

* - Problems of Primary Data? As pnmary data collectlon has a 11m1ted purpose these o
statistics cannot be used repeatedly They are confined to smaller geographical area and
- 'serves limited purpose: These primary studies conducted at different locations can’t be
* “strictly comparable for decision ‘making and they may give conﬂrctmg results -due to .
- divergent methodolog1es used in different stud1es These studles are scattered ‘not

_rellable & mostly unorgamzed ST :

Non-Cooperatlon of Respondents Most Respondents don’t respond to the surveys i

" at all they agree to. furnish 1nformatron they don’t invelve in the survey and
" - mechanically they just furnish information without knowing the rmphcatlons Non-
- cooperation from respondents 1s really a llmltmg factor on the rehabllrty of results of
a Marketmg Research C o : . '

Lack of Trust Most respondents do not respond w1th a fear that the cruc1al 1nformat1on -

collected from responidents is misused, more so. certain conﬁdentlal information, ThlS is

becauSe of lack of trust on the part of respondents

K _'Abuse of Respondents Informatlon It has become d practice to abusc the crucial data
gathered for the purpose. To cite an example, a credit card holder gets lots of

information from- ‘many other sales organisations promoting their‘products and. services. . i

Credit card issuing Agencies sell this information to other related business units and' ik
- inturn they use thls mformanon to promote thelr products for commerclal use. :

-Lack of Professmnahsm Most orgamsatrons éven today feel that Marketmg Research
o _1s a luxury. Compames are not willing to invest in Marketing Research as it does' not
. gwe qulck and- d1rect results Compames beheve in thelr mturtlon and gutt feehng In

i,
I
i
u .

Il T ¢ i



R smal! busmess umts & famlly run busmesses Marketmg Research does not play
greatcr role S RIS . o _

8. Lack of Integrated Approach Marketmg Research should be rntegrated with.
* - . “marketing function. But'in most cases Marketing Research is separated with that of
‘marketing. Even if Marketmg Research is used it is used as a piecemeal approach-and.
not with-an integration of other functions and also iot on a continuous b351s It happens -
most}y as aone t1me actwlty and Crisis. management actmty : :

_9. - Expenswe Markctmg Research needs huge sums and the results are on]y lndlcatlve
" informative and approximates.. They are not accurate. Marketmg Research’ does not

~ solve the problem. [t may help in creating alternative: p0551ble solutions to the problem
“Tn most of the cases ‘it is proved that the costs are. dlsproporhonately hrgher than’ the

benef’ ts that accrue to the firms. . :

10. It Involves Precious Time & Money Itisa ]aborlous work and consumes lots of tlme .
" and may not erid up in any reliable and frmtfu] results desplte comrnlttmg valuable-'

' resources eftorts and time. . - :

- "9 10 SUMMARY

Marketmg Research is a systemat.lc study of 1d ntrﬁcatlon co]lectron analy51s and _
- dissemination -of information to- facilitate declslon- aling. To support decision. making . - -

© - process, information is needed on. contmuous ‘basis. 18 possrble by designing an effective.

~ information system. An information system h % organisation in many ways. Desrgnmg' :
- an effective marketmg mformatlon system reduce risk-and uncertainties -in decision

" making.-Researchers must bear in mind différtnt processes in Marketing Research such as

* problem, identification, approaching the problem, preparing a good” research design, data

. collection; data analysis and presentation of results.. This chapter: also gives an outline on. .

different areas of Marketing Research which include product consumer, advertising and pohcy '
: research One has- to be cautlous about the hmltatlons of Marketlng Research and Problems’

_9 11 SELF ASSESSMENT QUESTIONS

' _I_. : _ 'Short Answer Questlons

1. Define Marketing Reseaich. - _

2. What do you mean by Marketmg lnformatl on Systems :

3. L Dlstmgmsh between anary & Secondary Sources of data
4. Dlstmgursh between Samplmg & Popu]atton

5 'What is Research De51gn‘? '

I | Long Answer Questlons :
LR Exp}am the characteristrcs of good Marketmg Informat:on

2 'De51gn an MKIS for a umversrty for marketmg 1ts newly de51gned Dlploma Programs in
Do ._Insurance & Fashion Designing. . o S R

B 'hxp]am the nature and scope ofMarketmg Research R : BRI
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ln thls bloek we. look 1nto one of the 4 Ps of marketmg mnx namely,' |

“product.. The process ‘of de51gn1ng an idea mto acceptab___ _':-'product concept

- :tummg it rnto a physrcal product, grvmg 1t a \brand: name packagrng and posrtlonmg

'1t in the market is called “Product Management

- Unit - 10 mtroduces you to product decisions ie. regardmg levels ol' =
: products classrﬁcatlon of products and marketmg strategy for dlfferent types of

o products Whtle Umt 1 explams the concept of new product development and

: Varlous atages in new product development Unit ~ 12 dlscusses regardmg the
| product life cycle and management of each stage of product llfe cycle The last' N
--'umt of thlS block i.e., Unit - 13 descrrbes the 1mportant features of product 1ts

related strateg1es namely, packagmg and brandmg "This unit also hlghhghts the -

ad\rantaoes and dlsadvantages of brandmg a@ackagmg the product

’?‘
&
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UNIT 10 PRODUCT DECISIONS

~Aims a_nd Ob]ectwes
After rcadin_g this Unit, you should be able to:

. expl etin_‘the mcahing of product;.
. undcrqtand the.product c.onccpt and its featutc_s; :
~®  describe the decisions mvolved in product
e explain the strategles for dlftcrcnt types of' products and
_. » understand the concept of product dlv_ermf'_ cation.
Structure
_ 10.0 . Introduction. o
10.1. Meaning and Definition of Product |
10.2 Levels of Produicts
- 1{)-.3' '-C]assmcat]on of Products’
104 M'\.rketm g Strategy for lefcrent Types of’ Products
10.5 ~ Product chr31f' catlon \)
106 Summary . . B , ?‘Q -.
107 'Sc]fAssessment Ques’uons SR %Q" | _' o
10.8 Rcfcrcncc Books C : . o
109 KeyWords

10.0 INTRODUCTION |

A product may be defined as a bundlc of utilities consisting of various product ieatures
~and. accompanying services. The ‘seller prowdes the bundle of utilities or the physical and

psychological satisfactiens that the buyer receives. when he sells a particular product. The

product levels indicate the importance of -all benefits that are or could be passed on to a

consumer. Further, they help indicate the importance: of creatmg differentiation by changesin - :

the product levels, whlch might be required to counter competition.

Thc customer does not buy merely. the phy31cal and chemical attr:butcs of a preduct. He is

. "really buying satisfaction of want. He will buy a product, which can offer him expected satis-
faction. [n other words, what 4 buyer ! buys is.a mixture of expected phys1cal and psychological . -

satisfactionis. Therefore, the term 'product’ does not mean only the physical product but the
‘total ‘product including brand, package, label, status of manufacturer and distributor and
" services offered to the customer, in addition to the physical product

10.1 MEANING AND DEFINITION OF PRODUCT

A product is any want- satlsfymg attribute a consumer rcccwes in cxchangc The

_product benefits c0u[d be phy51cal as well as psycho]oglcal Formcrly, products were what the -
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deliver serwces to us.

factories made. These days, products are those what the consumers| want. The deﬁmtion of
‘product i is constant[y expandmg It mcludes maore than.a mere bundle, of benehts o

Accordmg to Philip Kotler “A product is anything that can be oFfered to a market for

- attention, acquisition, use or consumption that mi ight satisfy a want or a need. Thus, anythmg,

virtually anything can be covered within the ambit of attention (service or idea), acquisition

(physical goods or tangible part of product), usé (tangible or intangible part such as leased car

when leasing is a service andcar is a physical goods), or consumption (consumables such as
food). In fact, the definition of product conveys more than just natural meamng It conveys ‘the
company’s busmess and therefore the related competitors”. : :

Amerlcan Marketmg Association defined the product as “An hmg that can be of’fered :

-to a'market for. attention, acquisition or consumption 1ncludmg p yswal objects qemces

orgamzatlon and desires”

In the words of William J. Stanton “A product is a complex of tanglbie and mtanglble

attributes, including packaging, colours, price, manufacturer’s prestlﬁe and retailer’s prestige’

and manufacturer’s and retailer’ s services whlch the buycr may accept as offering of wants or
needs” ‘ '

People sausfy their needs and wants with products - Products can be broadly defined as to
cover anything that can be offered to someone to satisfy a need orjwant. Products can'be
physical products (tangible) or semees However, physical products are really vehicles that

' The concept of the product beco er simple 1o understand in terms of what the
buyers buy. Perhaps there is a differen ween what the marketers sell and what the buyers
buy. The marketers are engineerin ted and neglect the psychological benefits the product
offers. One thing more, products both be goods and services, or any combmanon of the
two. Serwces are. 1ntang1ble, and have no physical attrlbutes : :

_' Activity - 1.

Define the term ‘prodoct’.- -

e T T T
i it

.......................................................................................

T

..............................

T

..............................
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10.2 'LEVELS_ OF PRODUCTS

. A product has many other dlmensmns besides its physical appearance. Philip Kotler is of
the opmlon that a product has five leve[s or dimensions, which must be distinguished.

These d|mensi'0ns are:

(1) Core Benefit, (if) Generlc Product (iii) Expected Product (w) Augmented Product and
(v} Potentra] Product.

i} Core Benef t: It is the f‘undamema] dimension of a product as it represents a bundle of
benefits to its prospective buyer. The cofe produci answers the question: "What is the buyer
really buymg”'? For instance, a woman buying a washmg machine is. buymg comfort and not a -




. mere collectton of drum heater and nuts and bolts for thelr own sake and a woman buymg a .
lipstick is buying hope and not a set of chemical and phys1cal att"1butes for therr own' sake The '

basic Job ofa marketer is to sell the core benet‘ ts e

u) Gencnc Product [t is the larger packagmg of a core product The bas1c product is what _
the target market recognises as the offer. For instance, washing:machine, is. recogmzed as
. eollection of drum, heater, nuts and bolts; and lipstick as collection of chemical and’ physrcal o
- - elements, etc. Services have also got features which. are generally mtanglble Thus, services™.
like auto repair, electr1c1ty supply, management consultancy, psychologrca] counse]lmg and_ _

. .medlcal consultatron ar¢ all- products

' _.m) Expected Product‘ The custémer expects the basw product say computer to be -
- enveloped by certain features- (Pent1um—120 1.2 G.B., 144 FDD), style (Desktop or Tower__
model), quality and brand (Compaq, Altos), pacl(age {Carton providing informatiot’ on

contents, and safety of the product), and a warranty (one -year, two-years, three-years) The

most visible part of the product is its features. A feature is named part of the product "Ihe_

- features may be [|sted not in 1so|atlon ‘but comparable fo competlt:on

Thus ‘an expected product is that product whlch is. normally taken for granted by the_
. customer. However, the minimum expected features/benefits may differ from product to
* preduct and.from. mdustry to industry. Therefore, some differentiation can be seen at this stage.

In India, the competition starts at this stage of product level because there are many products

which have been opened-up for competmon only aﬁer July 1991 (the time “of" full—scale.-'_

" openmg up of the economy)

_w) Augmented Product. An augmented product inc \pnot only the tangible elements of a .
product, but also the accompanying cluster of im E d service features. Service features are _

- often used to d1stmgu1sh sellcrs of otherwrse t1ated products

\ It isa broader concept1on of the product It represents the total 1ty of berefi ts that a person :
- may receive or experience in getting the formal product. The augmented product of a

* Television seller is not only the Television, but also delivery, free installation, guarantee, and
service and maintenance. This dimension of the product is- -very important for.a firm operating
. in.a competitive market. The firm that develops the right augmented product will be able tor

attract more customers and survive in the competltrve market

v) Potentlal Product This stands the ﬁﬁh level product leve] which encompasses all the

~ possible augmentation and transformation the product might undergo in the future. - Here is

- where companies search for further-ways to satisfy customers and di stinguish the1r offer. For

. Instance, -all the star hotels where the guest occupies a sét of rooms represent an mnovatlve :

transformatron of the tradmonal hote] product

The competltlon in Europe and America starts at thls levcl of product acceptance The -

“competition does not start at the basic product level. It starts only when all the manufacturers
do not meet customer expectations equally. If they are'met, the next stage of differentiation is

the augmented product. Here, the competition hits.up if all the major brands have almost same -
- features, quality, style, etc. However, a company must -consider ‘the relative cost ‘of .the.
augmentation and the price accepted for the product by customer. The resuiting tradc-ol’f sets_

| the I1m1ts for product dlfferentlatton strategy to be adopted by the company




- Activity -I1

Explain the various levels of produét_. :

~'10.3 CLASSIFICATION OF PRODUCTS

Products are classified on the basis of consumer buying behaviour. and their attitudes.
Products are classified just like ‘markets. Product marketing s facilitated when products are
kept in homogeneous groups. One way to classify products is to group them based on ultimate
users. We thus have consumer products purchased for use by households and the ultimate
users. On the other hand, we have Industrial products, which help in produung other products

or m rendering services. Office chair is a consumer product when you bu
It is an industrial product when used'in a cinema hall. Product clas:

" developing suitable marketing programmes. Each category is further

y it for using at home.
sification helps us in
classified, e.g., fast

- gets one for him. There is another consumer

. greatest value. Thus it is obvious

~ without consuming any time. Milk and vegetables are examples of con

© just oui"prp‘duct. He is, in fact, indifferent to the brand the consumer bu|

moving consumer goods (FMCG) and consumer durables.

Logically, ¢classification of consumer products: should be based upon their behaviour,
However, all consumers do not behave the same way. For instance, one consumer needs
instant lights to be used in emergericies of power failure. He immediately rushes to Abids and
takes a-long time to take this decision. He

tich other shopping areas to select ‘the right
sroducts, and then bays one| which gives him the
oduct can be slotted so easily|on the basis of buyer
develop suitable marketing programmes for different

visits Nampally Market, Secunderabad a
product: He evaluates the available se

behaviour. This makes it necessa
segments of the market.

Traditionally, consumer products are put into three categories

1. Convenience Produets: Convenience products are those which are -%ought with ease, and -
enience goods. Food -

products and newspapers also belong to this class. We put Coke and Pepsi and ice creams in

this category. The point is that we spend just a walk to have these products. Therefore no

~exlensive shopping is needed. Besides, most of the consumers have high knowledge about

thesc products. Therefore huntmg for them is not necessary

Cohvenicnce produ’cts are just commodities for the consumer, and he does not show a
very high amount of brand loyalty. He substitutes one product with another, if the former is not

" available, _Distribution is, therefore, the critical elément in the marketing of convenience

products. The product must be available locally whenever it is needed. |Otherwise the sale is

lost. This means that these products need intensive distribution. We know Pepsi is available in
India at pan shops, grocery shops, general stores, departmental stores, super-bazaats, petrol

pumps, restaurants, hotels, stadium of sports, vending machines and just at an unimaginable
number of outlets everywhere. The onus of promoting convenieive products lies on the
manufacturer. The retailer carries so many competitive brands, and is no interested in pushing

" 2. Shopping products: Shdppin_g brodu_cts are purchased only when the consumer _consider_s.

factors like price, quality and style and visitc 'sevel_'al crileis before deciding to ouy, The




‘consumer ségks information because he does not know much about the product: These

- products are not purchased regularly. They are priced higher than the convenience products. -
- Though visibility is high, there is minimum brand loyalty. Clothing, furniture; -household

-appliances, motor-cars, home repair items are familiar cxamples of shopping goods, A

- consumer who moves around searching for instant lights is buying a shopping good.

It is not necessary to have intensive distribution for shopping products. Here the consumer )
is prepared to move around. The only point is that the product must be available at one outlet
out of several to be visited by the consumer.  Promotion plays. a vital role since the -
consumer seeks extensive information about the product. Price-is critical specially for close -

- competitive products. The consumer’ may substitute a higher-priced product with a lower-
priced one if other things remain equal. C R o L

 Shopping products aré those for which consumers. lack sufficient information about,
product alternatives and their attributes, and therefore must acquire further knowledge in order
o make a purchase decision. The two major kinds of shopping products aré attribute-based and

~ price-based. For atttibute-based shopping products, consumers get information about and then

~ cvaluate product features, warranty, performance, options, ang other factors. The product with
pro ;

the best combination of attributes is purchased. Sony electronics and Calvin Klein clothes are

‘marketed -as attri'bute-basgad_ shopping products. With price-based - shopping  products, e
consumers judge product attributes to be similar and Took around for the least expensive item/. "
store, Consumers will exert effort in searching for information because shopping products-are -

bought infrequen_t] y or have a lafg_é purchase price, -

3. Speciality products: Speciality products are_ thos uct%fgrwhnch there are no
reasonable substitutes. These have unique charaptqri .-or strong” brand identification, -

- Consumers take a lot of pain to buy these prody jois!
cameras, designer clothes, fashionable restauraniey.f
products. The brand loyalty is very high. The consWhers are willing to pay a high price.

Xpensive. music systéms,” expensive

As 'consum_cré demmand a product by brand nﬁme‘, distribution is. less important than it is -
* for' convenience and shopping goods. The product is available at a few select outlets. -

Advertising informs the consumer about the availability of the product. The manufacturer and

the retailer share the promotional budget. The initial product-planning decision is the choice-

of the type(s) of products to offer. Products can be categorised as goods or services and as
- consumer or industrial. Categorization is important because it focuses on the differences in the

characteristics of products and the resulting marketing imp]ications. o

~ Speciality products are the particular brands, stores, and persons to which consumers are
loyal.’ Cjons_umers are fully aware of these products and their attributes prior to. making.a’ -
-purchase decision. They are willing to make a significant effort to acquire the brand desired -

~and will pay a higher price than competitive products, if necessary. For speciality products,

consumers will not make purchases if their choice is not available. Substitutes are not

acceptable.

The marketing emphasis for épeciaiit)’ products is on mainté_ining the product atfrib_ut'es’__'
~ that make the items so unique to ‘loyal consumers, reminder advertising, distribution

appropriate for the product extension of -the brand name to related products, product

improvements, ongoing customer - contact , and monitoring wholesalers' and. retailers'

. performance. The consumer-products classification recognizes that many customers. view the
- same products differently. [t is an excellent basis for segmentation. : '

estigious cars are examples of speciality-
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'dmﬂpnon or model number. Color, style, taste; size, weight,

2. E}e'fm:»ﬁz"riﬁf (loods

‘Products or goods can be classified intotwo broad categories depending upon the use for

use, These categories are:

1. Cousumer Goods

which they are meant. Products can be ciassificd on the basis of their durability/tangibility and ;.
- their R Tk

Consumer goods are meant for use of consumption by the ultimate consumers. Bréad,
butter, TV sets, cosmetics and garments are ail consumer goods. Consumer products are. goods

the good or service designates it as a consumer product. A tangi
physical entity, service, or idea; it has precise spocmcatlons and is

_and services destined for the final consumer for personal, family, or hgusehold use. The usé of |

le product is the basic
“offered under a given-
durability, quality. of .

construction, and effi iciency in use are some tangible features. Consumer products cai be

dlvided on the basis of their durablhty!tan_gi.blhty and their use.

a) Non-durable Goods: These products are tangible goods that| are normally consumed
with ene or a few uses. These goods are mostly pur hased very frequently. These can

e made for mass. consumpnon at most of the shops w th sma

| margin, needing heavy

advertising. Thus 'Surf is advertised most heavﬂy Tata Ht g available at most of the

shops with small mar; gms

by Durable Goods: These products are tangible th.at remaj’ in
and years after-years, They are mostly sold through person.if 5
at speciality shops. For. example video/audio systems, wa

cleaners, ete. \>

use months after months
elling with-high margins
shing machines, vacuum

‘¢) Services: T' e are activj Qo‘f benefits that provide satisﬂ;aotion to the customers.

© The acti<’
and ..

e clubs and fitness centers, the
eating at restaurant or attending

., are the p
susfaction thro

enefits are repair works,
a coaching course. The

services are normally intangible, perishable and are mseparablo from the place

- {msmoranl) or the performer (teacher, artist ete.)

Indwstrial goods 3re meant for use in the comimercial product

on of othér gOOdS or in

-connection with carrymg out some business activities. Machine tools, iron-ore, and electronic

compuiers are all industrial goods. Industrial products are goods and services purchased for use

in the _produollon of other goods or services, in the operation of a

usiness, or for resale to

‘other consumers, Industrial products include heavy machinery, raw materials. A customer may

be a manufacturer wholesaler, -retai ler, or government or other nonprofit organization..

t should be noted that all produs:ts cannot be classified exclusiy
or industrial  goods. For example, typing paper is used for both

ely as'consiimers’ goods
personal- and business

-corrc.spondeme and therefore is both a consumer and an industrial good. The distinction |
~between consumer and industrial goods is necessary in order to un}erstand the-behaviour of

their purchasers. The purchasers of industrial goods have an altogether different approach as-
compared-to the purchasers of consumers’ goods. Industrial products are goods and services

purchased for use in the production of other goods or services, in the

~operation of a business,

or for resale 1o other consurmers. Industrial products include hieavy machinery, raw materials. A

‘customer may be a manutacturer, wholesaler, retailer, or government. or other nonprof it
or ganual]on )




< Industrial products may be categorized by the degree of decision-making involved in a
purchase -costs, rapidity of consumption, role in production, and change in form. Because
industrial-products sellers normally seek out potential purchasers store-shopping behavior is.
often not involved. Instaflations, accessory cquipment, raw materials, component materials,’
fabr:cated parts, business supplies, and business services are typea of mdusmdi products,

Basu: leferences between Serwces and. Prod ucts

~ Services

[. Services are often mtanglb}e They may mvolve acts, deeds performances, ef forts.
- Many services cannot be phyblcally possessed. The value of a service may be bawa
an experience,

2. Services are usually penshable Unused capacﬂy cannot be stored or ‘;hlfted from one -
. time to anothcr

3.- Services are mseparablc The quahty of many %emces s,dnnot be separatcd from 1he
. service prowder :

4. 'Serwces may vary in quallty over time; It 15 dlﬂ"cu]t to 'standardwe some services.

Products
-1; Products are tangible. They are objects, things or. materials. '\_/alue is ‘based on
- ownership, o ' S : : .

2. Products can’ be stored Surpl uses in one pcr(?@zm be applied against shorrages in
~ another period. S o o

3. Products can be manufactured by one ﬁ%nd marketed by another. The ¢ Uty uf a
- good can be differentiated from a distribution mtermedlary s quality.

4. Pmducts can be standdrdued Mass productlon and quality control can be used.

~ The inseparability of serviccs means that the service provider and his or her %d!\'iuﬁ are

sometimes inseparable. When this occurs, the service provider is virfually indispensable, and '-;

customer contact is often considered an integral part of the service experience. For example,

the quality of machinery repair depends on the skill of the mechanic, and the quality of legal

services depends on the skill of an attorney. Variability in service quality, differing service

performance from one purchase experience to another, often oceurs even if the same operator

completes services. Variations may be due to the service f'lms difficulty in diagnosing a
~ problem (for repairs), an inability of the customer 10 verbdlue service needs and a lack of
- standardxzatmn and mass produotmn for most services.

Gencra]]y, services have four characterlstics thal d;stmgumh 1hem from 000d>

a} Intangibility, b} Perlshabzllty, c) Inseparablhty from Lhe service prov eeu_' cmd d)
-Var;ablllty in quahty

" The mtanglbllity of services means that they oﬁen cannot be dlspla)m frans portui

. stored, packaged, or inspected betore buying. This occurs for repair services and persondl =
~ ‘services. The service operator can only describe the benefits that-can be derived from the
~ service experience. The perishability of services means that many of them cannot be stored for
future sale. The impact of these characteristics is- greatest for personal services. They uie
usually much more intangible, more perishable, and more ‘inseparable from "H'JQ'_ser\*'tc&
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provider; and they have more quality variations than rented goods services or owned goods '
services. '

Although services have different characteristics from goods, their sales are frequently

‘connected. In goods marketing, -.goods dominate the offering and seryices augment ther. For -

example, a ftractor manufacturer may provide extended - warrantjes, customer training,
insurance, and financing. A clothing retailer may provide altcratloni and ‘home dellvcry In
service marketing, serwees dommate the offermg and goods augment them-

Unsought Goods: There are p_roducts that do not fall i any of the’ 'bove calegories, but are

_ important for the custormer. The customer might not kndw the existence of the ptoduct (Solar-

operated. buses, High-definition TV, etc.); or know but do not think of buying them (life- -
insurance, encyclopedias, greenstones, etc.). Thus, there might be new or existing products that
are not sought by the customer. The customer does not normally buy such goods unless there is
high-level of promotion campaign showing the necessity of those products tor satlsfvmo their
needs. : : -

It is important to closely look at the categories of consumer goods with their
characteristics and markctmg considerations so that a better assessment of the variety of goods
could be comparably made. Product consists of a bundle of attributes (features functions,
benefits, and uses) capable of exchange or use, usually a mix of tangible and intangible forms.

~ Thus, a product may be an idea, a physical entity (a good), or a service, or any combination of

the three. It exists for the purpose of exc@ge in the satisfaction of individual and organi- . -
zaitonal objectives. - : O : . '

- A well-structured product p ables a company to pinpoinj opportunities, develop
appropriate marketing programs¢ dinate a mix of products, maintain successful products as
long as possible, reappraise faltering products, and delete undesirable products. A firm should
define its products in three distinct wa)?s tangible, augmented, and generic. By considering all '
the three definitions, the company is better able to 1dent1fy consumer needs, competitive
offermgs, and distinctive product attributes. :

Activity -III

How do you classify the products?

R T N T N TN T T R O R I R

.1.0.4 -MARKETINC STRATEGY FOR DIFFERFNT TYPES OF

PRODUCTS

In order to put the product into the market the oompcmy must develop its marketing
strategy. The strategy developed initially is subject to revisien later. The size of the market, the
target market, and the financial goals sought to be the achieved are specified. Thus, the target

market for-disposable watches will be the family who will accept a‘i new disposabie watch,

- which shows time. but, at the same time, is a fashion accessory. The watch will be moderately
priced. The company initially intends to sell 5 lakh pieces. The prop:

_ fit margin expected is I5
per cent of ;ales. The company: plans to raise the sales to 35 lakh pieces in the next three years,




-+ The second part of the strategy spells out product's price, distribution strategy and the
- promotional budget for the first year. The watch will be given on piastic stand and will retail at
Rs. 200 a piece. To begin with, dealers will be given one watch free for every few watches
bought. To inducc trials, coupons will be put in the press, giving a discount of 10 per cent. The
promotional budget will be Rs. 50 lakhs. The budget wilf be split between 60 per cent for TV
and 40 per cent for-press. Thé theme of advertisement wilt be to emphasise the watch as a
fashion accessory at a réasonabic price. During the first year, Rs. 10 lakhs will be spenl on

- marketing research. ' ' : ' ' '

“The last part-of the marketing strategy is to state the long-term financial and marketing
goals. The company intends to acquire a 30-per cént market share of the tofal watch market
and im_:c_nds a rate of réturn on jnvestment of 12 per cent. There will be further improvements.
in the product - straps and faces to.match the current fashion trend. Pricc will be maintained at

a Jow |evel. The promotional budget will be increased by 25 per-cent every year. Markcting

research expenses will be reduced in future years. .

Business -Analysis

We have éi]ready developed the product concept and the marketing strategy. It is now fime

to examine the proposal's business or financ_ial- worth. Here projections are made about the
_sales, costs and profits to see whether these meet our objectives. If yes, the proposal proceeds
* to the prolotype development stage. = a \) : . S

- Sates Estimation O
It is important to know whether the p @m will generate sales enough to yield a

satisfactory profit. Products are classified forgdch estimation into three classes, a one-shot
product, a frequently purchased product or an infrequently purchased product. The sales of a

one time purchase product show a usual pattern. They rise, reach a peak and decline. If new

buyers are added, the sales stabilise. Frequently purchased products are consumer nondurable
. or industrial products. First the sales rise, as new buyers are attracted. o '

The major factors controlted by marketing personnel are the selection of a target market,

marketing objectives, the marketing organization, the marketing mix, and control of the
marketing plan. One of an organization's/individual's most-crucial marketing-related decisions
involves the selection of a target market, which is the particular group(s) of customers the
-organization/individual proposes to serve, or whose needs it proposes to satisfy, with a
particular marketing program. A firm can choose a very large target market or concentrate on a
small customer group, or try to appeal to both with separate marketing programs for each.

In general, these quéstinns must be addressed before developing a marketing p’i‘og'r'am_: _
Who are our customers? What kinds of goods and services do they want? How can we attract

them to our company? When selecting a target market, the company usually engages in some
form ol market segmentation, which is the process of subdividing a market into distinct subsets

-of customers that behave in the same way or have similar needs. -

‘Each subset may conceivably be chosen as a target market to be reached with a distinct
marketing strategy. The process begins with a basis of segmentation — a product-specific
factor that reflects differences in, customer requirements or responsiveness 1o ‘marketing
~ variables (possibilities are purchase behaviour, usage_,'beneﬁts sought, intentions, preference,

or loyalty). Segment descriptors are then chosen, based on their ability to identify segments, to

account for variance in the scgmentation basis, and to suggest competitive’ strategy
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-implications (examples of de%nptors are. demographleb geography, life! styles customer size,
and’ mdu:,try) : :

Installations _' . . o

* Installations and aeoessory equipment.are eapltai goods T hey are L}SGd in the productlon
process and do not become part of the Tihal product. Installations are non portable goods
involving 4 high degree of consumer deolmon making. ~They are very. éxpenswe and do not
change form. The major marketing tasks are direct selling from the mapufacturer to the pur-
chaser, lengthy negotiations about features and terms, providing complementary services such
as maintenance and repalr tailoring products to buyers' desires, techmcs|1] expertlse and tedm
sellmg - _ _ _ L : :

The major marketing tasks are tying sa]es to those of 1n‘;tallat10ns prowdlng a variety-of
_choices in price, size, and capacity; empioymg a strong distribution. or sales force; stressing
durability and efficiency; and providing technical and maintenance suﬁport Raw materials,
‘component materials, and fabricated parts are used up in productlon or become part of final
products. They are expensive rather than capital items. They require limited buyer décision-
“making, are inexpensive on a per-unit basis, and are rapidly consumed. |[Compate the desired -
~ speciality goods with others. Buf they may take considerable time in |deC]d1‘né to siart the_
© special search required: because goods are often in- the luxury prlce c]ass | :

Activity -1V N

What are the marketing strategies for a @g}ct? " : T

.......................................................................................................................

10.5 PRODUCT DIVERSIFICATION

In recent times sellers tend to favour the practice of di\?ers_iﬁoation of their product fines,

- Diversification of product lines refers to the practice followed by a seller to add new product to

the line of products presently handled by him. For example, if a dealer of radio sets adds to his
product line the television-sets, he is said to have diversified his product_lfne.

! Reasons for produet diversification T .
! - ' a) New technological development brings into existence new products. For instance,
' ' there is a talk about having a network of television statiors in our country. This is
bound to make manufaeturers of radio-sets to add telewsmn sets tp their product Iine

b) Successful fi irms like to deal in new products fo create new maJJket so that they can
avoid or ellmmate the inherent risk involved in the pohcy of narrow product line.

|
c) To minimise the risks ansmg out of changes in fashions and consumers' tastes.

dy To expand the activities of the firm, to utr]lse the idle plant ca ac1ty and for ﬁJll
utilisation of the financial and manpower resources of the ﬁrm I

Diversification. can be achleved both by the merger of ex15t1ng firms manufacturing
different products and by adding to  the manufacture of existing produclt lines by the same
~ firm. Conditions for the success of the policy of diversification are briefly. stated as under:
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1. The new product to be added should be closely allied to the-existing prb:du'cfs

2. Continuous efforts should be made to eliminate from the product lines those produw.
Wthh bccome obsolete or unprofitable. :

Dwerqlhcatmn is not advisable if it involves the use of new markctmg methods and new

. marketmg chaniels for the distribution of new products.

Simplification o_i' product line

Notwithstandin g the above-mentioned tendency towards diversification many sellers
follow the practice of simplification. of product lines as well. Simplification of product lings is
Just opposite to the practice of diversification. It refers to the practice of limiting the number of
products a seller deals in.- Simphitication of product has following advantages:

- 1. Less capital is tied up in inventories.

2. Personnel have better opportunity for spe;ﬁia]isation.'

3. Manufacturihg “and marketing activities can be more effectively directed;

The initial- product-plannmg deCISlon is-the choice of the type(s) of products to offer.

‘Products can be categorized as goods or Services and as consumer or industrial. Categorization

is important because it focuses on thé differences i in the charactenstlcs of products and the
resulting marketing implications. '

Product marketing entails the. sale of physical ts. Durable goods are physical
products that are used over an extended period of time as furniture and heavy machinery.
Non-durable goods are physical products "that ar@ ade from materials other than metals,
hard plastics, and wood; (2) are rather quickly ed or worn out; or (3) become out dated,
unf:sh'onable, or in some other way no longer popular.” Service marketing encompasses the
rental of ghods. the alteration o- repair of goods owned by consumers, and personal services. A
rented-goods service involves the leasing of a good for a specified period of time. Examples
include vehicles, hotel rooms, office buildings, etc. An owned-goods service involves an
alteration or repair of a good owned by the consumer. Examples inctude repair services (such -
as automobile, watch, and machinery), lawn care, car washmg, eqmpmem maintenance, and
dry cleaning.

A non goods service involves personal service on the part of the seller;. it does not involve-
a good. Examples include accounting, legal, and tutoring services. Sometimes goods and
services are confused. However when we buy the use of a hotel room, we take nothing away
with us but the cxpenence of the might's stay. Similarly, although a consultant's product may
appear as a bound repott, what the consumer hought was mental ¢apability, not paper and ink.

Factors in Product Diversification

At marketing-oriented firms, the choice of a target market has a large impact on all other

_marketing decisions. For example, 2 book publisher choosing to appeal to the high school

science market would have a much different marketing program than a publisher choosing to
appeal to the adult fiction market. The first fiem would seek an image as a prestigious, well-
established publisher; specialize its preducts offerings; make presentations fo high school book
selection committees; sell in large quantities; offer durable books w1th many photos and line
drawings that could be used for several years; and so on.




'Cantrollab_le Factors |

The sacond firm would capitali-e on weil known uthors” names ¢r pubh:.hmg books on
“hot” topits to establish an image; infroduct books on a variety of subjecs; place ads 1n
newspapers and seek favorable book reviews; distribute through independent bookstores; sell

in small quantities (except when large bookstore chains are involved); deremphasize durablllty, i

photos; and line drawings and produce hooks as efficientty as. possible; and so on.

- a) Marketing objectives: The marketing objectives are more customer-griented than those set

by top management. For example, marketers are extremely interested in khe image consumers’
hold of the company and specific products. Sales objectives reflect a corlcem for brand loyalty
(repeat purchase Behavior), growth through new product mtroducﬂlons and appeal to

“unsatisfi=d market segments Profit objectives are set in per unit or total-profit terms. Last and
. most important, marketers seek to create a differential advantage, the sef of unique features in -

a company's marketing program that causes consumers to patromz:e the] company and not its
competitors. A differential advantage can be achieved through- a distinctive image, niew
products or features, product quality, availability, customm ser\nce low prices, and other

" characteristics. o |

A marketing organization ‘is the structural arrangement for. |directing marketing
functions. The organization outlines authority, responsimlity. and tagks to be performed.
Through the organization, functivns sre -assigned and coordinated. An|0rgamzdt10n may be
functional, with responsibility assigned on the basis of buviaz; selling, promotion, distribution.

" and other tasks; product-oriented, with prody:Nmnanagers for each produet category and brand

managers for each individual brand in a §oh 10 functiona categories; ¢r market-oriented,

‘with managers assigned on the basis : graphlc markets and customer tvnes in addition {0

functional categories. A single co 1ay use a mix of these forms.

o
By The marketing mix: Marketmg mla_ refers to the"speciﬁc comb\ination of marketing
elements used to achieve an organization's/individual’s objectives and satisty the target market.

‘The mix depends on a number of decisions with regard to four major le‘labh. es: product, place’

(’hstnbutlon] promotion, and price.

" ¢) Product decisions;: involve determin_ing what goods', services, and/+ ideas to market, the

level of quality. the number of items to sell, the innovativeness of the éompar;y, packeg e,
features (such as options and warranties), the level and timing of researdh, and when to drop
existing offerings. Distribution decisions inciude whether (o sel! through intermediaries. or

directly to consumers, how many outlets to sell through, whether to conttol or cooperate with

other channel members. what purchasmg terms 10 negotiate, supplier sglection, determining -
which functions te assign 0 others, and identifying competitors. .

d) Promotion decisions: include e seicction of a combination of tools {utrarnising,
publicity, personal selling, and salés pi'omotion) whether to share promc]atlons and their costs
with others. how to measure effectiveness - the imace 1o pursue, the level of customer service,

w choice of miedia (such as zwspaver, television, radio, magazine), the| format of messages,
and aa timing throughout the vear or during peak periods. Price decisions|include determining
the overall level of prices (low. medium, or high), the range of prices (chwest to highest), the '
relationship between price ‘and quality, the emphasis to place on price, how to react to
competitors' nrices. when to advertise prices. how prices are computed, and what billing terms
to employ (such as a casil- on]v versus a credit policy).

When developing a marketing mix, product, ‘place, promation, and price decisions must . -
be compatible with the desires of the selected target market and with each other elements in the




marketing, mix: be compatible wnh the company's resource capah}hms be well coordinated;

: and communicate and deliver a c]ear d1fferenua] advantage.

e) Marketmg control The last, and e\tremely 1mp0nant factor dlrected by mdrketmg
personnel involves comrol: momtonng and reviewing overall and specific marketing
performance. Evaluations should be conducted at regular intervals, The external environment
- and internal companv data should be reviewed continuously. In-depth research and analysis of
performanee (marketing audlls) shculd be completed at least once or twice each year.
Revisions need to be accomplished when the external environment changes or the company
encouniers difficulties. :

Um’:ontmllablé Factors

Uncontroliable factors are those elements affecting an ‘organization's performance that
canrot be directed by the organization and its marketers. It must be recognized that any
marketing plan, no matter how well conceived, may fail if uncontrollable factors adversely

_influence it. Therefore, the external environment must be continually monitored and its effects

incorporated inte any marketing plan.. Furthermore, contingziicy plans relating to

uncontrollable variables should be an important pari of a marketine plan. Uncontrallable
variables that bear watching and antiCipuing are consusiers, competition, government, the
economy, technology, and independent media.

Although a marketer has contro! over the seiection 6f a target market, he or she cannot

control the - hara.teristics of the population. Firms can reagt ¥, bui oot control, these consumer -
- chracienstics: age income, marlta 5tatus, QCLUanOI'I @v, education, and place and type of

residence. . S ?\

A company must understand the interpers@] influences o consumer behavior. Their
family, friends, religion, level of education, and personal standards and by the taboos, customs,
and other fdctors that shape a culture and society, affect the purchases that consumers make.
For instance, in some parts of the United States, stores are not allowed to open on Sundays,
I1qu0r sates are strictly regulated (as to prices, other goods that can be sold, and davs open),
and movies are closely rated. In other parts of the United Stii-, :tores ave regularly open
seven days a wecek, liquor is sold in many types of outlets, and any movie can be shown uncut.

f

a) Consumers

Consuiers act differently in purchasing various tvpes of goods and services; a company.
needs 10 comprehend the consumer's decision process. The decision process explains the steps
a consumer goes through when buying a product. In *ke “.ase ot an automobile. the concumer
carefully searches for irfe.mation about a pumb~ o [0 ks severn gliornatives, selects a

fivorite, negotiate: .7 .us. and fing'k- . peates t4= purchase. With a hambur er, the consumer.
gout _ p P

lngke =+ s o w.o -7 +ul@ s lunchtime, and goes to a nearby fast-food outler

7 oday,” consumer-rights. groups and organizations speak out on behalf of consumers at

public hearings, stockhoidur meetings, and before the media. To avoid ne~ .1vc Lonsequences
tawoeht on by active consumer groups, a firm must ¢, aunicate with consumers on relevant
Cwasues (such as-a product recal™ anticipate problems (such as delays in shipping ordered

goods ). resgond w.nplamts (such as unsatisfactory customer service), and make sure that

S _apany onerates properly (such as sponsoring community proieet
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b) "Competit’on o o - |

- firm's offering drops sharply if its prices are i

" prices. Because there are a few firms,

The competitive environment frequently affects a firm's marketing efforts and its success
in attracting a target market. Therefore, a company needs to analyze the competitive structure
of the industry in which it operates and to examine. competition on the basis of l.hese
characteristics. marketing strategy, domestteﬁforet gn firms, company sizk, generic competition,
and ehannel eompetlt'«)n : : _

A co'mpan_v would operate under one of six possible competitive s'ﬁ‘[ructu res:

With a monopoly, just oue fi m sells a particular product. In the United: States, this occurs.

if a firm has a patent (exclusive rights for seventeert years to a product it invented) or is a
public utility. such as a local power company. Depending on the produet, the market may be

small or large. Consumer reactions to price changes depend on their need for the product. For
example, people continue 1o use eleetr1c1ty no matter how high prices gd| : T

~ With an 0I1gopoiy, a few firms — general!v laige ones — compnse most of an mdustry s
sales. ‘The auto industry is a good illustration of th*. General Motors Ford, Chrysier, Honda,
Toyota, and Nissan acc sunt for over 87 per cent of all auto ..obiles sold in the United States.
Other’ e\amples of oligopal stic industries are fla. glass, cereal breakfast foods, turbines and
turbm - ;gl. >, household reﬁ'iger i's and freezers, electrlc lamps and cigarettes.

: |

The market is oﬁen quite large and contains various segments. Consumer demand for one
eased because other firmbs do not follow ai(mg,
re decreased because otter fi irms also cut their
is able to exert some control over its marketing
plan. [t is difficult for new firms to the market because capital (fa]ctory and equipment)
costs are usually high. Oligopol@ firms seek to avoid price wars; instead, they try to
distinguish their products on the basis of i 1mage options, color, delivery, and other features. To
be ‘SUCCE‘E«S‘FU] oligopolistic firms need to convince consumers that their urands are distinctive.

Monopollsuc competltlon occurs when there are several firms in an industry, cach of

and demand increases only slightly if its

‘which is trying to offer a unique marketing mix. In theé - United [States, monopolistic

eompetltaon is the most common competitive structure, followed by oligopoly. Service
stations, garment makers, beauty saloons, furniture makers, and shoe retailess are exampleo of
companies operating under monopolistic competition. In each instance, a firm tries to attain a
differential advantage through a marketing mix that is dlf’ferent from comPe_tltors and desirable
to consumers. : : '
Competitmn can be intense because a number of firms are mlakmg and/or sellmg
essentlally similar items. The size of the market depends on the necessity of the product,

. Control gver price is based on how unique consumers view a particular brand or firm to be. A~
_ firm can charge a higher price than the industry average and not lose shles if its offering is
- viewed as dl‘itlnt.‘[ from the competitor’s.

Pure competitien exists if there are many fi firms selling identical pr ducts. This situation
occurs rarely in the United States and is most common for selected food items and

- commodities (and takes place only if there are a number of small firms |cemr)et1ng with one.

another). The market for each firm is small. There is no control over price — “because

- consumers ate very senisitive to price changes; if a firm raises its prices, those consumers will

purchase from competitors. And since standardized products- are sold, there is little contr 0!
over the other marketmg variables. [t is easy for new firms to enter the mai‘ket

s




‘With pure competition. no.lcng-run differential advantage in the n’iarketing' mix is
possible. It is essential that a £ \n develops a reputation for reliability, sell items at the lowest
profitable priv:-, and c.onvmce as many distributors and retailers as possible to stock its
prodiscts.

After analyzing the competitive structure of the indusiry in which it cperates, a company
should look at the marketing strategies of its competitors: Specifically, the firm should
examine the target markets and marketing plans of competitors, the images of competio-s- "¢
differential advanfages of competitors, which markets are satirat- - and which are unfulfilled,
and the extent to which Consutners are con'ent w: th tre :vvel of service and qualily provided by
tl € competition. 2

"Fore gn - ompetitors have a major role in many industries. In the United States, foreign-
based companies are capturing large market shares over 30 per cent for automobiles, over 30
per cent for sporting goés and microwave ovens, 90 per cent for motorcycles, and almost 100
per cent for videocassette recorders. Also imported in large numbers are tires, calculators,
televisions, watches, cameras, and a wide range of other products. At the same time,
competition in overseas markets is more intense for U.S.-based firms than ever before.

The success of foreign firms is often duc to thelir ability to capitalize-on nnovations,
better quality control than U.S. companies, relatively low labor costs, an emphasis on cost-
cutting practices, and good distribution and promotion. In many industries, there has been a
trend towards larger firms because of mergers and acquisitions as well as company sales
growth, Some racent mergers and acquisitions involv Q&sumer-products companies (Philip
Morris - acquiring Kraft), airlines {Texas Air gg ng Continental Airlines), retailers
{Chapeaux acquiring A1lied Stores and Federated/Stdfres), and media companies (Capital Cities

~acquiring ABC): Internal sales growth has b cat for such diverse firms as Boeing, Wal-

Mart, Apple, and Federal Express, each of which has annual sales of several billion dollars.

