far as product is concerned it may any good, service or idea that satisfies
a need or want. Good is a tangible item or object that can be seen and
touched whereas service is an intangible product which can be felt. Idea
can be defined as concept or philosophy. Non Government Organisations
(NGOs) involved in various issues like crime prevention, drug prevention

and environmental pollution etc., can be described as marketing ideas.

The marketing manager is someone who is perceived as demand
stimulator for the organization’s products. But actually his task is more
than this popular perception of the people. He has to look into the level,
timing and composition of demand in such a way so that the
organization’s objectives may be achieved. Through this discussion, it
can be seen that marketing management is eventually demand
management. Marketing managers can manage demand by carrying out

hi&"T hey

research in marketing and then planning the products e;
1stribution and

also decide about target markets, prici al'
‘éter P§1p Kotler has quoted

ng job of marketing

promotion of the product. The e

eight different statesﬁ @Md an (X
managers ‘1@ et’s disc e
AP (€ eV g‘é

(A) Negative Demand: When a particular product is disliked by

rent states of demand one by

the majority part of the market, it is a state of negative demand. Product
like vaccinations, heart surgery and dental work etc. are often avoided by
the consumers because of the negative feeling. The marketers task is to
redesign the promotional programme and is to reposition the products in
the mind of the consumers so that they are able to change their beliefs

and attitude of the target market.

(B) No Demand: When the target consumers are either not
aware about the product or they are not interested in the product. For

example, an industrial house may not be aware about the new
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The objective of this lesson is to acquaint the students about the
marketing environment and its various constituents. This chapter
explores the association between the different elements of a firm’s
environment and the ways in which it can respond to the existing and

changing factors.
2.1 INTRODUCTION

Managers face difficult and exciting challenges today. A global
economy in which world-class quality is the ticket to ride, increased
diversity in the work force, and calls for more ethical conduct promise to

keep things interesting. The challenge for today’s and tomorrow’s



provide employment to the localites at least to the unskilled labour
otherwise local group may harm that very business or they may interrupt
the functioning of the business. The media has also to be taken into
confidence because in turned hostile they may tarnish the image of the
organisation unnecessarily. Simultaneously media may disseminate vital
information to the target audiences. Action groups can also create
hindrances in the name of exploitation of consumers or on the issue of

environmental pollution. The business suffers due to their activities.

Therefore, their concerns should also be kept in mind. Albeit, it is
wrong to think that all publics are threats to the business yet their

concerns should be considered up to a certain level.
(B) Macro Environment

With the rapidly changing scenario, the ﬁrm @m\k\kr the
major forces like demographic, economic %& 1ca1, political /legal
and social/cultural forces. The emus attention to their
casual interaction ‘{} 676 stage for certain
opporty, w*@\‘ql as th %ﬁ macro factors are, generally, more
élable thaIPta- 1cro factors. A brief discussion on the

1mportant macro environmental factors is given below:

(a) Demographic Environment. The first macro environmental
factor that businessmen monitor is population because business is
people and they create markets. Business people are keenly interested in
the size and growth rate of population across the different regions, age
distribution, educational levels, household patterns, mixture of different
racial groups and regional characteristics. For ensuring the success of
the business incessant watching of these demographic factors is a
prerequisite. To enter into a particular segment, a marketer needs to
understand composition of that segment with respect to different

demographic factors in that very segment so as to decide the optimal



the world such as penicillin, open-heart surgery, family planning devices
and some other blessings like automobile, cellular phones and internet
services etc. It has also been responsible for hydrogen bomb and nerve
gas. But the businesses that ignored technological developments, had to
go from the world map. For example, in India, cars like Ambassador and
Premier had to go from the scene because of obsolete technology.
Likewise, containerised movement of goods, deep freezers, trawlers fitted
with freezers etc. have affected the operations of all firms including those
involved in seafood industry. Now it has been ensured that perishable
goods can be transported in a safer manner. Explosion in information
technology has made the position of some firms vulnerable. The life
cycles of the products have reduced and expectations of the consumers
are becoming higher and higher due to all these technological changes.
To cope up with this kind of scenario, a continuous Vi \Qf the
happenings and adequate investment in R & D n rmarked by
the marketer. Marketers must also &[