Finally, t+. .imn should study the potential for competition with channel members
(distribution intermediaries). First, each party in the distribution process has different
- objectives.ard each would like to maximize its conirol over the marketmg mix. Second, many
rctatlers carry their own brands 1n competition with the manufacturers' brands they handle.
Third, s some cases, such as the supermarket industry, long-run relationships have been built
up among manu l’acu'sre_l;s, who]esa!e;rs, and retailers.

o ¢
. Ihe rblatmnﬂhlps become assets as much as any raw matenals or equipment. As a result,
" new firms ma;, & unhable to distribute products properly, wh le e}cistmg firms may find it easy -
1o place even the most lnnovatwe of products. '

Activity - V

¥}. What are the reasons for diversification of product? State its controllable factors
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10.6

SUMMARY

The concept. of the product becomes very simple to undersiand in terms of what the

* buyers buy. Perhaps there is a difference between what the marketers sell and what the buyers

buy. The marketers are éngineering-oriented and .cgiect the psychelogical benefits the product

offers.

Ong thing more, products ~ . both be goods and services, or any combiratiun of the

two. Services are int ...2ible and have no physical attributes. The last paic of the marketmw

strate gy :< 10 slatg the long-term financial and marketing goalc

10"

L. Short Answer Questmns

1.

SELF ASSE'SSMENT QUESTIONS

Explain the meaning of the pf_oduct‘?

2. What do you mean by diversification?
3. Discuss the factors for diversification.
4, [)istinguish between services and products.
5. Write a brief note on the following: -
a) Augmented products ‘
b} Convenience products _
¢) Durable products - \) ,
H. Long Answer Questions ' 0 ‘ :
1. ‘Define the various levels Qx;roduct? Explain the importanice of product levels in
product policy® ' : '
2. Explain the importance in classifying the products.
3. - Define various markétin_g strategiés'f‘or consumer products.
. 4. ~What is di\f‘er‘siﬁcationr’ Define with retevant examples,
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10.9 KEY WORDS

.Product _ : A product is anything that can be offered to a market
) ' ' '  for attention, acquisition, use or consumption thdt'

mlght satisfy a want or a need.

Augmented Product : It is 'a broader conception of the product. It
: o represents the totality of benefits that a person may
raceive or experience in getting the formal product.

Durable Goods ' :  These products are tangible that remain in use
months after months and vears after vears.

Services : : These are activities or benefits that provide
satisfaction to the customers. The services arc
normally intangible, perishable and are inseparable
from the place (restaurant) or the performer
(teacher, artist, etc.)

~ Convenience Products +  They are bought with case and without consuming

-any time,
Shopping Products : They are Fﬁl&ﬂ&d only when the consumer

considers like price, quality and style and
_ visits se&uﬂets before deciding to buy.
Speciality Products : The th

re le substitutes. These have wunique

characteristics or strong brand identification.
Consurmers take lot of pa'n to buy these products.

‘Consumer Goods : :  Consumer goods are meant for use of consumption
' by the ultimate consumers.

Industrial Goods - : : Industrial goods are meant for use in the
commercial production: of other goods or in
connection with carrying out some business
activities. :

0se products for which there are no
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UNIT 11 NEW PRODUCT DEVELOPMENT

Aimis ﬁnd_()bjectives . - .
I _ 3 _ : ‘
After studying this Unit, you should be able to:
e understand the concept of product development; ' ‘
. know the stages in new product development; -
e explain the reasons for the failure of a new product; and

describe the recent trends in new product development. _ ‘

_ Structure - _ C ' ‘

11.0  Introduction _
1.1 The Concept of Product Development

11.2 Elements for New Product Development | ‘ .

113 Stages in New Product Development S ' ‘

114 Why New Products Fail?

11.5 Sum'mary - . _‘ \>
o

1.6 Self Assessment Questions

118 Key Words

11.0 INTRODUCTION — |

~were welcomed, but the fervour waned when there was an air-crash.

Products are the bedrock of any organisation. Sales are tealised through sales of the

products. Thus the overail success of an organisation is dependent n(fpon the planning and

development of products. Between each new technology and man, there is a period of
courtship. There is an inherent resistance to change symbolised by new fechnology and there is
a desire to enjoy the novelty and excitement. Telephone took 50 years _@é;?atfon'period'before _
its wider acceptance. We have to see how fast Internet gets-accepted. Some inventions are
awaited. As scon as they happen, they find acceptance, e.¢.. TV. Some inventions are resisted,
€. electrieity. Itieck yui - aic ¥1w: 1o accept this deadly invisible power. Some innovations
are accepted with warmth but the initial enthusiasm their wears off, (:1_2., the airships, which
Some et liv g Lo hive warp initiaglly Vie\"\iﬁ‘d. with susnicion +~1
hostility. There was a red flag law Tor the cars. » man Wi ed Hax e Leid ot g o
warn the public .+i e coming s 15 washing machine was addled as a luxury jtem. Jt -
is only now that these have become a way of life. The public remtinﬁ ndifferent o aed
concept of elec::™ ca-=, whereas a potential traffic hazard like Walkman (1979) haz heen.
successful. Think, how cellular phone is accepted, considering the zT’ntjpathy o thé pu_blic_
display of private functicr of telerhaning We have to see how onlline shopping will be

1§C+”'ytﬁi Olnme . . : | | ‘




11.1 THE CONCEPT OF PRODUCT DEVELOPMENT

It has 1o be kept in mind that a product is a combination of eittributés These attricutes are:
colour, material design, features, performance, and - ability of utility value, functions and-
quahtles Each of these attributes has - be determined if the product is to become the "quick-

mover". Thus Product Planning and Devclopme: t i3 umcemed with the determination of the
premse nature of the product.

The. possible return on additional investment .; i.w)lwd tor: --'-] ital requirements, fuller
utilisaiion of its present plant and equipment. the adcit lonal aiamt of markes g or
advertising efforts needed to sell the [ - duct and the probable de;m.\ 01‘ competition are some
of the more important considerations which oo neavily I piediot plassais: and
deve]()pmem ofa new product by afi irm already in the m?rkct '

Product Planning and Developmenl, ¢ sab function of product manzzer-cu includes
following marketing activities: :

i) Determmatlon of the v ety of products to be producd
ti)  Decision regarding quality of pl'()uu
~iii)  Diversification and Slmpllﬁcatmn of products

iv) ~ Identification of the product or products by the\se of a biio o1 trademark

v) Gradin.g o L ‘ Q

vi)  The design and use of a proper }:’acka@i\>~

_ First of all the manufacturer has to decideMvhether he should produs.e to :mfl%fy dema.ds
for all variety of products existing n the market or he should atiempt to mee. demands of a

lim*ted variety of products only. Answ: - to these questions Wl” determine the variety of sizes,
ofcolours Gi pattems which J»ou]d ve vifer i

_ The next Juo-ihon, which arscs n g;erformine the "-:-';b--:i‘u1.=ctu;;!1_of' Product Planning and

Development, is whether i ffer more thun o auality ot Aradycts, Many manufacturers
prefer to testrict their offer to a singiv guality. This quait s miay be high quality i-eant for high-
'income groups or of average quality or maiksi uality des'ened i sell at a standard market
price. Altematwely product of less than average quai ity ccant to sed at a price eice e
conerai o fevel with & view 10 caver the ver: low-income group may De: Lhasen T
choice of one or li"r ather of xhe fhree guaiitics meniioned above dependt s, among cui
factors, marke et conditions and the objectwea and iesources 0:'inc [’)drlh“ll!d. & o Tacturer.

It is common expe'rienc<,f'-".'-' companies that ot < e el iicw oncidered for o new
product, only a l:andful passes the ides- .= g e FUO D eV el i We e L el g
Icr to the company. Only 50.per ceni ideas . 20~ scoe red out - .oon migrt survie. e
cornce pt to: ] “E stage ang only a Hal}’\ot [ht.bt;‘ M TTR mh the roduct de- T eighe

R LT SR,
‘-'L el e . '. -

. .-rwm! :md oroedect Wby 3700

' |deas are then mum.nw G

Teh et 1"16 T e ) S E

the cowts Ay R COsL 1I€Cfl\r\, The average cos 00 2oa
getting conver Dl SHCUD A ST R« alculated. The products nesded for » 0
THmmany muy’ l-w il T ‘ R N T T ) '-_1',-;_',\'._ die ot !""'Z.'I‘"; FUBT ST s ;-'""'. Wi i
_develupine.t. '
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Lreiine ihe conzepl of product development. . o ‘

11.2 LLE "VEEN'I S FOR NEW PRODUCT DEVEL(DPMENT

i any marketing prv_‘gramm.e, the company has to segment the' market, select some
s2gmeni. 1 will cater to, and then determine the positioning of the pﬂoducts it will adopt. The

1 compary is now ready to plan, develop and launch new products. Marketing managemernt has

to play a crucial role ia this process, though the actual developmerlpt takes place within.the
JaéeD department. In each stage of product development, marketmg management has to
Jp i inate along with other depat‘tmentq

Deyg ¢topment Vime: Many companies may be working on 51mllar ideas. On}y these who can
e venen ihese deas faster than the competitors have a chance to sucoeed. -

. whoviened PLC: Coripetitors imitate successful products thereby shortening their product

Hle eyele 1o hecomes difficult to recover the develop'ment costs, ‘

‘Any successful attempt to innovate bbcally depends upon t‘nL: type of orgamsatlonal

“gsrangement made for managing ibe nrécels f developing the new [iroduuts There are four -

peéople/government to pay and oducts. In developed markets. new products are the key

factors  that govern g‘rowth& iation. penetration of infrastructure, ability of -
I
. growih becanse alt others haveNMbeen exploited. In india, even the f( irst three are important,

1 i-l_-“:-t;_! Fur New Produet ' ' N ' o ‘

: e DAve alvadv observed, new products are needed for orgambatlonai growth If we
CAnsider die pmdtmt life cveic. stage, we know that it is necessary to bevelop new products to
fojtivenais the gecreasing sales and pmﬁts of existing producis, w‘fnuh are in the maturity
stage or in the decline stage. Some tmportant new products which have been introduced in the
fast [ow years are AIDS - antibody test by Abbatt. lithium batteries bv Kodak, Cholesterol-
jowering drugs by Merck, minivans bv Chrysler, Lotus [,7, - soﬁwTe. Somie companies like

'.I:-_Ilj—J\{ and johnson and Johnson generate more than a quarter of thew [rales frem new products

pul in the wacket, in the last five years. HLL introduced several jnew products in Indian
markets last year. Most companies try to achieve a balanced portfulio of products by being

“inmovative, New Products are a swrategic response to competltam\i A company becomes

successtu!. by using flanker brands line extensmns and new products in competitive
environmeit. : :

Any programme of innovation can be successful only when it gets top management
suppori on a contiuous basis and this suppori is not w'thheld even in the face of faiture of
some new product. development etfofts. 1t is for the top managem%nt to detine the overall
domain ot the business for new product development. The top management may spell out the
product categories it wishes (o emphasise. Top management has to set out the criteria against
which new product ideas will be scrutinised. The top management might say that a new

2. Orgatﬁisation for New Product




nrcduct proposal is acceptable lt the product can- be introduced withir three - < angki e
maket potential of at least Rs. 100 crove, and a gruwrh rote o1 10 Pt e s
pravide a return of 25 per cent on sales and 35 per cent on invests '

A verv sigmficart decision is about the budger wr of i oy proc -
Some comipanics finance several projects at a tae, cossiderag iv - Liniiic o
tew successful products at the end of Jiiicrent e jeriods Tome oric o
percentage of sales to R & D % s, Bven coripetitive effort- e .

- may first decide how pracs -acereijul products a COMPAny Mt oy aval il

backwards the “rvestmient rceded.  Several organisat - iechario L oarg vt
handle th development of new products. There v - = cac-best snvanisationa e, do
so. some most widely used organisational « ... co.are bricily explaine '

3. Product Planning Comn s
In several .impanies, a cormittee’is forme# waith representatives drawn from i top

management for monitoring new product d» iopment, The committee usually coissists of the
chief executives and representatives “ s the marketing, finaneing, production and research

departments. Once the predue . developed, the marketing responsibility is assigned to either -

2 product manager o a new product department. The committee is an effort to pool the
combined wisdom of diffeient people. A resulting new product thus has the appwvai of the
concerned administrators who were a party to its developmental decisic . v
comimittee type arrangement is a time consumiiyg process, and is slov. o arave at def.ls: .

4. New Product Debartment - Q

In large companies, a new product dep Qﬂ@i under a senior tuanager g
sufficient authority and having access io topNGh-@em=in 15 creater, The ..ansger

department, which is compact, consisting of 4-5 persons. Th. depart arr joelis 0 o ne
product programtaes It aiso monitors the cevglopm-ac proc i aie o0 el f0 e
develoned, the new product is assigned *o the ~ wacerne ™ aerauing oo o s g 2

department in some firrs is authorise 2 10 conact with vt a0 o uoes 15 Lo Lol IeR

product on par with comperitive product  New pinduc Jec wament dar Le 4 rinssd o ten
out ideas to outside spc.iahst fir e spe.caiise In praduct devapriicat proces, The seww
product depart ueni ke~ ek of retoats and revives ol prents. The producis de\fuopl d
may © oe of T rlwete use e the company.

The new product department can be authorised to sell off these products or technolozy 10
others at a price 5o as to cover the R & D costs. Routinely, all new product departments co-
ordinate with R & D generate and screen new product ideas, and test and commercxahse the
ideas developed. : o Ty,

5. Product Manager

" He may be named asa product ‘manager or a brand manager or a mere! uise mapacer

He is after ali responSIble for either a produict or a group of * Juwa prodier "7 iy piase

“the strategies for existing produc‘-ts He may be assone” il agdiionst e gabe, o
developing and-rorhuiiie pew =5 0 o Tl aever, as, the ©ouuct inanagst is ou
with hie el i in=a, Lo may rot dir fustioe o *he pew praduet. At s, aeaan do b oaa s
line extensions and s}ivhr necduci imprgilinents, Resldes G0 iy nei Have ™ Loinnet 1.

- develop the new pruducte. Being to: - ivse 1o the company's ¢
blinkered to the possibiiity of exploring new preduct idea

ALIGOE Te T e P e



X 6. New Product Manager- S ' |

To overcome the duiwbacks of an arrangement wheicby new Hroduc’ts are made the
Tesponsibility of existing product managers, some firms create the post of a new product .
W . manager who has to consider only about the development of new products The new product
' m‘magenp‘ports to the Group Pmduct Maqager - . I .

¢ "? New Pmdtlct Vcnture Teams ~ ° . _ I:-:.
Fiere the maj or developmeht work of new produCtS_is assigned to a venture team 'w_hlch is

& smal’. multi-disciplinary group.organisationally segregated from thg rest of the firm. The

veature g oup looks after the whole new product develepment process right from idea

) generation to ftull-scale murketing. It consists of reprf,semqfwes from the operating =

. -« departments iike engineering, production, finance, marketing rese Yirch %tc The teamn acts as an
T Lnlrg,pn_nc.ur within the organisation, as it is immune to organlsatlona] rules and regulations. It

ectly to topﬁlﬂana%-ment and has a-single-minded commiitment io enter a new
A mb!y The group members are relieved of their other orgdmsatlonal duties. They

al‘i{e*

aresgiver & hudget.and a time-frame. Once a product is developed, jt is turned over to the

exising ™ s_amymondl Al rangement or.toa subSIdlary company. The‘ venture team is. then °
: dlsbanded R ~ _&- : -, o o ._::‘-
Ventuse t\,ams are orgamsqtlonq wnth:n orgamsataons Thev 63}’-[)385 the tradltlonal :
- prob:cms of bureaucratisation and red-tapism. Besides. in exiting otganlsatloé ere is an
o J_;%gercm resistance to change. The existing ngements lack thelaﬁ b cjrg i S e courage to
. sée,-ﬁ‘ré’product hrmbh all lhe developm@ Stages. iy e e : : '

Thcrre are some catcgories of ne

I
ucts, wh:ch have been accepted all over:
: |
1. Tes hn(‘lﬂgl‘ al hreakthmughs. T e»hno!oglcal deveiopments give. Place to really a umque
_ nroduct, ey, <1 1 ti-cancer drug, an A[DS vaccine. These products are quite different from
.- W emst .'1_;_1 products. Nylon or trarisistors when first introduced were technological
brcakthrorgh'fs._,_ Th-%-se prodm,ts are new-to-the world, and w1ll create tHelr own market.

2. glgmft ANt wmprox ements: These products are significant 1mpr0w*ments over the existing
ﬁﬁg;g,e C 0 progticts, E:‘ L. nst ant coffee rep!aces the vsual brew coffee: Thesel have greater perce ived
T va'lt-lc. LT S . S

3 Modv“' o l‘rnn ot ThEse are- revistofis in the extstmg product,| e.g., addmon of Aew

t.favour os peci’ S L Mew pavkage a revised size efc. |
L S .'_4_: . 'Pmdm:t'éf-" éw 1o the Company: These broducts are new 0 che Lorpany but ot new to

T L L She market. ar- unitative products. 1higSe, *llow the ¢é: pany tofener an exasting market
Twas with a nie-won 3 odu . PR S S
gl e & T ' o - |
e - LR b ST producs are targeied io nevemarkets or n?ar!(et segments,.
T et 6. C. Réduct-.(.:nr-a "!"he prnduc‘.rs remain Functlonallx_-' 1‘1e sdIme, Dut the prices are rt:auced.
_-‘;-r,ﬁ_.._a;:q o ) e o ¥ R ! T
. L ﬁ,corrpd.,y r";* Tad bJ e ﬂnarkermg cong w'r bm‘af!sr it | Caias d matkenng

de Jai! ’nern Cusiamer s 104 impertant 0 bé e alone 1o 1 pfenr\e Wt‘l demgnatlons like

. Aderiting @ nd Sales Promotion Manager r\/Tarkennb Research Manager,
~fuy ger, or even Marketing Mariager. To impiement the marketiing
? '\‘me), . every tm; loyee has to dance to thc tune q)f customer. No ph\ s-ua‘

| . 4
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. )
- _The sixth law: Benefits From The Service _Indl_.lstry. _

- was positioned that way.

_instrument is taken’ by the customer to make the organisation dancp i his: tun* Th]s i$

w33

because, "ultimates, all the rewards that a corporatnom suppliers, “rrmtoyeus and

. stockholders accrue come froir one, and only. one, source- e tupee of the saiisticd LU‘")[O[H&I’ _
' - says reanagement guru Mntyu.q?) Athrava, -

.'.;‘_- . R
To a:iopt customer orientation wihin an org,amsatlon isa blg task. It 15 eaby to prunuunce

that olir long term survival d-peads upon the creation gnd keeping of the customer. 1tas,

however, difficult to infest the customer grientation down to the employees, supphe*s ard
midclemen. For example, si:"e the re-entry of coca-cola into Indian sofi Arink markes, the

company is not having good relation with its bottlers (suppliers). The msult is it is unahle T _

take on its arch rival Pep51 Cola in its right spirits. In fact, the Cosa-Coia experience in ladia is

_ such that it is unable to adjust itssmarketing functions -Froduct (net adopled:to indizn Tasie,

Promotlon (used animated characters rathér than indian celebrities), Place {problem wiii

bottlers), and Price (when brought coke can the price was at Rs. 18, now it has teen slasi: ed

deww Rs. 13 per can). However, since then, the p05|t|on has cnanged s T
T -

‘Recent Trends iﬂ‘Markgttng'for New Product ngelopment o~y

~— -

A marketer has to define the rnan\et to-which it will dnect lts «efforts. The spcuﬁr‘at on "

- and identificaiion of market would enable the marketer to- design specific marketingstrategies.
A target market is defined as a sst of actual and potential buyers of & product, servicg,.or idea.

A buyer, who has interest in the product, income and willingness to buy, car broadly Be called

as potential buyer, However, it might not be possible for the inarketer o target all-of them.

There might be geographical barriers, unsuitability of pr t to certain climatic co\dltmns or
inability of the marketer to reach certain hilly, or re : p areas. The: might be Soine acded
qualifications that might be necessary to make the t1 nl targdet to possess, before it is taken
to be part of target m artz:f Thus a small port é"potentlai market mi ght become:- part of the
target market.

- N\' . “4%. B

{} -fv",”‘__‘?,ﬂm, Tl O B ' _.:--.
The assessment of customer's requ1remerzts or neuds isa blt more ditficult than de.mmg

- ;arget'market. This is beca.se cusiomer o ight not be abLe or willing to'state the true Hature

of his needs. For exampie seduced by the buying power of the fast jrowing Il‘.dlan middie

class with spiraling incomes, many multinationg! marketers (particularly Mercedes-Renz and

Kellogg's) failed to offer genuine value to thelr customers, expectmg instead.that the buyer's
money would chase their products because of mere brand image. Proctor and Gamble (P&G) .

had to launch Carmay in the mass market rather than ir'a prermum niche thox tgh the prnduct__-__

. o
(_ae M‘w

1. Morph’ Marketing: The Latest Arrival, Cha'tt;ljee'_(1995) puts forth the im -ortance of
customer satisfaction and customer delight in the concept of Morph' marketing. "Moiph'
. marketing is transforming products. into services, rewriting the core benefits of brands; and
of Morph

-delivering undreamt-of value to the consumer. The auther evolves sin taws.
marketmg ' : - :

The ﬁrst law: Make The Service A Surrogat“ For Product.

. The second Jaw:- Track and bolve Cuqtomer S Problems

" The third law: Mould )-’ou&:t&erwcc Through Feedback_. ‘_ ,
The fozrth law: Create Contact Po't nts With. Emotional Value. -

The ﬁfth law: Educate Customers About Vo 3er9sceﬁ A




rarkoc mg: it~ the 7 implementation, and control nf-p'ro'gramszseeking '

2. Sx)cia- o
Y i T 9T aCCH . dr P ;,Uc:]al idea, cause, or practice alT]UASI larget group. For '~
STwL e ity et g for pmh1|~1 in, ot bl""()Kll'li:, in Delhi expiained. the plae where
wocan ans LAt smone m Bolot, 0 - | o -
R Rf latiseobe Vi g The process of sicuing, maintaining, :id enhancm! strong, -
v en pelati satps with customcis and cinei stakeholders, For example, Bri-"_h Aiiwavs
: oo ot shec b o arrports for frequent flye Thus, providing spec:ai
B R TR ’ strengthen bonds. I -will go a tor|1g way o dwlding
L E ¥ ! .

T auimers re! allDl'lShlp marketing, a markeier h’ic o keep ln:touch wrth gular
custeaers, deniry most loyal eustomers, NEOE' TS
Jesign special recognition and reward schemes, and use them 'ror puilding lorg term .
relationships. _ _ _ - | :

-
4. Augmenied Marketmg It 's provision nf A aiics, i eav . aer services and benefits built
arourd the care and actiai products thai =2 ute w0 e Suction of h1 -techl sgrvices like movies
on demand. on 'ine ¢ tputer - .ali sert.”,, secretarial services, “dtc. Such innovaiive
offerings jiovide a set i Huiefits t‘m nowise o elevatz ¢ stomer service fo .mprecedc,nted'
revels. o |
o |
serpge larketine  Jarketing the i various advcrt’-s*-" -media I'hf_t||nteract directly with
¢oavprers vt 0 e the . onsumer NaKE 7 T L TespOtir. Dircct marketing
n e i ogite Setoan, Mail Teleer Qf_;n;z l."IJn'[L Mz kclmg, Shopping, and TV

‘_.E._n'ng.‘ Q:?” . | _ |

5. Felfilternes: Mooi bng: A %?etlno phl](}rsoph\r holdmg that a |u0r“pdnys marketing
W L e - ,un performance of the marketing system; its five prmupies .
S womer-or i u.{l marketing, innovating mearketing, value |ruarketing, sense- of'-

BeleS I Nn Ung, anu. societal marketing. |

: T |
7. T novai;}c ’\iarl\utmo A prmcnple that requ1re< that d company constantly seeks real
p % wct and marketivg improvements _ -
% Value Markev g: A principle ;hat holds that a company should put most ofits resources
oo valie. ‘.undmg markcting investments. ' |
+. Rense-of-Mizsion Hiarkering: A pnnc1ple that holds that a company shou]d define its’
Toston in breg aocial terme rather than NATTOW ~agduct terms, ) :
S soyeties Mpohedigers Tois coptying ti'w concepts, tools. and ‘techmques of marketing to
Tt s Nardice iy et aenvin or penefit that one party can offer to. another that is essentially
sreanwils and dees noefesiil in the ownership of anything. Services may be findncial,
«wisportation, banking, savings, retailing, educational or utilities. '
o ﬁrgamsntion Marketing: 1i consists ui activities undertaken t| Cdle, mamtsm, or
a atudes a1 oehaviour of target audiences tow~rds an 01ganlsatlon Both profit wii?
naim, alit Orgarisations practsce organisation ma rthmrz ) |
|'

m' 2 are also markead, Pee ol markcti'}" CONSISS Gi artivirie-

B I TR

w.somal M:l_a.r-i{e'ti?:,_,.' ;
e CLenge 3T e o behavlk or i nacet L peopie. For
- SR _ ]

————— . G e e ol . - .=




_segment. : . e

'example politicians, sports stars, tilm stars, plu‘qsmnais market themselves to «2t votes, o

to promote thelr caeers and income.

_13. _Place Mai'keting: Place markeri:= Twvolves activities undertakeri fo creatc. maintain, or.

change . fudes r behaviour towards particuar piaces sav, business sites m:.LrI\ctmg3 ourism
marketing, .

The innovativeness of the produ::= I1s consai. - * with referei . *0 the cormany ap (i
market. Market perception of the buyep i3 the ultimate test of the onovitiveies? v nw
product secomes an existing product aftersome e e.g, noe vl caolile mi o, g
commoss .n India. \ company has © mix of the above . caleinries. weris | povutive

products unknown te the wo:ld constituie v 10 per cent of tote! rnGveti: +..
1r1novat1ve products are restricic 1 to product and process improvemetii. i 'arge RN v
of improving the existing product rathe: han creating new products. 1ruly inoyaii:- D il

- involve the greatest risk and cost. Their innovativeress is yet 1o be accepted by the market.

Those companies, which decide to develop new products, may do so in-house in their
own laboratories or they can contract outside researchers and laboratories. Some companies
adopt both the acquisition and new product developmem route for growth, depending 1i,;0n the
perception of opportunities by the managemeni. If companies decide nai to innovaiz in these
competitive times. they are exposing themselves 1o a g-eat risk. The existing product range
needs » change to keep pace with the changing consumer needs, changing technology, the

competitive pressires and ever-shortenmg product 11fe cycles, Though inmovat; On 1+ jecessary,
it 15 not without its risks.

.The failure rate of new products introduced i; y&high. Even service industry’s pre-&..+.
‘ike insurance blans, credit cards, loan schemeﬁ‘ﬁmh-rage deals also show a high failurs
raie Vi ¢ of the new | roducts fail at the \\'Mg/of launch. Product faitures are defioed in
financial terw: v *F2 products fail to generate the expected profits or 1c: not generate profits -
at all, o '

There are other innovative marketing - - ties that are thougm to be new as pat ¥
effectwe marketing strategies for new Droduct Qe A

a) Concentrated Marketmg A market coverage strategy in whicit & firm goes aiter a !aﬁ?,-_u

* share of one or a few sub-markets.

b) Differential Marketing: A market-coverage strategy ini which. a firm #2cides w0 o =t
sever.' market segments and designs separate offers for each. For example Hindusizn 1.
‘Limited has ..oy, Lux and Rexona in popular segment and Liril and Pears in prenuw::

y

-¢) Demarketing: - rketing strategies to reduce demand temporarily or permanentiy the #*m’

is not 1 dJestrov demand, o 1 to reduce or shift it. This happens when there is ové full -
demand. For example, buses are ove: - '~4 in the morning and eve: ing, roads are tusy 107
o~ ines, zbo]ogical" parks re over-ue. -Jec on Saturdays, Sundsys and holidays; -
demarked g ¢ be appfﬁ*d to "t:g,w"f*‘ armand, :

d) Sync’hr’o Marketmg: Woon e aemand for *he product iz rreguia Mic o season, sora _
parts of the ‘day, or on bear tv: s, cawsing :dle Lapacity for o er-v orked capacitis:,
synchromarketing can be used/to find va s to alter the -ame patteit ©J ogmand i ='.-g]1
flexible pricing, promotion, and other incent: <:x, For o, ie. 2 dlens or cooters; or hosjins
under booked on wei* . _d or end of week. - e

AT

T




Any successful atternpt to inncvate basicaiiy depends upon the type of organisational
arrangement made for managing the process uf dewelopm}, the new products: There are four
factors that govern growth, population, penet-<:on of 1n1ras{ructure ablllty of
people/government 10 pay and new produsts. [n developfzd mark:ts new products are the key -
to growth because all others niave been exploited. In India. even the first three are important.

Activity - Ii
v+ Tiplain the elements tor new product development.
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113 STAGES IN NEW PRODUCT DEVELOPMEI\T

- As we have already Ohserved new products are neédcd for organ'i|sational growth. If we-
consider life cycle stage of the prod.-:ct we I@ that it is necessary to develop new products
Tr rejuvenate the gecrrasing sales.and pr f existing products, which are in the maturity

tige ¢ i the decline stape. New Produ ¢ a strategic response to.competition. A company
Lozomes st csiul by using flanker ds, line extensions and new products in competitive
SORTNAL, ' : S : |

B L "."'-"""_"c_)l.'()d'lltts ' ' o o :
S towand b) New to the mafl;cL_, ¢} New to the cdmpar:xy.
St 0 New Préduct Developnllent.' The stages in new product dcvéiopmem are diécussed.
as under . - : Lo '
. S |
1. Idea gen:ration - o | R
: : |

. The initial stas of niew product deveicpment (& idea generation. The idea shou]d be
- generated and explored jor wor "]E:\-'tmr“‘t“nt activity. The smnhmlj for new idea may be

- gererated irrespective of their SO and pertection’ should be done fully. For this many
‘whurees are available.
L The spurees b e Foodut dt;velopmcnt; are: |

< Usioraces, 11} Seientists, iii) Compeutors iv) Employees, v) Ch¢1u.c. inembers, vi) Top
¥ nagenicnt, +ii) Inventors, viii) Universities, ix) Industrial Lonsultants x) ‘Advertising and

Vit R esearcly agencies, xi) Industrial Publications. This is the steltge at which we have to

COUES B% mAny 1cleas as possible.




2. Idea Screening

After product icea Lave heen generated from different sources, and the next step in the
'sequence of product planming activities is screening of thes: id-as  sorcesing neans critica.
evaiuation of product ideas generated by a company. The aim of screcning is 1o close down

from further consideration those product idea that are not matching with objectives and
liritations. :

DROP ERROR: When a goed idea is dropped or dismissed an otherwise good idea.

GO ERZOR: When a poor idea is developed, to move into ‘development and
commercialization of a new product, '
Product failures ean be of 4 types

a} Absolute product fajlure-Total loss of money;

b) Partial Product failure- Break —even IOSS;

¢) Relative Product failure yields a profit that is less than the company’s target rate of

return;

d} Low profit.

ideas, target market, competition. market. size, price, deyelgginant time and -cosis, Fach idea is

Product ideas are described on a standard form. Th WJescription  -states the  product
reviewed against a set of criteria. @"

3. Concept development and testing %2

A pmduct idea is a pbssible product the company' might offer to the market. A product

.cencept is an elaborate version of the idea expressed in-meaningful consumer terms, A large

~ company gets the idea of producing a powder to milk to increase its nutritional value and taste.
This is a product idea. But consumers do not buy produci iaeas; they buy product coneepis.
A product idea can be turned into several concepts: o '

a) Who will use this product? infants, children, teenagers, young, middle-aged, old.

b) What primary benefit should this product provide? taste, nutrition, refreshment.

c) When will people consume this drink? breakfast, lunch, afternoon, evening, dinner.

- By answering these questions a company can form seversl concepts:

Concept] - An instant breakfast drink for adults who want a quich muiritious hreakfasi

_ without preparing a breakfast.
Concept2 - A tasty snack driuk for children to drink as evening refreshment.
Concept3 - A health supplement for older adults to drink tn the late evening before they
g0 to bed. ' ' '

Fach concept competes against different product categories. Suppose the instant breakfast
concept looks best. The next task is to show where this powdered product would stand in
relation to other breakfast products- cakes, ¢ggs, noodles etc., Next the concept has to be
turned into a broad concept i.e, current position of existing brands.
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following questions:

business analysis will undergo revision and expansion

" departments. _ :

-7. Market Testing

' Conct;,pt of Testing : : : I

Concept of testing involves presenting the product concept lio appropriate target
consumers and getting their reactions. The concepts can be pres#nted symbolically or -
physically, Concept tesiing entails presenting consumers with an elaborated version of the
concept. Our product is a powdered mixture that is added to milk to make an instant breakfast
that gives the person all the needed nutrition along with good taste andlhigh convenience: The
product’ would be oftered in 3 flavors (Chocolate Vanila, Strawberry) and would come in
individual packets, 6 to a box...After receiving this information, consumers respond to the
|
|

|
ii) Do you sce this product solving a problem or filling a need for you?

' i) Are the benefits clear to you and believable? -

iii) Do other products currenily meet this need and satisfy you?

iv) Is the price feasonabie in relation Lo the value? - |
|

4, Marketing Strategy and lievelopment
After tcsﬁng, the new product manager must develop a prelimihary marketing strategy

plan for introducing the new product into the market. The plan conslsts of 3 parts.. The first

part describes the target market's size, structurc and behaviour, the plapned product positioning
and the sales, market share and profit goa!; sought in the first few [years. The second part

~outlines the planncd price, distribution stegy, and marketing budget for the first year: The

third part of the marketing strategy pldg describes the long-run sales and profit goals and -
marketing mix strategy over time. Q’ ' '

: Q . |
5. Business Analysis ' | - o I

After management develops l_hé product' concept and marketing strategy, it can evaluate

_the proposal’s business attractiveness Management needs 10 prepate sales, cost, and profit

projections to determine whether they satisfy company objectiv'es.| if they do, the product |
concept can move to the product-development stage. As the new ipformation comes in, the -

Management needs to cstimate whether sales will be high enough to yield a satisfactory’
profit. Total estimated sales are the sum of estimated first time sales, replacement sales, and -
repeat sales. After preparing the sales forecast, management should estimate expected costs
and profits. Costs are- estimated by the R&D, manufacturing, | marketing, and finance

If the product concept passes. the business test, it moves to R&D or engineering to be

6. Product Deveiopment

' developed into a physical product. Up to now it has existed only as word description, a
* drawing, or a prototype. This step involves-a large jump in investment.

| - '

After management is satisfied with functional and psychologicall performance, the product
is ready to be dressed up with a brand name and packaging, and putlto a market test. In testing
consumer products, the company seeks to cstimate four variables: trial, first repeat,'aclo'ption,
and purchase frequency. Management faces several questions:

R ) |
|




. with the product, they cannot vouch for its benefits.

~ New Product Adoption Process

i) How many test cities? ii) Which cities? iii} Length of the test? iv) What information?

-~ v) What action to be taken?

" Test miarketing permits testing the impact of alternative marketing pians.
8. Commercialisation

If the company goes ahead with Commercialisation, it will face its largest costs to date.
The company will have to contract for manufacture or build or rent a full-scale manufacturing
facility. Another major cost is marketing, In commercialising a new product, market-entry
timing is-critical. Geographic strategy is also timportant. The overall guide-to the new product
development is the product strategy of the organisation. The first three stages up to the concept
development are the critical steps. These are the least expensive steps.

Further steps arc escalating in terms of costs and conimitment of scarce resources. Most
product failures are attributable to an unviable idea or faulty concept development. The

different stages help us to identify these situations.

Markei Evoluation for Ne_w Product

- Market for a product evolifes' over the four stages of product life cycle. We shall first

consider the evolution of market at the introductory stage. Here a new product is introduced.

The sales are still low. This stage continues till sales begin tt@e rapidly. Some products can
have a very long introductory stage. Some products do no this stage at all. We call them
product flops. Technological breakthroughs start an al er new product lite cycle, e.g.,
transistors, photocopiers, radial tires, new antibiotics$ 12 new, there are obvious difficulties
in assessing the market reaction. There may not b@recedent to fall back upon. Pérhaps. the
product has not fulfilled the expectations of the buyers. Since consumers have no experience

Consumers would like to know more about the product. Even marketers do not know how

best to market the products: In this introductory stage, a markel evolves on the basis of the rate’

of diffusion and adoption of the new products.

-

~ The new producet’s acceptance by the consumiers is called its "adoption." 1t-is a six-step
process in which the consumer passes through: : ' '

Information

~
G

Confirmation '

Adoption

Product.
~ adoption
process
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“tried, we get direct product experience resulting in confirming the product evaluation, leading

 Activity - III | Q:?” | . |

“new product that is developed is a star. But it mdy fade out. Some of the reasons for the failure

- The ultimate end product comes to marketing department for selling. There are many

~-a price quoted. Perhaps, their needs are not met. Each party places the blame at the door of the

- should be cross-functional approach, ¢.g., examining the product |1dt;a )

_ . |
If a person is exposed to the new product, he may become a prosrlyect.

[ie solicits information about the new product by becominginté{:rcstéd in it.
He studies the merits of the new product mentally. ' |
He tries the new product in a limited manner. He prefers a small quantlly for trlal

Here he decides whether to accept the new product in-a full- ﬂedg‘ed manner.
The new product is adopted. He needs a constant reassurance abqut his choncc

The stage of information is also called 'interest’ stage. The ﬁbove progisai fye stages
suggest that the marketer of a mew product should facilitate the movoment of the prospect
through these stages.- A product may be offered on a frial basis wwlh an option to buy if the
results arc satisfactory. It may be noted that the uitimate adoption of* acceptance is a result of
the adoptlon process. - . |

: _ |

Between the stages four i.e., trial and five i.e., adoption or rejection we can add dircct
product experience; and product evaluation. The above dmgranJ iifustrates the adoption
process. Awareness starts the adoption process.. luddmv 10y mtbralt in the product, and its
evaluation. The product ther can b eitiicr mied or rejected befare or after the purchase. If

to either rejection or adoption. The post adoption confinmation is a reassurance about our

choice. Some adoptions affect us minima]ly, whereas some others drasticaily. Thus cars,
fridges and TV have a major impact o:@ ety I '

Expfain the different stages in new product development. . -

11 4 WHY NEW PRODUCTS FAIL" _ [

Itisa bafﬂmcT quesnon Some new products fail. Some succged For a company, every

of new product are: - : |
: : |

1. Lackof Organisatidnal teamwork ' |
I+ most of the organisations, there s a tradstlon to rely on R & D 1o come out with a .
bright idea and research it, which is then handed over to the demgn and production people.

problems in this segmental approach. The design people may revart to R & D, if they find the
product unviable. 1he production people may ask the design peoqle to redesign it the product
cariiot be turied out at the budgeted cost. The design people take their own time to redesign.

The marketing department ultimately gets a product that is not agceptable to the customers at

other party. The solution to this situation is to have team-approach. At each stage, there




New products should be linked to a strategic management process, and the new product
development process should be under an effective organisational arrangement. A’ stage-gate
process of development ensures that the product proceeds to the next stage only when cleared
by a cross-functional team of gatekeepers. At each stage, while the gatekeepers decide
whether to go further/no go and kill /no go and hold/recycle. The project leader decides the

criteria for each stage. This is different from the department-to- deparlment approach; where
leaders change otten.

Thus, if marketing research into consumer's wants and needs does not support a product,
the product does not go ahead from the business planning stage to product development stage.-
Simultaneous product development by a cross-functional team tums out products quicker. [¢
may be risky to do so. But where product life cycles are shorter, quick development of new
products offers far more benetits than the risks associated with it.

- 2. Technical proh]ems

Too complicated a product or poor pertormancc ofa product that is not 5uper1or to any of
the existing products may fail.

3. -Poor timing

Philips was too slow to bring improved generations of VCRs after it put its new product

in 1972, In the meuntime, Japanese companies put at least thige generations of VCRs. Delay

“in introducticn of new products may affect the markctmg s of a company. Even rushing
a pmducl i the mar ket too quickly i is not adwsabie eas introduced by Lever several

acceptable, though it was unthinkable to expect so & few years ago.

- Let us now examine why new products succeed.

a) ‘Any product, whether new or existing, has 1o satisfy a consumer need or more than one
consumer need. :

b) The product, advantage of being superior goes a long way in making the product
successful. Xerox - a copying machine succeeded because it copied anything in seconds -
without any chemlcalr’spemal papet. Polaroid succeeded as it took a plclure developed it, and
gave a print in 60 seconds flat.

c) The product must be competitive cost-wise. It must be compatible with the distinctive

competence of a company. Top management must support it. The environment should be

. conducive to developing new products. The management must be alive to new-product
opperiunities. ' o

d) The product must have a marketing advantage e.g., Avon is sold door-to—door Barbie
doll can get clothes to drape her in.

e} The product must have a creative advertising advantage, e.g., Maggic's two minute
noodles emphasised the two-minute solution to satisfy the hunger school going children.

the marketing department will launck a fuil-fledged production/promotion campaign for
. mass distribution. Disiribution channels will be chosen to make available the product wherever

it is demanded. After this, the life cycle of the product will start and the marketing manager 109
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~ Understand the Product Failure X _ - o

|

|
will adopt different strategies during different stages of the product lifé cycle to maximise sales
volume. Necessary improvements in the product may also be irftroduc"ed_ as and when
necessary in the light of changed customer requirements and innovatipns in technology. Each

of the above stages becomes progressively more expensive in terni13 of money and scarce

" manpower. Just once the product idea passes through these stages |and careful analysis has

been done at each stage, the chances of product failure are reduced considerably. S

|-
When a product does not rcach the target of salcs and profits, it is said that the product o
has failed. Symptoms of product failure include the following: | _ -

1} Declining sales volume, 2) Declining profit margins, 3) Higher that: cxjrectec vosls,
and 4) Higher than expected tnvestment costs. : '

The failure of a product may be traced to the management’s neglllect or mishandling of the

‘product innovation or the faulty management of the product life cycle. The important causes
- of failure of a product may include the foillowing: I

|

1. Conception of produci idea or speciﬁcaﬁon of the product may be faulty.
Design of pfoduct may not m'alch with the needs of customets. _

The stren gth of competition may not be properly studied. I

Cost of production may be hi ghe@n the estimated cost. |

The product performance m%~®unsatisfactory. S
Market changcs may n Q-’underst'ood property. |
‘Technical and productio problef‘ns might have been undere'F;tim:.zted_
Products may be introduced to the market untimely.

Stressing product attributes incorrectly. - . J|

R R N

—
=

. Inadequate promotion.
- . . . o -
11. Poor packaging, inappropriate size, etc. |
12. Faulty pricing of the product. o |
. | .
In order to check product failure, timely care shouid be tuken regarding the thove factors.
Product and marketing strategies must also he modified df:pendin| upon the changes in the
market. The cxisting product has to be modified in order to sui;‘g the changing conditions.
When a firm makes improvements in the existing product, by changing its quality, size, form
or design etc., the process is said to be product modification. When changes are made, the

existing product may look almost new. The purpose of this change is to increase the sales or to_

attract the customers. : T

‘Modification for failure of products are: (i) satisfying the additional needs -of the

. buyers, (ii) upgrading or downgrading the quality of a product to duit the markst-rich or POOT.

(iii) changing to attractive design, colour, shape, etc. (iv) meeting the consumers’ demand.

Quality is a dynamic concept ard 50 is its management. Tothl Qualitv Management has
been acceptes, houghont the warldthese days. it calls for c_ontindous; imnrovement of quality
with the cooperation of workers tirouglh inaovation i p e e A

. gifpsd EHUHRRZE nat T T Y
the changing requireimenis of the custorer, The launching of 1SO: 9000 series siandards

by
|



the International Standards Orgamsatlon 1s an attempt to help the industrial orgamsalmn in

adopting Total Quality Management to 1mprove their quahty and productivity and to serve

their customers efficiently.
Elements of Total Quality Management

Quality may be described as fitness of a product for use. Total quality management refers
to meeting the requirements of customers consistently by continucus improvement in the
quality of work of all employees, For achieving total quality, thre¢ things are essential:

There are three elements of Total Quality Management

1)  Meeting customers' requirement:
ii)  Continuous improvement through management process;
iii) Involvement of all employees.

Total Quality Management is a dynamic concept, as the quallty standards do not remain
the same forever. They are to be modified or changed to meet the requircments of customers

and to make use of new technology. Even the ISO: 9000 series standards have a provision of.

revision, medification or deletion of quality standards after every five years.

Total Quality Management also calls for involvement of employees in this programme.
Without the active involvement of employees, high qualty -standards can't be achieved.
Further, the whole concept of Total Quality Manage@
requirements of customers.

i} Meeting Customers Requircments: Un@ Total Quality Management, the term
‘customer’ means every user of a product or service and not only the end-user. This is a very
broad meaning of the term ‘customer’. For example, a product that passes through a number of
stages, every next stage is a customer for the preceding stage. Total quality management aims
at satisfying. the requirements of customers which never remain constant, but keep on.
changing with the changes in time, environments, circumstances, needs, fashion, etc, Thus,
meeting the changed requirements of customers is a continuous goal of the producer.

ii) Continnous Improvement: The change in customer requirements may be in terms of
desire for better qualiry of product/services, bigger size, reduced cost, etc. So a producer has to
cope with new requirements. A new process may have to be developed, or it may require a
new design. The production process has thus to be attuned and accelerated to meet these
changing requirements. The management has also to take care of competition in the market so
that customers do not shift to other producers. For instance, introduction of 300 ml. cold drink

bottles by one producer in 1992 led other producers to shift to bottling of 300 ml. of their
brands.

Thc advancement in technology is another improvement factor in 1mprovmg the.quality.

. The innovations in a particular field may cause some of the existing technologies to become
‘obsolete and as a result the survival of the producer not adopting technological advancements
'would become very difficult. For example, Photocopier was a big machine witt a manual

process when it was introduced in India for the first time. The process was time consuming
and even quality was not up 1o the mark. Thereafter, new photocopiers (Xerox machines) were
introduced and slowly old machines disappeared for the 31mple reason-that customers' need
underwent. a sea change.

t 15 directed towards meeting the*
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iii) Involvement of Empioyees:
“improvement in quality of pr

“work. Quality circle is an outstandin

. Describe ihe reasons for the failure of new products. O

Total quality management Iréqluires a. continuous
oducts. This calls for the improvement in the quality of work of
d development. ‘The enbancement of skills of employees will not

employees through training an
g down the cost of production thr?ugh_ efficient use of

only improve quality, but also brin

machines and materials and reduction of wastages. _
_ _ |

. | B
scious about the need for improvement in the quality of
¢ example in this regard. It is yeeause of employees'
| quatity management is referred to as people's

‘The employees must also be con

involvement in improvement of quality that tota
Process. : ' .
- . . . |

Activity -1V - Lo

11.5 SUMMARY o |

New products should be linked to a strategic managenicnt proceds, and the new product
devstepment process should be under an egidy:i» organisational arrangement. A stage-gate
process of development ensures that ihe ct procecds 1o the next itage only when cleared
by a cross-functional team of gatckeePprs” The markering concept has its own-limitations,
which relate to one of the aspects mplementation or extending e%lra services which help
organisation to cffectively achiev goais. The overall guide to ihe new product development

is the product strategy of the organisation. _ |
: T

The marketing concept holds that the key to achieving organiﬁat'i_on goals consists in
_determining the needs and wants {o. target markets and detivering the desired satisfactions

. Mmore gi’i‘ectively and efficiently than competitors. ' |

11.6 SELF ASSESSMENT QUESTIONS | .

L Shdrt Answer Questions ' 3 : |
1. What is a new product? How is it developed? |
What is test marketing? . ' '

What practicail sources of new product are available? )
Who is new product manager? | : |
What is repositioning? |

What do you mean by Value Markéting. |

= B N R S S A

Define Market Testing. .

II. Long Answer Questions |

1. ‘Fxplain briefly the stages to be followed in new product introduction.
|




2. What do you understand by cvaluation of the ideas? Explain with examples.
3. What are the stages in new product introduction? What happens at each stage? .

4. What market factors need to be screened for? What is the relevance Tor each?
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11.8 KEY WORDS - A o
Product development 0 tht}_le:Jt concept passes the business fest, it
' mo R&D or engincering to be developed into a

physical product. Up till now it has existed only as
word description, a-drawing, or 1 prototype.

Market Testing :  After management is satisfled with functional and
' psychotogical performance, the product is ready to be
dressed up with a brand name and packaging, and put
to a market test, In testing consumer products, the
comipany seeks to estimate four variables: trial, fiest
repeat, adoption, and purchase frequency.

Commercialisation ¢ If the company goes'ahead with commercialisation, i
will face its largest costs to date. company will
have to contract for’manufacture or huiid o rent a

" full-scale ma‘nufacturing facility.

-—-Enli'g'h-tened Marketing * A M 1rket|ng philosoply ficiding that a o
- _ : . marketing should support ihe best

principles include customer-oriented  marketisnig,
innovating marketing, vehe marketing  sense-of-

mission marketing, and soue{:—ﬂ raarketing.

Innovative Marketing : A principle that requires that a company seeks real
' product and marketing improvements.

ong-run
performance of the marketing svstem: s {ive



~ Value Market'ing. - Aprmmple that holds thatacompany should put most. -
Lo o ~ - of its resourcés into valuenbulldmg marketmg.
1nvestments ' - | :
. : _ ' |
Place Marketing © 1+ Place marketing involves actlvltles undertaken ‘fo

create, maintain or change atfitudes. or behaviour
toward particular places say, busfness sites marketmg, .

tourism rnarketmg |

Demarketing : Marketmg strategies to reduce demand temporarily or
' o permanently, The aim is not to|destroy defnand, but
only to reduce or shift it. This happens when there is

excessive demand e
. oo

Synchromarketing . :  Synchromarketing can be used Ito' find ways to-alter
' ' ' the-same pattern of demand through flexible pricing,
_promotion, and other incentives|

| ?‘Q\D
&




UNIT-12 : PRODUCT LIFE CYCLE

Aims and Olbjeétives

) “After studying. this U.nit, you should bc able to:
‘e understand the product developiment in 1‘)1';:)d..uct life cycle;
» describe the product lite C};cic and its stages; |
~¢ explain the strategies Iin each stage ot product life cycle; and

+ discuss the marketing implications with the help of PLC.

Structure

12.0 Introduction

12.1 Meanine ot Product Life Cycle

122" Product Life Cycle Stages

12.3 Marketing Implications in each stage ot '0.C
12.4 Market Evolution for a Product-in PL.C

12.5 Summary

12.6  Sclf Assessment Questions | o \>
12.7 Further Readmas 0

_ 12.8 Key Words ®Q§>~

12.0 INTRODUCTION

-

The product life cycle is a concept that attempts to describe a prodm ts wales, proﬁts
customers, competitors, and marketing emphaslﬂ from its beginning unu: 1 18 removed tom
the market.

The product life-cycle concept may be :nplied to a product class (waiches), a producte
form (quartz watches), and a brand (Seizo quartz waiches). However, product {orms product
life cycles vary a lot, both in length of time and shape. The ;.‘;'r‘itional curve contains distinet
periods of introduction, growth, maturity, and decline, The booi or «i :sic curve dezcribes in
extremc!y popular product that sells well over a long pericd. A {d curve regreseris a product
with quick popularity.

12.1. MEANING OF PRODUCT LIFE CYCLE

The nraduct life cycle is a concept that describes a product's sates and Hroiirs. “rom
product-planning perspective, there is inierest i the product life evele fioe seveial reasoss.
One. some analvsts have found that product lives are shortes = oo S
products are poqUIrME Incredsci marheiing ad ¢
enables a firm (o anticints olonosg T conikimies

Hermibran ngcmedidries and 10 adpist the markaing pao. -

. X . .
i T >
IER TR R, G L m I.uil L RN

eyclo oneept erehios e compdiy 10 consider the s i of on nducrs lha{ it should om , many
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lirms seek to attais a bala-.ced product portfolio. wher=by a combination ofinew, growing, and
mature pro<-ucts is reaintained. _ Lo : |
. ; ' ' |

ft1s very diieult for 2 marketer 1o take a decision zbout the number of products it shduld_

produce 7 1 given ¥re because the numbe of products ol product-mix islafiected by several

fuctor: < hasges i the pmd'lrt mix, that is, ddd.nu or eliminating pr: ducts|, may be duc to the

How Y sclors: . - ' - |

L hange in demand of plodmt Lo |
it} Change in pumhasmg power or behaviour ofthe customers.
i) Change in company targdts. : : |
iv) Dé\-'eiopmef.t of by-products by using residuals, at low cost.
vy The competitor's actions and reactions. | B
vi)  Spare marketing capacitv.
vil)  Financial influences of the tirm, | . _ |
vil) Advertising and di-iribution factors. - - | |
%) Goodwill wfthe firm. : ' g |

x)  Possibiiiy of adding new product to its product line at less cost. |

|
T araduct life cyele is an nnpomnm,ept that provides In‘il{_,llﬂci into a product's
compeiimve dvnaesics, The product 1ifg concept is best used to interpret product and
matke  Moamics. As A nianning geo ..hc product life cycle concept helps managers
Characterise the m: * 1 markeling chalabes in each stage of a produet's life and develop major

alternative : sarketing strategies. ' :

As a controi tool, the product life cycle concept helps the c01npz:+y measure product

' performance against sinular products launched in the past. The product life cycle concept is

less usetul as a forecasting tool, because sales histories exhibit- dlverse palf[erns and the stages
vary i duraiion, . |

Acesraing to Philip Kotler, prodict life cycle is "an attempt to rccogﬁise distinct stages in
the sales nistory of the product™. The lifetime szle of many branded products reveals a typical
pattern of 'm\rclupment kuownas PLC. _ I
ACtivi_ty -i : ' . -
“efine the nroduct life cyele.

12.2 PRODUCT LIFE CYCLE STAGES |

Product iife cycles vary a lot, both in length of time and shape. The traditicsal curve
coftains distined periods of introduction, growih, maturity, and decline. The boom or classic
Lurve diseribes an extremely pepular product that sells well vver a longlperiod. An extended

| .




fad is like a fad, cxcept thai residuai sales continue at a fraction of earfier sales. A sero: st o

fashion curve resul:s when a product sells well during nonconsecutive v+ iods, Wlth a revwal
- or nustaleia curve, a seemingly ohsalete product achieves o ol cll‘ltV A bust curve occurs
fo a product that fails. - :

A product life cyele " :ia stages viz, Introduction Stage, Growi, Stazc, Mab ity
Saturation Sicge, Decline Stage and Obsolescence.

Sales and Prolits
&

Gr et
Decline .

Pro -uct developn ent

Introduction

Maturity

S

\
v o
Ln_sscs )
_ ' Flg 12 1@?55‘0”‘?_,_

1. Introduction Stage

This first stage of product life cycle is launching ¢ the product in a market. This stage i
" characterised by high operational cosiz arising out of inefficient production level or

bottlenecks, high learing tims, unwillingness of trade to deal in the product or demand of |

higher margins or extended credit terms and advertising. One of the crucial decisions to be
taken in.the market pioneering stage is the pricing strategy to be-adopted for the product. Since

the product ‘is new, no past data or comparisons are available and the firm normallv opis for

-one of the following pricing strategies: a) Rapid Skimming, b) Sivw Skimming.

a} ihe Rapid Skimming Strategy. ot high price and high promotion effeci’..’+ werke only
when the customer awareness for the product is not very high, and ainong those i are
aware, willingness 1o pay any price to possess or buy is high. This strategy alsc works when
the market size for the product is farge and the threat from compelition is imminesd.

b) Slow sklmmmg stmlegy is based on the assumption that the firm has sufficiet: time to
recover its pre launch expenses. Rapid penetration strategy is based on the same assumption
and environmental conditions as the one mentioned under the rapid skimming strategy. Slow.

penetration strategy delivers resuits when the threat from competition is minimal, market size

_is large, market is predominantly price sensitive and majority of the customers are. familiar

with the market. During the introduction stage of the product life cycle, a new product is intre-
- duced into the market place and the ohjcctive is to generate customer interest. The rate of sales
growth depends on the newness of the product as well as its desirability.

Tt
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. S PMarss ity Stage

-

cme!e 4 prodiot modification gencrates faster sales than a major innovation. At this
Slage. ) one oe s Do inve enterad the market and competition is li_mitcd. Liosses occur
hocaver ol hign L0007 inarketing costs; and cash flow s poor. [njtial customers are
inovators, who are willing to take rists, can afford to take them, and like the status of buying
fivo:, ti

cade’s s

E NG O awe fiems dominate T market and costs are high, only one or two basic

T ey
Tt

ol - T R

_ . _ |

I .eowth Stage o S : |
: : |

[ISTRIRANIEY NI

V., teeaduction of the produ.. 15 cver, the growth, the demand for the product - tn-

erscier. Durig tis cage Cio mnain problem s ' produce the product in sufficient volume and

market the output with' minimum delay. The competitors are also r:nterilng the scene with

sim:iar or slightly improved versions of the product. During this stage, the manufacturing-and

distribution-efficiency become important keys to marketing success. Profits increase during
growth stage as promotion costs are spread over a larger volume and unit manufacturing costs
fall faster than price declines owing to the product learning effect. The gro{vth phase involves

' strategy of product modification, enlarging distribution and service network and maintaining a

competitive price level. The strategy also involves one of the extendiug products to different
usc situations and considering newesr packaging alternatives to attract mbre and more néw
customers. ' T =

The: growth stage invoives he strategies of product modification, enlarging distribution
and service network and maintaining competiiivg price level. The strategy also involves
extendi o prods e erent e sHuatic evanidering newer paclkaging alternatives
1o atraci miore and More new customers. i"é@;g that survive the growth siltagé enter the third

CstEna i, mtariiy stage. Dieng i le» Fompetiton becomes imore intense. The stage is

chiaracisrised by slow growri : vies of §d@s and profits. This stage is also mz'p‘ked by a cutthroat
campetition, whiel Sf2a narows down te srice and promotion wars. |

This is the second stage of product life cycle. Many products are struck!in the introduction

stage itself. Enteiing this stage nizans that the product has overcome the hurdles of ‘the .

introduction stage. The compeiitors also enter the scene with similar of slightly improved

versions of the product. The market base expands and more customers are willing to buy the

product. Profits iicrease during the. growth stage as promotion costs are %preadl_(')ver a large

viigre and upit-manufactuing cos's 51 faster, Mese irade chansicls are now witling to accept -

vr

the product. ' _ |

_ | .
'n tie growth stage of the product life cycle, a new product gairls wider consumer
al eptance and the marketing obiective is to expand distribution and the, range of available

prefiit alternatives. Industry sales increase rapidly as a few more ﬁr;ms enter a highly

prvitable market that has sub:tantial potential. Total and unit profits are high because an

affloi wiass market buys distinctive products during growth; £irms _enlay\'ge the market and

o fer abiematives. :
. [
ﬂ

P ' |

During this stage, competition becomes more intense. This stage is cHaracterised by slow

" growth rates of sales and protits. This stage is also marked by a cutthroat competition which

oftee tends to narrow down to price/promotion war. Maturity stage also sees a boom in the
P P

. market demand as more and more customers are now willing to accept the lproduct. Internal ly,

the firm derives benefits of economies of scale in production and distribution. Product

modification programme is at a much higher level and the firm also int'yoduces a madified
. . , |




product during this stage. Strengthening the brand through repositioning or miaking changes in
the channels of distribution now become imperative. While the firm has to fight competition
and take its product nearer o the customer, it has to also make adequate profits to remain in
the business. Product modification programme is at a much higher level and the firm also
introduces a modified product during this stage. Strengthering of the brand through
repositioning or making changes in the channels of distribution now become imperative.

During the maturity stage of the product life cycle, the product's sales growth plateaus and
companies try to maintain a differential advantage (such as a lower price, improved product

teatures, or extended warranty) for as long as possibic. Industry sales stabilize as the market’

becomes saturated and many firms enter to capitalize on the still sizable dermand. Competition

is at its highest level. Therefore, total industry and unit profits decline because discounting -

becomes popular. At this stage, the average-income mass market makes its purchases. A full
line of products is mad= av dllahlt, al many outlets and mary price levels. Promotion becomes
very competltwe

4. 'Saturation Stage

In this stage, the sales of the product reach the peak and there is no possibility of further
increase. The substitute brands begin to be-popular. During this stage the rise and fall ol salc is
dependent on the basic economic factors of demand and supply. Markets are hlghly segmented
and the number. of competitors also stabilises.

5. Decline Stage . : ' Q\b ' | . - a

This stage is characterised by the produc 'eGfrehial displacernent by some new innovation
evolving change in consumer/buyer buying Biaviour. During the stage of decline industry
sales drop off and the number of competitors shrinks. Customer's value perception of the
product also undergoes a change. The marketing task is one of diverting and gradual with-

drawal of the product. To cater to a small niche; a firm may consider genemtmg primary .

demand for the product rather than the brand demand.

This is the stage when the sales decline bccause customer preferences have changed in

favour of more efficient and better products. The number of competing firms also get reduced '

and the industry now has limited product versions available to the customer. The marketing
task is to sustain the product at reasonable profit levels or abandon the product in a way that
" minimises the hardship to company profits, employees and customers.

In the decline stage of the product life cycle, a product's sales fall as substitutes enter the
market or consumers become disinterested. Firms have three altenate courses of action. They
can cut back on their marketing programs, thereby reducing the number of product items they
- make, the outlets they sell through, and the promotion they use; they can revive the product by

reposmomng, repackaging, o1 o' nerwise remarketing it; or they can terminate the product. At '

this stage. as 4 istry sales dic'ine. wmany firms leave the market because customers are fewer
and. they have less in urtc 1o spend. The product mix concentrates on best sellers, selected
outlets and prices, and promotion that stresses in an informative way, availability and price.

0, Obsolescencé Stage

At this stage, there is no chance of profitable sale of the product and the prodﬂct becomes
totally out of date. Hence the management has to drop it from the product line. In India, the




glaring example of products in the obsolescence stage include grarﬁoph}one, Electric Radio,

. elc. _ ) _ ' L |
Prozluct lite cycle remains one of the most usetul coricepts of marketing management and
its uscfulness varies in <iizient marketing situations. It car be useful 4s a planning tool to
ana]ysa. characteriztics ol each stage of product and relevant respense or @ctwltv is required in :
each stage. it can be used as control tool to monitor the company's performance. It can be used
as forecasting tool, where the company will project its sales and profit, depending upon the
product staye of the iife ¢ \(LI{ It is one of the powerful tools of marketmp that is turning up in -

fmance and maraganeni literature bcc&us:, it is useful for overall corpordte planning. Il
| .

Cvcle, ac:r_‘.cr(liing to Philip Kotler.
| .

he charantoristics of different stages of Product Life

- are: : ‘ _ : : S !
x
E . !
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CHARACTERISTICS - . |
. ) N\ .
Sdles . Low sates S'éll_ fising Peak sales - Declining
b . . aifes : ! sales
Costs f-ligh cost et Q“}\ver&ge cost I.ow cost per I!.ow cost per
. " cuslomer per customer custormer | custoiner
i Prdits Megative Lsereasing High profiis 'Dcclining
prolns i : TS ;
Sastumeers Innovators 8 arly Middie | Laggards
adopters majoity ! C
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. |
MARKETING OBIECTIVES _ ' ' :
! o : Create Maximize Maximize 'Reduce |
product market sharc profit while : expenditure
[ awareness ' detending | and milk
and irial market share ] | ihe brand
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STRATEGIES

Product Offer a basic Offer product Diversity - Phase out
- product exlensions, brands and | weak items K
' 0 scrvice, warranty models '
Price - Use cost-plus Priccto Price to match Cut brice
~ |penetrate market | ovhest N
. Competitors / _
Distribution “| Build seleclive Build intensive | Build more Co selective:
' ‘ distribution distribution | intensive | noededto
. ' distribution retain hardcord
- lovals
Advertising Duild product Build AWAreness Stress brand Reduce to
awareness and interesl in differences level needed
among early .. the mass market and benefits to retain _
-adopters and . | hardcore
' dealers ' - layals
Sales Promotion Use heavy - Reduce totake - | Increaseto | Reduceto
' ' salés .| advantageof ' encourage’ - | minimal level
promotion to heavy consumer| brand
enticetrial | demand’ | switching

Increasing the- number of lines and/or the depth withim\a line may do expansion in' the
present product-mix. Such new line may be related or uted to the present products. When
a new product is commercialised in the market &‘p’roduct competes with the existing’
products to ‘secure maximum share of consu Qﬁomc. It brings in sales and generates
profits. However, like human beings, every proddet has a life span at the end of which it dies
and its capacity to generate sales and earn profits diminishes and ultimately vanishes. Just like
a man, a product too has-its childhood, adolescence, youth and old age i.e. life cycle. When
applied to products, it is termed as product life cycle. '

“The correct organizational .form depends -on_ the diversity of the firm’s offerings, the
number of new products intrnduced, the level of innovation, company resources, management
expertise, and other factors. A combination of forms may also be hlghly des;rab]e Among
larger firms this is pamcu]arly common. '

Furthermore, companies should keep the following in mind in setting up a product-
management organizationat structure. Successful companies are run by people who hzve their
priorities straight, their values clear, their direction tight, and a strong grasp of culture.

Activity - I

What are the stages in product life cycle?
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12.3 MARKETING IMPLICATIGNS IN EACH STAGE OF

PRODUCT LIFE CYCLE : _ |

. | . o |
" 2. Growth Stage . Q\b : o

- necessary shelf-space,

| o
As described earlier, product life cycle is a series of successive stages a product class or

product goes through from the time it is put in the market till it is withdrawn from the market.
We employ different marketing strategies for different stages of the product life cycle,
: ol

1. Introductory Stage |

Here we put the product into the market. Perhaps it has taken a long period of -
development. First the sales are zero. Even when the introductory stage ends, the sales remain
low. . : _ ! :

- _ : I
The basic reason for this is unawareness in the consumers aboult the product. Marketers

" use advertising and promotion to create this awareness. They try tolinduce the innovators to
‘use this product. '

. _ _ : N
As the product is new, there is still no competition. Promotion :thus remains confined to

~ one organisation. As advertisement costs are high and distribution F)as been set up at a high
“cost, the product sales do not yield any profits. Maybe the profits| are negative during this

stage. : : |

|
More and more consumers 4 tracted to the product after awareness is created. They

adopt the product and sales ris@. Though sales increase, profits dJID not keep pace, and tend

‘to fall down. This happens because competitors now enter the market, and the prices are thus

lowered. Competitive advertising starts and consumners are persu'adé(;l to buy our product.
3. Maturity Stage _ R

: ) | .

Sales continue to rise in the early part of the maturity stage. Byt they rise at a decreasing
rate. At the end of this stage, sales start falling. Consumer durables have reached a maturity
stage in many developed countries. Profits begin to decline. Marketing is done with restraint.
Competition is fierce, and -is based on price. As most brandd have similar attributes,
differentiation becomes  difficult. Sales promotion is increasingly |used -to encourage brand
switching. Sales promotion is also used to induce the retailers to stoéltk the brand and give it the

.
|
I
H . I p | . ) .

. -Finally, sales start declining, sometimes too fast. May be, there is market saturation. All
have electric irons. May be there is new technology that overtakep the existing one, we say
colour TVs replace the B & W sets. Social values may change, sdy women do not like skirt
hemlines to go up. Once there are no volumes, the costs rise up. These must be controlled.
Sometimes deajers who sell a marginal quantity are eliminated. Advertising costs are'to be cut.
Sales costs are reduced. At times, the whole product is eliminated ifjit is unviable. All this aims
at improving the profits. The product is ‘rilked’ without adequatfa| marketing| support. Brand

loyalty decelerates the 1ate of decline. |
|

4. Decline Stage




Ttis bellcved that a product gocs thtough various stagcs in its life Just llkc a human being.
It indicates that many products encounter similar opportunities, problems and challenges
Product life cycle is a graph of sales against time. It is posmblc to revive a product at the
maturlty stage before it enters the decl.nc stage.

: Product Llfe Cycle Span

The life of a product varies from segment to segmcnt In health-care, forinstance a
product can last for 15 years. In otlier segments, products may have a four- or five-year
lifespan. lndustna] products gcncral ly have a longer lifespan than consumer products.

One example of a long product lifespan is sandparsrs, which have been around for the
past 60 years. Although the manufacturing process has changed, their usage has not changed.
As product life cycles get shortened, it becomes necessary to cut down product-development

~cycles. In electronics operations, the product- development cycles. are Spread over a couple of
months, . :

Are brand life cycles shrinking? The answer is perhaps, yes and no. Siephen King
considers the brands to be ageless. Brands like Surf, Lolgate and lodex are as popular today as

* they were a decade ago. Companies, however, have to work harder to keep them that way. One

. way.to keep brands from ageing is to introduce variants. Another way is to modify their

packaging. Still another way is to change their forr;";ation.l Surf is a good example. In the last
two years, it has morphed from Surf Ultra, to Surf Exccl,@ Surf Excel with Active Oxygen. -

Like peopte, brands live on their progeny,
As we have observed already, a product j 'y broad concept havmg several levels.

Slmllarly, there will be several product life cy%

product. Product class or industry or product categorv is the highest level. Thus a product life

cycle will correspond to product class level, say product life cycle for cleaning agents. Often

next level is that of the product category. Thus there will be a product Jife cycle for detergents.

Several brands will compete within this category. There will be several product forms or sub-

categories leading a different product life cycle. Thus we will have a product life cycle for -

enzyme-based detergents. Last, there will be a product fife cycle for-an individual brand.

- A brand manager or product manager is concerned with the product life cycle of a brand.
We however, treat product life cycle of product class and categories as it becomes easy to
generalize. Besides, product lite cycles of s highs level is influenced by environment rather
than by individual actions of the brand managers. Product life cycle in marketing refer to the
aggregate product life cycle. But there are variatien=. Sam= life cycles have very short maturity
stage or ‘have no maturity stage at all. There can be several points of recycling during the

growth and maturity stages of product life cycle. The revival or recycling may be due to

repositioning, say Johnson’s baby shampoo is promoted for use for adults or Cadbury
chocolates are promoted for adults New tcchno]ogy may create new uses.’

‘Some product life cyclcs show growth-decline-piateau stages. This happens for goods,
‘which are not purchased so frequently. The markei is quickly saturated by new purchases.
" Thus there is growth. After saturation, the sales decline because then the market wil} depend
upon the replacement demand, and new customers. It is 1o be noted that there are no standard
definitions of product class ang prod::~t form Thus whether misro and mini computers are just
product torms or they are new classes is difficult tc decide. At first, it seemed that they_ are

corresponding to the different levels of the
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separate classes. Later micros started performmg the functlons of minis. The dlstm(,tton thus

Cblurred. . o I

It is difficult to be precise about the end of a particular stage and the|start of another stage.
It is also not possible to project the previous stages to the next stages. Product life cycle is too
simplistic. There are three factors 1nvolved market evolutlon technglogical evo]utlon and

competitive evolution. |

Activity - [1}
’ |

‘What are the marketing implications in each stage of pr'odu_ct_ life cyclc?lExplain..

12.4 MARKET EVOLUTION F OR A PR@DUCT IN PLC

- Market for a product evolves over the four stages of product llflc cycle We shall first
consider the evolution of market at the introductory stage. Here a nevdl product is introduced.
The sales are stitl low. This stage continucs{lbsales begin to rise rapidly.

' ' : ' |

Some products can have a very lolpsntroductory stage. Some prdladucts do not cross this
stage at all. We call them produc " Technological breakthroughs start an altogether new
product life cycle, e.g., transistors{photocopiers, radial tires, new antibiotics, ctc. Being new,
there are obvicus difficulties in assessing the markét reaction. There may not be any
precedence: to-fall back upon. Perhaps, the product has not fulfiiled the expectations of the
buvers. 5ixe consumers have no experience with the product, the"y cannot vouch foi ity
benefits. - : . : . ' '

Consumers would like to know more about the oroduct. Even marlketcrs do not know how
best to markei the products. Ins this introductory $tage, a market cvolves on the basis of the rate
of diffision and adoption of the new products. An individual product in a line is termed as a
product item, Thus, there are many product items in a product line and a number of product
lines in the product-mix. S _ |

Product W.idth-' and Depth : The width of the product-mix of al firm is determined by
different product lines offered by a firm. It is a measure of diversification of the activities of .

- the firm: The depth of a product line depends upon the number of product items offered in the

lme It reflects the firm's segmentation approach and marketing orientation. .
|

Product Consistency: The considerations in developing a marketing strategy are wide and

varied. The overall ques.'tion is the consistency of a.product line (l#ngth width and depth).
Consistency refers to how closely related the product lines are in thelr end use, production

~ requirements and distribution channels. Product lines are .more copsmtent if.they go by a

particular distribution channel. But it has to look into different production requ;rf,ments for the
two, and, therefore prowde dlfferenf physica! spaces, technolog\ machisies ond personned for
thelr produatlon o : o




The product-mix refers to all the products offered .by a firm. Product-mix should be '

- differentiated from the product line, which refers to the group of products whichi are classified
together for reasons of similarities on any one of the several criteria such as customer needs,
ma:keb served, channels used, or technology used in production.

For example, BPL'is managed with different product lines-Refrigeration systems (Classic,
Frost-free, Large-sized), Cleaning systems (Vacuum tleaner, Washing machine), TV system,
Audio and Video systems (Sterec, Deck and VCRs) and Intercom systems. One may also refer
10 Usha line of fans and Lakme line of cosmetics. The product-mix greatly affects the
positioning of the product (in reality to competitors, in relation to product class or attributes,
price and quality, target market), and expansaon plans (including ]1r1e extension to related or
unrelated product)

Expaasion of Product-Mix: Expanding the line may be a valid decision if it is in an area in
which consumers traditionally enjoy a wide variety of brands to choose from and are
accustomed io switching from onc to another; or if the competitors.lack a comparable product
or i competitors have already expanded into this area themselves. However, the main
limitation in expansion is the availability of sufficient finance, time and equipment.

Increasmg the number of fines and/or the depth within a line may do expansion in the

present product -mix. Such new line may be related or unrelated to the present products.

has already been invested; and as far as possible, pro are allowed to linger on for long
until they incur a marginal loss. When contraction is\d@cided upon, various alternatives are

available to the marketers. The product may be 1dated with several others in the line so
that fewer styles, sizes or added benefits are o% Or, the position can be simplified W|thm a

line. Even then if a product fails, the company ¥y stop it altogether

Contracting or Dropping the Product: Thisis rather mgre difficult, because a lot of money
gzs}

Evaluating the Produet Life-Cycle Concept

As’ ntentioned earlier, the product life cycle is an interesting and usefttl concept for
marketers; but although it provides a good framework for product planning, it has not proved
useful in forecasting. In using the product iife-cycle concept, these key points should be kept in -

“mind, they are:

i, Ihe stages of the life cycle, the time span of the entire life cyc]e -and the shape of the '

cycle (such as flat, erratic, or sharply inclined) vary in each product.

2. External factors such as the economy, the rate of inflation, and consumer life-styles
may have a major impact on the performance of a product and shorten or lengthen its
life cycle.

3. A company may not only be able to manage the product life cycle, it may also be able
to extend it or reverse a decline. Effective marketing may attract a new market
segment, find a new use for the product, or generate increased dealer support.

4. Some companies may engage in a self-fulfilling prophecy, whereby they predict that
sales will decline and then ensure that this will occur by reducing or removing
marketing support. With adequate support, these products might not fail io produce
de31rab]e outputs.
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- Marketing Planning for Product Life Cycle

. also a part of marketing system. Q“‘ : |

Marketing planning is important. But plarning is not our end. M'lrketing planning is only a
means. It should not tend to become an end in itself. Planning is a. means 1o a much more
important end — the delivery of consumer satisfactions at an adequate réturn of income to'the
marketer. Please note that marketing plans, policies, programmes and procedures are not the
purpose of marketing. In reality, performance is critical. Achievementt of objectives is the
uitimate goal, a plan which fails 10 achieve the goals is not a ﬁenume marketing. plan.
Productivity and profitability without sacrificing social respon51b1||t||es are main ends in
marketing planning. | :
C : :
Marketing plan is a sysiem and ils parts or componcnts are subsystems. There are four
components or subsystems ol marketing plan or marketing-mix. l
|
1. The product management system to manage products from lhtroductlon to market

withdrawal.
|

2.. Channel and physical distribution system to manage distribution channels and the flow

of goods to the market. ) |
|

3. Prnmotlon system to coordinate all means of promotion tg stlmu ate demand

4, Price Systcm -designing prices for a line of products sold io cuitomers under dlfferent
selling conditions. '

Marketing management centers on thes@ur areas of marketing I'PIX or plan. Marketmg
information system provides data for dec -making in all marketmg areas or problems. It is

: : | .
_ _ e

The sysiems model (p]a&puts-proceSSing-outputs-fecdback—environmcn_t) placed
emphasis on the inputs of resources as per plan, discharge of gloutputs and marketing
information flow. It enables the determination of goals as well as development of strategles

|
sad programries i Ac'ne\ ‘hose 80 Is hro:-. h feedback contrel mechanism,

Marketing process brings tbgether producers and consumers the t'lwo main participanis in
exchange. Each producer-or seller has certain goals and capabilities in making and marketing
his products. He uses marketing rescarch as a tool to anticipate market demand. Then he
provides a marketing mix (product, services, promotion, advertising, pricing, distribution, ctc.)
in order to capitalise marketing opportunity. An exchange ot a trans#ctlon takes place when
market offering is acceptable to the ¢ =tomer who iy prepared to glve something of value

~{money) in return against the pmduct so bought. . |

|

Marketing planning process usually begins with a review of cuarrent market situation
through situation analysis. In this review we find out where we are ndw. The next step 1. ke
planning process is the formulation of corporate objectives, which W|]I|md1cate where we want
to go. Finally, we have to devise our strategies and action programmeq {marketing-mix} which
will point out how we go there, Thus, an organisation through plflnnmg process secures

answers 10 threé questions, viz., where are we now? Where do we want to go? How do we get

there? |

iy Marketing opportum(v analys:s providing cmalym dnd agsessmen. of markeui ¢
opportunity. : |



ii) Marketing objectives to match the’ marketmg opportumtles in a competitive
_ markelmg '

1) Marketing strategy providin g market segmentation,‘ and market share.
iv)  Marketing mix involving product, price, promotion and distribution s_tralegi'es.

v} . Controlling the marketing plan to achieve accomplishment of marketing cbjective.

Modern marketing ptans and policies are based on two fundamentals: (1) The core
marketing job as mentioned above, and (2) The profit concept, rather than the volume concept.
Customer satisfaction afone assures profitability in the long run.

Promaotion is an important part «f the marketing-mix of a business enterprise. It is the
spark plug of the marketing-mix. Promotion is a process of communication involving
information, persuasion, and influence. It includes all types of personal or impersonal
communication with customers as well as middlemen in distribution. The purpose of
promotior is to inform, persuade and influence the prospective customers. Personal selling,
advertising, publicity and sales promotion are widely used to inform the people about the
availability of products and create among them the desire to buy the products. :

Promotion is communication-from sellers to buyers in the market in as much as it tries o
instil] into consumer's minds images (through advertising, personal selling, sales promotion
- and publicity) that make them buy the product. Thus, the promotion message (i.€., information,
advice or request by the sender i.c., marketer) to the receiver (i.e., consumer) must accomplish

desived tasks to be effective. _ \>
O
QS"

How market plan is useful in product life cycle?fscuss.

Activity -1V

..................................................................................................................

12.5 SUMMARY

The lifetime sale of many branded products reveals a typical pattern of devclopment

known as Product Life Cycle. PLC is a series of successive stages, a product class or product’

goes through from the time it is put in the market till it is withdrawn from the market. We
employ different marketing strategies for different stages of the product life cycle.

‘Marketing has been viewed as an ongoing or dynamic process involving a set of
" interacting activities dealing with a market offering by producers to consumers on the basis of
reliable marketing anticipation (sales or demand forecasts). Marketing is a matching process

by which a producer provides a marketing mix {product, price, promotion and physical |

distribution) that meets consumer dernand of a target market within the hmlts of society, The
process is based on corporate goals and corporate capabilities.
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' 12.6 SELF ASSESSMENT QUESTIONS |

.I. Short Answer Questions
| 1. Def'ne product life cycle? . | _ ] o
2, W‘nat are the stages in product llfe cycle'? ' ' '

3. Whatis product tife c;cle_span? _ ' '

Il Long Answer Quwtlons _
1. What are the strategies suitable for the different stages in product life cycle?

What is meant by PLC? Explain its stages with examples. : |

What are the marketing implicatiqns in each stage of product l{fe cyc_lc? :

Discuss the importance of 'ma_rk_eling planning in preduct life cicle? .

R

Describe the important aspects in evaluating the concept of P.L1'C‘?
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12.8 KEY WORDS T |

Product Life Cycle - _' : TIsan artempt to recognlze distinct stages in product’s
' " life. ' '
. ) . |
Rapid Skimming :  The Rapid Skimming S‘trategly of high price and high

promotion effectively works :only when the customer
awareness for the product is not very high, and among
these who are aware, w:llmgness to pay any pnce to
possess or buy is high. |
. | _ :
Slow Skimming . "t - Slow sklmmmg strategy is based on the assumption
' ‘ that the firm has sufﬁc1ent|tlme to recover its pre
launch expenses. L




"UNIT - 13 : BRANDING AND PACKAGING
. Ain'is and Objectives |
After studying this Unit, you should be ablle..toz

. explain the meaning and characteristics of brand;
e explain the branding decisions;
e discuss meaning and types of package;
o describe the decisions involved in packaging; and :

¢ exptlain the functions of packaging.
Structure

13.0  Introduction

13.1  Meaning of Brand

132 Characteristics of Brand
13.3  Branding Decisions
13.4  Definition of Packaging

13.5  Different Types of Packages <§>
13.6  Functions of Packaging . Q:\?‘
137 - Summary %)

13.8  Self Assessment Questibns
13.9  Turther Readings
13.10 Key Words

13.0 INTRODUCTION

A product may be defined as a bundle of utilities coné-istihg of various product features
and accompanying services. The seller provides the bundle of utilities or the physical and
psychological satisfactions that the buyer receives when he sells a particular product.

The customer does not buy merely the physical and chemical attributes of a product. He is
really buying want satisfaction. He will buy a product, which can offer him expected satis-
faction. In other words, what a buyer buys is a mixture of expected physical and psychological

satisfactions. Therefore, the term ‘product’ does not mean only the physical product but the

total product including brand, package, label, status of manufacturer and distributor and
services offered to the customer, in addition to the physical product. Brands communicate
three things, a distinct identity, a set of associations and image beyond the mere functional
qualitics or performance of the product. Any purchase decision posses a risk to the buyer.
Brands reduce this perceived risk.

Branding started during the middle ages, when craft and mercharid suiids ponquired *hat
each producer mark goods so that output could be restricted and inferici poods traved o the
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| — . ]

- |
|
producer. The marks also served as standards for quality because items were sold outside the
local markets in which the guilds operated. The earliest and most aggreéswe promoters of
brands in the United States were patent medicine manufacturers. [

S : : |
A brand does not merely satisfy a need of the consumer. It is no use td force a brand on a

consumer. A consumer as such has aims, ambitions, motivations, drives and desires. A brand

should be a means to empower the consumer — he should feel more powerful when he uses -

the brand. o :
: | _

The emotional payoff of the brand should lead to enhancement of positive self-image.
Self-image can be improved when a consumer’s intrinsic or extrinsic worth.is enhanced.
Intsinsic worth denotes a better feeling about oneself. Extrinsic worth means a better feeling of
the consumer in the eyes of the world around him. Brand payoff should erlsure that emotlonal

pavolfis exclusive and re]evanl It takes a brand to its destination. - |
|
|

13.1 MEANING OF BRAND . g

A brand is defined as “a name, term, sign, symbol or speciat design o;r some combination

.0l Lhese elements that is intended to identify the goods or services of one seller or a group of

sellers. A brand differentiates these products from those of competitors”

An i}npOrtant part of product planning is branding, the procedurg a firm follows in.

researching, developing, and implementing its brand(s). As already noted, a brand is a name,

‘term, design, or symbol (or combination of illes#) that identifies the products of a seller or

group of sellers. By establishing we]l-k.r%‘ rands, companies =t asbially able o cbtain
acceptance, extensive distribution, and@‘ r prices. - ' - :
|

o A brand name is a word, letter {number), group of words, or letters (numbers) that
can be spoken. : |

There are four types of brand desiériation:

s A hrand mark is a symbol, deSJgn or distinctive colormg or lettermg that cannot be

apoken, _ - |

e A trademark is a brand name, brand mark, or trade character or| co'mbination therecf
that Is gwen legal protection. When it is used, a regtstered tradémark is >'lowed by

®. . | |

s A trade character is a brand mark that is personified.

Brand names, brand marks, and trade characters are marketing designations that do not’

offer legal protection against use by competitors. unless :igy ars reg'i'stered as trademark:
(which ail of the preceding examples have been). trademarks ensure exclusivity for trademark
owners or those securing their permission and provide legal remedies against firms using
"confusingly similar” names, designs, or symbols. . I
|

Manufacturers and sellers know that branded products can be %olfl more easﬂy and at
higher prices than competitive unbranded products. Therefore, branding is invariably used as a
method of modern mass selling. The primz ry object of branding is to introduce * product
;1Hc.remmnon in the market, that is, to smgle out a product from its rivdls.’




,.__Foilowmg factors have made the nced of brandmg telt efft ectwely
“a) The growth of compentlon

b) The increasing importance of advertising, | | | o
c) Slgmﬁcance of packing as an important function . of marketing.

d) The growing habit among consumers to buy goods of pal ticular brands.
Aims of Branding
“There are three aims of branding;

i) Manufacturers or seilers want to gam . cognition for their products:
1) They want to creaté preference for their preducts 'n the minds of users and consumars.

iit} They want to fix such an image about their product in the 1aind of user or consumer
that a belicf is created that no other product can be a substitute to th's product in satis-
fying his needs.:

u

Registration for Brand

Brand names and trademarks are registered with the goven, -t in order to preveni ' er
manufactarers or :ellers from using them. A brand to be an effective veapon in the hands of B
manufacturer or seller .1 .he creation ¢ f consumers' prelere 1CE Or “prnducl differentiation™
must possess the followmg essentiz:l qualities.

O

Firstly, it should be simple, shor: and easy to n% iSe.

Secondly, it sfhould be easy to ccognise and .&Il

“hirdly, it should be distinctive and attractive to the eyes and 1 1sing fo ei: .
Fourthly, it should not _bé based on prevailing styles and fashs "

Fifthly, it should bc\ easy and econon.ical to reproduce..

Sixthly, it should be effectively illustrati ve,

Finally, its owner should be able to protect the brend or trademark - the law court.

Branding i+ an essential part of marketing a sub-function. particularl, in case of
manufactured goods. fivnuitctui~d goods are standardised 1n the proce s of prodh ~tiw . Thus

‘they are of uniform quality. size, .tc and do nut require grading. But every . faoer s
~ seller feels the need of identifying 1= goods with some Jefine symbol niurk or s,

hi: goods catch the attention of the ensaimers. Also, a I‘Hdl]l.l[.lm]r"l‘ oL dera.

extablish certain definite image in the tnind of the public about the quality, dutihiln ape

fashion ana e ¢: oisprodiet He does this & asing o 0 ot or andemark 5 vaomia iy

product. Consequently -ales «f *his biaad exceed tn : ~Fthe uag dPng s e WG

not created such distinct image. “tus. brands v ide the bas. r setimg et
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Activity - 1 ) S ‘
Define the term “brand’.

rice, papad, salt. The company enhancest

13.2 CHARACTERISTICS OF BRAND ]

"A brand is a complex symbol. It is not Just a name. Branding, therefore, involves

developing deeper meanings for the brand, The lesser the dimensions a ﬂrand possesses, the

shaltower it is. The more the dimensions, the deeper it is. A brand cannot be | just a bundie of
physical attributes. Attributes are very easy to copy. Besides, atiributes valued today may not
be valued tomorrow. Even benefit-oriented-brands are not on firm groynds. Maruti's fuel
economy can be attained by other brands. May be, the benefit valued today may not be valued
tomorrow: A brand becomes enduring by its values, culture and personality. These constitute -

- the essence of the brand. Mercedes stands for prestige, success-and high technology. Actually,

this should become the building blocks of its brand strategy. _ ‘

Historically, most products were unbranded. Producers Sold goods‘or commodities to
fulfil.our core or basic needs like taste, hunger or energy. These products did not have any
identification mark on them. The first step towards branding a commodity s to package 1t, e.g.,

!‘@&e of the commodity. tunctibnally

Brandln;: started formally whe %men put trademarks on their Lroducts to protecf '

© them against inferior quality. @ s started signing their art works. Pharmaceutical
T

companies were the first to put brind names on their products.” Today hardly anything is
unbranded. Products from unorganised markets like vegetables, salt, fruits etc. are unbranded.
But now we have branded salts and aita too. In spite of a brand movement, [products have been

‘demanded in generic, unbranded form in pharmaceutical and staple consumer goods sector.

A good brand name should possess as many of the following characteristics as possible:

i) Tt should be distinctive: The market is filled with over-worked naimc‘; and overused.
symbols. A unique and distinctive symbol is not only easy to rerqember but also a
distinguishing feature. "North star" shoes have a distinct name.

ii) It should be suggestive: A well-chosen name or symbol should be suggestive of quality, or
may be associated with superiority or a great personality. The name VIP Classic ior fravel
wares is suggestive of a superior qudhty for a distinct class of peoplc Prordlse is suggestive of

- an assurance of Iooth health. : : ‘

iii) It should be appropriate: Many products are surrounded by a certain mysttque in the

minds of the consumers. Carefree is an appropriate brand name of a sanitary towel.

iv) It should be easy to remember: Tt should be easy to read, pronounce arrld spc]l Tldc Surf,
;old Spot are cxamp ¢s of such brand names.




v} It shouid be adaptable to aew products: Videocon is a good brand name for TVs and
~ VCRs but when it 1s extended to refrigerators and washing machines, some of the sales appeal
- 18 lost. Hotline was a good name for gas stoves, but is definitely not a suitable name for TVs,

vi) It should be registerable under the Indian laws of Trade Marks and Copyrights:
Mostiy a comgpany devs lopa several names for a product and makes a cheice later after debate
and d]vaSS]On

A company has four choices in respect of its brand strategy

iy Line extensions: Extend the existing brand n;inié in the existing product category.

iiy Brand extensions: Extend the brand name to new prodﬂct category.

iii) Mauitiple brands: Héve new brand names in the same ﬁroduct category.

iv) New brands: Invent a new brand name for a new product category.

Most of the new products in the day-to-day use and grocery products arc line extens_ic;ns. A
few are brand extensions. A few new brand names appear in both multiple brand strategy and

new brand strategy.

Line Extensions

Here the company introduces add:tional items in thé\same product category, keeping the
same brand name. Ti:e add:iimal items may be of 2 @"- tnt size. There may be a new form
say ]_Iqmd 10y Soay. The additional itern c&ip

e of different colour, say, a litac s0ap
wh]te soap. The package may beleh erent, say a sachet of a shampco. Some
add tic: '1al flavours can be introduced. ' '

:IJ

. Line extension, though very popular, is not without its drawbacks, The specific meaning
of v n-and might be lost by heavy extensions. Even additional sales may be at the cost of other
. items in the line. Line cxtensions work only if the sales are taken away from the competitors.
Mostly, they eat up the sales of our own brands.