b&m

certam government
regulations while developl

O gg@@roducts with latest
technological 1nr\olqt1'&1¥ ?)l O“
PV@ Pollacal@@ngronment Business decisions are strongly

affected by developments in the political and legal environment. This
environment consists of laws, regulations and policies that influence and
limit various organisations. Sometimes these laws create opportunities
for the business but these may also pose certain threats. For example, if
the government specifies that certain products need mandatory
packaging then it will boost the cardboard and packaging companies but
it will add to the cost of the product. Regulations in advertising, like a
ban on advertisement of certain products like liquor, cigarettes and pan
masalas and hoarding of food products, gas and kerosene are the reality
of today’s business. Business legislations ensure specific purposes to
protect business itself as well as the society from unfair competitions; to

protect consumers from unfair business practices and to protect the

12



3.1 INTRODUCTION

It is quite evident that knowing consumer needs and desires is a
road to success for the marketers, but the question is how? It is not a
simple task. At the first instance, we can feel that whatever consumer is
telling may be perceived as correct but actually he may act otherwise.
They may respond to your message but may be influenced at the last
moment by their friends, family members or by their other reference
groups. It may happen that they intend to seek products as their
counterparts are using but their cultural moorings may not allow them to
use those products. They may not be in touch with their deeper
motivational level and may not exactly know as to what they really need.
Even after conducting surveys and knowing their needs, while trying to
convey a message, a marketer may entirely fail to make audience perceive
the message as desired. A marketer, for the cortj % the

consumers may try to make the goods avail *@m doorstep, while

they actually may prefer going to e. The Q&lrketers study finds
varied types of persoﬁ‘li@m b sort of appeals to
convince thet ding to t epts. So, there are hundreds of

q@t&g which co@ a,ge way of conducting research on consumers
for knowing their deep-rooted needs and desires, but nevertheless
marketers must study their target customers’ needs, wants, perceptions,

preferences and buying behaviour.

So, the aspect of studying consumer behaviour is another
paradigm in the field of marketing which requires huge attention.
Although it needs a full life-span to study and understand a person’s
consumption decisions but for practical reasons marketers have to study
consumer behaviour. The study of consumer psyche facilitates designing
of more effective solutions to marketing problems. Therefore, a marketer’s
task is varied and complicated than it actually seems to be. It’'s not only

the need and wants the marketers have to look for. Rather, their real task



when do they buy, from where they buy, how frequently they buy, and
how they use certain products. But the study does not stop here as it
also goes further to study the post purchase and evaluations of the
consumers. So, it addresses all the issues related from pre-purchase to

post purchase behaviour of the consumers.

The study regarding consumer behaviour can be divided into two

parts i.e. consumer buying dynamics and dynamics of business buyers.
3.3 CONSUMERS’ BUYING DYNAMICS

Let’s discuss in brief the various determinants of consumer
behaviour. Figure 1 summarizes the various factors that influence

consumers’ buying behaviour.

Fig. I \.)\4

Cultural Social Persa\]e U‘P’sychologlcal

Culture Reference Group hiﬁr@‘%‘g?\& Stage Motivation

o™
Subculture . @d\'y
S(@((%s Roles@ %@.e Economic Personality

circumstances

glccupatlon Perception

Source: Marketing Management by Kotler, p. 173.
3.3.1Psychological Factors

A person’s acquired needs are influenced by certain psychological

factors such as motivation, perception, learning and personality, etc.

(a) Motivation: Motivation is a process of restoring the balance
between actual and designed state of mind that has been effected by
some physiological or psychological deprivation. This deprivation may be
the cause of simple reaction in human biological system causing hunger,

thirst, security and desire for sex etc. or it may be due to complicated




a new job or to solve a new problem. In a new task purchase, the
organisational buyer needs much information. In this case, the buyer has
to face so many challenges regarding product specifications, vendor
specifications and procedures for the future purchase, therefore, the

longer the time to decision completion.

(b) A modified rebuy purchase: It is a type of buying situation
in which the buyer wants to modify product specifications, prices,
delivery requirements, and other terms and conditions. For example, you
might seek faster delivery, lower prices or higher quality of products to
meet the changing needs of your customers. A modified rebuy situation
may cause regular suppliers to become more aggressive and competitive
to keep an eye on customers’ business. Simultaneously competing

supplier may see an opportunity to obtain the company’s businesv

(c) A straight rebuy purchase' It is a @nGQchase of the

same products under approx1matel ms of sale. The buyer
chooses from supphers o ﬂ of i e@@approved list giving
weight to the rma H@iqulres little information for

?le&u\f pur ? In such cases suppliers monitor the
r

organizational buyer' inventory and let the buyer know what needs to be
ordered and when. These purchase decisions are extremely important to
business buyers. It is critical that organizations purchase quality
materials and components to be used in the manufacturing process.

Simultaneously, they must strive to keep their costs down.
3.7 PARTICIPANTS IN BUSINESS DECISIONS

Business purchase decisions are hardly made by just one person.
Instead, most organisations make their purchase decisions through
many individuals who work in the organisation and also participate in
the purchase decision process. These people consist of users, influencers,

buyers, deciders, and gate helpers.
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involves problem recognition, where one or more persons recognise a
problem. It may occur under a variety of circumstances. For example, the
sales manager and office manager of an office play a key role in
recognising the need to add computers to their office. Recognition of this
problem, however, can come up in several ways. In this particular
instance, a continuing problem between field sales agents and internal
administrative staff may lead the office manager and sales manager to
recognise the problem. The continuation of these sources of influence
eventually leads to an increased level of importance and the subsequent

stage of information search.

2. Information Search: Information search can be both formal
and informal. Site visits to evaluate a potential vendor, laboratory tests of
a new product or prototype, and investigation of p0331ble oduct
specifications are part of formal information search. Infq ation
search can occur during discussions w1th \%regﬁatlves while
attending trade shows, or readl spem journals. Business

buyers search for 1nf th to heﬁﬁm est decision and to
and rec W

support tl\ll\

P 3. EvaluaiEn and Selection: The evaluation of possible

ithin the organisation.

suppliers and selection of a supplier often follows a two-stage decision
process. The first stage is making the buyer’s approved suppliers list. In
this case, a conjunctive decision process is very common. Using this kind
of process, the organisations screen out potential suppliers that do not

meet all its criteria.

A second stage of organisational decision making could involve
other decision rules such as disjunctive and lexicographic etc. In the
disjunctive decision rule, a minimum level of performance for each
important attribute is established. All brands that surpass the

performance for any key attribute are considered acceptable. The
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4.1 AN INTRODUCTION TO MARKETING RESEARCH

Before defining ‘marketing research’, let us define research.
Research always starts with a question or a problem. Its purpose is to
find answers to questions through the application of the scientific
method. It is a systematic and intensive study directed towards a more

complete knowledge of the subject studied.

Research can be classified into two broad categories: (i) basic
research, and (ii) applied research. Basic research is sometimes called
‘fundamental’ research, ‘theoretical research or ‘pure’ research. It aims at
expanding the frontiers of knowledge and does not directly involve
pragmatic problems. The essence of basic research is that it addresses

itself to more fundamental questions and not to the problems with

immediate commercial potential. u\‘

Applied research, on the other ‘g a ds with a certain
problem, and it spemfles alter ﬁi e possible outcomes
C

of each alternative. resear ‘ﬁt% mpted by commercial

con51de ;\Q\N.‘gh on lly be able to distinguish between
beQ (research and a‘gresearch, the distinction between the two
sometimes gets blurred. Several firms may be engaged in basic research
which does not have any immediate commercial use. However, it may be

potentially commercial or else the firms would not have undertaken it at
all.

Applied research can be divided into two categories: (i) problem-
solving research, and (ii) problem-oriented research. Problem-solving
research, as the name implies, is concerned with a particular issue or a
problem and is usually proprietary in character. The latter characteristic
indicates that such a research is undertaken within a firm or by an
outside consultant on its behalf. Problem-oriented research, on the other

hand, is concerned with a class of issues of problems in which several



All these types of research studies have tremendously helped Pepsi
Foods to strengthen its position in the market. It feels the pulse of the
market and is always in touch with the latest developments in the

market.