. Brand Extensions

An existing brand name is extended to a product being launched in a new product
category. Honda is a brand in the field of motorbikes. The same brand name is given to
products in the field of lawnmowers, and marine engines. Brand extension works well for
rubbing off the success of cstablished brand names to new products. The new product,
therefore, finds easy acceptance. However, if the new product is not satisfactory in
performance, it might affect the reputation of the company's other products. Most of the times,
brand name may not be appropriate for the new product category. While extending a brand, it
" is advisable to see how the associations of the parent LJl*and are conmstent with the extended
brand. :

Multiple.Brands _

- strategy is employed to saturate the market. Additional brands are introduced to cater
to diftercne segments. A competitor's 'fighting brands' are so priced that they beat those of the
compaiitcr. This way the main brand is protected, and its price is not cut. Multiple brand

strategy w1y not allow the c:ompany's resources to be focused. They may get dissipated over a
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Jarge number of trands. Besides, if each brand has a small market s, the -_O\g;;égfall -
profitability may get atfecicd. Our brands should affect the compctitor‘s', brands, and not-i-:
other brands of our own. Sometime:, a 2 compary gets a legacy of new brands in the process of
acquisition. : - . _ |
New Brands _- ' : ' I 2 T
To make brand names more appropriate, a company puts a new brand name when it’ enlers
a 2w product category. A new brand again has to be built up, and this i iis quite expensive. It
should b~ -onsidered whether the sales and profits estimated from the new brand justify it.
Informatinn t=chnology, telecom, sateilite communication and faster ra¢=ns of transportation
have made the world really a small place The tariff barriers are fal]ilng, and the world is

_ becoming one big market. The days of globalizavion have arrived. This has given birth to

global brands. A glo~al brand has wo 7 videé recognition. Coke, Pepsi, Gillette, Bally
footwear, Revlon cosmetics ar - soms examples. Th .. = brands evoke snfmhar perceptions acioss

the globe, ¢.g.; Pepsi is the choice-of the young generation all over the world.

. : _ | _
There are only a handfui of global brands. Their pro;notional strategy remains universa:
as they represent universal values. India still has no global brands as sucurh. Developing global

_brands is a diflerent ball game. 1t calls t.. product deve:oprent that conceptualizes » product
_for the needs of the global consumer, and manufactures it to the highest level of quality and
aesthetics. It is a question of adaptation. It is no use to be just like any other brand abroad. To-

displace an existing foreign brand abroad, guxbrand must be superior. There should also be
cost-control over the whole developiment ;{?5 dure to :aintain cost-comipetitiveness. '
' |
New brands should be distribu‘%yr;ugh our owr warehouses or |cnmmfssion agents or
by appointing a distributor The% nel chosen can be an :up-market deparimental store,
specialist =iore or discount store. Thi distribution choices are producl snecific and market-
specific. :

Seme companies have just one ¢r two brand names, whereas some others have brand
names in hundreds. A right number of brand names is a result of a tradel-off between the value
a brand name creates and cost of maintaining 1. We s..culd consider whethar the brand is-
suﬂic:ent]y different to get a new name and whether the new name will add any value. While
extending the b :d we should consider whether the core values are getting dilutad or not. We
should also consider what mark\,tlng, support a new brand can. be given. |

" Number of Brand:

Aetnvnty-ll : : T o

i) Explain the characteristic_é of a brand, B - |




13.3 BRANDING DECISIONS

[n any product strategy, a crucial decision is about branding. Branding a product means a

long-term investment in building that brand by spending on promotion, advertising and

packaging. There are manufacturers who manufacture a product but leave the branding
decision to the marketers to whom they hand over the product. However, the fact remains that
brand name gives power to the firm. Brand name marketers with no manufacturing basc are
still at an advantage. They can anytime change the manufacturer. Brands ultiinately command
customer Joyalty.

Essentially, a brand is a promise of the seller to deliver a specific set of benefits or tributes
or services to the buyer. Each brand represents a level of quality. Irrespective of the fact from

which the brand is purchased, this level of quality can be expected of the brand. A brand is

much more complex. Apart from attributes and beneﬁts, it also reflects the following.

» Values: The values, which govern a producer, are reﬂected by the brand, thus Tata
stands ior quality, fair price and’ 50 on.

» Ciulture: A brand represents a certain culture, e.g., Coke is an icon of American
culture, while Shilpa Bindis are typically Indian.

e Personality: A brand projects a personality. Had the brand been an animal or an
object or a person, what would come to our Mpd? Videocon suggests a lion, MRF
suggests a2 muscle man and Rin suggests a [feh¥g flash. Sometimes a brand may take
on the personality of an actual person, e. arlie Chaplin and Cherry Blossom.

s User: The brand suggests its own ta@dience. We know what a Garden Woman is.
We know that Sunny is for teenagefs. We expect a Mercedes to be driven by an
executive or a top-class businessman. These users correspond 1o the values, culture
and personality of the brand. Because of the imagery associated with the brands, they
actually have the power to enhance or limit a consumer’s perceived image or self-
image.

When commodities are branded, they have to counter the retailer resistance, who get
greater pricing freedom when they are unbranded. Along with this, there is consumer
resistance. A housewife loves to select food grains, clean them, and get them ground into
flour. However, if we are successful in lessening the consumer resistance, there arises a
demand. The pull effect compels the retailer to stock the brand and his resistance also comes
down. Consumers want a good value for money from a branded commaodity.

While branding the products, an attempt is made to go beyond mere functionality. Brand

© equity is to be built up by advertising appropriately to reduc= the initial consumer resistance.

The fow involvement product can be made high-involvement product by celtain situations e.g.,
Cease Fire demonstrated how a family’s bliss.can be shattered by a sudden fire.

Branding makes price comparisons difficult. Good brands help build a corporale image.
Branding gives added prestige to the marketer. Branding also gives legal protection to the
seller. Brand loyaliv protect: a firm against competition. Branding enabies seller to scgment
the market. The distributors prefer branding as an identification tool for vendors, as a
convenient tool to handle the products, and as a guarantee. of certain production standard.
These are some of the factors which encourage sellers to brand their products though branding
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is a costly proposition, involving the costs of packaging, labeling, adJTfertising and ]egal
protections. - : o |

: _ |
Brand Strategy L ; . '

: : : | | |

~ lo develop m'eaning'ful brand strategy, our brands should be trgate'd as a system. We
should examine the role of each brand and should avoid inconsistencies. Bll“a‘nds should fit into
brand identity profile. Sub-brands should be considered to modify or changg the brand identity.
We should dwell upon how sub-branding a feature or.component or service programme would -
support the basic brand. We should select strategic brands, and decide on the right number of

brands. oo . S
|

r

A Note on Brand Names _ _ _ :
|

The company has to choose its brand namé--stra%e_‘gy. Each product can have a separate '
brand name, or one family name can be extended to all ;he products. |
: _ _ | . | |
1. Generic Brand . I

A brand that becomes generic becomes a product category, and fo longer remains a
brand. Frigidaire is GE's brand. But now we call any refrigerator a 'fridge.’ So it has become
generic, Other well-positioned brands have overtaken Frigidaire, and it isl no longer a market-
leader. Dalda Vanaspati has become generic. I is now again trying to lose ifs generic label.
Though consumer asks a product by the genefic hame, he ends up buying a brand that offers

shelf,

attractive benefits. The generic brand sits % |

: _ S
2. Family Brand _ @2 _ o !
. : |
a) it is cost effective in as much as it reduces product launch costs and also the
. promotional expenses incurred on a continuing basis. The su{:cerﬁs of one brand when
well promoted gives a push to the entire product line. Managerpent of trade channel
also is easier. {n tyre marketing this approach is highly successful..
- b) For products of uneven quality, this approach s a dicey proposition. Even in markets

showing variations in consumer profiles, this approach is not uscful.

¢) [Each preduct is denied a special identity, which can go a long WEP/ to make it click.

3. I'r_l'dividuai'Brand. _ | ' |
a} Individual brand invokes associations and imageries. These psyghological factors
influence the buying decision. - _ |

b) Even if the product fails, the effects are restricted to that prodqcf only. They are not
transferred to the whole product line. '

¢) Costlier strategy. - o X l

d}. No benefit to the brand of the orgahisatiori's reputation. o
: . . [

Despite the branding, consumers may treat a certain product as a corimodity, €.8., cement,
since the price is the same for all'tha brands and ail of them have established the same identity.
' To begin with, just a little value addition fike packaging makes 4 commodity a brand but when
L - all competitors do the saine thing, there is the danger of the brand agair{ switching back to its

4936 o o | S .
|




LT

16

- commodity status. Many consumers prefer lower priced generics, which are Sufﬁcicntly

satisfying. Generic products are a challenge to high-priced brands and weaker brands. Some
companies cut their prices 1o compete with generics Tt is desirable, however to fight them on
the basis of quality — offering greater quality. than generics at competitive price.

As we have already observed, branding makes it easier for consumers to identify products
and services. Brands ensure a comparable quality -when products are purchased. Brands
simplify a consumer's shopping. Choosing a commeodity is far more compiex than choosing a
brand. Commodity selection is based on rational lefi-brain logic. Brands-have emotive
associations. They can be chosen on a more holistic basis involving parallel left and right brain
processing, The firms find that brands can be advertised. The firms also get the advantage of
recognition when brands are on the shelves of the retailers. There is no confusion between
branded products amongst cossumers.

- Advaniages of branding - Trade Mark: The practice of seiling goods under a-brand name

or trademark brings advantages to manufacturers, wholesalers, ret:::: i= and consumers alike.
More important of these advantages are discussed here.

a) Advantages to Manufacturers -

1. Easy for advertising. Distribution of the product in a WIder market with the help of
effective advertising is made possible.

. 2. Individuality. The individuality of a pro.duct i3 established. This helpc; the
manufacturer to distinguish his product  from @ of his competitors Thus a fixed
demand and preference for the branded pr@'&m created.

34 dvertising costs are reduced. Once th
forced to keep the product in their stock because of its popularity.

4. Prejemhf by mrda’femen Whotesalers and retallers have preterence for  branded
pro s e ey gan be sold easily.

5. Reduces distribution costs. After some tu. ., i o5 prsibis #he the massieturs 1o
dispense with the scrvices of the wholesaler. In such a case manufaclurcr reduce:». the
expenses in distribution of goods.

6. Manufacturer can directly control the price of his product because in the case of the

branded product, manufacturer fixes the se!lmg price.

7. Branded products are often handied on smaller margins. Therefore, manufacturer is
required to pay lower rate of commission to wholesalers (or retailers). '

8. Makes manigfacmre' independent. Manutacturer- has not to depend upon the
wholesalers and retailers for the creation of demand for his product. Branding aids the
manufacturer to maintain contacl with the consumers. '

9. Branding insures st:adier dem,mc Which leads to economics nf planncd and
continuous production.

" b) Advantages to Wholesalers and Retailers

1. No efforts for promormg safe are necessary. Consumers often know and accept many
branded products. Therefore, consumers themselves come 1o the retailer for the
purchase of such products. S

d bas been made popular retarlerb are
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¢) Advantages to Consumers

Less risk is invoived in the case of a branded product of a manufacturer for the retailer. -
. | s : £
Requires less time. In the case of products with manufacturer's' brands less time  is

" required to sell them. “This may help in the turnover of sales in rétail shops.

: : I : :
Retailer is assured of 4 more or less stabilised demand for the brahded products, which

have been brought to the notice of the CONSUMers, : I

Branding aids in the standardisation of quality and saves the retailer much trouble in
choosing and buying his stock. : '

' |
It helps in  advertising and display programine. Brand name or brand mark glves a
scller a short, quick method of" atlractmg the consumer’s attcntldn and creating an
impression which will “motivate him into buying action.” I _

A product sold on sclf-service basis has to rely heavily on brand appeal so that it can

be 1mmed;atcly récognised and selected by the customer |out of the roass of

products displayed on shelves and counters. _ I

It helps in increasing control and share of market. By putting his own brand on the
product a manufacturer or a middleman  can be sure of some control over the
market. Branding also helps the owner of the brand to encourage “repeat sales” and
to protect him against “product substitution.” Unless the prdduct can be identified
by a brand, a wholesaler carinot be sure that a retailer w1ll not substltute a product of

" another make, N . . |

s stabilise prices. A brand differentiates a -
product and enables the brand-o "to establish a price for his product which cannot
be easily compared with f competing goods. Also, branding reduces price-
fluctuations. Prices of we own brands tend to fluctuate less than those of non--

branded products or of unknown brands. . |
. : o

it reduces price comparisons an

It facilitates introduction of a new item. A firm sending one or more lines of branded

products can add a new item to its line of products much more casﬂy than * a firm
_ [

‘;cllmg unbrandcd goods

Consumers cannot be charged higher prices. Prices of branded products are fixed by
the man:ifa - rers, and they are well advertised. Thus the consumers know what the

. price is. Therefore, it is not possible for the retaﬂers to charge higher prices of

branded products : N :
) | : %

Consumers are assured of good quality: Manufacturers have to maintain the quallty :
Of branded products, their reputation is to be retained, and product of inferior quality

ot be sold Therefore, supply: of quality product is ensured 1o consumers.

Quality goods are easily avazfable Retailers have to kéep rcady in stock goods of all

popular brands. Therefore consumers can get such goods easily whenever they want.
: Lt |
Quality of branded goods is protected. Branded goods are usually sold 11 scaled-

packages. Thus, they are protected from the effect of heat, moisture and dust.
Adulteration by middlemen is also made impossible in the casé of branded goods.




5. Stability in price. Generally the rétaii price of branded products is maintained
steady because manufacturers do not find it advisable to change the prices as
fréquently as those of unbranded prodi‘ct:. ' - '

Functiona! products and commodities take less to branding than inspirational products.
Manufactured products are branded easily, whereas it is not so for agricultural products. Of
course, a commodity can evolve into a brand in stages. Branding evolves through stages — a
commaodity, a functional brand, a high value added brand and a premium product. '

 Aetivity - 11

i} Explainthe brand name.

..................................................................................................................

13.4 DEFINITION OF PACKAGING )

- A package is'a container used to protect, pro ?{?anspor't, and/or identify a product. It -
may consist of a product's physical containefy outer label, and/or inserts. Packaging
performs the self-promotional function in addition to protecting the product By incorporating
creativity in its design, a package can add the 'pick-me-up' appeal to the product. It afso helps
to communicate th:- ~roduct features, applications, and benefits more positively.

Packaging has one most widely accepted definition. It is an art, sciencé and technology of

_preparing goods for transport and sale. Packaging has two dimensions - the technical

dimension which is related to packaging materials, pack design and the behavioural dimension,

* which is related to the art of product, design which 13 so closely linked to consumer motivation
---a‘_nd blying behaviour. ., ' ' '

Packaging as an industry has two seciors. those who make packaging material and those
who convert these materials into packeges. In addition, there are printers and marketing
research agencies to do packaging research. New packaging materials are fast replacing the
traditional ones. Packaging materials include metal, plastics, wood, paper’ glass, laminates and
poly -ter. There is a wide variety of package formations. However, the master-cart s in
which unit packages are kept are standardised to facilitate handling and transportation.

A label indicates the product’s brand name, the company logo, ingredients, promotional
messages. inventory control codes, and/or instructions for use. Inserts arc

i} Detailed instructions and safety information that are carried in drug, toy, and other
packages or _ ' '
ii} Coupons, prizes, or recipe booklets.
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© strategy; a package may even be an integral part of the product itself,

* the following cssential quahtles _

Prior to the advent of the modern supermarket and depai’tmcnt| store, manufacturers

o shipped merchandise in bulk containers, such as cracker barrels, sugar ; saoks and butter tubs.

Retail merchants repackaged the contents into smalier, more.convenient units to mect custormer
needs. With the growth of mass merchants and self-service, manufacturkrs came to realize the
value of packaging as a marketing tool. Today it is a vital part of a firm's product-deveiopment

| :

The complete package redesign of a major product might cost several million dollars for
machinery and production. Packaging decisions must serve the needs ofboth channel members
and final consumers. Plans are often made in conjunction with productibn, logistics, and legal
personnel. Errors in packaging can be quite costly. Package redesign fréquently occurs when a

‘company's current packaging becomes too expensive or receives a poor respense from channel

members and customers; the company seeks a new market segment, reformulates a product, or

-changes product positioning; or new teohno!ogy becomes available. |

A package must facilitate product usage. Muliiple packaging and larger sizes encourage
greater product usage. Product dispensement may be eased ihrough| a no-drip spout self-
applicator, flip-top, squeeze tube, boil bag, oven-ready container, or other package design.
Finally, some firms offer packages that are reusable once a product is deleted (such as a soft-
soap dispenser). . : o 1

_ ' |
The need for packing and packaging

1. Protection from damage: Goodggﬁ&kely to get damaged in t]ransn or whlle in store.
Therefore, they must be kept irg.%‘ bie containers. : :

2. Prevention of evaporati oduc‘s like gas, spirits etc. ark volatile in nature. I
they are not kept properly pdcked they will evaporate. = | i

3. Protectlon against spoilage: Products like suga:, tea, elc. are |]1kely to get spoiled in
transit or in store if they are not protected against dust and other articles. ~ Also sugar,
honey and such other products attract flies, ants, etc. Hence the}/ must be kepl properly
and tightly packed i in sealable containers.

4. Protection against pllferage To protect goods from gettlﬂg stolen also packmg
© becomes essential.

5., Protection against leakage: To prevent liguid articles like (I“I flow away -while in
storage or in transit, these must be kept in barrels or conlamem]

~ 6. Protection of the quality of goods: Packing is also necessary to prevent deterioration
in the quality” of goods because of the effect of light, air or other atmospheric effects.
7. Convenience of consamers: Goods are packaged in convonien'F sizes and uﬁits, which.
are easy to handle by the consumers.
|
|

To perform its function offectn.mnr in the piocess of rnarketmg ;iackagmg Must possSess

Regquisites of (Jood Packaging .

" 1) Attractiveness, it) Proteotivo strength, ili) Consumer’s convenience, and iv) Ecenomy.




] Attmctiveness

The package must be attractive cnough to tempt the onlooker to try it. Gcnerally, colours
are used to make the packages ‘ook aitructive. But while using colour, certain caution is
necessary. Firstl«, colowr to be used should be pleasing to eye. Secondly, while using colours it
must be be <~ n mind that different colours are associated with different human feelings and
emotions. For example, white colour is 'th_e_symbol of purity and cleanliness, blue stands for
coolness, green symbolises freshness and red indicates warmth. Thirdly, different colours
should be used for packages.containing goods for customers from different age groups. Bright
cotours should be used for packaging articles meant for children but use ot such colours should
be avoided if the article is meant for grown- up persons.

Usually, a picture s used on the package to make it attractive. In such a case, care should
be taken to seé that the picture suggests the nature of the product. Pictures having no relation
with the product should be avoided. Printed matter on the package also adds to its
attractiveness. But, to be effective, such matter should be informative and should occupy
minimum of the space. Also it must have been printed clearly, attractively and in pmmlnent
letters. ;

il) Protective strepgth

Basically packaging is concernszd with the protection of goods. Therefore it should be
strong enough to protect the goods from breakage or leakage, spoilage, pilferage etc. In the
case of goods packaged in glass bottles or containers theWshould be further packed in good
cardboard packing, Goods subject t0 deterioration in W due to atmospheric effects should
be packed in glass containers or in tight-capped met&?& ' ' :

iif) Consumer's convenience @

Goods are packaged in the size, which suits the requirements of the consumers. Usuaily
consumers prefer to purchase their requiremenis in small quantities rather than in bulk.
Therefore, there is a tendency towards smaller packages. :

ivy Economy

Another essential requisite of good packing is that it must be as inexpensive as possible.
~ For this purpose, special efforts should be made to reduce the cost of packaging. Whenever
possible containers should be so designed that they may be useful for domestic and other
purposes even after the contents have been u:ed. For example, glass cans, baskets, wooden
boxes etc. have many uses.” Sometimes packages are so de31gned that they may be returned
. for refilling, for e: ample mlik bottles.

Activity - IV

: Define packaging. State the requisites for packaging?
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13.5 DIFFERENT TYPES OF PACKAGES

Packaging differs from goods to goods. It depends upon the nFture of the goods to be
packed. For liquid products container made of materials, which can prevent its dispersal, is
used. For solid product packing is nccessary and heipful in retaining the moisture, freshness
and such other characteristics of the product. For fragite articlci like bangles, wooden
containers are used 1o protect them from breakage.

The physiéal container may be _ : ‘ '

I. Cardboard

2. Meal

3. Plastic

" 4. Wooden bex

5. Cellophane

6.. Wax paper wrapper

7. Glass ' ,

8. Aluminum

9. -Plastic jar
 10. Can . | : _ _
11, Paper bag . \) _ ‘
12. Styrofoam _ g?\Q :

13. Tupperware ' Q‘"

14. Some.otﬁer material % '

15. Combination of these. |
Products frequently have more than one phy__sicél container. -

Different materials are used for the purpose of packaging. Tupperware is porous and
helps in retaining the freshness of the products Kept in it. Wooden| boxes ‘are used as he
outermost ' packing because they are strong enough to protect goods even if roughly - handied h
in the process of transportation. Cardboard. containers have becssmf popular and in many
cases have replaced wooden boxes, et larly in the case «+!"packing small articles. This is

. ] .
becioise (i ion L caine T L in ~“vintages over i ooder boxes. Firstly, cardboard
i chear, thoueh suffiel v chong et fragts goodls Secon v, it -can be
manutactured n varying thickness and different colours, = L.rdlv. © . ... e can be used or

marking and design or written material.

Straw baskets are used for packing ey tles and frujts, Cheapness is the advantage of
straw basket. But it is fragile and goods .~ 0] "1 them may be' damaged. Gunny “ags arc

popular for packing goods like grains, =ement sugar etc. They are strohg and can stand rough
handling through Tong distance involved i thes ransportation ol such [goods. But they suffes
from certain dise-vsiv, s, Fiictle the ol nnt have advertising value because no material ca
be printed upon them. Secondly. tney wil e o b oor pac © . lgr as thev cannot offe
protection against breakage. Thirdly, the . S e st pel g, e ta b

effect of unfavorable weather and moistare,




Paper bags are nopulas as package for products solld in form Paper bags are
commendable because they can be given very attractive appecarance and they have an
advertisement value as it zan be printed upon. But they suffer from certain limitations. Firstly,
" the freshness of ihe product cannot be preserved. Secondly, protection against damage is not
possible. Cellophane is a good substitute for paper as packing material. It protects the
contents from moisiure. It cannot be easily tomn. . It is transparent and light and looks
decent. But it suffers from one limitation. It cannot protect the product against the harmful
effects of light. :

Glass is another popular packing material. Its main advantages are that it is attractive; it
can be given any shape and colour and it offers protechon against the action of most of the
chemicals. ts demerit is that 't i< - .gile. Tin coniainers are used ¥ both liquid and solid
products. They are light. rigid and non-porous. But they are not proof against corrosive action
of acid. '

Plastic containers h~v ‘gained extreme degree of popularity because they are light in
weight and they +an be made atiractive by giving any shape or colour to them, They are rigid
and non-porous too. But, in case of plastic, cautlon io keep them awa} from fire is a]ways
necessary.

Advantages of Packing and Packaging

- Packing is very useful in the marketing of goods. Most of the products are packed for their

protection. Apart from this “protective packaging”, pag is also used as a “powertul selling
tool.” This is particularly so in the marketing of Copsumer's goods. Chief advantages of
packing and packaging are listed below: Q" '

1. It protects goods on its route from the Manufacturer to the consumer or industrial user
against breaking, spoilage. leakage or pilferage.

2. It facilitates branding and advertising of products.

3. It is useful m getting display in retail stores; which usually suffer from the shortage of
space because of every small window space.and non-avai.ability of counter space.

4, It helps the seller to increase  his sales and obtain higher p'ri'ces than he could for
similar goods handled in bulk. I

5. Tt protects the quality of the products.
6. It ensures the supply of goods of right quality in  desiv! quantity to consumers.

7. A compan; -vi:h several products gets the advantage of the goodwitl or one product to
push the sale of other products b using similar package with the “same colour
scheme and name.” ' :

8. Printed literature containing information about the method of using the product ~a:
" be easily passed on to the consumers by putting it in the package.

9, Packaging gives the prc.fict . presuge, an mdividua]ity.which is not possessed by
goods sold in the loose form by-retailers. It helps to identify a product and thus may
prevent subatltutron of compefitive goods.

10. Compared W|th producis sold in bulk packaged goods, usually, are more convement .

cleaner and less susceptible to losses from evaporation, spilling and spoilage.
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. product's sales.

sold as they are sh1ppcd or broken into single umts

" mix, A well-known brand of perfume may be extravagantly package

perfumes that imitate leading brands has

for prod’dct-ditferentiation and st

Explain different packaging_ types.

........................................................................................

Il At the selllng point, the package serves as a ‘silent salesm n’ encouragmg lmpulse

_ buying. While in the possession of the customer, it induces ¢
- the same brand and thus stimulates “repeat sale.’ ‘

12. An.increase
marketlng costs.

e customer to reorder

in case of handlmg ora reduct1on in losses due to damag_e-may cut.

The placement content, size, and prominence of the label muit be determined.’ Both

‘company and brand names resd appear i the label. Package inserts range from recipes to

directions for use 1o safety tips.to coupons for future purchases, and their inciusion should be

noted on the label. Sometimes a rede51gned label may be confusing tg

customer_s and hurt the -

Multiple pa"ckaging couples two or more product items in one container. It may-involve the
same product (such as razor blades or soda) or a combination of different products (such as a
comb and a brush or a first-aid kit). The goals of multiple packaging are to increase
consumption (hoarding may be a problem), get the consumer to buy : anL.‘ assortment of ftems, or

pe

have the consumer try a new item (such as a mew automatic

eil packaged with an

established ball-point pen). Most muitiple packs, l1ke cereal, are versa*:lc because they can be

Last a company must be sure that the package design fits in with §

stores, advertised in upscale magazines, ang sold at a high price. In ¢
Qr} basic packaging, distrib
does not advertise,” and uses low pric Although the two: perfum
identical amount to make, the imija %o'uld' spend only a fraction
Thus, packaging is important ntﬁ' for the purpose of protection an

lation of demand ,

A package also creates protection for a product while it is ShlppEd
all cases, a package must protect a product against the effects of lig
vibration, breakage, evaporanon and sp1lltng

Actmty -V

.......................................................................................

B T

he rest of its marketing .
d, distributed -in select
sontrast, a firm making

utes in discount stores,
d convenience but also

stored, and handled. In
oht, infestation, shock,

..........................

136 FUNCTIONS OF PACKAGING

‘much a contributing factor to its increasing marketabllity Ads after
- package; and the product image in the minds of consumers is, to

_differences in packaging. Good packaging covers an idea of the quality

Packagmg is no longer a mere outer, cover for the protectlon of

attractive packaging. In the case of the similar ‘products, the brand dif

the product; it is*very

Ttds feature a beautiful
good -extent, due to - /).

erence is only due to
of the product it hasa’

value, which is distinct from the value of the product. Attracnve paokaglng is an effective ' o

Point of Purchase (POP), and stimulates gift sa]es

¢ brands may cost an
1s much on packaging.



As the old ad'age goes, "Clothes make the man." So, also, does the package inake the
product. Products are often judged by their packages pamcularly for impulse product.
Perfume is a good example of this. There is a close interrelationship between the advertising

and packagm g components of the marketmg mix. Several adVer‘nsements feature the product in
its package :

Though packaging is primarily a means of protection durin transportation and storage,
our interest in it is primarily for its use as a marketing and promotion tool. Advertising people
are involved because, in addition to being a protective device, packagmg is feaiured as a

campaign theme. The package is a vehicle for carrying the manufacturer's name, the brand

name, the trademark, apart-from the mformatlon it provides about the ingredients and dlreul
advantages of product use.

- The other marketing significance of packaging is that it helps in achieving product
differentiation. Packaging is designed for convenience in the use of the product, and may be
used to differentiate a brand from the brands of its competitors. Further, packages are designed
to have a re-use value. Good packaging will gain for a product miore shelf space than for a
product with unsatisfactory or unattractive packaging, and will result in its extensive exposure

to the customers visiting retail stores. This wi}l improve the sales of the product.

A beautiful packaging is an advertisement at the point of sales. In short, packaging is an

important advertising medium, carrying varying messages from the marketsr to the consumer. -

In view of the advertising and promotional significance of packaging, professionals in this
~ field should have a profound understandmg of pac@ng s0 as to make it an effective
marketing and sales tool. _ 0 : :

Basic Packagihg Functions _ ' @Q:?*

: Thei‘e are five key packaging functions:.

l)Contamment and protectlon 2) Usage 3) Communication, 4) chmentatlon 5) Channel
COO{)ET&KIO!’I ; .

- Packaging as a function has two separate dimensions - the physical _éSpects related to the

science and technology and the behavioural -aspect related 1o the art of product design

associated with buyer behaviour and motivational research. [t enhances the value of the
contents and passes on the impression to the consumer directly or subﬂy.. :

For consumer products package serves as a silent salesman. [t performs self -selling tasks.

" Tt should attract attention, and tell the product story. It should build the confidence and give a

clean and healthy look. It should be convement in handllng and usage as well as in storage. [t
must reflect good value

A package is an important method of communication with the customer. It identifies the
brand, provides ingredients and directions, presents an image, and displays the product. A
package differentiates a product from competitors by its design, color, shape, and matetials. It

serves as a promotional tool and is the final form of promotion the consumer sees prior to -

- making a purchase decision. Packaging is particularly valuable for firms with self-service
operations and those concentratin gon 1mpulse goods, such as candy, A package also serves as
-a reminder after a purchase is made.

v
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A firm must consider the needs of the wholesalers and retailers in its distribution-channel

" and use packaging that makes a product easy to ship, handle; and store.| Packages should also
.. be. durable, aliow their contents to have a reasonable shelf life, fit into pre-existing dealer
.. facilities and-displays, provide a convenient place for the price, make iriventory control easier
-+ by.including computer codes on labels,-and make shoplifting more difficult. Finally, packaging
can be a major element of new-product planning. Some of the products successfully modified
“and presented as new asa result of packaging innovation.

Fzctors Considered in Packaging Decisions

Séveral key factors must be weighed in makmg packagmg dec1<10ns.' Package design -

affects the image + firm seeks for its products. Color, shape, and material all ‘nfluence
perccptions of a firm and its producis.

A firm has a number of packaging materials from which to choose, such as paperboard,
piastic, metal, glass, styrofoam, and cellophane. In the selection, trade-offs are probably
necessary. For instance, cellophane allows products to be attractively di%la}/ed but it is highly
susceptible to tearing; paperboard is relatively inexpensive, but it is difficult to open. Also a
company must determine how innovative it wants it’s packaging to be.

There is a wide range of package features fr_om which to chcose. depen:iing on the
product. These leatures include pour spouts, hinged lids, screw-on tops, |pop-tops, see-through

‘bags, tuck- or seal-cnd cartons, carry handles, product testers {for |items like batteries),

freshness dating, and blister cards (produc é;é laced under a plastic dome mounted on a card
with a hole in t and hung on a metﬁ‘ k). These features may provide a fiiro with a
© differential advantage, " '

Next, a firm selects the sxr;:e&color(s), and shape(s) of it ::ackages. In selecting the
package size, shelf life (row long a product retains its ireshness), convenience, tradition, and
competition must be cons'dered. In the food industry, new and larger sizes have captured high
salcs. The number o’ packages used with sny one product depends on competition and the
company's usc =f differentiated marketing. By selling small, medium, and large sizes, an

_existing firm may ensure maximum shelf space, appeal to different vansumers, and -make it
difficuit and expensive for a sew one to gain wholesaler and retailer support. o

The packaging ; r.ctices of some industries and firms have been |heavily (riticized and
regulated in recent years because of their impact (or potential impact) -1 the environment and

- scarce resources, high expenditures on packaging, questions about the honesty of labels and
- the confusion caused by inconsistent designations of package sizes (e.g., large family, super),
and critics' perception of inadequate package safety.

Activity - VI

What are the functicns of packaging?




13.7 SUMMARY . = | =

Brands communicate three things - a distinct identity, a s°t of associations and image
beyond the mere functional qualities or performance of the product. Good packaging covers an
idea of the quality of the product; it has a value, ‘~hich is distinct from the value of the product.

Packaging is primarily a means of protection during transportation and storage, our
interest in it 1s primarily for its use as a marketing and promotion tool. Adveii:sing peop-e are
involved because, in addition to being a protective device, packaging is featured as a capaign
theme. The package is a vehicle for carrying the manufacturer's name, the brand nams, the
trademark, apart from the information it provides about the ingredients and direct advantages
of product use. '

13.8 SELF ASSESSMENT QUES"I:IONS

L. Short Answer Questions

1. Distiﬁguish the terms braﬁd, i and name and trademark?
?  Explain the differcnce between brand and a trademark?
What do you m-an by registration of brand?

State the advantages of brand for the manuf. ctures.

Explain the requisites of good paé.kaging;?x

NS v AW

What is the need of packaging? (:}\)

List out the functions of packagi n;@z

11. Long Answer Questions
1. What are the issues involved in general in biading arid brana nir ve?
What o - he advantages of bran«ing to a manufacturer.’

Dcfire packaging? Mention * e . v: ntages of packaging?

B B

Erumerate bricfly :"» functions perivrmed by pac!aeing”

- 13.9 FURTHER READINGS

" 1. Philip Kotler v Liavketing Mar et Niih Foiler
' Comtee T M af e T 0 T LT 260
heen R.Allen Branging > -+ Techpal v to . ket ~ecend
fditon vrendtc s U India ey Utdy, o T etk
3 - sehiffman - Consumer Bebavious, 0 100 o ¥ ALY

. o e

A Vienran, J Clobai iviar:. . EEN

eng s o

woapored yvio e, et s T



248

5. J.C. Gandhi

Marketmg A Managerial Intjroductlon Tata Mc
Graw Hill Company Ltd., New Li!elhl '

13.10 KEY WORDS

B.rand Name
Brand s k

Trade character

Trademark

ekeric Brand

ew brands

Packaging

followed by ®.

Brand name is a word, lettér (number) groap of
words, or letters (numbers) that ¢an be spoken.

A brand mark is a symbol, c{csign, or distinctive

¢colaring or lettering that cannot be spoken.

A trade character is a brand 'mar+ that is personified,

A trademark is a brand name, prand mark, or trade
character or combination therej»f that is gi-en legal
protection. When 1t is used, a registered trademark Is

A brand that -becomes generic becomes a product
categofy, and no longer- remaihs .a brand. Though
consumer-asks a product by the generic name, he ends
up buying a brand that offers aﬁractwe benefits. The

gene@r&nd sits on the shelf,

: E @Wnt a new brand name for a niew product category.

% A package is a container used to protect, promote,

transport, and/or identify a product. Tt may consist of '
a product's physrcal container, &n outer label, and/or
mserts |




BLOCK -1V : PRICING AND DISTRIBUTION

This block discusses about two other major areas of marketing
management. They are priciﬁg and distribution. Priée, as we all know, is
- concerned with the monetary value of the product or service. Pricing is a process |
- of determining the price of a product or servi.ce_. Distribution refers to the various
intermediaries who help in moving the product from the producer to the consumer,

OF USer.

- Unit - 14 of this block describes various policies, methods and sirategies
of pricing. While Unit - 15 explains marketing channels and the importance of
physical distribution, Unit - 16 covers the new trends in marketing such as

E-commerce, Teie—marketing and Customer Relationsh ip Management (CRM).

(ﬁ}\b

\g
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UNIT 14 : PRICING POLICIES AND METHODS

Alms and Ohjectlves

- The objectives of this Unit are to help you to:

¢ understand the concept and role of pricing in marketin g m.ix; :
» explain the factors influencing price setting;

» discuss the various methods of pricing; -

s cxplain the steps in selecti.ng pricing strategy;

o distinguish between skimming and penetration strategies; and
¢ explain the pricing policies followed by the marketers.

Structure

140 Introduction |
- 14.1 Conceptbf pricing | ' : B
- 142 . Roleofpricing in marketing Mix |
143  Factors inﬂﬁéncing Priée_Setting _ 0\> - _ . . ]

144  Pricing Methods _ '?’* - |
14.5. Steps in Selecting Price Strategy @Q" _ | : -.

146  Skimming Vs Penetration Pricing S | :
147 Pricing Policies |

148 - _ _Surmﬁar.y' : ’ - D . |
149 Self Assessment Questions
14.10  Further Readings:
14.11 Key Words

140 INT.RODUCTION

"By now, you are aware that marketing mix comprises four clements — product, price,
promonon and place. Of the four variables, the basic ones are produc: and price. It is through
offering the right product at right pricz that marketer satisfies his cu:s-amers and carns profits
and image for his enterprise I the previous units, you have understood the di‘ferent aspects
related to prodact. In this unit, we shall discuss the various aspects related to pricing. An
understanding of the methods and strategies of pricing wnll help marketers make scund pricing
decisions.

14.1 CONCEPT OF PRICING

It is known to you that marketing involves exchanging things that have value. Value is 251




- 252

“Activity -1 ' " |.

a quantitative measure of the power that a good or service has to attract consumer. In the
earlicr days, whei: there was barter system, one good was exchanged for another good. Pres- -
ently, we kave a nonetary system. We assign money values {rupees, dollard, pounds etc) to the

~goods tor exchaiige. The monetary velue of o« good or service is called fpr:ce The price is

vepressed differently in different countries. For examp}e itis dollarx in US/!H pounds in England
and rupzes in India. , . |

Price has many names - fee, rent, honorarium and donation. A gtudent pays tuition

fees, a tenant pays rent, a profassor charges honorarium for his lecture, andja chantable institu-

tion accepts dU]‘dth]‘l for its services.
_ !

According to Philip Kntler, " Price is the amount of Money chalkged for a product /-
service or the sum ol the values that consumers exchange for the benefits of having or using
the product or service. |

Pricing is a continuous process with multi-task orientation. In this context William J.
Stanton definzs that " Priving is the art of translting mto quantitative terms, thu valuc of the
product to consumer at a point of time."” |

-
1) Identify suitabl_e products or services to match with'the following 1y|f)es'0'fprices and fill

the gaps : : -
o~ o
Product / Service Q‘?‘ | Price fq.rm
@ R

Toll |

...... Honorafium

' ' Salary’|

e P : Wage :

e - : Commission
e . _ Tuition |
........... .. - S Rent |

.......................................................................
............................................................................

L T T T T T T T T
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Perice dastieny. Goods are elastic when a siighs variation m pree brings baree chiange in
quantiy oo diased. 1 the case of (elasuie g

]

als, price visg op falt has 2o consequence.
inelastic gonds ‘nclude necessities of Life Ii ker sod graing, cereals, ete.

in the case ¢ of relatively elastic goods demand is ba »(*n on three criteria

v ourgzacy of need
v spelf-life of the product; and

& Aviiability r)f‘;ubstltutes

Wb mners io urgeney, price Tise may woi 2foct the'n rcbase, When prices are low-

wicdt for L prodeet izl perishable, such an aevic inay act prortipt one to buv more. Inthe

<af o specnl2ags: goods like shares one may adopt a waiting policy to sic whether prices will

still g lower. [n such cases some times, a drop in price may immzdisely shrink demand

mstead of increastng it. When prices go up, search for substitutes wiil sepin, Wien substitutes
are iound, the ':igh priced products lose demand '

ik

V./j' BETEEEORAT

Pipesy e 15
the difiicuiry a uomeying producldlf‘ferem.ww _ A Tl sceomt one {3 the
widespicad use of product standards. When products are similar the competition will be to-
cussed on ~rice i his s the case of monopaolistic competdioy. «Hiaivgles —toothpastes, soaps,
detergents). Irthe case of oligopoly, 10 avoid price cor Rrdtion s jce feadership or sormation of
cartels is provalent, It stabilizes prices and avoi@’ ct wars. The recent episede of Cement

cartals  siands as ah example. %
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deginsration”

st pries 2o oo, Gng s
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ot ain novation, an: rr Ry INERGHaCiory slape,
hrovgl growth, matvrity as sty 10 ez nto the G deching
=ant priving slra‘tegiw—new SAGCT Prict s, guiig vete, dad discount

.. #loug with imarketiug mix commienly beodraes aocesaary,

the product ps sare
stage: Tho wee of

L T‘Ii)‘

B bt Pp o aAsny companiss sell a full iange of mrodacts and weovr sy Bt i, i
o -

o dind oun o e extent the pricing of one <0 Tuor affeera e pete of otber relat C"

produeis. Voo LB snie of Hindusthae Laover wia You kaow ther 2250 ™ Scden and Cloce -

1
up weoti peries. Befors Uxing up their prices 1y Ra.¢ to see wheihor diese 15 any relationshiy
between them the! adversely affects their sales.

Channel factor : For such of those products, which go through channels involving resellers

consideration of trade margins is important Thekind - v i Liatketer expects from the
intermediaries * T+ nce the level of margins besides the profit-n.Jve of resellers,

Marketing object:ves and strategv: he crice cslablished for 2 product must be cunsistent
with the overall marketing objectives and swategy of'a firm 12 comnany seeks quality roage,
its products are *o be sold at high prices and in speciality <how rooms. 1 the objective is survival,
it should be priced to cover variable cests. '

Politico — legal — factors: The iegal environment and the regulatory mechanisms created by

government set [imits to the area of decision-making by executives. The excise duties and sales
taxes etc., imposed by government from time to time affect the price. At times, government
itselfesiablistios prices jor particuiar products, Sush orie s wo nows as administered prices.

vzl which Joel Dean has riphily termed as “the Cyele o rempetitive
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priciag. They it aon-price variables in the Marketing Mix, tet ‘ﬂuj"s un per«_-ewed »a]ue in

P dads of biyers ond rcs i claags 8 cepture the perceived valtie,

o4 <

5 : § thul many advertisements today higjilighi “»
offers. Buyers are valtz- giscious: ‘ihey compare one produci withlanother and against the
money they pay. Dupuni. 2 rencwned company in USA, has ¢alled q'his the value — in— use
price. ' ‘ -

The key to percetved value pricing is accuiaie decermination of the market’s percep-
tions of the value of the offer. ‘T determine the percecived value, market research is needed.
Methods for estimating perceived value prices are deseribed below.
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I tle pormad co n o e price e e 1ted ThP price a‘rm Y i mAnded
reliconct.,. are oobe, e e ety “Jemard schedu'e (Toigg 11 Ta s ine winT
o T e arket vl gy I pive perfod of time o0 ! ' '

prepar 2 demand schicdule, one may dorssd o, st fae ‘

() Lapinions of buyers - how much fhey sucad w tuy at difi erdnt prices/

ity Behaviowe »2 huvers — how must thew actually buy at various prices?

mUTeeeteaahr o Saaien I T nes Of price elasticity. }_l is given Ly the f0iicw~




Price clasticizy of demarnid = % change in guantity Jemand/ % change ir price

Whizi prodiscis are price <ensitive aud whets

.. ' N a .
(1 Products, for whichthere ars no nebsirizs oi eompeiitas:

ke vay €, Jdo not think the piice is high

t iy orninink that the high prices are jusiifi 10 by quality improvements, normal
RIS, ADO S0 05,

{1} When buyers are habituated o lovat 1, voen huvers 6o not switch over to other
products or searck for low prive sulmiies, :
Hdernoal v puce clastic, sellers will coneidoy Bwering Guz price. 4 lower price in-
and revenues. Profits wili oo mere wiwn cass ai o aduciior and markeiing do
not rise proportionatly. In other words, whes Jargs seale @ sovgsnies are secured, profits go up.

UFeE SR VRIS

& Estimating costs

nsts set the floor, while demand sets a cetling t¢ thie p;:{: that tiie company can
charcu fnr 1ts product. In the first place, a fiem wants to cover &b die costs of production, selling
< Jistribution. . adminisiration. Then, it looks for & i returs fur ite efforts and risk.

1o price mte]hgcnti‘.; management should kno \> |

(i) lotal costs and ifs cofnponents i.e 2 a'ld fined cos
(i} how costs vary with differcat le\@“ mduu tien; srid

(iii) how experience affects costs .

The short run average cost curve (SRACC) is U-shaped (Tiaure 14.1) and it will be,
beneficial 10 produce the least cost output volume.,

¥ | Y
e E \ ‘
= - : '
5 3 / 33 \\ 5 -
10\ y = —
LA " /;‘J g \'.

& ~ ~ .
o = . g
S \‘--...,._’/ - -/

: - . - X
O Volume of production X O Volume of production
Figure 14.1 Short range costs © Figure 14.2' Lorg range costs

" As volume of production increases, a firm decides i .l canecities. Here it has to
study the long range average cost curve (LRACC) sirown in'| gu ¢ 14 2 and decide the most
efficient point of out puw : ' : 263
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(iiii) Company pricing g abickes | - _ | '

A, pricing policy should ensurz - o o |
e consistency it pricing vroducts in %o roduct-line | |
o that sales recple quoie pz.ices hzar e reasonable to ca.l.ef.:mnFrs and prr Tuable ©

company

So the price 1~ atien sivasié be made koeping in view, the guidelliues offered by prizc
policies. o

(iv)  Impact of pric: on wther .paﬁies : ' |

Managei--ent @it 3150 corsi-des, how other parties like supplivrs, government and con-
sumer couacils react t11+:¢ 3ice. Whather the ractions would be favour.fzble‘? Markets shonld
be aware of the views v the padlic t avend conilict and loss of busi ﬂe53|and imagc,

|
Activity - [V

Describe th¢ steps inve: -« i safeeting o g sirategies? |
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Csta -u'oli;.;ﬂ arketers can Pink of 1
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winf NOW Iy (G Ber e wiat these sieategies are and when they ¢
marketers. o :

o

Ver a tnne.