7. Another multinational company Whirlpool Asia lays
considerable emphasis on marketing research. In this company, every
activity, strategy and decision is based on data collected through the
research process. It believes in planning research in advance though it is
rather difficult. It strives to have a meaningful dialogue with the
consumer in order to know his real opinion about its products, what
difficulties he experiences and what suggestions he has to offer.
Information thus received proves to be quite useful to the company in

modifying its products or in evolving new ones. \A

Whirlpool has gained an insight 1nto the v re.lﬁgnents in the
market. In India, it has segment on the basis of the
E §le

different stages of the ﬁroam “ 3 0

whic ez 6&efr1gerator should be put in the
mQ{& or what sh@d e price of a particular model are based on
research. Marketing and Research Group (MARG) has been the main

marketing research agency for Whirlpool.
4.4 LIMITATIONS OF MARKETING RESEARCH

The preceding discussion on the different applications of marketing
research should not lead anyone to assume that marketing research can
solve all the problems of marketing. While it can be extremely rewarding
to a firm, it is wise to know that it is subject to certain limitations. One
must be aware of these limitations in advance so that one is clear about
what marketing research can and cannot do. The following are the main

limitations of marketing research:



either from sources internal to the firm or from external sources.
External sources of information can be further broken down into primary
and secondary sources. Thus marketing management information comes
from (1) sources internal to the firm, (2) primary sources external to the

firm, and (3) secondary sources external to the firm (see table 1).

Some sources are internal to the firm, such as information
generated by the marketing, accounting, and production departments.
Their normal operating responsibilities require that they compile some of
the sales and cost data needed by management. There are also data
sources external to the firm, and these can be further classified as

primary or secondary data sources.

Secondary data are those that have been collected by other
organizations; for example, government agencies such as the \(@erce

and Labour departments of the federal rl@gt financial

organizations such as Reserve B and IBRD; newspapers
and magazines such as T1 inance India, trade
assomatlons. asﬁ‘hb CCI @&fn ese sources are called

@\’e ause ﬁ @113 ions collect original data, analyse and
ﬂe these data, séﬁhen publish only summary tables and charts.
Users of such data are limited to what is presented in the summary
tables and charts; the original data are not available to them. As
secondary data typically are compiled for some general audience- not just

for a specific manager- it is unlikely that their form and content will

perfectly satisfy a specific manager’s information needs.
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Population to be Analysed

The individuals or objects whose characteristics are to be
measured are called the population or units of analysis. The units always
identify the objects to be studied. It is necessary that the universe is well
defined. Consider, for example, the statement- “Women’s dress buyers in
Delhi stores on July 30, 2002”. This specifies a particular universe,
provided that clear definitions are given for ‘Women’s dress buyers’, and
‘Delhi stores’. Consider another universe- “Women living in the Delhi
metropolitan area who are shopping for one or more dresses in July
2002”. The difference in the two statements is that whereas the units of
the universe are ‘buyers’ in the former, in the latter they are ‘shoppers’.
Also, note another difference between the two universes. In the first case,
the universe indicates ‘Buyers of women dresses’, implying that the buyer

may be either male or female. But in the second ca@orw men

comprise the universe. a\
MO
Time and geographt'ial 6ma 0

\h!’-e and ra l%alg)undarles we find that the two
1,119 Xses are again @f&g

July, 2002 is given while in the second instance the entire month of

In the first instance, a precise date, viz. 30th

January is given Similarly, the two universes are different’ in terms of
space- the ‘buyers’ universe specifies stores located in Delhi while the
‘shoppers’ universe specifies the Delhi Metropolitan area which should be
a larger territory than the former. A more subtle difference between the
two universes can also be seen. The ‘buyers’ universe specifies that
buying takes place in stores located in Delhi. The ‘shoppers’ universe
does not specify as to where shopping takes place. It says that women
shoppers living in the Delhi metropolitan area in July, 2002 are

shopping. They may be shopping outside Delhi as well. Thus in the
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idea of the environment in which the research is to be done, so that focus
on the problem is not lost. Finally, problem formulation would also
indicate the limitations of research itself so that one can see it in a proper

perspective.
Choice of Research Design

A research design specifies the methods and procedures for
conducting a particular study. The researcher should specify the
approach he intends to use with respect to the proposed study. Broadly
speaking, research designs can be grouped into three categories-

exploratory research, descriptive research and causal research.

A exploratory research focuses on the discovery of ideas and is
generally based on secondary data. It is preliminary investigatiowhich
does not have a rigid design. This is because a researche (€yg in an

exploratory study may have to change his éo%& er’esult of new ideas

and relationship among the \%‘\NO 3 0
A descg s&Sy is un fkl—{eO‘\Shen the researcher wants to
racterg

taln groups such as age, sex, educational
level income, atlon etc. In contrast to exploratory studies,

descriptive studies are well structured.