GREIEN, A now

Skimming Price: The j.cc fu2* »< “aiiiaily priced high. It is systematicai: » ved.:
As the life cycle prog:-sses, prices are reduced in response io corapets: e
market segments becomz the hev targets. _ ' |

Renefits

It allows compan.cs to establish a flow of revenue that covers rpsearch and develop-
ment expenses, as well as the k-ah initial costs of bringing the.product to market.

It keips to skim .12 cre i of the market. _ |

onitabl: when? |

¢ . Priccasusec <0 sans to segment the naacket. |

. The existence ¢ a relatively strong melastu demand for the product, often
. becouse the pro uct has status value or bevause i Qp"eser‘F a2 itue breaktluo ugh.

° :warkgtmg Ir~:.ors are most likely to embrace a skmlnmlng SuBlegy “when
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wimbing : .

j ' - - g © Ostivernd pricing
: ' = pricing
Unitorm delivered pricing

Basing-poiu oricing

nepeiiton

anics pianning to have a widse distris
Pl ien costs are formidable, comnany hias i
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-1t can maintain a nationally advertised price

[t is relatively easy to administer

(c) Zone pricing: We have seen that in FOB pricing, the distant customers face disad-
vantage. Inuniform delivered pricing the local customer has disadvantage. Zone prlcmg falls
between FOB orlgm pricing and umform delivered pricing.

- In zone pricing, a company establishes two or more zones. All customers within a zone pay the -
same total price. The price is higher in the more distant zones.

_ One disadvantage is: two buyers belonging to two different but adjacent zones may end up
| _ paying different prices. The one paying high price may be dissatisfied because the other buyer '
‘ _few Krns away in low price zone is paying less.

B '(d) Basmg Point pricing: In this a firm mziy desighate one or more places as basing
points. [t charges customers the freight cost from the nearest basmg point, regardless of the
place from which the goods are shipped. : -

costs.

|
|
. Here also, dependmg on the distance from basing pmnt customers have to pay different freight
" (e) Frelght absorption pricing: In this the seller does not charge his customers any
charges. He absorbs them. This is done to get more bu 51;55 The idea is, as business grows

the additional revenues will eventually compensate th freight charges.

(B) Promotmn pricing: Pricing is quite o% sed as a promotional too) because for
many products buyers are price sensitive. Pro al pncmg takes several forms.

(i)  Loss Leader Pricing
(ii). Special event pricing
(iii)  Cash rebates '
(iv) Low interest financing

‘ (v} Discounts to middle men.

Loss leader pricing is used by retailers. Supermarkets and depariment stores drop the
price on well known brands to generate store traffic. This may not be liked by manufacturers
because such an action may dilute the brand image of thelr products and services. To avoid this,
manufacturers mamtam retail prices.

Special events llkc world-cup cricket and festivals, create a new enthusiasm among
~ public. To exploit this, sellers announce special prices for their products. Consumers are offered
“cash rebates. To stimulate sales, this will help clear the piled up mventorles or increasing the
movement of brands.

Low interest fi inancing is employed by companies selling: durables This helps the con- -
* sumer to buy a product immediately and save for it, while using it. It has changed the rules of |
game — ‘accumulate savings and buy in future’ to ‘buy now and accumulate savings to pay
- later’

18 . - | | 269
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Resale Price Maintenance

Activity - VII | AR

Most companies offer discounts to reward middlemen for th'eiq active support.

i) Cash discounts: A cash discount is a price reduction to buylers who pay their bills
promptly. A typical example is 2/10, net 30, which means payment is dug within thirty days but
the buyer can deduct 2 percent from the cost by paying the bill within WFO days S

(it} Quantity discounts: A quantity dlscount is a price reduction tlo buyers who buy large
volumes. A typical example is “Rs 10 per unit for 100 units and fess. Rs 9 per enit for more than
100 units.

c) Functional or Trade discounts: The discounts are offered by the manufacturer to _
trade-channel members if they perform certain functions such as storirlg and record keeping.

. |
d) heasonal discounts: A seasonal dleOl]nt is reduction to buyers who buy merchandlse

or service out of season. Seasonal discounts allow the seiler to maintaiti samc level of produc-
tion throughoul, the whole year. = |

Allowances: Allowances are other types of reduct:on% from the [ist pricre. We will explain two
such d”OWﬁﬂLGS | '

. trade—fn allowances are price reductions granted for turning in an old item when
buying anew one. Trade-in allowances are most common (]Jn the automobilé indus-
try and are also found in some other durable-goods categ |ries'.

s promotional allowances are ents or price reduction to reward dealers for
' participating in advertisin ales-support programs. |

QS |
|
It refere to enforcement of a price fixed by marketer for retLil]er to sell a product

When should marketer think of it? When retail price maintenance is ﬁ)ractu.ed, marketer has
control over price factor, |

. In the first place, it restricts the freedom of retailer to employ prlce competition W1th a
- view to attract {rade. He looks up at marketer for promotion support alternatively, he
~ may turn to service competltlon or price competition on the other' products which are not

covered by retail price maintenance. Thus the policy may not m|faet reduce the amount
of compelllmn but merely change the nature of that competition.

. In‘the second place, retailer must be supported by company prorrllotlon or man ufacturer
' may add to the factor price, substantial whole sale and retail price margins.

State the elements of pricing strategies?




148 SUMMARY

~ In the marketmg mix, price is a critical element, as it is a revenue generator Price is
market value of a product with several names like fees, rent, honorarium etc. Factors influenc-
ing price decision include cost, product line, marketing strategy, demand, competition, channels
and-politico — legal system. Price fixation can be in arange — the ceiling is fixed by demand and
‘the floor by costs. The five pricing methods in vogue are: mark-up, target return, going - rate,
perceived — value and sealed bld

Pricing strategles are essentlal in a competitive environment. Strategizin ginvolves a
six step procedure: Selecting the pricing objective, Determining the demand, Estlmatmg CcOSsts,

Analyzing competition, Selecting a pricing method, and Fixing the final price. In the product

introduction stage, two pricing approaches are practiced. They are skimming and penetration.

Skimming strategy adopts high price to skim the cream of the market Penetratlon strategy

employs low price to grab a large slice of market.

Prlcmg strategnes are categor.lzed as — product mix strategies, differential pricing strat-
egies, psychological and image pricing strategies, distribution based pricing strategies, and com-
petitive pricing strategies. Geographical pricing policy variants are: FOB origin pricing, Uniform
delivered pricing, Zone pricing, Basing point pricing and Freight absorption pricing. Promotion

pricing takes several forms: loss leader pricing, spec ial event pricing, cash rebates, low interest -

.~ financing and discounts to middlemen.

Resale price maintenance refers to main e of Selhng prlce to consumers. . When
practiced, it avoids price competition but ma| t0 provide promotlon support to retailers.

14. 9 SELF ASSESSMENT QUESTIONS

| Short Answer Questions

1. Define the terms 'price’ and 'pricing'.

b2

Explain the role of pricing in marketing mix

Identify the factors that influence pricing decisions.

Briefly ex-plail_j (s) Sealed bid pr'icing and (b) Going rate pricir:lg method :
State the miello and .fnacro factors influcing pricing? -

What is going rate pricing? State its problems?

S

Define terget pricing
II. Long Answer Qdestions

1.  Distinguish between skimming and penetration mehods of pricing. When are they em-
) ployed’? :

2. What do you understand by the term price? Explain its si gmﬁcance
3.  Whatarethe pricing policies based on geographical locatlon?

4. Explain ﬁromotion pricing policies known to you with suitable example.
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5. Explain (|) Mark up pncmg, and (n) target retuin pricing. When are thcse methods

suitable?

6. -Exp]am (1) Mark - up pncmg, and (11) target return pricing. ‘When arc these methods -

su1table‘7 :

7..  How do you determine price 61_“ a tractor in- perceived value pricing methods?-

7. Elaborate the steps involved in priciﬁ_g strategy formation?
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- Monetary value of good or sérvic_e in the market,

~ Basic pfice fixed for the product and displayed,

A target profit is included while fixin g the price

It is based on the understanding of _-:_ionsumer per-
~ ceptions on value of the product.

Firms price their product at the same level as
that of compet’ition

Suppllers subn'ut sealed bd to win the contract of
supply.

* Fixation of high price initial ly to capture selected
- market segments and lowering price subsequently
to penetrate into mass market




Penetration price -

FOB pricing
Uniform delivered pricing
Zone pricing

Freight absorption pricing

_Lossleadef pricing_\
Cash disc('}unts.
Quantity discounts
Sea'snﬁal discounts

| Allqwances .

~ Promotional allowances

Resale price maintenance

+u

Fixation-of low price initiallyto penetrate into mass

- market and subsequently raise prlce when prod-

uct is established.

G(_)oﬂs are placed free on board or a carrier. '-The
consumer pays transportation costs

(Postage stamp pricing) — Every customer pays
the same price irrespective of the locations.

Company establishes two or more zones. .Al! cus-
tomers within a zone pay the same price.

Marketer bears the fre'ight charges._

* Retailers drop the price of a well known brand to

.buyers '

Reduction in price to the customers who pay bills
promptly. - '

A price reduction to buyers who buy large voI-
umes’ '

_ Pnce reduction to buyers who buy merchandlse
~or service out of season.

Reduc om hst price

ductlons to reward dealers for participat-

@ promotmnal activity

“Fixing the final price at which a retailer has tosell

product to the customer.
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_ UNIT-15: CHANNEL MANAGEMENT

Aims and Objectives _ '

The objectives of this Unit are tG help you to:

. ® -explain the nature and structure of marketing channels;

 discuss the importance of channel management; o C

~» expalinthe types of intermediaries, their importance and role;
 discuss the channel decision process and decision influencing factors;
* understand the evaluation of channel members;

* know why channel conflicts oceur and how they are resolved; and

‘¢ explain the physical distribution aspects in charinel management.

Structure | o o o o |
15.0 Introduction -
151 ~ Concept and Nature of Channels |
152 Contéﬁporaw Marketing Channéls |
153 EvolutionofChannel_s o 0 .
154 Importance of Chaﬁli__élM %‘rnen_t
155 - Typesof Intemediariés@ole and Importance =
156 Chénnc_l Levels and Flows |
_ .15.? Channel Design Decisions _
15.8 Mdtifation and Evaluation of Channel Members -
159 " Channel Conflict Resolution |
1510 ..Phys'icaIDistribu_tion.-

1511 Distribution Practices in India
| 1512 Summary
15.13 Self Assessmient Questions _

1514 Further Readings.

1515 Key Words -

150 INTRODUCTION

|

: Distribution isa key element in marketing-mix and important funn{:tion In any economy.
. The very purpose of marketing is to satisfy human needs by delivering profucts and services of
. - various types to buyers when and where they want them and at an affordable price. All
© 274 ‘marketing effort comes to nothing uniess products are placed in the hanFs.of those who need

+




: them At macro-economic level, it creates and improves the standard of ltvmg of peop]c and

activates the process of economic devclopmf:nt

15.1 CONCEPT AND NATURE OF CHANNELS

The producers produce their goods and services in their manufacturing placesand ~ these
goods will have no use if they do not reach the ultimate users. The Marketer will -~ create
the Market by transporting these goods and setting them through their outlets. But this system
will not work if the product is consumed by a large segment of the market and if the consumers
are scattered in different areas or territories. Therefore, for effective distribution of products,
we need some important 'helping hands' or media to take these goods to all comers of the

market. Distribution is concerned with the activities involved in transferring products from

producers to ultimate buyers or users. However, the Modern connotation of distribution chan-
nels has been different. Like Marketing, distribution channels have also been deﬁncd by differ-
ent experts in drffcrcnt ways. : :

Accord ing to American Marketmg Association " A Channet of Dlstrrbutlon or a Mar-

_keting Channel, is the structure of intra-company organization units and extra- company .

agents and dealers, wholesale and retail, through which a commodlty, produict or service is
marketed". -

According to Mc Garry ‘distribution channels is an identifiable, discrete, and
indispensable function of Marketing. Processor Greather and Lox defined distribution chan-
nels as"the combmatlon and sequence of agencies throug{r)rh ich one ormore of - - market-
mg flows move".

A channel of distribution, consists of r consumer, and any intermediary
organizations that are aligned to provide ans’ of transfcrrmg ownership (title) or
possession of a product from producer o consumer. [

(i) Distribution is an ancient functlon '

It was found in a primitive economy in which people realized the need for specialization

and exchange. They understood that efficiency can be gained if one person specializes in a.

certain activity, such as hunting, and another person speclahzes in a different activity, such as
fishirig or farming. They exchanged one good for another to satisfy their needs. In a primitive

economy, distribution is straightforward; in today’s global economy, it is far more complex. Itis’

because of the distances, variety of supporting trade services, and variety of needs of buyers.

(i) Key external resource

While manufacturmg, research, engineering and field sales personnel represcnt internal _

resources, distribution represents a key external resource. It is an outcome of a significant
corporate commltment t0 a large number of independent orgamsatlons whose business is distri-
bution : -

(iii) Lmk betwcen seller and consumer

Most producers do not sell therr product direct to consumers. They work with markctmg
intermediaries. The marketing intermediates act as a link between producer and consumer.
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(iv). A channel'wi.th flows

The marketing iht’emlediarie_s make up.a mzirketing_ channel which is also called as trade
channel or distribution channel. The channel facilitates forward flows {physical goods, title of
goods, and promotion.offers) and backward flows (ordering and payment) h

| - (v) Complex

Channels represent a set of interdependent relationships among intermediaries and
- producer. ‘Channels facilitate atleast five types of flows, which make s{imple marketing chan- -
nels Jook complex. Channet design is long range proposition. It reprcsqnts a significant corpo-

~ rate commitment to intermediaries. _ : _ o ‘
Activity -1

State the nature of distribution channels, | i |

.........................................................................

- 15.2. CONTEMPORARY MARKETING CHAN NLELS
The trends in marketing channels are stimulated by changing life sbles and technological
developments in communication and transp@gmday more number of participants are involved

" indistribution function than before. Tabl§‘ depicts them - , ‘ _ '

é?s.] Channel Trends |

| 'Trzidifidnal_ ] Contemp'orjlary_ ;
. — . ; !
. Directselling to local markets Direct selling to glob%ﬂ.markct's:
| " i) E-Commeré.e
ii) Net work djarketirig :
2. Transactional marketing | Relationship marketirJ‘g o
3. Traditional outlets- - | Contemporary.outlets-
- wholesalers, semi-wholegalers, Departmental stores, super
stockist, C&F agents, itmerant | markets, hyper markets maals,
traders, retailers_, kirana, - ~_petrol bunks, cooperative .
- provision and medical stores. - societies, NGOs, vans, public _
Pavement vendors, fairs, etc., distribution.system, Kiisan- _
: ~ kendras. - ‘ .
4. Vertical marketing system | Horizontal and multi-channel marketing - *
;| systems e o

Channel Structure ' o l

Channel structures are evolved based on the type of company products, target market -
- segments and competition. Three different channel structures are brieqy explained here.




. Verti.cal marketing system |
'  Horizontal marketing system
s Multi channel fnarketin g system
1. Vertical Marketing System

A VMS comprises producer, wholesaler (s) and retailer (z-,) acting as a unified system.
- Mc Cannmon characterizes VMS as:

“Professionally managed and centrally programmed networks, pre-engineered to
achieve operating economies and maximum marketing impact”.

In contrast to this, he characterizes conventional channels which comprises an
independent producer, wholesalers (s) and retailer (s) as highly fragmented networks in which

loosely aligned manufacturers, wholesalers, and retailers have bargained with each other -

at arm's length, negotiated aggress:ve!y over terms of sale, and otherwise behaved au-
tonomously”.

VMSs achieve economies through their size, bargaining power, and elimination ofdupli- '

cated services and channel confllcts

We will now examine three major types of VMSs:

N

¢ Administered VMS; Q

AR
. Contractpa] VMS. @Q"

¢ Corporate VMS;

A corporate VMS combines successive stages of production and distribution under single
ownership. Vertical integration is favoured by companies that.a high level of contro! over

channels vertical integration can be achieved by backward or forward integration. Backward

integration implies ownership of input supply operatlons Forward integration implies owning
product distribution outlets.

For example, Bata and Woodlands own their shoe shops across the country while also
manufacturing footwear. Likewise, Raymonds owns some retail stores across the country
while also produces textiles and woolens. - In administered VMS, the key factor is not
ownership but the size and power of one of the partics. A dominant manufacturer or
wholesaler may coordinate successive stages of production and distribution.

* To integrate the operational programmes

¢ To obtain more economies or sales impact.

Firms like Hindustan Lever, Lipton, Proctor and Gamble, Nestle, TELCO, Maruti and

others are able to get shelf's space, support for promotion and prlce policies because their brands
are market leaders.

In contractual VMS, independent members enter into a contract and operate. Such
contract arrangements.may take place at production and distribution levels - Some are wholc-
saler sponsored voluntary chains like the ones in vegetable and food markets, while others are
retailer sponsored like Apna Bazaar in Mumbai (retail cooperatives); and yet others are
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desired results.

‘franchises like Pepsi or Coke franchising a firm to produce and market their. range of soft drinks -

in different areas. The form of VMS has great future as synergies are possible. In fact, the -

success of Parle (Exports)brands; Thums Up, Gold Spot, Limea, Citra nd Maaza—could be

attributed to its strong franchise network.

2. Horizontal Marketing Systems ' |

Another contemporary marketing system that challenges the conventional one is the hori-

zontal marketing system. This reflects the readiness or willingness of tw y or more non-related
- companies to put together resources to exploit an emerging market opporfunity. ' '-

An interesting example of this was the tie- -up between TVS-Wh rlpool and Omda to

‘market washing machines. The former manufactured washing machines hn collaboration with
the leading American firm Whirlpool and Onida advertised and sold them through its distribution

channel. By doing so both were able to take advantage of the emerging opportunity in the

§ indlan mdrkel Adler calls this form of marketing as symbolic marketing

' '3._ ‘Multi channe! marketing systems

Here, the firr uses two or more channels to reach one or more market segments. Lately,
firms have been realizing that one system or a single channel system is riot able to deliver the

K For one, the Ind!an market has grown dramatically over. the|last one decade with
the emergence of the mlddle cla: working couples and single child falm-ilies

. “This growth is notJust restri
and even rural areas.

o metros but spread across the coun’rry to towns

. A single distribution system alone can not meet this opportunity.

. Even if it does, the cost of distribution will become highly prohlbmve and hence the
growth of the multichannel marketing system.

Consider the example of Larsen and Toubro’s (L&T) standard switchgear products.
This division has its own sales force to generate demand among switchgear panel builders and |
serve other major national accounts. It also has a dealer network who also sell to the same.

- segments. Both, the company sales force and dealérs depend on each other to successfully fight

competition. For example, if the L&T salesperson finds that the chief engineer of a major
project is looking for things beyond his reach, he introduces the dealer who may be able to take

~care of it. Or, if the dealer firids that a large and an important prospect has objectlons that are

technical in nature and he cannot answer them, he gets the company’s salles englneer to do the
job. .

Activity < II
i} Distinguish between traditional and contemporary channel trends.




2, Expansion of market

ii) State thg\._rd:iffcr_ent_‘-t'ypes channel structures. |

.................................................................................

e T T T T T T T T T T T T T

15.3  EVOLUTION OF CHANNELS

A well designed channel provides only a good beginning to your marketing effort. No
marketing channel can be trusted to remain competitively dominant forever. Some of the causes
are: e ' '

1. Consumer buying patterné _

Some consumers may consider shopping as an entertainment. City dwellers may regard

it as a stressful activity due to problems like traffic jams and lack of parking space. Tele

shopping, Intemet marketing and the dlrect to home channels prowdmg customization and con-

venience are becommg popular.

 When market expands new channels may be dfgﬁbred For rural markets, new chan-

nels like vans, self help groups, cooperative credit es, NGOs are employed. For cities,

- Maals and hyper markets are created. Q,,

3, New competition
© As competition intensifies, marketers look for new channels. .
4. Innovative distribu_tioh strategy

One should be inriovative to keep abreast of competition. New technology in tranzport
and communication opens up new ways of distribution. Such opportunities are to be tapped.

5. Product life cycle

As Joel Dean pointed out a novelty product in course of time becomes a pedestrian’

product.- It degenerates from a high-value offer to a low-value offer. Naturally, it moves from
a speciality store to discount stores.

Miland Lee emphasising the same point developed a grid to show how marketing chan-
nels have changed for PCs and designer clothing at different stages in a product life cycle.

' . .Imroductory stage. Radically new products or fashions tend to enter the market
through specialist channels (such as hobbyist shops, bouthues) that spot trends
and attract early adopters. .

. Rapid growth stage. As buyers’ interest grows, higher-—volume channels appear
(dedicated chains, department stores) that offer services but not as much as the
* previous channels offered. :
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& Maturuy stage. As growth slows down, some competlttlors move their product
into ]ower—cost channels (mass merchandisers). ‘

. Decline siage. As the decline begins, even lower-cost channels emerge (mall-
order houses, off-price discounters). - .

The earliest channels bear the problem of m'arket'erea‘tion; they are high cost because
they must search for and educate buyers. They are followed by channels that must expand the
market and offer sufficient services. In the maturity stage, many buyers want the cost to come

. down, and they patronize lower value-added channels, Finally, the renTalnlng potential buyers :

can only be reached by eleatlng extremely low value-added channels,

Value added by the channel .

Low — ~High !
| . _ T
Declining '  Introductory ‘
Low - PCs: Mail order - PCs: Byte shops,
S = Designer clothes: . 1y,  hobbyist stores
- off-price stores - |- - Designer ClOt_heéfi_
Market growth ' f _ E . Boutilques ‘
" rate

Mature | @) Growmg S
- PCs: Sears - FECS dCOmputer|
- Desi o@&s‘ ' and -

K I\?& < - Designer clothei:
' Department
stores |

Source: See Miland M. Lele “Matching Your Channels to yodr Product s Life Cycie '
“Busmess Markermg, Deeember 1986 p 64 ' |

154 IMPORTANCE OF'CHANNEL MANAGEMENT

Channel management is a significant part of mafk'eting funetiods for the following rea-

(i) Critical | o |

Marketing channel decisions are among the most critical decisidns facing management.
The company’s chosen channels mtirnately affect all the other marketing dec;smns Consider
the followmg '

®  Pricing depends on whether it uses mass merchandlsers or high-quality
boutiques;

* Sales force-size decisions depend on- the spread‘ and commitment of
distribution network

. Promotion decisions depend on dealer’s motivation and trfliining. '




(iiy Long range impact

Channel decision involves relatively leng term  commitments to other flrrns W hen an
automobile producer appoints independent dealers 1o sell his automobiles, he cannot shift to

another system overmght The decisions as such require an underslandmg of the dynamlcs of

market,
(iii)_' Channel dynamics are complex
The prime purpose of channels is to fac:lltate physical flow of goods and related tlows.

Managing these flows is one important aspect. Also different degrees of coop-
eration, conflict and competition are found within and between channei mcmbers

(iv) Design decisions are difficult

Channel design decisions are difficult to make. Design considerations are many

. What is the distribution approach—intensive, extensive or selective?

. What are the characteristics of target market, product, competition and mlddlc
men?

] What are the résources avallable to company?

(v) Channel performance depends on manageme€§0

Channel performance depends on hQ».mdlvrdual members are selected,

motivated and evaluated.

15.5 TYPES OF INTERMEDIARIES- ROLE AND IMPORTAN CE

There are three types of middlemen that factlltate the flow of goads and services from

the manufacturer to the customer.

a) Merchant middlemen: These are the intermediaries who take title to the goods and
services and resell them. We know them as dealers, wholesalers and retailers. These middle-’
men get margins and bonuses as compensation, They share the risk with manufacturers when
they take title and physical possession of the goods.

b) Agents: These are intermediaries who do not take t:tle to the goods and services bul help
in identifying potential customers and even help in negotiations. The typical cxample is that of
C&F agents, brokers, jobbers, and so on who act on behalf of the produicer only to the limited
extent of prospecting, warchousing and redistributing the products. They do not share risk with

- the manufacturers as they do not take the title to goods and services. Agents earn a commis-

sion and are reimbursed for all expenses by the manufacturers.

¢) Facilitators: These are mdependent busmess units that £ acrlttate the flow of goods and
services from the producer to the customer, without taking a title to them or negotiating for them

on behalf of the producer. Transport companies, banks and independent warchouses are ex-

amples of these institutions. These institutions are paid their service charges, as in the case of

a transporter who charges freight or a banker who is paid service chargcs or warehouses, cold

storages and godowns which earn rent.
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156 CHANNEL LEVELS AND FLOWS |

- Channel 4: Producer — Processor — Wholesaler — Retailer — Consumer -

Five levels of distribution channels can be identified as shown |below‘ -Thé:;l-}.—.(_:haraﬂ&ét-

istics are given in brief in Table 15.2 ' . : .

Channel 1: Pr_oduber— Consumer (direct distribution)

Channel 2: Producer — Processor — Local Trader — consumer -

~ Channel 3: Producer — Processor — Cooperatives marketing Societies — Consumer

Channel 5: Producer — Processor — Retailer — Itinerant Traders — Consumers j'.




" Table 15. 2 Characteristics of Different Disiributio_n Channels .

stockist'wholesalers

¢ Equal responsibility on pricing,
quality,control | |

o Lowrisk

| » Quality control & fixed prices

« Equal Sharing of profits between
members of the society

¢ Scope for expansion of market @Q

o State protection '

. Distribution of risk

& Delivery of goods may bedongin -
bulk ' |

1o Costeffective

o Appropriate distribution and pricing
strategy '

¢ Higher consumer coverage

| Appropriate forrural areas

» More coverage in low income areas .

with consumer satisfaction-
e Appropriate sales strategy
‘o Sales realization and profitability

' [Channels — Advantages ‘Disadvantages.
1. o Maximum sales realization » Difficultto withstand competition
» Control over sales mechanism o Infrastructural problems
o Prompt and accurate delivery * Problem in demand follow-up
2, | #Quick delivery of goods fromlocal .~ | ® No'scope foralternate decisioﬁ-

* making
¢ Financial obligation and business set

back

| o Lackof feedback for product -

improvement

o Political conflicts on co-operative  bag--

Poo

N
- ?@ésted interests

¢ Managerial ﬁlcﬁicicncy _
* Lack ofphysical and financial loss

* Tr‘ahshipment of goods at various point
niay be difficult _
* Congiliation of profit and cost accounts

are difficult

» Areaof marketing is limited

* Riskintrading '

s Extent of credit transaction would be
" more

o Marketing finance may beaproblem -
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What will ﬂow through these channels ? Only physical good

s or services ? If we

examine the channel flows we wnll be able to identify eight dlfferent type‘, of flows through the

channels. They are:

° Informat10n° The collection and dissemination of marketing research information about -

potentlal and current customers, competitors, and other actors and| forces in the market-
ing environment. ' '
. Promotlon The development and dissemination of persuaswe eonTrnunication' about the

_ offer designed to attract customers

+« Negotlatmn The attempt to reaeh final agreement on price and oWher terms of the offer

so that transfer of ownership or possessmn can be effected

members to the manufaeturer '

e« Ordering. The backward commumeatlon of intentions to buy by tLe marketmg-channel

. Fmancmg. The acquisition a.nd allocation of funds requlred to finance the carrymg of

inventory at-any level of the marketlng channel.

e Risk Taking. The assumptlons of risks in connection w1th canytng out the ehannel“

work.

sellers for the goods and service provn%

0 Payment. Buyers paying thetr bills through banks and other financial institutions tothe

o Title. The actual transfer_ of o_wne@rom one marketmg 1nst1tLJtton to another

‘These functions and flow ﬁl&d- in the normal order in which they arise between

any two channel members. Some 9f these flows are forward flow

(physu:'al title, and

promotion); others are backward flows (ordering and payment); and sti l others move in both

directions (1nformat10n finance, and risk taking).

 Activity - 1T

How the producer service _ﬂows through the channels "

T L

157 CHANNEL DESIGN DECISIONS

“You have to understand that channel d'_es_ign decisions represent two levels:

(i). Conceptual

(i1} Operational

At conceptual de51gn level, deciding on the best ehannels or 1deal ones might_not be a

problem But at operatlonal level, the problem mtght be-




. # to create a new channe! ,or !
= to convince one or fow available middiemen to handle the line

Therefore, keeping in ming the operationa aspects, manufacturer has to make decisions,

. Channel design can be adaptive or creative. A new firm typically starts selling in a
limited market. For instance, Karshan Bhai Patel started selling Nirma Washing Powder in the’

locai market which included his friends, relatives and others. Since it has limited capital, it
usually uses existing middlemen. The number of middlemen in any local market is limited to a
few manufacturers sales agents, a few wholesalers, several established retailers, 2 few  carrier
(transport) companies, and a few warehouses. If the new firm is successful, it will branch out
to new markets. Again the available network is identified and employed.

Thus the channel system design in an adaptive decision evolves in response to available
local opportunities.and conditions.. Sometimes channel design decisions represent creativity.

For instance,
. Eureka Forbes sold vacuum cleaners throﬁ'gh personal selling
*  Canybio health care products are sold though network marketing

. Hindusthan lever’s products are sold through seif help groups by undertaking mi-
- cro—financing along with National Bank for Agricultural and Rural Development
{NABARD) and Non-Government orgaﬁisati%NGOS)

Sfep;s o o _‘ Q:?g} |

Designing a channel system involves the followin&epa

"1. Analysing consumer needs for service outputs.
2. Establishing Channel Objectives and Constraints - '
3. [dentifying the major channel alternatives

4. Evaluating channel alternatives

5. Selecting the right channel

1. Analyzing consumer needs

- The marketing functions or flows performed By members of a marketing channel can be ex-
* pressed in terms of service out pufs. To design channel effectively, the designer must know as
follows: ' S

() The service output level desired by 1he consumers:;
(i)  Aggregate demand function for each of the service outputs,

The consumer service output needs vary depending on the folloWing factors:

(a} Lot Size — Some prefer to buy small lot size. More frequent the purchase is greater the
level of service provided.

[
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.(a) Targeted service output level,

~ (¢} Desired market decentralization,

(b) ~ Waiting — Waiting time is the period during which the consumer must wait after
. ordering. It should be short. '
(c} ~ Spatial convenience — To reduce transportation costs and time, greater disp_ej"sio_n of -
retail outlets (market decentralization) is required. - :
‘ (d)‘ Product variety — The greater the breadth of assortment pfovided by a marketing chan-
nel to the consumer, the higher the service output level of that marketing ~  channel.
2. Channel objectives and constraints
Channel objectives should be stated in clear terms. They can be with refererice 1o the
following; : : . B .

—

(b) Minimization of total channel costs;

The objectives are to be considered in the light of constraints stemming from the com-

pany and environment. _ : :

i)

iii)

* cosmetics are distributed through nét work marketing. | [ _

Product characteristics : The nature of the product affects chlﬁﬂel design.

@ Perishable products require r@ irect inarketi_ng :
. High unit value PYOdUCQE‘SOId through: authorized dealers or company show :

rooms;

. Non standardized products like niachineljz, material handling equipment, etc., are
sold directly by company sales force. -

Corﬁpany characteristics : — The size of the company, its"goals, financial 'fesourceé, '
product mix and marketing strategy influence channel design. '

® - Larger the size of a company, larger the market it services,
e Long run growth goals specify the channel development requirements,
¢ Financial resources impose investment and cost constraints,

e Wider product-mix, enhances company’s ability to deal with customers direct[y..

Greater the depth of the company’s product mixX, the more it might favour-
.. exclusive dealers: The more consistent the product - mix, the. greater the
~ homogeneity of marketing channels, ' 1

¢ Marketing strategy qf displaying product along with those of competitors, speedy -

delivery to customers etc., influence channel design.

Competitor Characteristics : ‘What the competitors are. doi g and through which

channels they are delivering goods? Should we follow them or set p a different channel?
These are the relevant questions. For instance, Ponds and Godrej employ similar chan-

‘nels for their cosmetics. Some marketers want to avoid the channels used by competi- -

tors. ‘They go for company show rooms or network marketing; We have seen Avon

Y




iv) Mlddlemen charactenst:cs Marketing mtermedlarles differ in their aptltude for han-
“* dling promotion, negotiation, storage, contact and credit. They differ in their strengths
and weaknesses. An evaluation of these aspects is primary in choosing the middlemen.

v) * Environmental characteristics :Legal regulations and restrictions, state of the economy;
- infrastructural dévelopments and technology affect channel decisions. For instance,

L. Liquor cannot be sold in all retail outlets. License is necessary for selling it.

. Inflation may require cost minimization and modifying channels to achieve that.

3. Channel alternatives

Obviously, a marketer has alternative channels to dmtrlbute his products He has to identify and .

describe those channels. A channel alternative is conSIdered based on three elements

-® Types of business intermediaries
¢ Number of intermediaries

¢ Terms and mutual responsibilities of cach channel'participaﬁt.

_ . _ _
(a) Types of Business intermediaries, as stated earlier fall into three categories

¢ Merchant middlemen (dealers, whblesalers, .r_eta_ilf@tc)
. Agents (C&F agents, brokers, Jobbers etc) ?Q

e Facilitators (Warehouses, tranSport etc Q

For example a computer manufacturer may consider the following alternatives

0 Company sales force
ii) Agenfs |
iii) Distributors
iv)  Own show rooms
V) " Franchise units
(b). Number

Companies have to decide on the number of middlemen to use at each channel level. -

Three strategies are available. Table 15.3 presents a summary view of these approaches

. hxtehsivedistribution ........ More retail outlets..."
* Exclusivedistribution. ......Limited..

o Selective distrib0tion........ erlted

Intensive distribution is preferred by marketers of conven ience goo'dé like toilet soaps,
detergents, hair oils, cigarettes. They are distributed through countless wholesalers, pan shops,

kiosks, super markets, departmental stores, provision stores and door-to-door sales force. Ex-’

clusive and selective distribution involves limited retail outlets and preferred by marketers of
shoppingand Spec'i__alt_v goods like designer wears, automobiles, computers etc.
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tive and equitable to middlemen. ' '

Tabie 15.3 Approach for Distribution :'l’_lannrﬁg_ |

(¢)  Terms and responsibilities
- Planning Approach
Exclusive Distribution Selective Distribution Extensive Distril_)ution

| 'Regional representation of _,-_Appoihtlﬁentofama_stockist Small outlets

suppliers - Selection of dealership based | Random selek:tion for
_Singlé authorised dealer- | on the anticipated sale real- dealership
shipm - ' zation .. o '

-« { Spatial distribuﬁonof deal- | Smaller area of operation

Ces - i wi lafgenumbérbf -

_ Deal;:rship selection bas_ed_ déaiers. ' .

Ag_feement.of time and "qﬁcomerwcogfﬁﬁonmd o ‘

sales for the exclusive rights - _malkétéredibﬂityRemiIingis
more

NN
9

The'iérms and responsibi l@, when st'étcd clearly pafé the w ay for successful perfor- .

~ mance and durable business relationships. The main elements in the ‘trade — relations mix’ are: -

s Price Policies

¢ Conditions of sale -

Territorial rights

Specific services expected

~ Price policy establishes list price and discount structure. The diScounts should be attrac-

|

_ Conditions of sales refer to the payment terms and to guarantees. Generally, the pay-
ment terms induce early payment by offering discounts. For instance net 2/10, 30 payment

~terms offers 2% discount for paying on or before- 10* day. Guarantees are offered to replace

defective merchandise or compensation in the case of price decline. ‘

Territorial rights grant right to operate in the spéciﬁc market area. Full credit for sales in

 that area is given to that particular middleman. Specific services expeqted of the middle man, if .

any, are to be specified. Generally, exclusive dealers or franc_hil ees are provided with
infrastructural and marketing support. In turn, they are expected to i)perate their outlets and

- perform services as stipulated by the company.

4) Evhluation of c’hahnql' alternatives -

Once, the channel al_témati#és are identified and described, the rarketer proceedé to the




next step — Evaluating major channel aiternatives. Ev_aluatibn_ is to be done with reference to

 the objectives and petformance expected. Three gé_neral criteria are helpful.
. Economic criteria-This refers to sales level and costs of distribution '

: ¢ Control criteria- To what extent the channel meets the performance expcctations'in
! terms of customer relationships, sales and costs

- - -' Adaptwe criteria-To what extent there is posmb:hty of switching over from one channel
to another ? '
Cniteria —
Own Sales Force - Sales Agents
1. Feonormic Canbe hlgh by o ‘Can high, 1b.ecau.se
I . | oommltment well tramed_
~ Cost (small territory) High o | Low -
5 Control | Assu;ed _ Nof assured . |
Relations with cusiomers | Vary, can be more J.CSS effective.
.- Supervision _' effective \> _— .
3. Adaptive _ . Easy Q | Contratual : rigid
I XW‘ .
5. Selecting the right channel @

Selection of channel depends not only onjudgenilent.of marketer but also the willinghes_s
of middlemen to be a channel member, Reputed companies like HLL, Godrej, WIPRO can

attract any number of intermediaries. A new company has to-work hard to line up the desired

number of qualified middlemen.
" Activity - IV
 State the steps involved in designing a channe! system.

I T T T T T T T T T T R
D T I I R L e T e N T I R T T T T T T T T T T T R A
......................................................................

......................................................................

15 8 MOTIVATION AND EVALUATION OF CHANNEL
MEMBERS

_ Tt is true that channel members are self — motivated to do busiress. But if they are to be
~ motivated to further your business, your product, terms and conditions, relationships and strate-
- gies should be consistent with their expectatlons and needs. Then only they give top perfor-

" mance.
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Motivating channel members involves the following -
(i) 'Under_standing needs and wants of middle men; S R
(ii) Offering incentives to satisfy their needs and wants.

i Stimulating channel members to top performance must start with the manufacturer un-
' derstandmg the middlemen’s needs and wants. The means to understandmg 1hem are:

i) - Continuous, routme mformatlon collection through pr actices such’ as '-momtofing
~and interaction; : L L

i) | Colleothn of problem —specifi¢ ioformation from marr(et_ research stodies; -
i) Setting uo of middlemen’s committees; | |
_ i\;)-' . ..Conductiog conferences aod meetings. _
A general understandmg of mlddlemen interests and capabilities reaeals the following: |

. Middleman has self-interest that gurdes him to buy and sell p.roﬁtable items _

*  Heispurchasing many items from many compames to make his busmess competi-
' tive. As such, he is more a purchasing agency or a hired link of the organisation.-
He cannot think and work for any one company He is thus not interested in
maintaining separate sales records by brands sold.

- Heis interested in stocking or
' tion to fast moving brand
interested in pushing s|

l]nng brands the custorers want. He pays atten-
iscards the slow items.| As much as a company is
Oving item, he is not.

Because of this, several % amts are heard of mlddlemen S behawour Some of them

. They fail to stress a given brand |
. Their salesmen have poor quality of product knowledée
*  Theydisuse suopliers .advertising materials o

. They maintain unrefined system of record keepmg _I ‘

. They neglect small segment of customers who prefer a tradmonal product

Tlps for Motwatmnal practices

leen an understandmg of the middlemen, what do you doto Zlotivatc your middlemen?
Here are some tips for motwatlonal practices of marketers. They fall into three categories.

» Cooperation; .
* Partnership;-
o Distribution program'mmg;

1. Cooperatlon

. To obtain cooperation, most preducers employ a human relatlors approach. They use the
carrot and stick approach. They will use such positive motwators 3 higher margms special
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deals, premiums, cooperative advertising allowances, display allowsnces and sales contests.
The negative sanctions include — reducm g margins, slow down delivery, or termmate the rela-
tlonshlp .

2. Partnership

Partnérship requires building a durable relationship based on mutual understanding and -

appreciation. The manufacturer spells out policies of compensating his middle men for various
functions he expects them to perform. He obtains their agreements and ensures adherence to

such policies. Instead of payinga stralght 25 per cent sales commission, one company pays the
followmg S

‘e Five percenf for carrying the proper level of inventory;

Another 5 per cent for meeting the sales quotas;

Another 5 per cent for servicing the customers effectively; -

~ Another 3 per cent for proper reporting of customer-purchase levels;

Another 5 per cent for proper accounts-receivable management.
-3, Distribation Programming

Distribution programming aims at changing the thinking of distributors that they are on
the buying side to seeing that they are on the selling snde@ing part of a-sophisticated vertical
marketmg system. : : Q B

distributor relations planning. This departmen
ing goals, inventory levels, space and visual me
and advertising and promotion plans.

he distributors jointly plan the merchandis-
andising plans, sales-training requirements,

The manufacturer establishes a depa@hin the marketing departmeﬁt called -

Activity - V

. Give the tips for motivational practices of marketer ?

......................................................................
L T R T T T I I T T

159 ‘CHANNEL CONFLICT RESOLUTION

Channel dynamics involve cooperation, competition and conflict. A channel represents
- coalition of dissimilar firms working together for mutual advantage (rnanufacturers wholesal-
ers, stockists, retailers, etc)

They seek to cooperate with each other because;

a)  they can more effectively sense, serve and Satisfy the market

b) : they can together produce greater prdﬁts than each one normally could achieve. -
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- Channel competition arises because, the participants try to provide similar service
inputs to the customers. . : - . . o :

¢ Horizontal intertype competition is found when competitors at the same channel
~ level seek sales in the same market.In India, Super markets, departmental stores,
_provision stores and kiranas, are competing to sell FMGG products like hairoil,

~ soaps, detergents, mosquito nets etc Lo : e -

©  Channel system competition arises when different channel systems compete for a
product. For example, home appliances are today sold!by door-to-door selling,
multi-leve] marketing and conventional marketing channels.

Channel conflict occurs when competition becomes unheaithy or cod‘peration’ fails.. Coopera- .
~ tion may become difficult because of perceptual and operational probrems-. . '

*  Horizontal intra type conflict occurs between members firms at the same level of
the marketing channel. For example, dealers of an automobiles company in a city
may complain about aggressive pricing and advertising policies of other dealers of

_the same company. : L '

»  Vertical channel conflict occurs between channel members at different (manufac-
~ turers, wholesales distributors, and retailers levels). The reasons for the conflict
can be N ' - :

wer may want to pursue rapid growth through

) Goal incompatibility. A ma _
' svant to pursue p_roﬁtabili& through high margins

low price, but the dealers

i)  Unclear roles and ri TBM sells personal computers to large accounts through
its own sales force, dts licensed dealers. Territory bm}ndaries, credit for sales,
ete:, are confused and causing conflict S

i) Differences in perception.” Distributors might think that the r'nanufactu'r?r is try-
' ing to replace them when th is is-not the case : ' '

v)  Level of interdependence. Exclusive dealers, such as auto_dealers, are 'high_ly'
dependent on their manufacturers. The greater the interdependence between chan-
nel members, the greater the potential for conflict. = '

Channel conflict cannot be avoided. Hence, attem pts to reduc% it are necessary. Some
mechanisms for conflict resolution. are: : ‘ E " '

i) Channel capiain feadersh:p. If one channel member aéq uires_']leadersh ip and earns the
trust of other members; it can set a tone that will reduce the potential for conflict and.
resolve conflicts more quickly. ' ' o

i)  Superordinate goals. Met_ﬁbers may cooperate more fully whe+ they recognize a com-
mon outside threat to their survival. L ' ‘ '

iti) - Joint work. Conflict is often lessencd when channel members are able to meet more
often, '

V) Mediation and arbitration. Administrative mechanisms such as mediation and arbitra-
. tion procedures provide ways to resolve disputes when they happen.

" 297 ' v)  Communication. An effective wéy to minimize channel conflict is to have regular




communication between the manufacturers and the channel members. Most chief Ex-
ecutives today spend time with their channel members to understand market dynamics
and communicate brand’s positioning strategies. These meetings are also used to resolve

channel member’s problem. While these are many a time inforinal meetings some com-

panie_s have an in-house newslettér which they send to all their major dealers.

" This newsletter informs channe! members of happenmgs in the market place and also the
company § perspectwe of the products and markets. : :

- Activity - VI

You are a leading retailer létting out prime.shelf space demanding slotting allowance from

manufacturers. The manufacturers of toilet soaps, packaged tea, pan masdala, sharpoos and
hair oils are willing to pay the allowance you have quoted to get shelf space in the front row.
How do you resolve the conflict?

......................................................................

15.10 PHYSICAL DISTRIBUTION

. Now we are in a posmon to examing the e?fs and ways of stocking and moving goods
' from firm to customer. @é” : :

Concept

The term physical distribution refers to the outbound logistics or to the flow of products,
services and information from the firm to the customer through a defi ned. network of transpor—
tation and information.

Several tasks é.re involved in physical distribution. The main elements are
a) Order processing;
b)  Warchousing;
¢)  Inventory;
d) Trans;ﬁortatioﬁ.
Significance |
Physical distribuﬁon s @ Tmpoant eleinent in dis',tribution.
_ _(_i). Time factor

Physical distribution crearn = i md tlme utilities to consumers. Companies lose their
customers when they fail to supoky wuads on time.
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(ii}) - Cost factor _ ' ‘

‘Experts believe that substantial savings can be effected in p‘hyslical distribution area,
which has been described as ‘the lost frontier for cost economies’. Phy:iwical distribution deci-
sions when uncoordinated, result in high cost. There is a need to make use of modern decision’
tools for coordinating inventory levels, tranSportatlon modes, and plant, warehouse and store
locations. -

(iii) Promotion factor | | o

It is not only a cost, it is a potent tool in competitive marketing. Companies can attract
additional customers by ofl’ermg better service or lower price through 1mémvements in physmal :
distribution. |

Objectives

The objective of physical distribution is getting the right gbods td the right places at the
right time for the least cost. Evidently, this involves a trade—off betweelil customer service and
cost. o

Maximum customer service implies large inveniories, premium transportation and
multiple warehouses all of which raise distribution cost. Minimum distribution cost im-
plies cheap transportation, low siocks and few warehouses. |

- As such paysical distribution decisions™pust aim at optimizatidn of total system and -
not the sub optimization at the subsystem | .e., order processing, warehousing, inventory

and transportation. Q}?x ‘ :
e o

{5 - Cusiomer service

Marketers have to decfda their service standards based on

(1)  What the customers are looking for? . |

(2)  What the competitors are offering? : ' |

Typical service standards are: |

»  Putthe product within.a.n arms length of customers,
. To deliver at least 95 per cent of the dealer’s orders w1t|hm seven days of the -
' recelpt _ . ‘ :
? To ensure that damﬁge to meréhandié_e in transit does not exceed 5 percent.
(i) Cost - - ' - ‘

The next step.is developing a cost function for a service level as sl_lown‘ below.

D=T+FW+VW+$8 _ (15.1)
Where ; ' ' ‘
D = total distribution cost of proposed system : |

T = total freight cost



FW = total fixed warchouse costs
i VW = total variable warehouse costs
o S = Total coet of sales lost due to average delivery delay under proposed system.

"* The company should aim at minimizing the distribution cost of reachrng atarget level of

. customer service.,

Key Decisions

(a) |

* We will now examine the four major decision issues

O How should orders be handled? (order processing)

- (2)  Where should stocks be located? (warchousing) | .
_ 3) ‘How much stock should be held? (inventory), and

"(4)  How should goods be shipped? (transportation).

Order Processing

* The first phase in physical distribution is order - shtppmg billing oycle A customer

order initiates several steps are:

)

"

®)

Order department prepares multi copy mvorc@nd dispatches them to vanous depart~

~ ments. | _ Q

Order is checked with available stocl«Q,gn’Ts out of stock are back ordered

Items are shlpped Shipped items &ccompamed by shipping and blllrng documents”

with copies going to various departments.
The whole process is now expedited with the help of computers by warehousing. '
Warehousing

A storage function is necessary because the production will be more than customer

orders in general. Striking a balance between customer service standards and distribution costs,
marketers have to:

()

Decideona desirable number of stockmg locations’ dependmg upon the markets the ﬁrm

intends to serve

Choose the type of warchouses. Today a vartety of warehouses, with advanced material
handling systems and storage facilities are available.

Inventory Managemen_t

Inventory management requires decisions relating to:

& Level of stock — Determining optimum order quantity; :

e Time of ordering — Reorder point; -

"o Minimum stock level to meet emergencies — safety stock.
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Activity - VII

~ Today, just - in — time productlon practlces and product customization aré cha_nging the inven-

tory planning practlces

(d) Trans_portation '

_Markcters have to make careful choice of tran Sportatton organisations. In choosing a transpor-
tation mode fora pamculdl product, shippers con31der such criteria as - :

& Speed
» Frequency

Dependability ' ' : oo

Capability
» Availability
. Co_st.

What are the functions of physical distribution ?

.........................................................................

1511 DISTRIBUTION PRACTICES IN INDIA

Pharma-distribution

The distribution cost structure of this mdustry is higher as compared to other industries.

The optimal country wide dlStl‘lbl,!thIl system requires an in depth financial service analysis of
~ the system such as carrying and forwarding agents, depots and super stock keepers. .

Pharma produets go through a.few more stages than typical products. They start from factory -
and reach the final customer, the patient, through the medical professional. However the value
chain satisfaction is a debatable issue in this industry. The benefits ar generally two-way.

_ Fewer carrying and forwardin g agents handling larger volumes, for instarice; could save trans-

portation cost. Agents will be satisfied with their space utilization so long as orders keep coming
in. However, at every level of the distribution hierarchy an active salesfor{e seem to be playing

an important role in pushing the orders in the pipeline that keeps their spirit up. In all, it can be
._ stated that it is the logistics that make the di strlbutlon network proﬁtable for the company.

‘The Usha Internatlonal Ltd. (UIL), the company whlch is known for the sewing ma-
chines, also has the marketing arm of Rs, 1300 crore Siel Group seiling the industrial and farm

‘equipments as well as app]rances ‘The company has a wide dlstrlbutlon network which.in-

cludes:

. D1v151onal Oﬁ"cers(lS)
- & Warehouses (26)




¢ Company owned retail outlets (50)
e _ Exclusive sales and service centres and multi-brand outlets (5000). And

o Centralized spare parts facility centres for small appliances (8)

The UIL has a strong network of distribution channets and the products are made
available to the customer at the low cost with higher extent of satisfaction as compared to the
other ecompanies. The distribution of 5000 sales and services ccnters ofihe company provides
better access to the retailers and customers.

Jumpin soft drink of Godrej

The company had a small sales force in the beginning with a network of 17 carrying and
forwarding (C&F) agents and 95 distributors spread countrywide. Within a span of 4 years, this
number increased to about 200 C&F agents and-a 1000 distributors. However the channel
length is limited to two-tiers only. :

Weighing Machines (Avery India Ltd}

Avery [ndia Ltd has a concept of marketing products through its company sales force.

Avery has no dealers. The company has 780 sales engineers out of over 2000 employers
located at 86 stations spread all over the country. The engineer ~marketing executives collect
orders, place products and attend on post-sales requirements. Avery depends heavily on insti-

" tutional sales. It sells brands to the client who recognisets quality and do not hesitate to pay 5
to 20 per cent morc than the local brands. Hence, A@s selective consumers and carefully
segmented markets in the country. : ?'* '

j N\
1512 SUMMARY . @

Distribution is important from firm as well as economy point of view. A channel of
distribution links marketer and consumer directly or through intermediaries. Distribution is an
ancient function, a key external resource, a link between selter and consumer, a channel wiih
flows and complex in nature. Contemporary marketing chaonel include new intermediaries like
NGOs, cooperatives, and self help groups. New approaches like network marketing and web
marketing have revolutionised distribution. Channel structures present vertical, horizontal and
miulti-channel marketing systems. Vertical marketing system is of three types - corporate
administered and contractual.

Channel management has significance becase the decisions are critical; they have long
range impact; channe! dynamics are complex, design decisions are difficult and performance
‘depends on management. Intermediaries are of broadly three types — merchant middlemen,
agents, and facilitators. Five levels of channels are identified representing direct, and with a
few to many intermediaries. The flows in a channel are information, promotion, negotiation,
ordering, financing, risk taking, payment and title. ' ' '

- Motivating channel members is important. The popular motivating practices are coopera-
tion, partnership and distribution programming. Chanriels once designed do not remain unchanged.
Evolution with product life cycle, consumer preferences, market expansion and innovative dis-
tribution is quite common. Another important consideration 1s channel conflict. It arises be-
cause the participants try to provide similar service inputs to the customers. Horizental intra
conflict occurs between members of same level. Vertical channel conflict accurs at manufac-
turer, who]esaler or relaﬂer level. Reasons can be — goal incompatibility, uncleéar rale and rights,
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dlfferences in perceptlon and level of mterdependence Some of the confhet resolution, tech- :
niques are — channel captain leadership, super ordmate goals, Jomt work, medmatlon and arbltra-
thIl and eommumcatlon

Physrcal distribution refers to the outbound logistics. The main eleme'nts in thlS part of

-distribution function are: order processing, warehousing, inventory and transportatlon The ob-
jeetlve of transportatlon is to maximize customer serwce Ievel sub_]ect to cost constralnts
| : o .

_15.13 SELF ASSESSMENT 'QUESTI_ONS o

'I.  Short Answer Questions

) o I .
1. Define the term channels of distribution? '

i |
State the tips for Motivational practices

- What are the problems of the channel management

. . : II
Explaln the evaluation of channels. -

What is channel conflict 9 State the reasons?

Descrlbe the distribution practices of some products in Indla

2
3
4
5
6. _ !
7 Explam vertlcal marketlng SYstemé\iénbunon S |
8 Highlight the importance of

9

. |
| management -

. i
. 9. - Explaintherole and 1mpo@ce_of i_ntermediaries - |
- I Long Answer Questions | A
| 1. Explam the concept and significance of marketing channels. | |

Identify the contemporary marketmg channels

What do you understand by horlzontal and multi channel marketmg system>

I

|
- : . ) III|
Examme the factors influencing channel design decisions

Dlscuss the merits and demerits of dlfferent levels of channels

& B W

| _
"Howdo you monvate channel members? What are the common complamts agamst
them?

: S, lI B
Why do channel conflicts occur? How do you resolve various forms of ehannel
: conﬂlet‘? .

. I S

. S :

What are the key demsmn areas in phvswal dlstrlbutlon‘? Explam the trade-off in its
deelslons : '
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15.15 KEY WORDS

Channel of distribution

Vertical marketing system (VMS) :

Merchint middiemen

Agents .

Facilitators

Distribution programming

_ Chanmnel conflict

Physical distribution -

_ Or pOsSS@eR}
cons s

It consists of producer, consumer and any
intermediary organisations that realigned to
provide a means of transferring ownership (title)

\3 of a product from producer to

ssionally managed and centrally pro-

med networks, pre-engineered to achieve op-

erating economies and maximum marketing im-
pact..

Intermediaries who take title to the goods and ser-
vices and resell them. Ex : Dealers, wholesalers
and retailers

Intermediaries who do not take title to the goods
and services but help in identifying and even ne-
gotiating with customers. C & F agents, brokers
and jobbers. :

Independent business units that facilitate the flow
of goods and services from the producer 10 the

- customer without taking title to them.

Producer planning jointly with the distributor the
merchandising goals, inventory levels, space and

visual merchandising plans, sales training require-.

ments, and advertising and promotion plans.

Difference of opinion among channel members
owing to limited sources or opportunities.

It refers to the flow. of products, services and in-

* formation from the firms to the customers through

a defined network of transportation and
information.
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UNIT-16: E—- MARKETING
Aims and Ohjecfives : | |

After going through this Unit, you should be able to :

* understand the concept and features of E-commerce;

discuss the web marketing issues;

explain concept and applications of telemarketing; and

* understand concept and practices of Customer Relétionship Maf:ke_ting.
Structure | | |
16,0 - Introduction

6.1  New concepis

16.2 E - Commerce : The New Platform

le.3 - Web marketing

16.4 Tele Marketing

16.5 .Customchélationsh_ipMarkcting Q\b :
166  Summary A
16.7 Self.Assessment Questiéns% . |

16.8  Further Readings | |

16.9  Key Words

16.0. INTRODUCTION _

As you have observed marketing management is undergoing revolutionary changes in
the knowledge society and emerging global environment. Changes like shift from domestic
family owned businesses to transnational business houses, expansion in market boundaries
from local to global, preference to customized products. in place of standard mass producs,
growing interest in-consumption in place of savings, and increasing awareness (:?f]ifestyles
worldwide are visible. Consequent itpon this, there is a heterogeneous customer base which

- demands novel, more-advanced techniques of marketing. i

Now-a-days almost all the companies have started their business not only ti]rough old
methods of selling but also via electronic media i.e., websites to inform, communicate and
promets their products and service. This is done throu gh development of interests and extranets.

16.1 NEW CONCEPTS

Some of the recent trends in marketing are e.-commerce, web marketing. felemarketing
and customer relationship inarketing. All these are new techniques of makéting solenhance

custonter satistaction through provision of benefits in vasious siages of consumer buying and

CONsSuMption  process,




. E- Commerce - Busmess through internet which is becommg popular reachmg a net
worth of$ 300 billion. - _
e Web Marketmg——Marketmg products and services by creatmg websites or company
portals :
. Telemarketmg —Salesperson initiating contact w1th a shopper and closm ga sale over |
' telephone :
¢  Customer Relat1onsh1p Marketmg—Company activities aimed at creating, maintaining

and enhancmg_strong relationship with customers.

162 E — COMMERCE : THE NEW PLATFORM

Compames all over the world are finding E- commerce as the new platform for the

business in the years to come. The application of E-commerce it the development has resulted -
in a paradigm shift in the business practices’ world wide. It is also 1ermed asE busmess E-shop

and E-market,

There are some successful orgamzanons in India which are able to leverage through

— technology by cutting costs and increasing efficiency.

" e LG Indiawhich has 25% of its dealer sales on line, expects to save Rs 40-70millionsona

- . base of Rs 3800 millions of local partslprocurement is year. LG electronics could cut its
monthly telephone bills from Rs 9 millions to Rs ns by using on line internal chat.

e . SmithKline Beecham and HLL have reahza%hngs ina range of 17-35% through re-

verse auction.

. TELCO the automobtle giant could reduce 1nventory from 65 to 20 days by usmg web
enabled value chain management software. - .

) Maruti’s extranet links it with 215 dealers and 300 suppllers It has tie ups wrth Bank of

America, Corporation Bank and ICICI Bank for payment gateways. lts e—auction for-

conversion from diese] to CNG of 17 fork lifts led to 40 per cent savings.

. Amul has leveraged its website to build a database of 1,10,000 customers. It receives

15,000 e -mails a day. The company uses e-mails to conduct market research, gauge
customer expectations and promote new products like ice cream flavors.

As you have noticed Electronic-Commerce( ¢-commerce), internet, mobile commerce,

B2B, B2C, email databases and www are the additions to our IT vocabulary. The worde- -

commerce is coined by the chief software architect of the world, Mr. Bill Gates.

- 1. Evolu_tion of E-Commerce

Commerce, the exchange of valuable goods or services, has been conducted for thousands of
years. Today, we think of commerce as conducting business, in which buyers and sellers come
together in a marketplace to exchange information, products, services, and payments. Tradi-
tionally, business has been conducted in physical buildings, often referred to today as brick-and-

~ mortar marketplaces. When the marketplace is electronic, business transactions occur across

a telecommunications network where buyers, sellers, and others invelved in the business trans-

action — such as the employees that process transactions — rarely see or know each other and -

may be physically located a_nywherem the world: This process of buying and selling of products
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+ and services across a telecommumcatlons network is often called electrcm'c commerce; and the

electronic market place is sometimes called a market space |

o

The initial development of electr'onic cominerce began in the 19605 and!1970s, when banks
began transferring money to each electronically using electronic funds transfer (EFT), and
- when large companies began sharing transaction information electr(ltmcally with their
.supphers and customers via electronic data interchange (EDY). Using EDI, companies -
exchange information electromcally with their suppliers and customers, called trading
partniers, including mformatlon traditionally submitted on paper forms|| such as invoices; .
purchase orders, quotes, and bills of leading. These transmissions gemerally oceur over
_private telecommunication networks called value-added net works, or VANs. Now small and
“medium — sized companies (and many large companies) are beginning to use the Internet, which

is a less expensive network alternative to VANSs for the exchange of 1nfohnat10n preducts,
-services, and payments. s : o

2. What is the Internet? - _ B o |

To understand the Internet, you must understand networks. A network is simply agroup of two
or more computers linked by cable or teléphone lines. The group of linked camputers includes .
spécial computers called servers that provide user access to shared resources such as ﬁles
programs and | prlntcrs o o
' ' 1
The World Wide Web (www) also called 51mply the web, is, therefore, a subset of the Internet _
where computers called ‘Web Servers stor. uments that are linked together by hypertext
links, catled hyperlinks. A Hyperlink c§n'b€ a text or a picture that is asspciated with the
location (path and filename) of ano cument. The documents, called Weh pages, can
“contain text, graphics, video, and ﬁa’as well as hyperhnks A Web site is a collection of
related Web pages. A Web browser is a software application used to access and view Web
pages stored on a Web server. The two niost popular Web browsers at this wrltmg are Mlcrosoft
Intemet Explorer and Netscape Navi gator |

"3 Concept of E'—_Co'mmeree o | ) . - ._ |

Electromc Commerce (E-commercc) refers to use of computerlzed sylstem in selling
‘and distributing products. it can be described as “the buying and selling of information, products
and services via computer network”. This can be supported by a digital mfrastructure called

World Wide Web (WWW). Interactive medla like text sound and video are connected to an
. open net work. . _ . |

E — Commerce is more than just buying and sellmg goods, it is about ‘nurturing of
relationship between consumers and organisations, between corporation and lﬁS employees,
between government and the peop le it serves and between mdustry and society. |

: : |
4. Functions S S b

There are mainly four functions of E-commerce. o 1

© e The Commumcatron Function. Ttis aimed at the dellvery of mformatlon andf‘or docu-
: ments to facilitate busmess transactlcns at greater speed and accuracy. -’l

. The Process Management Function. Tt covers the automation and 1mpr‘pvement of
business process (i.e. transfer cf data trom one computer to another computer)



e Service Management Function. It is the application of technology to improve the qual-
ity of service. Mainly customer service is greatly enhanced due to the website’s capabili-
ties.

e Tramacnun capab:!ztau Function. This function prowdes the ability to buy or scll on
the internet or other on- line services.

Thus the objectives and functions of E-commerce focus their attention on lmprovmg and strength-
ening the husmess performance.

5. Scope of E-Cummerce

E — Commerce covers a wide range of products and services and people.

Model Description Types
B2C Business to Consumers, sells products or |e-retail(e-tail), brick and
services to consumers - |chck companies, virtual

_ malls, catalog merchants.
B2B Business to business; sells products.ot [ 3oy Store fronts

services o other business or brings mul- | B2B Aggregators
B2B Trading hubs
tiple buyers and sellers togethcr in @&é B2B post and browse mar-

kets
tral market place ?‘ B2B Fully aut()mated ex-
' Q - ichanges. -
B2G Business to govenunent ; busmess selling - -
to local, state and central government
: Consumer to consumer, consumer sell
C2C o
. directory to other consumer o
C2B | Consumer to business; consumer name Reversc auction Bids.

own price, which business accept or de-

cline.
Following arc some of the examples of € —~ commerce applications
a) Electronic Retailing

Electronic retailing is selling products to external customers through a computer net-
work rather than through traditional retail stores or person-to-person sales processes.

Changes in the process of making airline reservations show how much is at stake in the
way people purchase things. We will now see three of many possible processes for purchasing
a seat on a flight. Using the first method, the customer works through a travel agent who uses
a published airline guide but need to call individual airlines to determine seat avaitability and to
make reservations. The second method shows the travel agent using a computerized database 303
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) Electmmc Banking , Q - S

- of flight availability information. The third method depicts the customer usin gthe. web to make
- the reservation directly, bypassmg both the trave] agent and airline personne] In the first'and

'second methods, the travel agent plays the role of broker by using mformatlon and expertise not -
readily available to the consumer; in the third method, however, the: mformatlon system allows
the customer to bypass the agent, and the travel agent loses a COI‘I‘IH‘IISS]OH '

A traveller’s choice between a traditional travel agency ahd an electronic one
depends on whether World Wide Web access is readily available, whcther. it would be quicker to
use the human travel agent, and whether the price or seat availability mlghl be better with either

_choice. Some travel agencies are still thriving, however, because their busmess approach isto .

provide spe(;lal services that are more convenient and more valuable 1har1 what one can fi nd on
the web.

b) Eléétmnic Stock Trading S _ 'i

By 1997 web-based information and transdction capabilities sparl;med most of the cus-
tomer involvement cycle for buying and selling stocks and bonds. Private investors could obtain

~readily available data and analysis sofiware to identify stocks they warted to buy and sell.

Some of it .could be accessed for free from the home pages of companies providing search
engines and other services not specifically related to finance. Investors could make the
purchases through Web transactions, touch tone phones, or human agents Their stock and

‘bond holdings and transactions could be tracked. They could obtain custorner service informa-

tion about the status of buy and sell orders.

N

The banking industry rt@h computers for decades before elec’tromc banking cre-
ated new ways to provide servic first. step in electronic banking for k;onsumerq was the
advent of automatic teller machines (ATMs) popularized by Citibank in the late 1970s. Thanks
to ATMs, Citibank tripled its depositors from 197810 1987, mcreasmg its- Iocal consumer market
share from 4.5% to 13%. ' |

The next step in electromc banking for consumers is to provide additional bankm}, servicesand

|  transactions through personal computers linked to the Web or to private netwq)rks Inadditionto

providing history and bank balance information, electronic banking permits people to pay bills
without writing checks. The electronic bankmg customer starts by identifying checks that are
written to the same payee repeaiedly such as checks for rent, watet, clcctric;ty, and car pay-
ments. The electronic banking system makes it possible to enter the amount of the check and
then have the bank transfer the money into the payee’s account without ever handling a physical |
check. For fixed payments such as rent, the amount car be entered once and then transferred -
automatically each month. For the customer, these electronic banking functions eliminate the
annoyance of balancing a check book and some of the uncertainty about whcther or not the -
check arrived. Forthe bank, the computer-to-computer transfers performed m electronic bank-
ing are more automatic and less expenswe than processing paper checks for liandlmg payment

transactions.

d) ElectronicPuhlisliing : . | '

Publlvhmg has *aken on a new meamng in the world of electronic documenls Traditional

~ publishing involved designing and producing a fixed document, such as a rnagazme or book, and

distributing paper copies of it. Electronic publishing still involves producing thc documents and.
dlstrlbutlng it, but the shift to electronic documents brmgs a wide range of new possibilities.




" During the productlon process the document 1tself canbe oustommed to the needs or transfer of
- specific readers, A multimedia document can augment text and graphics with audlo video, and

models the user can execute.

User controls that can be designed into the document include scroll bars, outlining, active inter-
nal links, links to other electronic documents, and even links to page on the Web. The document
canthen be distributed in paper form or using a variety of eleetromc media including disketters,
CD-ROMs, and access through the Web. The document can be sold as a ﬁxed, resaleable
object like a CD, or it can be sold more like soﬁware based ona llcense that may be time-
limited and may prowde upgrades. :

* TheWeb provides one of the most intriguing areas for innovation in eléctronic publishing. Many

print periodicals such as newspapers and magazines have created Web sites that provide ex-
cerpts from current editions and, in'many cases, provide access to past editions and even search
capabilities for finding information about specific topics. Some provide free access, but others,
such as the Wall Street Journal, charge for access to archived articles. In similar fashion, a
great deal of product-related information is available for free or on a subscription basis. One of
the most significant trends in Web publishing is the juxtaposition of published content and adver-
tising. Just as ithappens with television programs, advertisers view the electronic publication as
a way to contact potentlal customers whether or not the authors had somethmg very different in

fnmd

6 Making E- Commerce work

E-commerce brings fascinating possibilities, but i(s SuCcess depends on resolvmg a num-
ber of tricky praetical and technical questions. For %nple '

Kl How does the merchant know that the «pe@l buymg something from a website is not an

impostor?

‘e How does the customer know that the -'website’ is not fraudinlent? y

1t is here that E-commerce needs a system to validate transactions and protecting messages in '

transit and transferring of funds.

a) Validating Transactions

{ .
The. feasnblltty of consumers- performmg transactlons using personal computers and

networks depends on the development and implementation of effective schemes for identifying

buyers and sellers and validating transactions. Fraudulent purchase transactions involving forged -

checks, stolen credit cards, and other types of fraud are already a multi-billion-dollar problem.

_Existing user name and password schemes are effective enough for restricting unauthorized

- access to private information in research reports and archival’ database on the web, but they
* aren’t powerful enough to protect agamst fraudulent transactions that could create financial
. havoc. : ¥

- recipient can use a public key, another number associated with the sender to decode the dlgltal :

~ An important step toward finding a practical way to validate transactions is the devel-
opment of digital signature, which serves the purpose of a written signature by. verifying the
origin and content of'a message. A digital signature is a number produced through complex
calculations involving the message 1tself and a private encryption key unique to the sender. The

signature and thereby verify that the sender actually sent the message
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During a transaction, each party may want to verify the identity of the other party. This
authentication can be done using a “trusted third party” called a certification authority. Thisisa
company whose business consists of issuing digital certificates that provide an independent
confirmation of an attribute claimed by a person offering a digital signature. A digital certiftcate
is a computer-based record that identifies the certification authorily, idéntifies the attribute of
the sender that is being verified, contains the sender’s public key, and is digitally signed by the
certification authority. Digital certificates enhance the security of electronic commerce. For

- example, Visa provides digital certificates to card-issuing financial institutjons, and those institu-

tions provide a digital certificate to the cardholder. At the time of the trahs)action, cach party’s

-software validates both merchant and cardholder before any information is exchanged.

b) Transferring Fusds '

_ Debit cards, credit cards, smart cards, and elcetroriic cash are altérnatives to cash and
checks for making payments. All of these options can be used to transfer!funds. Specifically:

o Credit cards create a temporary loan due-within a month after the dlredil card statement
arrives, : : .

. Debit cards transfer money from a buyer’s bank account into a seller’s bank account,

. Smart cards store a monetary value that can be increased by using a vending machine to

+ transfer an amount such as $20 to the card, or can be decreased by using that card to pay
for copies in a library or for telepho‘@ai]s at a properly equipped pay phone.

. Electronic cash is like a smart ga@xcept that the cash balance is stored inside a com-

. puter rather than on a card,

The idea of electronic c&ransﬂars the concept of a stored value card to a Web based
environment. A person wishing to use digital cash, transfers moriey to a: banllk, which transfers
the same amount to a digital purse that plays the role of a smart card in the computer. A user
wishing to pay a small amount for accessing information or playing a game ot the web simply
transfers digital cash from the digital purse to the online merchant. Unl ike a credit or debit card
payment, the payment transaction is completed when the electronic transfer occurs. No record
of who paid for what is necessary because the information regarding the pur¢hase is delivered
iminediately and because the amounts are small, perhaps even fractions of a‘penny.

_ - Digital signatures, digital certificates, and digital cash are all part q:lf a new wave of
identification and payment options that are be ing developed. These options extend an earlier
wave of options based on checks and various kinds of physical cards. The challenges of
moving in this direction combine technical, commercial, afid societal issues. The technical
issues involve tradeoffs between security, cost, and convenience, with the most secure ap-
proach being to simply avoid Web-based commerce. The commercial issues emphasize the-
merchant and customer’s willingness and ability to adopt the new methods and to integrate them
with existing business processes. The.societal issues range from how the government will
handle regulation and taxation tc whether electronic commerce will become a way to exclude a
sizeable part of the population from economic life. ' |



Activity -1
i) Explain the concept of E-commerce. |

........................................................................

.......................................................................

......................................................................

163 WEB MARKETING 3 .

The 21* century customer has several options to choose from. Unless yOou are unique,

" you cannot gain his attention. So you need have to make strategies for success. A comprehen-

sive web strategy is complete only when:

e - It attracts, invites and dlrects web surfers to the web .presence that has been created web .

promotion; : : \) : -

e It manages to keep coming back regularly. Q

1. WebSite design and launch . @Q» ' '
. ’ . ' . . . . E
The objectives of a site may be: ' '

B Generate awareness for a product brand
. Build corporate image
¢« -Generate sales enquiries
®  Build anunderstanding of and relationship with customers via an inexpensive medium

; Conduct e-commerce

" The following guidelines help design the right website.

5 i) Length of the page should be short and inte.resting

ii) It must be different from all other web pages. Use attractive graphics and texts.

i) Organize your website into a branchmg tree that starts with your home page and branches

out into subsections of headers faet | paper narratwes forms, thumb nail galleries, pic-
tures, link pages and so on.

w) [nd1cate your corporate logo at the top of every page

V) Provrde for interaction. Surfer should be given an opportunlty to mteract with you, ask
general quesnons

vi) Make your website multllmgual S0 that every visitor chooses his or her preferred lan-
guage ) : _ : o 307



. vi) Daily and weekly updatmg of products or information is a must Every tlme the curious

visitor finds somethmg new to meet hlS requirements. -
I

viii) Provide order form on a separate page along with a toll free phone |number Customers

- would, enter ¢atalogue numbers and quantity in the form and would ;rress ‘submit’ button
- when they*ve done -

. ’ I .
. Everywhere you describe an item, include its price. Price should be in US dollars be-
- cause these are exchangeable through out the world. Provide a place for customer to
“enter a quantity and add a push button “Add to shlppmg cart”

| S
X)  Provide your standard shipment policy. Say for example “In stock ~ ~ 24 hours shlppmg

guaranteed”. Let customers choose from shipment method. Make' sure your total in-
clude shipping costs and sales tax if that is appropriate. - |

Display calculated d1scount prommently on order form, Dlsplay bold undlscounted total
and your customer’s special price. Offer a discount to people who order through web
The dISCOUHt is _]llStlﬁcd because your transaction cost drop a]most to zero.

- xii)  Test Your Web Site with a Beta Launch ' | B

- Software companies allow users to test their software programs, whlch is called a beta
. test, before selling them to the public, in order to find problems—called bugd—in the software.
For the same reason, it is a good idea for an e-business to test jts web site \Mth a beta launch.
- By allowing visitors to test its web site before marketing it to the pubhc an e-busmess can get
crltlcal feedback and make necessary changesbefore wide public exposuré to the web site.

site for publlc use must begin. B there is a large time between the lmplementatlon of

- marketing initiatives and their effe the publlc the marketmg eﬂ'orts must begin before the
- official web site launch.

- Whilea web site beta launch j EE @iﬂg conducted ‘the marketing planlto ]aunch the web -

: 2.'Web Promotion o _ - o
. : : i

. One of the fallacics of the marketmg approach adopted by many early e- busmess firms
was the attitude that “If we build it, they will come”. Even when viewers use search engines -
and directories to locate web sites. more closely focused on their interests, the huge volume of
available web sites may make it nearly impossible for any specific e—busmess s web site to

appear in the viewer’s search list. Unless an ¢-business makes a special eﬂ"oi't to let potentlal |
viewers know how to find its Web site, it is likely to have few wsnors

A comprehensive llstmg of the various optlous avallable are: !

(a) Promoting via other sites | S . . o
| Banner Advertisements ' U |

_ Banher exchange schemes | - . _- | - o
~‘Web Rings IR | - - o _ |
Search Eng_ines'l- o : . . L | | . o
Affiliate Programs. - - | . : o |

(b .Promoting via your own site - '. S !

) . . . ) I
308 , C e o '
L Domain Names Registration -




. E-Mail anlci E-Zine
- Contests
Bu.i]ding Communities—World of Mouse
Recommend-It.
(c) Prornoting Eleewhere on the Web
Subject-specific outlets
~ Get reviewed
Get ari-award.
(d) Prornoting off-line
Use your URL
- Get some press:

Banner Advertisements

Banner advertising is an on-line advenising_ technique where small (usually about 6.5” x

.8” or 400 x 40 pixels or 486 x 60 pixels) advertisements are placed on pages of a web site and

are hyperlinked to the advertiser’s website. The bannerjs¥e first thing seen as the page loads.
These banner advertisements can contain logos, amm@ns and Messagesas well as 1nv1tat1ons

o “click here”.
&

Under this, you would display a banner of others on your site for your banner to be

Banner Exchange schemes

displayed on another site.

Web rings

A ring is a collection of sites that agree to link to each other on the basis of sjmilarity of content -

and/or target visitor. They are increasingly popular. ways of trading links with similar sites.
Their purpose is to allow more visitors to reach member sites quickly and easily.

Search engines and directories

One way to stand out is to make certain all ma_;or search engines and directories have informa-
tion about the e-business in their indexes. Your web address (URL) should be easily available to
surfers. For this, register your site with major web indexes, like yahoo, Lycos, Allavista etc.

you ¢an also register your website free of cost eg: Four //(http://www.Four//.com). Thisis an"

on-line directory that enables people to reach you by phone or E-mail you may also join who

where? (http://www.whowhere.com). You can add your E-mail address company name and -

home page to its direetory. at no charge

- The first step in submlttlng web site 1nf0rrnat10n is to carefully prepare a short descrlptlon Next,

an e-business usually submits a set of approximately 25 primary keywords or phrases that
potential viewers might enter when using a search engine or directory to locate web sites similar
to the e-business’s web site. These keywords siould not duplicate the description, but comple-
ment it. Last, a directory generally requires information abotlt an e-business’s designated
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contact person. Figurel6.1 illustrates the description and the key Words submitted ‘by
foodlocker.com to various directories. ' !
Figure 16.1 Sample description and key words | |

Description: ‘ |

. : o _ |
Famous restaurant specialties and regional delicacies. Local food and hatd to find. Food
| you never forget ! : ' : :
Key words: |

. _ : |

Specialty food, regional food, comfort food, local flavors, great food, homk style cooking,
food from home, online food store. ‘ i '

Affiliate programs i
Affiliate programs are also known as referral programs or partnership programs.
They offer a relatively simple way to attract the targeted audience of gimilar sites and to

getierate traffic and sales on your site. Only sites that sell goods or services online usually offer
affiliate programs. . I

E-mail : ' |

tive marketing communications method. il is perfect for several mdrketing objectives

E-mail is the oldest and most effective{;“?ush technology” aVaiIableL E-mail is a proac-
inciuding: - '

v l
1. Building traffic to your sit%Q," ' S |

2. Providing a direct marketing offer |
. : |

3. Announcing a new product or building brand awareness I
: _ o

Contests : !

|
! L Contests capitalize on the “fun” element of the Web and involve target audiences in an

| i experience rather than a marketing onslaught. - _ |
| The range of .contests that can be run are:

bpinion péh’s _ | .

E Sur.'v.:'y and/or feedback tucky draws - | | !

Online animated games . _ : . !
Build a community _ : ' !

The World Wide Web began as a forum of people from across the world sharing ideas
and research. The most effective and time testeéd prometion for any web address is what is
cailed “Word of Mouse™. Word of mouse is when Internet surfers share their experiences with . -
other Internet surfers either recommending site or waming others against it. Word of mouse is

- particularly powerful when surfers with the same interests t communicate with one another on
ot about your site. . . _ |
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' ,%Recom_n_l__end-it

Recammend-it is an Internet service based on “word of mouth”. It gives youa way of

putting up a link on your web site that gives visitors an easy interface in which they can fill in the
-e-mail address of people they want to recommend your site to. The idea is to enable visitors

~who really liked your site to let others know of your URL by way of easy interface that elimi-

nates the need to open a separate mail program.

Promotmg elsewhere on the web

. Reg:ster at association sites: for example India mart, F IEO India classﬁ“ eds specnﬁc
product assocmtlon sites. -

. Register at category journal/magazine sites: And other interest sites in the category.

Listing your site at group sites with the same interest profile, same businesses, similar
* purpose for being on the web can lead to'economics of site maintenance and promotion.

Large dlrectory sites can organize Jomt promotions for all sites listed in the directory.

' They also have the advantage of being more popular with Internet visitors as they offer a wide
choice of products/services/information rather than being limited to one company/service.

. Promoting off Line

Use your URL like a brand name. Keep r g your target audience that you are
available on the net. Promote your website eve e or rather cross promote

. Put your home page address on all y@g usiness cards.

e  Putiton your stationery say, letter heads
e - Putitin all your ads. Mention your URL in promotlon in any other media — TV, prlnt lee
~aprominent place to your URL in corporate greeting cards. :
. Encouq‘é_ige customers with off-line queries to visit your web site for product/service/
business details.

3. Web marketing evaluation
The performance can be evaluated by the following methods.
- A. Benchmarking

Setting performance-based objectives and then measuring actual performance against
those objectives enables an e-business to make effective decisions for both its current opera--
tions and its long-term strategies. The process for setting benchmarks includes:

Del‘ermme the goal(s): The first step in benchmark a web site isto determine the web site’ S

operating goals. For example if a web site goal is fo increase sales, then the e-business will look .

for an increase in sales aitributable to online ordering. If a web site objective is to reduce
operating costs, then the e-business will look at the change i in ‘operating expenses over time, both
. i total doliars and as a percentage of sales '

—

- Set benchmarks: Once the web site’s operating goals are de_terrnined, the e-business must

then select the performance-based objectives, or benchmarks, to be measured against. These
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benchmarks may. be developed from the actual performance of similar eompames or from
industry averages. For a brick-and-click e-business with historical brick-andmortar perfor-

mance, the benchmarks may also be based on expected annul increases oyer that historical
performance. 'When detenmining its web site benchmarks, it is also a good idea for a new e-

business to look at similar brick-and-mortar business as well as similar e-businesses.

Compare actual results to benchmarks: Once the set of benchmarks has been determined;
the e-business should compare a web site’s actual results with bench marks, to determine if the’

~web site performed as well as, better than, or worse than the benchmarks.

Draw reasonable conclusions: Whether the web site meets its benchmarkior not, it is mOre

‘important that the e-business’s management arrives at meaningful conclusions pn why the bench-

marks were or were not met or exceeded One measurement of web site performance 18 return

- on investment. _ _ l

B. Return on Investment

I—Iowever, an e_-busineés must also be concerned with the ROI of its web site opera-
tions; and this ROl may not be initially measured as increased profit. ‘There are many other
ways to achieve Web site ROI that do not necessarily increase profit in the sFmrt run, such as:

- Customer satisfaction: One of the primary returns on investment that an e-business generates

is-an increase in customer satisfaction. Although this miay not be immediately measurable in
doliars, it should lead to increased revenues ams%oﬁts in the long term. ‘

want to know that the capital they are ing is generating additional sales, hich they expect

Increased sales: the ROI that most e-b Q&ses are looking for is an increase in sales. They -
will lead to increased profits. gﬁ , - S ‘

C. Log file analysis.

" Web servers record all of the events that they process to files called log f' les. hvery
time a browser makes a call to a web server to download a web page, view an‘lmage o1 submit
a form, thls event is recorded in the web server log file. :

1"he tollowmg are examples of pieces of 1nformatlon that can be otltamed from web
server log files.

Visitors: Visitors are the actual number of viewers to visit a web site. A coamlLof actual visitors
is more meaningful than the number of hits. A hit is a recorded event in a web site’s server log
foreach element of a web page downloaded to a viewer’s browser. For e nple, if a viewer
loaded a web page with four graphics in his or her browser, the web server vlrould record five
hits (one for the page and one for each. of the four graphics). While early industry measure-
merits were largely devoted to the number of hits at a web site, a hit actually bears no relatlon-

“ship to the number of pages viewed or visits to a site. _ ‘

Page views: Page views sometimes called impressions indicate the number, of times a given
page has been viewed,. Page views can be exammed to determine which people are —and are _
not — lookmg at a web site. : :

Page views per visitor: By dividing the number of Ipage views by the number of visitors, the
number of page views per visitor can be determined.. This is a useful measurement of how deep
visitors are going into the web site.. A larger number means that visitors are lookmg at more

_pages and are likely to be %pendmg more tlme at the web site. ‘




IP addresses: 1P addresses -can be used to determine a viewer’s origin by looking up the
domains that correspond to the IP addresses. Analyzing IP addresses enables an e-business to
identify approximately from what countries its web site visitors are-coming, as well as from
what networks, such as AOL, MSN, or a university campus networks.

Referring URLS: A referring URL indicates how visitors reached the web site—whether they
keyed in the URL directly or whether they clicked-a link from another web site to view an e-

business’s web site. If the referring URL is a search engine, the search terms thd'[ the visitor
used can usually- be determined form the URL.

Actwnty I1

i) Explain the site objectwes

164 TELE MARKETING

Tele marketing, the app!iéation of telephone to direct marketing efforts is the largest

direct advertising medium in developed nations like USA. It is now becoming an important part
of an integrated marketing communication program in developing countries like India.

1. Concept and Objectives

" Tele marketing takes more than just telephones to get results. The most effective
telemarketing programs make use of the latest technologies incleding communications hard-
ware and software, particularly data base technologies. A well planned telephone marketing
program is a carefully thought out and controlled activity which identifies and satisfies
customers.

The objectives of telemarketing are:

. To reach a customer in a personalmed cost-effectwe mtcractlon that meets customer
needs,

. To identify the potential and actual members of a firm’s targét market

. ~To build aﬁd maintain satisfactory customer relationships
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e To support dlrect mail, catalog; prmt advertising, commercial bro dcasting, -and/or
.- field selling, and some times to replace sales representatlves in h ndllng margmal
accounts. :

2, Scope of Tele marketing

Tele marketing is a powerful tool because it has ability to creaté a positive image through .
a personal interaction with a customer or prospect. The scope of telemarketing is limited only by o
the imagination of the direct marketer. According to Fldel(1987), the seven most significant uses,
of tele marketing are the following:

1. - Selling, including outgoing and ineo_min'g calling,

Setting QUaliﬁed appointments

 Generating loads

Providi'ng-customer service

2
3

4. Surveyibg.
) __ .
6 Ad’vemsmg (publle relatlons)
7

Pursumg eollections f

- Selling g R o \>
- Tele marke,tmg-based sellmg mvo@utgoing (or outbound) solicitations for a firm’s -
- products or semces Selling by telepho most préfitable telemarketing ppplication. With,
“existing customers, it can be used t reorders sell additional produ S or serv1ces or
increase the volute of products purc ased It can zlso resell inactive customers, sell new -
prospects, and hemdle smaller customers that are not profitable to sell in person. Incoming {or
_inbound) telemaﬁketmg must be used in conjunction with some other method of promotion such
- as dlreet-response television advertising, print placements, or direct mail. In this tale, telemarketing
prlmarlly 1nv01ves order taking because the buyer sees an offer and calls t6 place an order.

S_ettmg Quallf ed Appomtments '

Settmg quallﬁed appomtments involves calling prospects quallfymg them, and setting -
appointraent for salespeople. Even though salespeople may have much more knowledge about
- the firm’s product line, telemarketers can also do better because of their concentrated focus on
prospecting. Without the burden of prospecting, sales people are free to spend more time -
'sellmg, whlch sharpens their selling skills and improves their c]losmg ratios.

Generatmg.Lcads o - - ‘

expressed an interest in the product or service offered by a firm. As a resullt, the prospect IS'

contacted by alsales representatwe or is sent more mformatlon to stimulate
A ' f _' o

A lead- geneféting program provides a source of information about p‘:fspeets who have

sale

Surveymg
_ Some firms use telemarketmg surveys to gather market data about customers and _
prospects, including informaticn about who makes the decisions in the hous¢hold or business, °
‘what the eustomer(s) product heeds and pa‘oduet purchasmg plans ThlS |et1v1ty glves two !

3_'1.4 - benefits. - {




1.~ It generates leads by identifying potential cér_ldidates for future selling.

2. Theinformation collected through surveys is entered in a database for further reference.

Provid_ing Customer Service

Telemarketing is also used in connection with a customer service function. Customers

call, for example, to inquire about where their order is, to complain that they have received the

wrong products, or to report that their shipment has been damaged. After solving the customer’s
problem, the customer service representative may take the opportunity to announce new pr0d~
ucts-or product modifications, along with price information. -

Advertising (Public Relations)

Advertising that serves publi;: relations function involves calling companies or individu-
als that could benefit from a firm’s products or services and describing the opportunity to them,
Such calls are scripted in much the same way as general advertising copy. The caller commu-

nicates about a new product or service or a modification to an existing product or service. No

sales attempt is made on this kind of call because it just informs the other party of something he
or she should find of interest.

Pursuing Collections

o Creditdepartment telemarketing does not sell a company’s products or services. Rather,
it pursues receiving payment. Collections are an often oyerldoked aspect of telemarketing. The
credit department’s phoné-related activities also inclu dit verifications. '

3. 'I_‘yp.es of Tele Marketing %Q"

Telemarketing, the application of the telephone to direct marketing efforts, is the fargest.
direct advertising medium in the United States today. Telemarketing methods are cate;:orlzed -

as

. inbound, where customers are calling a firm to place an order orto request more mf or-
mation or customer service, and .

. 0utbound where the firm is calling customers and prospects to make sale or to offer
information which it hopes w1ll lead to asale.

4, Telemarketing and Other Media o _ ¢

An important aspect of telephone marketing understands how it 'c}cm best be integrated
with other media. Both inbound and outbound telemarketing enjoy a synergy with other media
because responses to a media combination will be greater than responses to only one medium,
One reason for this is that people do not respond in the same way to messages in different
media. ‘A printed ad does not convey the same set of images as a person’s voice elicits on a

telephone. These differences argue for the use of a media mix to create varicd yct mutually -

reinforcing impressions.
B Telemarketing and Print Advertising

Many newspaper and magazines ads feature either a local number or an 800 number
for getting information or placing an order. Also, such space advertising usually contains a
coupon the prospect ¢an fill out and mail in. However, telephone inquiries and orders are
increasingly more popular than mail-in options.
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_ response time to an offer. Telephone foll

¢ Tele marketing and the Yellow Pages ' / |

National advertisers buy space in the yellow pages just as they do in magazines or "

'ncw:-,papers With a single space order, they can get either national coverage in many directo-

ries or regional coverage in justa few. : |

Firms put their 800 numbers in their yellow pages advertising to encourage inbound
calls. This type of advertising is widely used by airlines. Most businesses, ‘lar'gé and small, list
their local phone numbers in their yellow pages ad to encourage potential customers fo call and
get more information about the pro'ducts or services they sell. |

¢ Tele marketing and Catalogs S o |

Telephone ordering, especially the 24- hours a-day, seven-days-a-week variety, has been
a bioon to the catalog business. Catalogs have enjoyed considerable succer with 800 numbers
because they offer callers toll-free ordering privileges. The average phont!- order is-20 percent
larger the average mail order. Part of that difference in average order size may well be attrib-
utable to the usc of credit cards, but some of it is clearly the result of personal interactions
between the customer and a well-trained telemarketer. | '

+ Tele ma'fk’eting and Direct Mail o |

Tele marketers have learned that providing direct-mail recipients with the choice of

-either making a toll-free call or returning a reply card increases the total tesponse to an offer.

Compared to a mail solicitation, a phone ca evoke a more 1mmed1ate|act10n and a shorter
s can also clarify malhngs that deal with compll—
caled or complex products. Q”

|
» Tele marketing and Televrsl&dvertising ' |

Television offers exciting opportunities for selling goods and services directly to the
consumer by linking the television ad with the telephone. Many direct-response marketers sell
directly to the consumer through television, particularly when their products tend themselves
well to demonstrations and/or testimonials, : '

o Tele marketing and Radio ' .

Radio does well as a medium for promoting phone-in information request and orders.
Radio has the advantages of specific program {ormats, which lend themsblves to market seg-
mentation, and low costs for its time periods. The key to success in radio is s¢lecting the correct
station format based on the audience the firm has decided to target.

3. Effective Tele marketing o | \\

Tele marketing is a powerful tool because it has the ablllty fo create a posnwe 1mage o
through a personal interaction w1th a customer or prospect. | k

Telemarketing can be made effectlve, by f'o'cusmg on the followir|1g four key areas

i) Program — objectives, target audience and resources
i) People — Tele marketing supervisors and fépresentaﬁves O
ity Equipment — Phones and information systems o




iv) Process — lnteraction style an'd script

_ A well deSIgned program, fumished wrth latest technology equ1pment may fail if the
- people are not capable and their mteractlons are not meanlngful

(a) People

Most telemarketing operations can benefit from improvements in how they manage -
their phone representatives. Managing phone reps is simple in concept yet sometimes difficult in
practice, because it deals with the least controllable aspect of a telemarketing operation, namely
people. However, by carefully following a few tried- a.nd true steps, managers can make thelr )
jobs both easier and more rewarding; o

. Determine exactly what the phone reps are to do, that is, detenmne thelr job respon51b:ll-- _
ties and operatlng procedures '

. Establish perfonnance measurementé and expected porforrhance levells
J Prepare a job description | .
s Provide phone reps with feedback based on the performance measurements X
(b)_ . Interaction | . | |

Telephone scripts are essential as each call is a sales presentation. These calls include
- the basics ;utroduction, qualification of the prospect entation of the sales message, re-
sponse to objections and closure. ' '

Activity - TII - Q)Q“
) Explain the obj ectives and scope of Telemarketing. )

.........................................................................
........................................................................

-'16.5 CUSTOMER RELATIONSHIP MARKETING (CRM)

‘Caveat Emptor’ — Customer is the king is what we know. Customer satisfaction and
. delight are overtaking brand loyalty today. The onset of internet and e-commerce has made the
job even more difficult for companies. Comparison shopping has become easy and customers
are becoming more demanding. In the light of these developments, more emphasis is being laid
on relationship marketing. Customer relatlonshlp management, therefore, is a process whose
, - objective is to enhance loyalty
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' -technology is avallable We wxll note some of the views on CRM T

. customer acquItlon lo customer retentlon

. but in customer’s minds. They are struggling hard to build and mamtam re
: customers :

1.- Concept of CRM ' o . g | I

What is CRM'? CRM is a well known concept to traders. Long- smcé; they have been
practicing it. It has come to the centre stage since competition has intensified and facﬂltatmg

. CRM involves creating, mamtammg and enhancmg strong relationships with customers.

e . CRM is oriented towards the long term goal of delivering long term value to customers -
~and the measure of its success is long term customer satisfaction.| It requires all the
‘company’s departments to work together with marketing as a ‘team to serve the

customer. It involves building relationships at many levels — econorrtlc soc:al techmcal
and legal - resultmg in high customer loyalty .

. CRM is the marriage between the customer orientation and the en{erglng mformatlon
- technology to produce a memorabie relationship experlence to the EParketers as well as

to the customers : :

Thus CRM presents a shift in marketmg as deplcted below T

®  mass marketln g to personal marketing, .' I

¢ passive, ra'tioné.l customers to active .etnotional .oneS L o |

. Aimited useof simple technology to wndespread use of sophisticated ‘technology,
B T servmg custorhers well to serving cu S dlﬁ'erently, I

»  measuring success with cunen@fymarket shares to measurmg success to hfe time
profits/market shares, and % : \
|

2, Slgmficance of CRM _ : ' : '

|
CRM is becoming essentlally 1mportant for several reasons. Changing life styles of
people globalization, burgeonmg middle class, commodltlsatlon of brands, changes. in brand

“evaluation parameters etc., are forcing marketers to focus on CRM. We will now present

arguments why CRM is necessary in the present situation. |
1

Many Indlan companics have understood that their success is nor on the factory floor -
ationships Wlth their

|
. Club formtmon Maggle club BPL club, Barbie club, Saf’fola health heart club etc

. Frequent marketmg pmgrammes — Free ﬂ1ghts to frequent ﬂleﬂs by Brltlsh alrways,
Indian Airlines, etc. L - _ |

| :
. Specml facilities — Opel Astra card to car owners to pr0v1de specFal facﬂmes like 24
hours service breakdown ete. : |

' °. Customer trammg Hawklns offers trammg to cook eﬁ'ectlvely to its customers

\ Relationship cells ~ Appolo Tyres opened thls to specnal 1y develop and mamtam rela- '
\ﬁonshlp with customers. . "




»  Mystery Shopping Programmes —Bank of America is using this to identify, appraise .
and reward on mterpersonal skllls and relatlonshrp bu1ld1ng abilities of marketmg
:personnel. -

s Awards‘-— Welcome group gives awards to most loyal customers.

. Digital Kiosks — RPG’s customers can create their own CDs from a base of 20,000

. songs of their music world
3. Implementing CRM : _ : . _ o

CRM has a significant role in creating strong customer bondage. It is an organizational
process, which includes people, infrastructure, performance measure and controls, orgamza—
tional alignment to the environment and new strateglc patterns.

Basically CRM revolves around the management of customer life cycle. We start w1th
customer acquisition either through the traditional advertising or through referrals. Then we
move on to customer development through personalization of communication and customization
of products and services through mutual learning process. We move to leverage customer

: equity and try to retain exrstmg customers addmg new customers

Konosuke Matsushlta founder of Matsushlta Electrlc stated over 50 years ago, well

before the computer revolutlon

“We are responsible for delivering satisfaction\ﬁthe customer not only by design-
ing good products, but also by providing those pro through carefully laid owt distri-
bution systems in which we.should follow throu eliminate any inconvenience to our
customers, such as difficulty in repair work), ;

Matsushita’s broad view of the overall product offering is that the basis of customer
satisfaction is the complete customer involvement cycle, the customer’s entire involvement with
the product starting with defining the requirements and acquiring the product. Figure 16.1 shows
a five-step version of the customer involvement cycle along with some of the opportumtles for
improvement within each phase. The steps include requ1rements acquisition, usage, mainte-
nance, and retirement.

1. Req'uirements: Establishing what the customer wants, matching these  requirements to
the available alternatives, and, in some cases, customizing the product to {it the requirements.

'Requirem'e_nts features ‘

. Increase product awareness
. Help define what the customer wauts

. Help the custorner identify the oroduct that fits best
.« Customize the product to fit the customer’s needs

2. Acquisition: Determining the customer’s acquisition cost, detenmnmg product avallablllty,
and performmg purchase or acqulsltlon transactions. '

Acqmsltpon features

. Improve rimeliness of product availability
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. Slmphfy deli wery of the product

4, Maintenance includes the folloWing feetures

o Provide ways o monitor product usage and operatmg cost
. Provide additional service m addition to a base product .
e Help maintain the product |

'longer useful to the customer.

"be presented in terms of differcnt'e

. Expedlte the purchase transaction o . - |

e Provide discounts orother ad_]ustments o ' |

3. Usage: The customer’s efforts to maintain durable products over extended pertods of tlme._

Usage features

s  Provide training and/or information about ptod.uct usage
e Make the product easy 10 use :
» Provide information about productuse . |

5. Retirement: Whatever must be done o get rid of the product or’ 1ts repnants once it is no

vides a number of possible ways to improve
h the customer involvement Icycle can be viewed
oduct for the customer, Each of those products can

inations of information, physical, pnd service features.

Each step in the customer involvement cy
customer satisfaction. Each of the five s
as a separate subsystem that produci

Retlrement features . - o ' | |

> Help the custorier dlspose of the product when it is no longer useful

. Help the customer dispose of product-related waste |
This CRM 1mplementatlon process requires the following shown in Flgl%re 16.1
(a) Creatlon and management of data mines arid warghouses |
(b)  Development of appropriate organizational structures I
(c)  Investmentin technology ' |

(d)  People development N '




Data Mining - People
' and )i
- Warchousing
Structure | Technology:
" e Alliances - o _ = Web _
o CallCentres | ' : * Voice Mail

# Telephones

ngure16 1 The CRM pmcess

Data Mining and Warehousmg

‘Data warehouse refers to hardware and software that extracts data from a transaction data-

base and stores it separately, for analysis and archwal@poses
- ’\_ -

Data mining is the use of data analyms tools to @’pattems in lar”ge transaction databases.

Data mining should help the organization to @emmate information on customers to every one

in the orgamzatlon which should facilitate each person’s functioning and ‘also make him or her -

customer responsive. The additional benefits of customer data warehousing in the CRM pro-
- cesses are shown in Figure 16.2 below

Whlle developing the data warehouse, the company needs to con51der the costs that are gom g
to be involved in it. Generally these costs are:

{a) Initial investment costs. This will include both hardware and soﬁware as weli as re-

sources (internal and external) to build the database

 (b)  Running or operational costs. Costs involved in constantly updating with current infor- |

mation and practices. Without it, the investment will be outdated and ineffective.

(c) * Enhancement costs. It contains more than name and addresses. It must contain demo-
- graphics, purchase habits and preference. Thereis a cost to obtaln it.

(d) - Work force costs. Staffing costs are also involved in mamtammg it.

These costs must be estimated at the start of the CRM process. Cost analysis could possibly
lead the company to ask some fundamental questions on whether it needs to.create its own
_ database or could it buy from othet sources.
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Organizational Structure R ' |

*  Developing strategic alliances with,

' 'I‘echno_logy : ' : : S |-

"_People e | | ' ' . ‘

. [Customizationof] . - T
marketing Mix | - e o
- |

"Product

Managemeri_t of
Planning - Intermediaries -
T _ " Data - | _
. - Warehouse - | Relations hip
_ . . o ' Marketi .
Targeted : ' _ | arketing
Promotions g o | _
* Sales Force | Customized : I
Productivity ' Services.” | '

" Figurel6.2 Benefits of Data Warehousing in CI{M |
Vibrant and responsive organization is essential for CRM. Some approaches are:

e  Development of inter-functional processes which ensure that cﬁlf'stomer problems are
resolved by all the departmerits that have a role in it. T

companies or intermedialiries. Call centers are

~ one example of a strategic alliapgl: Companies like General Motors, GE; airline

. companies all over the world ven telecom companies, have entered into strategic

alliances with call centers tl@ave_ been set up in India and otheriparts of the world.

. Appointing direct sales agents or independent marketing groups. These are more

- concentrated in the financial services segment and the cellular phone industry.
_ | _ :
|

One of the key inputs in CRM is the use of technology for data mining and also for

R reépohding to the customer in real time. Some commonly used technélogical tools are the
~ telephone, the internet, computers, fax and electronic data interchange | '

Eventhough technology today is extensively being used for the pu@ow of strengthening
the linkage of the organization with the customer, one must not f-:)rge'rI that _be'hinjd-'all these
technologies there is a human being. Unless the human beings have beenlempowered, have the
knowledge and the right skills as well as a customer friendly attitude, the ﬂllRM process will just
not work. In fact, it is one area where companies are realizing increasingly that they need to
have the type of people who have the necessary perspective and 'uﬁdersitanding of their func-
tion, products, organization and a desire to be customer responsive,

" CRM Evaluation

Companies could create unique score cards based on the fo[lowlmg key parameters:
N

(a) how well the ﬁnanbial_ objectives have béen achieved, as a result whether shareholdcrs
S | . .

are satisfied with the organization? '

N
o

I

1




®)

©

(d)
(e)

how well the customer- perceives the orgamzatlonfcompany § oﬁ'er and do they feel sat-
isfied and committed to the organization?

organizational analysis w1th aview to ldentlfymg the process in which the orgamzatlon
- has excelled and the ones where it is weak

is the organization a leammg organlzatlon and what has it learnt over a period of time?

what are the knowledge management processes in the organization?

Evaluatmg the organization on the basis of such a score card could help the orgamzatlon

develop a cause and effect business strategy

‘The other measure that has been suggested is the catalytic measure. This measure

focuses on organization’s efforts on identifiable changes. The implementﬁtion of such measures

facilitates and speeds up the change in any area that the organization wants. According to

~ Brown, the best catalytic measures are those that are considéred credible by both customers
-and staff. Consider for example the communication at the back of a school bus, which tells the

people that it is carrying school children and is being driven safely. It also gives the telephone

number of the principal of the school. This announcement places pressure on the driver to be

more cautious. This induces change in driving behaviour.

There are four steps that have been ldentlﬁed 1n 1mplementmg the catalync measure,

These are

1.

R

O

identifying the area needing 'change K Q

create a relevant yardstick of perfom@?‘ :

develop the measurement approach thfough a consultative process .

edmmunicate and implement the problem.

Activity - IV

D

s

State the steps in implementation of CRM.

...................................................................

..................................................................
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........................................................

..............................................................................

" 16.7 SUMMARY

‘Some of the recent trends in marketing are: e-comemrce, web Iharkéting_; telemarketin_g

mortar companies, slowly we are finding the emergence of click and brick

E-commerce refers to use of domputerized system in selling and di

- The four main functions of e-commerce are: comm‘unicait_ic)n, process m

- and customer relationship marketing. Many Indian companies like LG Eledtronics, Smithkline
- Beecham, and Maruti have been successfully engaged in e-commerce. In th

¢ place of brick and .
companies. -

stributing products._' :
anagement, service

management and transaction capabilities. The identified models of e-commerce are:

B2C,B2B,B2G, C2C and C2B. The major problems in e-commerce are: val
and transfer of funds. For validation, digital signature and certification autho;

dating transactions .
rity are helpful. For.

- Companies are adopting different programmes for CRM. CRM:is based on

| _16._7 SELF ASSESSMENT QUESTIONS

transfer of funds options avallable mclude credit cards, smart cards, deblt cards and electromc

cash. : - \)
: : . .

Web marketing strategy involves '@esign and launch to attract chstomers to website
i n. Several promotion measures are adopted. They

. motivating them to-visit 4t again an
include; banner ads, banner exch. . web rings, search engines and czirectories., affiliate
e

programmes, ¢-mails, promoting el3ewhere and promoting off-line. W

h marketing can be
evaluated by methods likes bench marking, RO, and log-file analysis. -

Telémarketing_is the application of teléphone to direct marketing efforts. It is now
becommg the largest advertising mediumi coupled with other media. For executing telemarketing, -

‘two options are available in-houe or outside bureau. Telemarketing can be made effective by- a

focusing on program, people, equipment and process. CRM and elCRM are gaining
attention as customer retention is viewed more important than cus{:ome'r acquisition.”

ustomer life -cycle -
~requirements, acquisition, usage and retirement. Creatinga CRM involves creating data min-
ing and warehouses, organisation structures technology and people. CRM can be evaluated b}
score cards and catalytlc measures.

I _Shm_'t Answer Qﬁestiﬁns
1. What is CRM? Why is it important?-
2. Exp’lain _tHe scope of telemarketing.
3 | How do you.evaluate web markéting efforts?.
4, What are the objectives of telemarketing? : ‘
5. Explain customer life _cycie. . -. _ | o ‘ §
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i

" How do you implement CRM?

How do you evaluate CRM?

Explain : (i) Website (if) Internet (iii) E-mail

 Describe the following. -

* E-tailiny (b) e-banking (c) e-stock trading (d) e-publishing

"~ Long Answer Qﬁesti_ons

What are the functions o_f e-commerce‘?. '.
What are the methods of e—commercé? :
What are the new concepts of marketing?
Identify the companies engaged.in'e-commercc. |
Identify the trends that have led to the emergence of e-commerce.
How do you make E-commerée work? |
State the objectives of websité in ma’rke,tin g | _
Suggest gﬁidel'ines- for web design and prorriot__iogcthbds._

For telemarketing, do you prefer in-house @ice' bureau?
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Web m'arketing
o 'l."el_e_marketi'ng"

CRM
' Digital signatare

Digital certificate
‘Bench ‘marking

‘Log-file analysis

Data warehouse .

I}ata_mining

LY

" Business through intorﬁet bor world wide web.

Marketing products and services by creatmg and )
promoting chSlteS or company portals '

. Sa_les persons mltlatlng contact with a shopper and
- closing a sale over telephone.

\}ompany activities aimed at creating, maintain-

o
sl
. . :

‘ing and enhancmg strong relatlonshlps w;th
customers. '

It'is a number produced through complex
calculations involving the message itself and
private encryption key umjue to the sender.

It is-a computer based rec

rd that identifies the
attribute of the sender. '

Setting performance based objectives and then
measuring performance agdinst those objectives.

Web servers record all of|the events that they

~process to files called log files. Analysis of
. visitors, page views, page ViFwspeerSItOr IP ad-

dresses and referring URLs are examples of log-
file analysts

It refers.to hardware and software that extracts
data from a transaction database and stores it
separately, for analysis and archival purposes.

It 1s the use of data analysis tools to find
~ patterns in large transaction databases. =
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* BLOCK - V : PROMOTION MIX

* In this block, we have focused on the issues r;el'atéd to ‘Promotion‘Mi'x’. '
Personal Selling, as the concept implies, is an individual to individual sclling. Sales
promotion is the method that makes use of incentives to complete the “push-pull’
promotional S.trategy of marketing. Publicity is non- persbnal stimu_lation' of
demand for a product or service by placing si gniﬁcaﬁt news aboutitina pilblished
and non-published manner. | | | |

This block initiates a discussion on:advértising, pefsonal selling and sales B
prombtioﬁ aspects. Unit= 17 discusses the role of advertising in marketing and
also hi ghli ghts the effectiveness of advertising in promoting the firms’ prdduct or
service. The last unit . e., Unit - 18 is related to the role of personal selling, sales
~ promotion ob ] ectlves and publlclty C}

Qg»




UNIT.- 17 : ADVERTISING

Aims and Objectives

After studying this Unit, yoﬁ should be able to: _

¢ understand the meaning of the terms, ‘promotional mix’ and ‘advertising’;
. know the role of édvertising; _

e determine the advertising budget; ' ‘

* explain the method of selection of the media and measuring the impact of advertising;
and ' '

* understand the advertising agencies in India.

Structare

[7.0 introducti on

17.1  Promotional Mix . ' Nt
172 Adveftising — Meaning | | ‘

17.3 | Importance of Adver'tis.in.g

174 Types of Advertising \) _
17.5  Media Selection S O
17.6  Advertising Budget ' ?‘

17.7  Measuring Effectiveness of Ad@ising
178 Ethical Issues in Advertising

17.9  Advertising Agencies -

17.10  Summary ~

17.11 SelfAssessﬂlent Q.uestions'

17.12 Reference Books ' |

17.13 Key Words

17.0 INTRODUCTION |

We came to know from the earlier units.that product planning, pricing and distribution
activities are performed mainly within the company, or between company and its marketing
-partners. It -is mainly through promotion the firm communicates to the preserit and potential
customers in addition to the other related parties. '

In fact, Marketing depends heavily on an effective communication ﬂ_olv'between the
company and the consumer. Manufacturing a product and making it available in the market is
~ . only part of the company job. It is equally important, or perhaps more important, to make it
‘known te the consumer that the product is available in the market, In a competitive market,
where several firms are striving to win over consiamers, it is not enough if the availability of a
- goroduct is made known to consumers. It is also essential to communicate ‘the distinctive
! features of the product. The firm should also get feedback on how the consumners accept its

; products and interpret its messages. This multidimensional function can be carried out only 379
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_through an effective, continuous and two—way ﬂow of communication between 'the firm and

the consumer.

" In a free ecOnomy consumers are free to purchase what they want and from whomever.
they want. Hence, the promotion function becomes crucial. For example, while going for a
major purchase, such as a washing machine, if no form of promotion existed, and if there are
no advertisements informing you of the merits of the various brands of washing machines and -

- no salesperson tells you the advantages of a particular brand over competing brands, you

would have no means other than your own experience and the experlence of people you know
to provide you with information concemmg the qualities of the various washing machines for
sale. As a result of this lack of information, fewer washing machines would be sold. - This
would greatly increase the price you would have to pay for the washing machine when you

- finally decide to make a purchase.

17.1 PROMOTION MIX

Promotion is the persuasive communication about the product by the offerer to the

~ prospect. It covers methods of communicating with consumers through personal selling, .

advertising, publicity, sales promotion, social contacts, public relations, exhibitions and
demonstrations used in promotion. Largely it deals with non-price competition. The
promotion mix consists of the following elements. '
Advertising: Any paid form of non-personal (i.e., through some medium, such as radio, prmt
direct mail or e-mail) presentation and prom0t1on of ideas, goods or services by an identified
SpoOnsor. - -

Personal Sellmg A process of helping an Lading one or more prospects to purchase a
‘roduct or service or (o act on any,idea t the use of oral presentation (person-to-person

communication}.

Sales Promotion: Incentives designed to stlmulate the purchase or sale of a product, usually
in the short-term.

Publicity: Non-paid, non-personal st1mulatlon of demand for a product service, or business

unit by plantlng 51gmﬁcant news about it or a favourable presentatlon of it in the media.

The overall objective of promotion is 1nﬂuencmg the buyer behawour and his
predispositions. Of all the elements of promotional mix, advertising occupies pnme role. As
such first let us now discuss the role of adverusmg in marketmg :

17.2 A_DVERTISING‘

The -basic pu-rpdse of advertising is to sell a .pro_duct,_a service or an idea. The

. advertisement seeks to influence the behaviour of. customers. According to Prof. EF.L.

Breach, “The purpose of advertising is to reproduce percentage costs of production and
dlstnbutton” :

The term advertising originates from the Latin ‘adverto’, which means to turn round.
Advertising thus denotes the means employed to draw attention to any object or purpose. In
the marketing context, advertising has been defined “as any paid form of non- -personal
presentation and promotion of ideas, goods or services by an identified sponsor.” Through an- '
advertisement the advertiser intends to spread his ideas about his productsfoffermgs among his



custSmers and prospects. Thus, popularisation of products is the basic aim of th_e advertising
activity. " - - ' Co : ' .

Advertising is important not only to the business which uses it, but also to consumers and

to the economy. Advertising is important to business because it is a means of speaking to .

many present and prospective customers. Advertising is important to customers because it is a
means. of finding out about various types of -goods and services which are available.
- Advertising is important to the economy because it helps in selling goods, and this in tum

creates jobs. . ' s o '

Advertising is the only means a marketer has to reach thousands or millions of people at -

- the same time. It is by this method the marketer hopes to convince people to take the desired
“action. In this manner, advertising is mass selling, As mass selling, advertising must lead the
customer through the buying process just as the salesperson does no per?ronal selling.
‘Therefore, advertising must attract the customer’s attention, develop an interest in the product
advertised, create desire for the benefits of the product,. and convince the constimers to take
same action. This action might be to mail in a coupon, to go to a-store to further examine the
“product, or even to watch a particular television program. In order o be |effective the
* -advertisement must provide information about product availability and benefits. :

17.3 IMPORTANCE OF ADVERTISING |

" Advertising " is advantageous both to the m_ag‘aéturers and to the consumers. ' Iis

édvantéges are as follows:

1. It enables the manufacturer to maintajvgaxisting market and to create new market

for his products. _ _
2. It popularises a product and 'buil&_pre_sti ge and goodwill for the producer. - -

3.. It helps the manufacturer to appeal directly to the coasumers.’ This is a direct contact
between the manufacturer and the consumers and it results in the elimination of

middlemen. The elimination of middleman helps the manufacturer to reduce his

selling costs.

4. Tt brings to the notice_ of the consumers new products and .guidés them in the proper
: selection of products and helps them to satisfy their latest want. - :

3. It provides protection against deception because advertised goods are of good quality. |

6. It saves the time, trouble and money of the consumers in obtaining-information about -

the products. : '

7. It reciucés the selling price of goods by expanding sales and produgtion and by
+ lowering the selling and production costs. - S .

8. It raises the standard of living of fhe'people by stimulating their desire for a.varie'ty of

riew products. _ . _

9. It increases employment by promoting sale and production. Further, manj:( persons are

employed directly in advertising, ' '
Objectives of Advertising

“The following are the main objectives of advertising.

I. It creates demand for th_é products in the market and'giv_e's information about the new
products; - oo |

fug
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2.1t increases the sales, goodwill and prestige of the firm; :
3.0t e]ilﬁinates the middlemen and increases the standard of living; I’!
4, Tt also provides information about the changes and make a reminder to buyers; _ l.
5. It compels the middlemen to sell and reduces the cost of production and distribution; | I’I
6. It also minimizes the seasonal fluctuations and helps.in the recognition'of: a particﬁla_r _!!
brand; _ o ' :
7. Tt helps to develop overseas markets; S . l'!_

8. It helps in effective competition and in building up the primary demand; !

9. It reaches to those people to whom salesman cannot reach.

Activity - I

As we know the Advertising is important to the economy because it helps in selling goods, and
thus creates jobs. In this connection what are the objectives of advertising?

..................................................................................................................
...................................................................................................................

17.4 TYPES OF ADVERTISING

G

: The objective of advertising may be to inf suade, remind or reinforce the relevant
people in the market. These advcrtiseme% ay be broadly classified into the following

e QR

1. Product Advertising

|
|
Alt advertisements may be classified as either product or institutional advertisements. In
product advertising, advertisers are informing or stimulating the market about their products or
services. Product Advertising is often further subdivided into direct-action and indirect actios '
advertising. With direct action advertising, sellers are seeking a quick response to their
advertisements. An advertisement with a coupon may urge the reader to send immediately for
a free sample. Indirect-action advertising is designed to stipulate demand over a longer period
of time. Such advertising is intended to inform customers that the product exists and point out :
its benefits. The idea is that when customers are ready to buy the product, they will fook |
favourably upon the seller brand. : _ : ' |

2. Institutional Advertising
It is designed either to present information about the advertiser’s business or to create a
good attitude — build goodwil) — towards the organisation. This type of advertising is not
intended to sell a specific product or service of an advertiser. There are (wo types of
institutional advertising. - : :

a) Patronage advertising: This type of advertising presents information about the

advertiser’s business. ‘A bank may advertise its new working hours or a change in the
place of business.
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_b) Public service advertising: This type 0.1‘_" advertising shows the advertizer as a “'good
citizen”. A company’s ads may urge the public to support a leprosy campaign (for
example, TISCO) or to drive carefully. A company producing chemicals may tell

- what the company is doing to reduce the pollution caused by its _fat:toriest.

Activity — 1T

How do you classify the Institutional Advertising?

.................................................................................................

7.5 MEADIA OF ADVERTISING

-Anothér important decision to be made relating to advertising is the selection
reach hundreds or thousands of customers one requires a publicity media. ]

of media. To
'he choice of

publicity media, whether print, audio or visual depends upon the nature of prﬁduct and the

customers who will be its users. The following are the various types of advertisi

g media:

1. Print Media: Print media means NeWSpapcrs,' periodicals and variols specialized

magazincs. Print.media can be considered as a very powerful media to 1
.at a reasonable cost. C

2. Television: The television network has un@gone a sea change in Indi
© ¢an have access to about 70% of the tot pulation through television.
powerful and at the same time most sive media of advertising, -

3. Direct Mail: The process of @ng business through Direct Mail h
much popularity. In this approach, one sends message to a limited circle

It.is the most

as not gained
of individuals

and try to personalize the message. It also allows for elaborate explanation about the

-product. It becomes difficult in preparing or updating of mailing

media is becoming very popular.

4. Outdoor publicity: This includes advertising through hoardings, hanners, bills,

posters, etc. The key consideration is the proper location of these hoard
be seen by maximum number of people. ' '

ngs, so it can

'5. Exbibitions: Exhibitions are now being increasingly used as publicity

1edia, even to

an extent that exhibitions are heing arranged for specialized product ran > only.

6. Film and radio: Film and radio are also used as advertising media. Films, both slides

_and documentary serve as audio-visual media. Radio is now available to tommon man

and serves as a powerful audio appeal.

Essentials of an Effective Advertising *

Thus, the ultimate purpose of advertisement is to induce the customers and irifluence them

to buy the goods and services. To be effective, the advertisement must have

right type of

message. It must be communicated through proper media so as to reach the right| people at the
right lime and at the lowest cost possible, To achieve this, advertisement should be properly

planned and designed. Otherwise, it will fail to achieve its purpose and the money spernt on it

~ will be a waste, Designing an effective advertisement is a challenging task. B

\lut there is no

each millions -

a. de_ay orne’

ist regularty. '
However, in the recent past due to increase in the numbers of internet C(Jnnection, this
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definite formula for that purpose. But certain guidelines may be kept in view while designing -
advertisement. '

Activity— I11
" Mention the various kinds of Advertising Media?

i7.6 ADVERTESHNG BUDGET

One of the important -crucial-deeisions facing a company is how much to spend in
promotion and more particularly on advertising. The amount of money requ1red for ..
-advertising depends mamly upon the type of objectives set by the company.

The following are various methods for determining advertising budget of an organisation.

are several variations in the actual application of this method. - The percentage may be
based -on last year’s sales or on the estimated sales for the coming period or the
combination of the two. Under this method, the advertising funds required are equal to
rupee sales multiplied by the expected percentage. For instance, if the estimated sales are
rupees 10 million and the expected percentage is Wn the funds earmarked will be of the

. order of rupees 0.30 million. The merits of thi

Advantages : - @Q"?‘

a) Promotion expenditures will vary with what the company “afford”. This satisfies
financial managers, who believe that expenses should be elosely refated to the
movement of corporate sales over the business cycle.

~ 1. Percentage of Sales Methed: 1t is the most widely used method of appropriation. There

od are the following.

b) It encourages management to think of the re]atlonshlp among promotlon cost selling
price, and profit per unit. :

¢} It encourages - stability when competing firms spend approxnmate]y the same
‘ : percentage of their sales of promotion.
| :
i Disadvantages

The disadvantages of.this method include the fol!oWing.'

.a) In this method, the sale werks out as the detenniner of promotion rather than as the
result. It leads to a budget set by the availability of funds rather than by market
opportunities. :

by It d]scourages experimentation with coumereyelieal promotion or aggressive spending. .
Dependence on year-io-year sales fluctuations interferes with long-range planning.

¢) There is no logical basis for choosing the specific percentage except what has been _
22 done in the past or what competitors arc doing.

d) Fmal]y, it does not encourage building the promotion budget by determining what
each product and territory deserves.
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~ the objectives to be attained by the marketing programme. This

* Objective and Task Method: This method is gaining ground as it directs the attention to
ethod catls upon-

marketing managers to develop advertising budgets by defining s ecific objectives,
~ determining the tasks that are to be performed to achieve these objectives and estimating

the costs for performing these costs. Thus, this method, decides. t
- advertising funds on the baSIS of the objectives to be achieved and
therem

: Advautages

e It 'requires management to spell out its assumption about the relationship among -

dollars spent, exposure levels, trial rates, and regular usage. .

_ Dis_adva'ntagﬁ

appropriation of
he tasks involved

. Theoret:cally this method 1s easy, but practlcally many problems may be faced in its

1mplementat10n

3. Competitive Parity Method: This method consists of sefting the
relating it to the expenditure pattern of the major competltor or compet
of matching the annual expenditure: of the competitor or an attempt to
set of relationship between the expenditure of the firm and that of a ¢o
cases, this niethod may involve the use of average percentage so the
firms in the entire industry and then applymg that percentage to the firm

appropriation by
tors. It is 2 matter
maintain the same

sales spent by the
s sales to arrive at

the appropriations. For this purpose, the company must collect relevant, up-to-date and

authentic data about competitor’s appropri tions in terms of sales rati
advertising costs and sales. 6

Advantages: The following are the a@es of thls method.
- a) The competitor’s expendltu@ present the collectlve wisdom of tt

b) The other advantage is that maintaining competltlve parlty prevents
Disadvanfages' _ L R S

The main dlsadvantage of this method is that there are no grounds
competitors know better. Company reputation, resources, opportunltles an
$0 much that promotion budgets are hardly a guide. Furthermore, there i
~budgets based on competitive parity discourage promotional wars. -

e industry.

promotion wars,

for believing that

5 no evidence that

4, Affor&ability Method: What a company can afford to spend té more it

os, percentages of

d objectives differ

portant than what

mpetitor. In other. -

it thinks in terms of wonderful ambitious plan of advertising. Here, the company thinks in
terms of its ability to spend depending on the prevailing business ¢onditions and the .

~ resources at its command. This means that the advertising appropriation is possible only
when the other more important and urgent needs are met. Under the method, the -
advertising expenditure is related to either the company profits or the| assets. Thus, the
management may decide, say 15 per-cent of its proﬁts or 5 per cent of its liquid assets for
ad programme for the ensuing. perlod : :

- However, this method completely ignores the role of promotion as an mvestment and the
1mmed1ate impact of promiotion on sales volume. It leads to an uncertain annual budget which
- makes long—range planning difficult. :
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Activity -1V

As you know there are many methods available to you toJ,p.rep.are an advertising budget i.e., '
percentage sales method, objective and task method, competitive parity method and
affordability method. - State the advantages and disadvantages of percentage of sales method.

T T N N T R ]

..................................................................................................................

17.7 MEASURING EFFECTIVENESS OF ADVERTISING

Management must know. to what extent the message was received, understood, and
believed by the target audience, as well as what effect it had on the behaviour of the receiver
(trial, repeat buying). Message testing typically is concerned with alternative ways to present
message to the target audience. The measurement of effectiveness of advertising can be made
at two stages 1., before and after the advertisement’s issue.

1. Before Tests: No copy pretést can simulate exactly the conditions of exposure and the .
long-run effects of repetition on a particular-audience group. There are, however, a number of

ways to prefest message effectiveness, inctuding the following:

e Recall Test: Recall tests of proposed print ads are inserted into a simulated magazine
and respondents are told to read whatever interests them. After doing so, they are
asked to “play back” ads they remembes,_ They are also asked questions about ad
‘credibility and product usage. Using gﬂs}iults, researchers can determine.the extent

. to which the message got through what extent it achieved the communicator’s
objective. Unfortunately, reca@es too. often reflect a brand’s popularity rather
than message content. - % ' ' .

¢ Commercial Test: TV commercials are tested by exposing them in one or more cities

' and following up with several hundred phone interviews to find out how many

remenmtber the message. The results are compared with an average score obtained from
similar studies and a decision made whether to accept or reject a commercial.

* Sales Test: Sales Tests commercials through the use of consumer panels located in a
number of small cities. Purchases are recorded electronically by scanners at
supermarket checkout counters by panel members using special 1D cards. Behaviour
Scan can inset test TV commercials into TV programs at the individual panel
household level.  They select household level. They select household samples on the
basis of their purchase behaviour history.

2. After Tests: Measuring the effects of an advertlsmg messages after it has run is diﬁ"leult

because the results are confounded by the effects of the media used and the frequency with

which the audience received the massage. Aﬁer tests tend to measure the effectiveness of the

- told advertising effort.

Advemsmg design after tests rely on the respondent’s memory, which raises the probiem
of how soon after running the ad, the measurement should be taken. Also, testing that relies on

- asingle measure in time does not reflect the learning that occurs*wnh repeated exposure
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. Recogmtlon Test: Recogmtlon tests, are most popular post exposure testing rnethod
© for print media. Advertlsers des1gn these tests to measure the extent to which



' “17.8 ETHICAL ISSUES IN ADVERTISING

read a given issue of a magazine. Each respondent goes through the issue point out
what was seen and read. When the respondent reports seeing an ad, thr interviewer
asks which parts were read. The interviewer starts each interview at a random point

within the issue, so that the ratings are not affected by respondent fatigue,

advertising copy is noted and read. Field workers interview people who L]%ay they have

* Recall Test: Recall Tests are another common way to measure the effectiveness of an
advertising message, especially TV commercial, after it has been run. Respondents
are typically aided in their recall. Interviewers show them a list of the advertisers and
brands presented and ask which ones they have seen recently. Interviewers proceed to
obtain playbacks of these ads from the respondents. :

Activity - V

State the stages in Measuring Advertising effectiveness?

The statement “All advertising is a social waste” does not have much truth ir the modern

~“times. In modern competitive business, the importance and utility of advertising has proved its
“immense need to the business. So we cannot say alt advertising is a social waste. But

advertising has been defamed on accouﬁt of the eyiNIeeds on the part of a few people. Even
then we cannot say that advertising is a social ' o

Q.,

Why Advertising is called a Social Wasl@

' AS_ it has already been discussed that, the utility of advertising has proved its immense

- need to the modern business, but we should not pass over this question that advertising has -

been called a social waste. Advertising involves a lot of labour and capital. | If it is pot
properly planned, it will not be able to attain the desired effect and the money spent on it will
g0 waste. So, it becomes necessary to look to these causes which make it a social waste.

17.9 ADVERTISING AGENCIES IN INDIA

country. It also depends on the economic system followed in the country. | Generally,
Advertising industry will have more importance in a free economy. Since India followed
mixed economy and gave more importance to public sector, the advertising industry in India
did not grow well. Since 1985, due to the introduction of new economic policies allowing

The growth of the advertising industry depends on the industrial dcvelopjnent of the

_ liberalization, privatization and globalisation, there is a tremendous change in the economy and
* 1t resulted in the phenomenal growth of advertising industry in India. '

There are now over 400 advertising agencies as against just 100 advertising agencies
around 1870. In the Indian market, today we have more than 11,000 branded products
extensively advertised in all languages. Press advertisements account for about 50 per cent

‘and TV advertisements account for about 18 per cent of the total advertising CQSLS. '
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~In the media sector, we have at present intense competition, e.g., TV/Radio,
newspapers/magazines each attempting an increasing market share. In the press segment, we
are witnessing regular media war. In the case of the press, competition is total. However,
media owners are expected to adopt now customer-oriented approach to get rid of such
unhealthy competition. : '

Advertising Agencies in India
The leading advertising agencies in India are: Hindustan Thompson, Clarion, Benson and

Mather, Chaitra Advertising, Ulka Advertising, R.K. Swamy Advertising, Redlﬂ'"usmn
Advertising, Sistas Everest, Lintas, Ogilvy and Mudra Advertising.

17.10 SUMMARY

Advertising decision involves decisions about the objectives, the budget, the message, the
media, and, finally, the evaluation of results of advertising. As such, advertisers should set
clear objectives as to whether the advertising is supposed to inform, persuade or remind
buyers. The advertising budget can be based on sales, on competitors’ spending, or on the
objectives and tasks. The message decision calls for planming a message strategy and
executing it effectively. : : '

The media decision involves defining reach, frequency, and impact goals, choosing major
media types, selecting media vehicles and deciding on media timing. 'Message and media
decisions must be closely coordinated for max%.l'm campaign effectiveness.  Finally,
evaluation calls for evaluating the COmmunic and sales effects of advertising before,

~ during and after the advertising is placed. ,<., ?"'
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17.11 SELF ASSESSEMENT QUESTIONS

1. Short Answer Questions
1. Define advertising and diSc'uss its advantages.
2. What are the different media of édvcrtisement"

3. What are the purposes of advertising as a sales tool and as a commumcat]on tool?
Does it fulfiil its purposes?

4. Write a brief note on the fOllowingf

a) Percentage of sales method
b) Competitive parity method
c) Recognition test

d) Product advertising

e) Institutional advertising

II. Long Answer Questlons

1. Discuss the relative position of advertising objectives as communlcatlon tool and as a
sales tool. Can you measure the effectweness of advertising under these two sets of
~ objectives? :

2. Enumerate the important advertising media and point out their relative role and
" advantage.



3. What are the factors that have led to a boom in the advertising industry in Indla from
19917 Briefly discuss each of these with appropriate examples?

4. “All advertising 1sasocml waste”, Discuss.

5. It is said that advertlsmg is a waste of scarce resources in a developmg country like _ | |
India. Do you agree? Substantiate your arguments wrth approprlate examples.
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1713 KEY WORDS

_ Advertising Campaign S Advertlsmg efforts relating to a spemﬁc product
o S o extendmg over a speclf ied time period. -
| _ | Product Advertising _ - - The advemsmg promoting a company ]
T R products
Media Plan - . : The plan that .speci'ﬁes the media mix and the

date, time, and sequence in which
advertisements are scheduled for release.

Television - _ ' : Itis a powerful communication tool.
Recognition Test ' : Itisa post exposure testmg method for prmt
K = o " media. '
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UNIT 18 : PERSONAL SELLING AND SALES

PROMOTION

Alms and Objectwes

After going through this Unit, you should be able to:

understand the meaning of personal selllmg\ and s'ale.smanship;

explain the objectives of personal selli;lg; \
- evaluate selection and training of sales force;
explain the qualities of good salesmen;

know the cornpensating potential of sales force;

understand the functions of sales promotlon along with the types of sales promotion;
and '

explain the role of pub.licity and public relations in marketing.

Structure -

180  Introduction . _ _
18.1  Importance of Personal Selling Q\>
182 - Personal Se.lling Objectiv@s Q:?*

18.0

183  Personal Selling Process _

13.4 ._ Selection and Training of Sales force

18.5 .Qua'lities of a Good salesmanship |

186  Compensating sales force

187  Sales Pro'rﬁotion

18.8 Functions of Sales Promotion

189  Typesof Sales Promot_ion

18 10 Publicity-and Public Relations

1811  Summary

18.12  Self Assessment Questions

18..1'3 Further Readings

18.14 Key Words |
INTRODUCTION

Personal selling occupies the predominant role in the marketing of products or services
as it involves personal element. It is a marketing process with which consumers are

_ personally persuaded to buy goods and services offered by a manufacturer. “This process of

selling is ensured by personal selling supported by advertlsmg, sales promotlon and publlclty




Personal sellingis a component of the communication mix (Promotlonal mix). Eersonal sellmg

is a two- -way form of communication that has a number of advantages from the
marketing organization. It 1s a crucial part of the total marketmg process.

. Personal selling is the only function in promotron mix that brings the buyer and the seller
face-to-face. As a result of this contact, the marketer has the opportunity, thronﬂgh salespeople,
to speak personally with the customer. Personal sellmg is important in almost all promotional

. programs because, as it has been said, "Noting happens in business unless the p*oduet issold. " -

It take° personal selling, in most cases, to sell the product. : _ ‘
Personal Se¢lling and Salesmanshap '

Selling is one of the oldest professrons The people who do the sell#lg go by many
names; salespeople, sales representatives, account executives, sales consultants, sales engi-
neers, agents, district mangers and marketmg representatwes to mentlon Just few. .

The terms personal selllng and salesmanshlp are often used without dlstmctlon How-
ever, there are some vital differences between the two terms. Salesmanship 1§ seller initiated

effort, that provides prospective buyers with information and motivates them to imake favorable
decisions concerning the seller's products orservices. 'Personal selling' is a highly distinctive

- form of promotion. It is basically a two way communieation involving not only individual but

social behaviour also. It aims at bringing the right products to the right customers. It is

employed for the purpose of creating product awareness, stimulating interest, developing brand '
preference, negotiating price, etc. Thus, keeping %lew the diversified nature of ‘per-

sonal selling, let us now discuss in this unit the
ing role, functions and process.

_ &
" Personal Selling - Definition Q;

importance of personal selllng,.its chang-

The American Marketing Association deﬁnes the term personal selling as "the per-
sonal or impersonal process of assisting andfor persuading a prospective customer to buy a

. commodity or service and, to act favorably upon an idea that has eornmerc1al significance to the
seller.” ™ :

A3

In the words of Mr. Garfield Blake, " salesmanship consists of winning the buyers :

confidence for the seller's house and goods thereby winning the regular rmd permanent
_ eustorner _ ' :

Professor William J. Stanton says, that "personal selling consists of mdmdual

persorial communication, in contrast to mass relatively impersonal co mumcatlon of

advertising, sales-promotion and other promononal tools. - ‘

- Thus, personal sellmg has been defined as personal persuaswe communication
that helps customers buy those products or servrees which will fulfil their wants, needs or
desires. ' T, :

Salesmanship - Deﬁnition ' A o ‘

Dr. Carlton A. Pedecison and Dr. Milburn D. anht have’ det’ ned "Salesmanshrp _

as the process whereby the seller ascertains and actjvates the needs or wants of the buyer, and
satisfies these needs or wants to the mutual, eontmuous advantages of both thle buyer and the
seller.” : ‘ g

oint of view of
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Harold Whitehead : "Salestnanship is the art of presenting an offer that the prospect -
appreciates the need for it and that a mutually satisfactory sales follow." -~ '

Thus, salesmanship is an oral presentation in conversation with one or more prospective
customer for the purpose of making sales. Salesmanship is the ability to remove ignorance,

* doubt, suspicion and emotional objections concerning the usefulness of a product.

18.1 IMPORTANCE OF PERSONAL SELLING

The increase in complexity or products has increased the importance of personal .
selling. Manufacturers of highly technlcal products such as computers, electronic typewriters,
digital phones, micro wave kitchen, apphances remote control equipments etc., depend more
heavily on personal selling.

_ The growing cempetltlen from domestic and international markets also 1ncreased the
importance of a sales person in the marketing effort of a firm. In personal selling, company's

~ salés person pushes the product in the market by positively motivating the prospective customer

throtigh oral presentation or demonstrating the product in questlon The followmg are reasons
for the growing lmportance of personal selling. '

(a) Flenble tool Personal sellmg is more flexible and adaptable to the varying pur-

chase situations. It is possible for a salesman to adapt himself to the needs, mo-

' tives, impulses and other behavioural tgaits of the prospectlve consumers so as to
communicate the message and_cli@& deal. =~ . . \

~because, unlike advertisin whole effort is focused on a qualified target con-
‘sumer. Also, there is ¥ minimum possibility of message diffusion
when a message goes to a large number of unintended audience and distortion
arises when there is a 'moise’ owing to-a plethora of messages being’
transmiitted or flashed at consumers.. The salesman is better placed to focus his
message on qualified consumers only and 'undo d1st0rt1ons by su1tably'
maneeuvrmg the messages

{b). Targetorientation : In per%ﬁ%ﬂing, the posSibilit__;/ of wasted effort is minimal

(¢) Regeneration of interest : It is possible for a salesman to detect loss of
consumer attention and interest and regenerate them by frequent repetmons
and remforeements

(d) Loglcal process :In personal sellmg, it is- possible for the salesman to cany
' the qualified target consumer through.a legrcal and persuasive reasoning
process so as to consummate sale :

(e) Profitable relationship with customers : A relatively durable relationship
may be developed between salesman -and consumer(s) which makes future
sales exploration much effective. "The salesman can help his firm achieve the
objective of perpetuity or hiring for ever, by establlshmg a lasting, mutually

~ profitable relationship with his customers.

11} Marketmg research The salesman acts as a marketing researeher also.
He gathers and promptly transmits relevant market information which often
helps the company in making timely strategic and tactical adjustments. Levit -
has aptly remarked that "selling is as basic to our society as metabolism is to life,"




and further adds that it is the salesman because .of tvhom' the "the Wheels

of industry are made to hum, income is. generated, standards of living are

ralsed and in the process even lelsure tlme is generated."

- Aetivity -1
How is personal selling important ? Discuss.

T e T

~ 182 PERSONAL SELLING_OBJECTIVES_

Tlhe first task in sales management isto determine precisely the piace of personal selling

in the marketing mix and to set the personal selling objectives, The role as well as objectives of
personal selling may vary from company to company. They depend on the overall objectives of
the firm, the overall strategy adopted by it, the type of products, marketed, the nature of the
 target market chosen, the type of channel pattern chosen, the resources available, and competi-
tors' practices in these aspects \3 )

The personal selling has many objec &?T hey are ;
to search for the new custoﬁbs

' ‘toincrease sales to contnbute to profit ob_lectlons by sellmg proper product mix.

' to educate customers regardmg product 1mprovements

e . to keep customers by informing changes in product line.

. 10 keep personal selling_expenses.
- & toattract dealers to stock and sell more
. to bring more customers to dealers, and ensure good relatio'nship ainong them.

e  toattract sales force to take higher targets, and ravened them for retire ro]e in
o customer services. : ' '

* ° tobuild company good will, ete.,

18.3 PERSONAL SELLING PROCESS

B Personal.'selling is an ancient art that has epawned a lerge body of literature and
many principles. Effective sales people operate on more than just mstmct - they are
highly trained i in methods of territory analyms and customer management.

Comp_ames spend lakhs of rupees on seminars, books,- cassettes, and other

‘materials to teach salespeople the "art of selling". Many are curious to know how and the
© _ : a3
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salesman to through the process of selling. Millions of books on selling are purchased '
every year, with tantalizing titles such as "How to Sell Anything to- Anybody, How I
raised Myself from Failure to Suecess in Selling. The Four - Minute Sell, The Best Seller, The
Power of Enthusiastic Selling. Where Do You Go from No.1 ? and Winning through
Intimidation.” One of the most enduring books on sellmg is Dale Camegles “How to
Win Friends and Influence People.” '

Steps in Personal Selling Process

The Salesman has to provide satisfactory services to the customers by providing
right goods of right quality in right quantity, at right place, at right time and at right price.
The selling process can be divided into followmg seven stages :

1 P_rospectmg
2 Pre-approach
3. Approaeh
4  Presentation and Demonstration
5. Orerooming Objections and
_ 6. Cfosing the sales - .
7. Follow-up. . SN
- Let us now discuss these stages step b§‘ \>
1. _Pro}specting o @

Prospecting : Prospecting is the first stage in the sellihg process. Searching for prospects

_is called prospecting. Prospecting implies finding out new customers. It means

collecting names and addresses of persons who are likely to purchase the products and who

*have adequate money to buy the product and also have the need of the product. Such .

persons are termed as prospects. The salesman searches or explores for valuable prospects
people with a néed for the product or service which he sells.

Selection of Prospect : In order to select a prospect or to'qualify a 'person asa prospect, the
salesman has certain qualifying test questions. Itis difficult for a salesman to meet each person

“and prospecting him, i.e., salesman has to qualify a few seleeted persons who =

are llkely to be his customers
2. The Pre - Approach

A salesman collects information i.e., names and addresses of prospects in order to con-
vert these prospects into customers. ' Conversion of prospects into customers
requires ati approach. If salesman effects this approach without any preparation, he may
not be  able to achieve desired results. Therefore, before approaching the prospects, it is
necessary for a salesman to have additional information about these prospects. ‘This
information normally includes, likes and dislikes, habits, tastes, financial standing, social esteem,

" marital status, family background etc. Suoh details enable the salesman to prepare effective

sales talk.



Pre-approach : i’re-approach ‘means preparing sufficient ground for approach.- It can be
.termed as an effort to get more information for ascertaining whether particular individuals have
really the purchasing ability, authority and whether they have really the n’ge‘d for the product.

Pre-approach thus implies getting more detailed information about a particular
person to have effective appeals . Many times a question arises as to when the prospecting
ends and where pre-approach begins. As selling is a continuous process, it is difficult to state

- with absolute certainty the point of start and end. However, it can be said that prospecting ends
when the salesman arrives at a conclusion that he has sufficient knowledge of
a prospect whom he can convert into customer. - ' '

There are various sources of information which can be tapped by| a salesman in
order to have successful pre-approach and approach. These include : fellow salesmen;
local newspapers; sales office; customers; trade directories; personal ‘observation; and

special investigations.

3. Approach

. Once the process of prospecting is complete, the prospects are finally determined. -
A salesman has to meet every one of the prospects of persuade them to buy the
product. - Approach means face-to-face or personal contact of the salesman with the = =
prospect and the actual beginning of the sale.', The salesman should: be careful to make his '
- first impression favourable. He should be neatly dressed, courteous, and |friendly in his
behaviour and tactful and sincere in his talk. He should know how to get along with all types of
people. Approach is regarded as a delicate stage {‘hjre the sales are won or lost. Approach is
- astepping stone for sales presentation. _ O - :

Requisites of a Good Approach -
A gd_od approach is ohe .that is 'c_har'acte'rized by the foliowing'essentials which -
can be expected of an effective approach. These requisites are very nicely|developed - by
. Russel, Beach and Buskrik in their standard work namely "Text Book of Salesmanship”. These
essentials can also be called as principles. These are : :

i). Making suitable appointment ; The appointment of a salesman with a

. prospect may be definite or elastic in terms of time. Whatever may be the type, the
salesman is to plan his visits with sufficient margin of time between two appointments or
interviews. Much depends on the prospect himself as to prefer a definite appointment to
elastic'one or vice-versa. =~~~ ' o ¢

ii). - Timing the approach : Wise salesman meets his prospects |at the most
opportune time. Opportune time implies his receptive mood. To sell the products like
fans, refrigerators, air-coolers etc..he will meet just before the summer season. The
person, selling cars, T.V. sets, scooters should see the prospects just after their promotion
and so on. ' S o S

iii). Using the business cards : It is almost a necessity these days to use vising cards. The
. question is that of handling over these cards before or afier meeting the prospect. In
addition to these cards, it is suggested by some veterans that these ¢ rds should be

~ accompanied by some presentations. L R

iv) Looking .goi)tla'attra.ctive :. Appearance of a salesman is’ of top significance in
' approach. What impression others carry about hifn is a key factor.. Itjis his look or




346

vi)

vii_)"‘

viii)

'Removing the sales tension : Remov.

appearance that creates an atmosphcl"c of talking to him. It is his appearance that clears -

the way and can straight talk to the prospect. Appropriate appearance fits the occasion’
and make him more important that speaks of his poise and dignity. '

Avoiding the early dismissal : Quite often, the salesman has the fear of
being dismissed well before he could present his ideas of his proposa!. This happens
either because of the disinterest of the prospect or the inability of the salesman to make
the sale. The secret lies in his appealing to his buymg motives and presenting mterestmg
and latest 1nformat10n to him. '

No apelogy : The salesman should never apologize for taking the valuable time of

" the prospect. In fact, he should feel that he is doing the prospect a favour by calling on

him. Apology for taking time indicates that salcsman is guilty of making a call and even

- unsoundness of his proposal. .

Winning undivided attention : Salesman should command undivided attention of
the prospect to involve him in sales proposal. Some prospects have the habit of listening
to others and doing their work too. A prize, awartmg an exhlbltlon ora present may help
capturmg his attention. : :

Centering the attention : As soon as the salesman meets the prospects the attcntlon
of the prospect is focused on the salesman and not on his proposition. That is why, the
salesman is to be the effective conduit pipe to center his attention not on him but on his
product for sale. He wrll do so if he demonstrates or speaks ‘about the features of the

product. - _— \)

sales tension is the major mission of a
shrewd salesman. The moment the. starts speaking of his products, some tryto
avoid it by having barrier of resist uch frigidity or tension can be eased in case he .
tells the prospect that his intention is not to sell but to present his ideas on his proposal '
His honest and smcere way of convincing evaporates the likely resistance.

Callmg back : All salesman will not succeed in -sellmg the product at the first attempt .
Failures at first sight need not lead to total rejection. Second and subsequent calls may

 result in sale. New approach from change angle should be his aim, as the prospect has
- many dimensions of lookmg at the proposal It is not the number of attempts, but the.

success that is to be counted

Metheds of Approach

There are eleven standard methods of approaching the prospects. The knowledge of all

these divergent methods is must for a salesman for it helps in combining these different methods

1.

. to his advantage to get maximum for his efforts put in. These methods are :

- Introductery Ap_proach‘ : This is the most common approach. The salesman

introduces himself by saying . "Gooed Morning, I am so and so and [ am representing
XYZ company. Then the salesman starts his talk on sales proposal. I{ the company.is

* unknown to the prospect then such an approach fails to gain favourable attention.

Sometimes the prospect may not be 1nterested in the product or in the salesman Then, .
there will be no appeal :

Prod uct Approach : Many tirrtes the customers like to handle and examine the product

- - before they form their opinion. Under this method, the sample product is handed over to



10,

11,

'demands it. The salesman should adopt@ approach carefully. o

- light. Of course, there are some people who tolerate the insincere compliment.

the prospect. In order to make appealing, the product offered should be popular, attrac- .

tive and unique so that the product tells its own story. |

Consumer benefit Approach : The consurners are interested in products wherein guar--
antee regarding performance of product, economy, space; physical appearance efc., is.

given. Consumer benetit appreach is designed for the consumers. Henclte it is likely to be

more appealing, ' |
|

Curiosity approach : Under this approach, the salesman .f'or.attracting the attention of

the prospect instantly, appeals to the instinct of curiosity. The salesman imay simply send
a message on a separate paper along with his visiting card. The message may run as
"Can you spare few minutes to advice me in solving a business problem?" This idea
proves useful in many cases. This idea can be fully exploited by the salesman.

Shock approach : Shock approach is ah_other useful aid of a salesmain._ it may be old
age, sickness, death, security, theft, depreciation that have greater _and dflzeper concern in
one's life. It is fear over all these that makes the prospect to think and act. The salesman
particularly selling service can take ful]'advantage of this. This approach makes the

prospect to think about reality of life, thinking about the things which he avoids normally.
) . l .

| .
Showmanship and imaging Approach : This approach is not appreciated by all the
prospects. The salesman can arrange for good show manship for the benefit of some

 significant prospect. -It is rather difficult to say about the shape of show manship. An

enterprising man can do anything to d tize this approach wheh the situation

Questions appreach : Use ozﬁa ions for opinions of getting an inter\iiew is -

important. In that, it is an art f; use of questions can be effectively used with
other complementing approaches like consumer benefit or curiosity. The huestions must
be suitable and specific according to the needs of a prospect. These questions must be
asked keeping in mind the buying motives of the prospects. :

|
Statement approach : Under this approach, the salesman can open interview with some
solid statements of achievements or benefits to the. prospect. Such achiévements have
their own impact. Sometimes, statements may contain facts regarding the products or its
ase for the prospect. ‘Such statements are normally concluded with a question seeking
prospect's reactions. - ' ' '

Premium approach : Sometimes the salesman virtually bribes the prospect to get his
attention. The certain things like pencils, cigarette cases, lighters, memo-books are dis-

tributed to them because it is the human urge to. get something for nothfing_. It brings

prospects in a good frame of mind and creates a more permissive atmosphere,’
. |

Survey approach : The prospect is more likely to receive the salesmen and will listen to
- his proposition with interest and involvement, in case the salesman comes with.a detailed

artalysis presented under survey. Care is fo be taken to see that there %hould not be
imagination in the real findings. A research work proves very useful to the salesman.

This method has been misused by some unscrupttious salesmen. |

Complimentary appreach : There is no harm in compliment'ing }a'deScrving'

. prospect. Appreciation, praise and compliments ean be good tools open in interview.

However, the salesman should not push this belt of flattery too far, his tricklis brought to
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4. Presentation and Demonstration

Presentation refers to the arrangement and decoration of articles in the shop. Effective
presentation helps the salesman in convincing the customers his proposition to sell. Effective
presentation is a vital factor in selling process increasing and holding the interests of the custom-
ers towards articles. Properly designed presentation can create new wants.

~ Essential features of a good -presentation' : The following are the essentials of an
effective presentation o

a) Promptﬁess in presentation
b) Clarity
¢) Showing the goods of proper quality and quantity |
d) Arousing interests S o |
e) Suggesting tests
f) Handling the goods with appreciation '
Demonstration in the sales process

Demonstration is one of the effective methods of good presentation of the goods to the
~customers. All the features of all the goods cannot be orally explained to arouse interest in
_customer. Demonstration is a way of assuringdyih proof to intensify the desire. The

demonstration must be done in a very mgthodical way, hence it should have been
prepractised and rehearsed by the salesma% monstration should cover every presentable

feature of the product. The prospects n%me induced to buy the product after seeing and |
following the demonstration. While demons

ing, a salesman can use films, stides, video casettes,
testimonials, pictures, photographs, charts, models, samples, advertisements, etc.

Successful and effective preséntation and demonstration of products play an important

role in effective sales. It helps in pushing up sales. So a successful salesman should be able,

- careful and better skilled in the art of presentation. Hence, a salesman should be very
 intelligent and alert in course of presentation of goods, meant for sale. K

The salesman should show the customer as many varieties as he can, politely talk to him,
and remove his doubts. These treatments will result into the confidence in the mind of the
customer regarding the price and quality of the product. In this case, the salesman should offer .
customer tremendous opportunity to make choice between the varieties of articles.. While
explaining the qualities of the product, the salesman should follow an appealing, impressive and
persuasive style of speech: Each of his words should convince the customer that the product,

" presented is suitable for him and the price charged is also reasonable. At the moment of
explaining the selling points in favour of the article, the salesman should also point out the
demerits of the competitive goods running in the market. The customer should also be con-
vinced about the price differences. Thus, the presentation if done in right manner brings confi-
dence and better impression in the mind of the customer in favour of the product and there is
automatic increase in the volume of sales. :

5. Overcome Objections

An obj ection is the expression' of disaﬁ;jroval of an action taken by the salesman . An :
348 objection is an adverse reason or an argument. Objections indicate various things. For a -



' salesman, it means that the prospect is not willing to buy or the sale_:smén has not been able to
‘convince the prospect. In every case, the salesman should accept it as a challenge in a sportive

manner. Beginners and inexperienced salesmen do not like objections. The

y have fear com-

- plex to meet objections. Such salesman takes them as personal defeat when tE_lc prospect raises

objections. An experienced salesman welcomes them because they indicate
prospect to their sales talk. Objections indicate the exact nature of the prospe
. state of his wants. Objections are very useful in developing sales talk. The ¢

clues to the reasons of the prospects.

e reaction of the
ct and_ the precise
wbjections are the

Reasons for Objections : The fol_loWingare the reasons behind _r:;lising objections

by the prospects.

1. The prospect may not be fully convinced about the product.

The prospect is unable to pay for the pr_oducfs.

The prospect might not have understood the worth of the prbduc'

2

3

4. Some prospects want to humiliate the. saﬂesman :

5. Some prospects may not like the approach of the salesman
6

* The prospect may fail to understarid the salesman's idea.

Objections like excuses are the result of doubts and suspicion existing in the mind of the .

—

prospects, .Sometimes, he may not raise the objections specifically. -In any|case, unless the

objections are answered ta the satisfaction of th
In order to-convert desire into demand, a sale

spect, he would not demand the product.
should remove the excusef and answer the
invitations to salesman to explain more clearly

objections. The objections should be tre
" and describe completely the benefits t %

Procedure for Handling Objections

The procedure for handling objections can be described as under :-

tained from the purchase of a product.

‘1. Listen attentively : The salesman should listen to the talk of the prospect additively,

and without interruption. Interruption would inflate the objection and make the . .
salesman's job more difficult. Lack of adequate attention, ignoring the doubts of

 the prospects and losing temper will surely spoil the chances of a sale. An experienced

salesman  pays complete attention to each and cvery sentence of the prospect and

reacts tactfully and skiltfully.

2. " Anticipate the objections : The salesman should anticipate the objections before they
: vers in the sales

are raised by the prospects. This can be done by incorporating the ansy

talk. In the light of such an anticipation, the salesman can change his pr

atearly stage (i.e., he should anticipate) and such obj ectiong, can be met

Ppresentation stage. A proper planned presentation would cover all but th
. tions which are to be met, as and when they arise.

T

esentation right
properly during

3. Prevent mistakes in presentation : The salesman should take certain precautions

in the sales presentation so that he can avoid certain mistakes whidh are normally

~committed by him. A salesman commits certain common mistakes knowingly or
- unknowingly. For example, a salesman goes on talking without active pm’Ecipation of the

prospect. Similarly, a salesman selling modern equipment should not irri
by creating an impression that the prospect is traditional minded or

ate the prospect
Id fashioned.

e unusual objec- -
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: Further, sorne salesmen are egoistic and over positive in their approach In such cases,
\\ - the prospects may challenge the salesman's statement which results n inviting ob]ec-
-y tioms unnecessarily. L .

4

Closing the Sale

The final step in the selling process is 'closing the sale’. The close is a véry important part "
of the selling process. Closing the sale is atechnique of securing the action'from the prospect.
Once the desire has been converted into demand, the term 'closing the sale’ really means closing
the sales talk effectively by securing an order from the prospect. Closing the sale is a tech-

" nique of converting the mental decision to buy the product into the physical action of buying the
product. Thus, the whole object of the process of prospecting, pre-approach, presentation and ,
* demonstration as well as meetmg of objections is to induce the buymg deCISIOI'l and close the
- sale.

_ A salesman wh'oz'i,s unable to close well wil_l have lost the sale transaction. Thus, a poor -
closer is a poor salesman. The ability of a salesman is tested by his efforts to close the
. sale i.e., conclude the sale. The patronage of the prospect should be continued for ever.

The step is mainly aimed at persuading the prospect that he should act now and not later.

- A good demonstration may convince the prospect that whatthe salesman is offering is the best
article, he can use to gain the advantages. The objective of the close is to get the customer in
“the mood of saying "Yes" so that the salesman can a8k for the order. The positive attitude,

responsive mood and self-confidence play a dﬁ:(ﬂ@ le in converting a wish into a
dcclsmn ?\
Follow Up

_ After a sale is closed it should be prcpcrly followed. The salesman shculd

- - ensure_that the delivery instructions given by the customer are properly followed. The sales-

man must visit the customer often to learn what problems or questions have arisen regarding
the product. "After- Sales Service” should be punctual qu1ck and satisfactory. .

Activity - II
1) Explain the seven steps involved in personcl Selling process

.........................................................................
..........................................................................
.....................................................................

........................................................................
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18.4 SELECTION AND TRAINING OF SALES FORCE

- The term "selection" implies choice. It means choosing sales foﬁce from-amorig
‘available for selection. - Selection means taking up the efficient candidate by various
~acts from the application forms invited through different of internal and external sources. In
the words of Dale Yoder, "Selection is the process in which zandidates by employment are
 divided into two classes - those who are to be offered employment and those jwho are not." A
manager should bear it mind that every job requires investment. Considerabl money has to be
sent for the induction and training if the person is selected. Hence, there is a riisk in selecting a

candidate. The inability of a manager to identify the right person for a particu ar job will make

his efforts and investments go waste. The term' recruitment' means, securing the services of
certain persons for a certain job. Appointment is a part of selection. Though there can be
recruitment without selection, generally recruitment is done after selection.

At the heart of any successful sales force operation is the recruitment and selection
of good salespeople. The performance difference between an average salesperson and a
top salesperson can be substantial. According to one study, a super salesperson sells on an

- average 1.5 to 2 times more than the average salesperson. In a typical sales force, the top 30 -

- per cent of the salespeople might bring in 60 per cent of the sales. Thus, careful sélection of
salespersons can greatly increasc the overall sales force performance. '

Beyond the differences in sales performance, poor selection results in costly
turnover.  The costs of high turnover can be gred. When a salesperson quits, the costs of
finding and training a new salesperson - plu “Costs of fost sales may run to thousands
oor lakhs of rupees. Further, e sales force \&any new people is less productive.

185 QUALITIES OF A GOOD SALESMANSHIP

1. - Product Knowledge

The salesman should know thoroughly the products he sells. The knowledge at

. product makes salesman's job interesting and meaningful. It gives him confidence in selling. A

salesman may have an exceptional personality but he will be at a handjcap, if he has

neglected acquiring a complete and useful knowledge of the products salesmen are required to
sell. It a salesman has complete knowledge of his products, he will inciease his sales, obtain

larger orders and render better service to his customers.

Self confidence

Adequate and accurate knowledge of his proposition will help him to make specific state-
ments instead of vague or general ones. The salesman will acquire cenfidence in himself and be
able to induce customers to spend more. The salesmen will thus be able to uphold and increase
the reputation of the organization in which he is emploved. The salesman without proper
knowledge of a product and its technicalities becomes a danger to the customer! Sometimes,if
he salesman does not know the techn icalities of his product and if some customer knows it, the
customer may put the salesman in tight corner and humiliation of salesman possible. The
salesman should be in a position to explain the salient features of all the gochS which he is
selling. There is is no limit for the amount of knowledge the salesman should |have about the
goods, but there is certainly a limit to the minimum. The salesman should know origin,“utility,
brand names, trademarks, competitive position and special features. In the case of technical
articles, a lot of useful information can be conveyed to the customer. When a salesman does not
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- become a successful salesman. In order to bec

“know details, the talk becomes unimpréssive and useless. A sa}esman_ should know physical
- dimensions of goods such size, weight, color, nature, source; quality control, etc.

Specilised Skills

_ The knowledge of goods which is essential is sometimes of a general 'kind or it may be of
a highly_specialized kind. Dealing in general commodities demands only knowledge pertaining -~

to various goods, their features of beauty, utility, durability and facility in using or handling them.
But when the goods are of a technical and complicated nature of a delicate and sophisticated
type, for example motor bikes, tape recorders, T.V. sets, V.C.Rs., Refrigerators, Washing Ma-

‘chines, Artistic paintings, Sculptures etc. the knowledge required of a salesman shouid not only
be complete, but perfect by being up-to-date. -

The salésman should have the knowledge of the strengths of the products, their
limitations, cost of operation, maintenance, cost of replacement, substitute products etc. The
salesman should also have the knowledge about the services offered such as installment

facilify, credit facilities, demonstration, guarantee, after sales services etc. He should have -
- capacity to ‘convert the prospect into a customer.

2. Knowledge of Self -

There are various fundamentals of successful selling viz., knowledge of products, knowi-
edge of customer and knowledge of self. Thus, knowledge of self gives us qualities required
for successful selling. Any man can become a salesman, though everyone obviously does not

er give him sales personality. Personality is
impress his prospects and customers. Various

and develop certain qualities. These qualities t

not a quality. But it is an ability of sales aQe
qualities possessed by a salesman shape %

3. Other Qualities

Finally, Charles Garfield in his study"o-f...s_uperachiev-ers. concluded that super '

sales performers exhibit the following traits : risk taking, powerful sense of mission, problem -
solving ability, care for the customers, and careful cal! planners. Robert Mc Murry wrote: " Itis
my conviction that the processor of an effective sales personality is habitual 'wore', an indi-

‘vidual who has a compulsive need to win and hold the affection of others. He' listed five

‘additional traits of the super salesperson: ” A high level of energy, abounding self-confidence, a
chronic hunger for money, a well-established habit of industry, and a state of mind that regards
each objection, resistance, or obstacle as a chailenge". Mayer and Greenberg offered one of
the shortest lists of traints; they concluded that the effective salesperson has two basic qualities

~ :empathy, the ability to feel as the'eustomer does, and ago drive, a?;trong personal need to make

the sale. _ -

Training of Salesman

After the selection of an employee in an organization, the next ]ogical.step is to train him o

for better performance. Training is the process which tries to increase the knowledge and skill
of the employee, thereby making him better equipped to perform his job or take on greater
amount of responsibilities. Training is such an area of management where employer and em-
ployee both have mutual interest. As far as the employee is concerned, training increases his

_ efficiency which.enables him to avail of better opportunities provided within the organization.

Also, the employer gets a better employee. - :

d successful salesman, one must posses. -

_ ersonality. The salesman should have a pleasing,
* agreeable, delightful, magnetic and friendly personality. '



_ ‘ However, the objective of training should not be considered as the -growth of
‘the employee. Growth of employee should be viewed in conjunction with the growth of organi-
zation. The training should enable the trainee to adapt himself to thé changing
environment and serve the organizational objectives in an effective manner. It is the duty of the

‘personnel department to determine training needs of various units and different individuals and -
schedule them. ‘The type of training, the method of training, the duration of training and all such

matters should be taken care of, by the personnél department.

Activity - TIT s

What type of qualitiéé should a salesmari have?

e e e
......-...-.-...-..--..-......-.........-'...‘-........-.-...‘....... ....
T T

' 18.6 COMPENSATING SALES FORCE

plans vary greatly both by industry and by companies within the same industry. The level of

To attract sales people, a company mrust hav; an appealing compensation plan. These

example, the average annual earnings of crienced, middle- level industrial sales person

- compersation must be close to the "going rat;" pthe type of sales Jjob and needed skills. For

amount to about Rs. 96,000. To pay l% an the going rate would attract too few quality -
nec S

- salespeople; to pay more would be un sary.

penses, and fringe benefits. The fixed amount, usually a salary, gives the salesperson some
- stable income. The variable amount, which might be commission or bonuse based on sales
performance, rewards the' salesperson for greater effort. Expense allowances, which repay.
‘salespeopie for job-related expenses, let salespeople undertake needed and desirable selling

Compe_nsatic)n is niade_ up of several elements - 4 fixed amount, a variable amount, ex-

efforts. Fringe benefits, such as paid vacations, sickness or accident benefits, pensions, and life - -

insurance, provide job security and satisfaction. -

Management must decide what mix of these compensation elements makes the
most sense for each sales job. Different combinations, fixed and variable compénsation, ‘give

 tise to four basic types of compensation plans - straight salary, straight commission, salary plas

bonus, and salary plus commission. A study of sales force compensation plans showed that 70

-per cent of all companies surveyed use a combination of base salary and incentives. The
-average plan consisted of about 60 per cent salary and 40 per cent incentive pay. '

- The sales force compensation plan can both motivate salespeople and direct their

activities.  For example, if sales management wants sales people to emphasize new
account development, it might pay a bonus for opening new accounts. Thus, the compensation

plan should direct the sales force toward activities that are consisient with overall  marketing -

objectives.
1. Motivating the Salesforce -

‘ Motivating_.the'salesfor'ce is the crux of salesforce management. The mettle of sales

management always gets tested on the touchstone of their motivation skill-how well they are -
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able to motivate salesmen under them. Management can boost salesforce morale and
performance through its organizational climate, sales quotas, and positive incentives.
Organizational climate describes the feeling that salespeople have opportunities, value and re-

‘wards for a good performance within the company. Some companies treat salespeople as if
‘they are not very important. Other companies treat their salespeoplé as their prime

movers and allow virtually unlimited opportunity for income and promotion. Not surprisingly, in
comparties that hold their salespeople in low esteem there is high turnover and poor
performance, Where salespeople are heid in high esteem, there is less turnover and higher -
performance. '

Many companies motivate their salespeople by setting sales quotas - standards stating
the volume they should sell and how sales should be divided among the company’s products.
Compensation is often related to how well salespeople meet their quotas. Sales quotas are set
at the time the annual marketing plan.is developed. The company first decides on a sales
forecast that is reasonably achjevable. Based on the forcast, management plans production,
workforce size, and financial needs. It then sets sales quotas for its regions and territories.
Generally, sales quotas are set higher than the sales forecast to encourage sales managers and
salespeople to give their best effort. - ) '

Companies also use various positive incentives to increase salesforce efforts. Sales
meetings provide social occasions, breaks from routine, chances to meet and talk with "com-

- pany brass," and opportunities to air feelings and fo identify with a larger group. Companies also

sponsor sales contests to spur the sales fore ake a selling effort above what would nor-
mally be expected. Other incentives inclyud nors, merchandise and cash awards, trips and
profit-sharing plan. L‘E '

2. Evaluation of Sales Foree % '

A sales organization to be successful must work efficiently. The efficiency of any
organization depends on its proper planning of its functions and their implementation and if

.proper implementation is to be ensured and enforced, strict supervision and control are neces-

sary. Control over the activitics of the salesmen is quite essential for the efficient
management of the sales personal. Mere wise selection of salesman and their training would
not be enough to achieve success in the sales promotion programmes. In this connection, their

- control and supervision is equally important. This is so. because the salesmen are after all

human beings and are therefore subject to common human weaknesses. There are two more
factors for which control over the salesmen becomes more essential. These two factors zre -

i) * Control over travelling salesman : The travelling salesmen work independently in far
away places. They are therefore not under the director control of the Sales
Manager. Hence, coordination and cooperation of their activities and their sales efforts
become quite essential. '

i) Salesmen under the direct control of the Sales Manager : When the salesmen are
~ under the direct control and supervision of the Sales Manager, they fecl responsible,
maintain discipline and performi their job efficiently and effectively.

Effective and Efficient Control of the Salesme_n

In order to maintain effective and efficient control and supervis_idn of the salesmen, the
following conditions are required to be satisfied.

(a) . Fixing Sales Quota : The sales manager should know what exactly the sales-




men are expected to do. This condition can be fulfilled by fixing the'sal¢s quota’ to
be effected by each salesmen.

- (b} Periodical Reports and Returns : The sales manager should'knoJrv that i:he,'

~ salesmen are doing what they are required to do. This condition can be tulfilled by
1ece1v1ng periodical reports and retums from the salesman.

.(c) Clear understanding about expected work : The salesmen should be given a
clear understanding of what they are required to do. ThlS can be done during the
training period. '

(d) Salcsmen are under watch : The salesmen should be given to undeq tand that
the sales manager alway% watches all their sales activities.

{¢)  Appreciation by Sales Manager Finally, the salestnen-should com_L to know
that their good work is always appreciated by the sales manager, '

Aetivity - IV - - _ ' : ‘

' 'W_’ hat type of factors help you in evaluating your sales force ?

3.7 SALES PROMOTION QX

Sales promotion is a very important part of the promotional mix. It is used by |just about

‘overyene in the channel of distribution. Manufacturers use sales promotion devices to get -

whalssales and retailers to buy their preducts for resale to customers. Manufacturers also use
. sales promotion to get the ultimatc consumer to buy their products. Wholesalers utilize this form

of proniotion to encourage retailers to buy from them. Retailers use sales promotion ro encour-
AL0 CONSUMETS 'to buy from their stores. -

Sales promotion rcfers to those activities that supplement both adverlilsmg and
personal selling and help make them effective. Sales promotion activities include premiums,
'lrce gifts, sweepstakes, contests, special prices and visual merchandlamg

The function of sales promotion is to give the customer an external reasPn to buy
the product. In other words, the customer receives or is made aware of something in
to the product when making the purchasc. This function is the principal distinguishing feature
berween sales promotion and other elements of the promotional mix. The other forﬁm of pro-

iiolion urge the customer to'buy because .of internal reasons or benefits to be derived from the
product itself,

‘Sales promotion devices might be directed towards the consumers of the firm's
products, towards the dealers who sell these products, or towards the fifm's own
salespeeple. No matter to whom the sales promotion is directed, in order to be effecti: ve, it must
peovide some incentive for that person to take the desired action, This incentive might be a gift

~which the person receives for taking the desired action. It might be in the form of money, either
' a3 cuuuc,d praf‘c for buying the article or an increase in income as a result of selling thr: product.

addition .
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It might also be in the form of a prize which might be won as a result of entering a contest or
sweepstakes. - : - ' : :

S_iles’ Promoﬁon and the Promotional Mix

Sales promotion does not normally work alone when a product or service is being pro-
moted. The sales promotion usually involves advertising or personal selling in order to be effec-
tive. Advertising normal ly plays the role of informing customers about the sales promotion and
telling them how they might participate in that sales promotion. Personal selling also plays a role
in a sales promotion. It is normally the responsibility of the sales person to sell the customer on
the idea of participating in a particular promotion. :

1883 FUNCTIONS OF SALES PROMOTION .

The major objective of sales promotion is the same as the major objective for all
promotion - selling more merchandise or service to the present or to potential customers.
However, certain forms of sales promotion do have specific objectives that the marketer ex-
pects to achieve. The following are the usual objectives of sales promotion.

1.  Introduction of new pfoducts :  Often marketers use sales promotion to make the
- customer aware of new bigffuc‘t's. . Havé you ever received a free sample of a new
~ toothpaste in the mail? Providing a free representative portion of a firm's product is-a
form of sales promotion known as s g. When the marketer uses this device, a
certain geographic area is selected a ad ) small sample of the new product is mailed to

" people in that area. It is hoped m result of their using the sample, they will like the
.product and buy more of it. % C '

2, SAttraction-’ of new customers : A marketer might also use sales promotion to sell

Mypducts to people who are not currently using an established product. This procedure

Hiflljt be used in one of two ways. Either the customers will be offered a reason to buy

the prodijct in the retail outlet or the retailer will be offered an incentive to buy the product

for fesale to the consumer. The coupon on the package which offers the customers.a 50

per cent L:li-scount on the next purchase of that particular product is an example of con-

sumer promotion to attract new customers. Some manufactures will allow a wholeseller

or retailer a special price on a new product in order to get them to purchase that product.

 This is an example of providing the retailer with a special incentive to purchase a new
- product. ' C

3. Making customers purchase more of a product : Often sales promotion is used to

increase the amount of a product that present customers are purchasing. The marketer
attempts to increase the amount purchased by retailers as well as consumers.

4. ° Increasing sales in slow seasons : A marketer might use some form of sales promo-
tion to increase sales during a normally slow selling period. The "White Good Sale" that
many deparimernt stores hold in January is an example of sales promotion designed to _
‘increase sales in a slow season. :

5. Remaining competitive :- A sales promotion device might be used by a marketer
because the competition.uses that device and business will be lost to that competition if

}:he marketer doesi't offer customers a similar incentive to buy. Have you ever noticed

- that when a grocery store in your home town begins a game or sweepstakes, in a short
time most of the grocery stores in your community are providing games or sweepstakes




Activity -V o | l
:Stato:t_he major objectives of sales promotion ?

to their customers" This is an example of a busmess particparting ina sales promotion in
-order to remain competitive. o

18.9 TYPES OF SALES PROMOTION = |

sales people. _ _ : '

1.

~ other means have failed. Q’

based on chance and everyone has an equal opportunity to win a prize. i

_ dlstrlbuled door-to- door or givcn away in retail stores S

The following are various types of sales promotion tools which help the prdducers and

: _ . .
- Premiums : A premium is a product that is usually offered frec or at a redu(;:ed price to
encourage a custorer to buy the promoted product. A towel that is enclosed in a box of

laundry detergent is an exdmple of premium. The premium is becoming one of the major
sales ‘promotion techniques in use today. Theg;} r of the premium is based on the

psychology of "something for nothing". Sal ¢ been stimulated by prer:mums after

Contests and Sweepstakes : Contests ¥nd sweepstakes have become important sales

protnotion devices. Contests require skill on the part of the entrant and entries are judged

‘on the basis of the skill of the individual entrant. Sweepstakes on the other hand, are

Samples : Samples normaily involve providing a small amount of the ﬁrms product to
the consumer for "try-out" purposes. Examples of sample include smal caqs of deodor-

~ ant, small tubes of lipstick, and small tubes of toothpaste. Drug and cosmetic firms are

the chief'users of the sample process. The sample may be delivered through the mail,

Coupons : Coupons are. used by manufacturers to induce the customers to buy the
product. They normally entitle the purchaser to a reduction in the regular!retail price.

: Coupons ar¢ sometimes placed on or in the package for the customer to use toward the

purchase price of that item the next time they built. ‘Coupons are also p]aced 111 newspa-
per and magazme advertising and. are sent lhrough the miail. .

o |
e i

Sales promotlon letters Several large compames utilize the medium of letters for

sales promotion. These letters serve different purposes. Sometimes, they arc reminders .

to buy a particular brand, Some Tettéfs seek information from customers on various

aspects of their purchases. Studies conductedon the efﬁcacy of letters as medium of

sales promotion indicate that a good Tetter must seck action from the receiver. Sales
promotl on letters are  sent to salesmen, dcalers and consumers. |

C_a:talogues : Catalogues carry essential information 4n the products offered by"the

-company; well designed catalogues give complete information relating to products, their

3571
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© tion strategy. It must be remembered tha

pictures, size specnf' catlons colors, packlng, uscs and prices. The produuts are properly
listed and indexed to facilitate order bookmg and processing.

7. POP/Bisplay : Point ofpurchase promotlon (POP) is one of the most widely used sales
promotional tools. Itis also sometimes referred to as point of salcs promaotion. With the
proliferation of brands, innovative displays have become 4 prerequisite for success.
Brands compete with each other for consumer's attention and for self space. The need to
remain on top of the consumer's mind has, become the prime concern of marketers,
Hence the importance of POP display.

8.  Trade Fairs and Exhihitions Trade fairs and exhibitions: are extensively used sales

promotion tools. They also form one of the oldest practices in sales promotion. Trade
fairs and exhibitions provide companies with the opportunity of mlroduung and
d;splaymg their products. This bring company's products and consumers in direct
contact with each other. "Sceing is believing” is a concept behind large scale
exhibitions. In the case of high cost industrial products, a trade fair is the most handy and

. effective sales promotion tool. In international marketing, international trade fairs are the

methods commonly resorted. Orders and inquiries worth billions act generated at inter-
national tradc fairs.

9.  Other Sales Promotion Tools : The other sales promotion tools include pnce off,
mstalment offers, free samples of the product, gifts, contests etc.

: Whllc resorting to sa]es promotion, it is e$§ential that these d[mensmns are kept in focus.
Sales promotion should form part of a well and well integraied communication/promo-
C promotion is Just one element of the marketing
communication mix of the firm. Whe lends with the other elements, it is very productive.

But, when it is handled as an indep&g@ent tool available at the beck and call of the. marketing
man, it can harm the long-term [Interest of the product. So, sales promotion must be used
judiciously ensuring that the money spent on sales promotion adds to the strength of the total

communication ef’forts of the firm.

Activity -VI

What are the tools used in sales promotion ?

......................................................................

18.10 PUBLICITY AND PUBLIC RELATIONS

Publicity and public relations are the last major methods of promotion. In most organiza-
tions these two promotional tools, typlcally are relegated to stepchild status behind persona!

selling and advertising.

Publicity as a Promotional Tool

Publicity is a promotional tool regarding an organization's products where the message is
notpaid for by the orgamzanon benefiting from it. Usuaily the pl!bllCIIy communication is either




.I.i) Product publicity:Publicizing specific produ'ctsl L oo

. to perform ? Discuss. g . . _ |

* (1).a non-personal news story appearing in a mass medium or (2) a promotlonal "qlug" that 1s

dellvered by a person in a speech or an interview. ' : | S

Pub[1c1ty can be used for a wnde varlety of purposes in a company. Management may

use pubhclty as one means of promoting the products or service marked by the orga:lmzatlon A

company also may publicize its new policies (credit, price discounting), its people (employee

- achievements, executive promotions, employee civic activities), rescarch and development suc-

cesses, financial reports, or its progress on pollution control. A company may use|publicity to
counteract an unfavourable image, unfavourable reports in'the rhiedia, or an unfavourable news
release from other outside organizations . Publlclty is part of the broader commun11catlon con-
cept that we call publlc relations.. -
. |

. . . : - : . : | .

Public .Ruelations : - . _

Auother major mass-promotion tool is public relations - buildin g goo'd. relations with the
company's various publics by obtaining favorable publicity, building up a good "corplorate image"

- and handling or heading off unfavorable rumors, stories, and events. Publlc relatlons depart-

ments may perform any or all of the following functlons !

a)  Press relations or press agency : Creating and placing newsworthy inforination in the

news media to attract attention to a person, product or service. |

- . N . - |
¢)  Publicaffairs : Building and maintaining nati local community relations

' @) | Lobbylng : Building and malntalmng rews with leglslators and goveml]nenl offi cmls

to influence legislation and regulatlon@

- e) - Investor relations : Maintaining relationship.with shareholders and othere in the finan-

c1al community : . _ I

)"  Development : Public relations with donor or members of nonprof' t orgdnlzatlons to

gain fi nanclal or volunteer support _ I

Activity-VIE L | - '_-'
Assume you are a public ] Relat:ons officer ina MN C. What type of functions you would like

.........................................................................

18.11_ SUMMARY o e

The sales management function, as noted earller comprisésthe managembnt of the sales-

personi and activities that-make up the corporate sales effort:, Sales manageljs are entrusted

with the task of organizing, planning and iniplementing the sales effort soasto ?chleve corpo-

rate goals related to market share, sales volume and return on investment. The teTsk involves the
~ . . : - | .
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sales manager in a set of activities both within the otganization and outside with other orgasniza-
tions.” Within the organization he has the responsibility of structuring relationship both with his
own department and with interacting organizational entities so that the sales task can be coordi-

" nated with other marketing tasks and performed effectively. It also includes allocating and

operationalising the sales effort among the sales personmel.

Sales promotion is a very important promotional tool and generally used to coordinate and

- supplement the advertising and personal selling programmes. Many compaties in India in the
. Tecent past have been increasingly using this tool of promotion and setting separate budgets 2iso
for this activity. Finally, publicity and public relations are also given important role in the market-

ing of products and services by many companies in India. In fact, marketers are trying to add’

' ublic relations as sixth "P' in the marketing mix. o
P eting

18.12 SELF ASSESSMENT QUESTIONS

I Short Answer Questions

. Whatis personal selling ?

2 What is salesmanship ?

3 What is prospecting ?

4, What is pre-approach ? \>

5 Wﬁat is approach ? - ?Q o

6 How do you overcome @ns from customers in selling process ?
7. How does publicity differ from advertising ? o

L Long Answer Questions

1. Explain the importance of personal selling in the marketing of products or services.

2. What are the objectives of personal selling ? To what extent the nature of the
product, target market and company resources influence the sales job. . Explain.

3. What are the product and market situations conducive to the use of personal sc! I-
ing ? :

4.  Whatis sell'ing process 7 Explain the steps involved in selling process.

5. Explain the procedure in the selection and training of sales force.

6. ° Describe the qualities of a good salesman. Prepare 2 comprehensive compensa-
-tion plan for sales force of a large company dealing with consumer products.

7. How do you motivate and evaluate sales force of a company ?

8. In the changing market situation, it is often referred to that the present day’
' sales persons are .in better position than in the past. Do you agree with this
statement ? Justify your.answer, : ' ' :

9.  What is sales promotion ? Whai is its role ? Comment on its role in India,

10.  What are the objecti_:i%’éé' of sales promotion ? Why is it needed ?




11, Issales promotion cffective for selling expensive consumer products suchias houses,; :
automobiles or backyard swimming pools ?1s your answer the same for expen— _
sive industrial products ? : '

12.  Explain how sales promotion can be used to offset weaknesses m personal
_ Qe]lmgm retail stores. -

13.  Which type of sales promotlon 'vehicles will you use. to promete the saie of a
premium brand ofwomen s toiletries? Why ? :

14, What roles do publ!c__;ty and public relations play in creating aWe:lrene.ss and '
educating both the intérnal and external publics of the firm.

15.  Give some recent examples of what yodco'nsider to be effectiﬁve publicity
campaigns. Explain why you rate these campaigns highly. P
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18.14 KEY WORDS

Personal selling : [sahighly disti,rjeti\_fe method ef_];'oromoﬁeQ

Sales promotion ' _ | : Is a Marketing activity oth'el"" than personal
' ' selling, advertlsmg and puthlty

Premium - ' : S [s a benefit offered to the customer by reducmg
'  the price of the product.
Coniest ' - ~: Acompetition based on skills int which prizes are
' offered. - !
Trade promotion ' - : Sales promotion activities directed at wholesaler

and retailer levels !
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