A causal research is undertaken when the researcher is interested
in knowing the cause and effect relationship between two or more

variables. Such studies are based on reasoning along well tested lines.

It may be emphasised that the main criterion of a good research
design is that it must answer the questions posed earlier. Further, the
researcher should select that research design which is appropriate in
achieving the objectives of the study. A point worth emphasising here is
that there is not one ‘best’ research design. There are several alternative

methods for solving a particular problem. Therefore the research should

22



likely to be larger when small rather than large samples are used, for

small samples have lower reliability.

Example: If 20 percent of a sample of Delhi’s households reports
that they regularly view a certain television program, a manager can ask:
“How close is this sample estimate to the true percentage that exists
among all Delhi households?” The sample size will be a factor in
determining the answer to this question. If a sample of 1,000 households
was used to gather the information, the manager can be confident that
the sample was large enough to provide an estimate within one or two
percentage points of the actual percentage of all Delhi households
regularly viewing the program. If only 50 households were sampled, and
10 households (20 percent) indicated they were regular viewers, the

actual percentage of households viewing the program might be a‘z)w as

10 or as high as 30. \e ‘CO ‘u
The magnitude of potentiﬂX 6&6&@' sample size can be

calculated using the theogs ping s ﬁ (6@ probability sample
is used. That elp re

?%@M&éen @&u y. The accuracy needed in the study

the costs of using various size samples will determine the choice

etermine what sample size is

and, therefore, the reliability of the results.
Organising and Conducting the Field Survey

Having prepared the questionnaires and selected the sample design
and size of sample, the next step is to organise and conduct the field
survey. Two important aspects should be looked into interviewing and the

supervision of field work.

The task of interviewing seems to be simple but, in reality, it is one
of the most different tasks in marketing research. This is because

respondents are generally hesitant in giving information unless

26



is necessary that the researcher gives sufficient thought and care to its

preparation.

Although report writing needs some skill which can be developed
with practice, the researcher should follow the main principles of writing
a report. Some of these principles are objectivity, coherence, clarity in the
presentation of ideas and use of charts and diagrams. The essence of a
good research report is that it effectively communicates its research
findings. As management is generally not interested in detail of the
research design and statistical findings, the research report should not
be loaded with such details, otherwise, there is a strong likelihood of its
remaining unattended on the manager’s desk. In view of this, the

researcher has to exercise extra care to make the report a useful and a

B\

Sometimes, a detailed marketing research y S up one or

worthwhile document for the management.

more areas where further investigst'@teaa‘ed Since research on

those areas or aspects covﬁs tg@@the original project,
a separate follw as t% tt

Pgometlmes a@ agmarketmg research study throws up one or
more areas where further investigation is needed. Since research on
those areas could not have been fitted into the original project, a separate

follow-up study has to be attempted.
Conclusion

The marketing research process, as described above, involves
various steps, though strict adherence to each of these steps may not be
necessary. A researcher may deviate from the above sequence and steps
depending on his specific needs. It should be remembered that as
research proceeds from the selection of the theme through the collection

and analysis of data to the preparation of a report, the focus of attention
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frequently overlap one another. They are (1) formulating research
problem (2) choice of research design (3) determining source of data, (4)
designing the data-collection project; (5) selecting a sample type and
sample size; (6) organizing the fieldwork; and (7) analyzing the collected

data and (8) reporting the findings.
4.8 KEYWORDS

Market research: It is about determining the characteristics of a

market like size, growth rate, segment, and competitors positioning etc.

Marketing research: besides including market research, it
includes the monitoring of the effectiveness of its advertising,

intermediaries, financing policies and identifying the needs of the

consumers. \4
Data-based marketing: The practice é\@g@Qatabases of

customers’ names, addresses, &
ious

responses to previous { {eém % %@t

‘@}l\!t is a gr %Qﬂutlon to a problem. Here we take
ceBu assum ptlons o% ch objectives.

Research design: A master plan that specifically identifies what

ers, past purchases,

techniques and procedures will be used to collect and analyse data about

a problem.

Sampling: Any procedure in which a small part of the whole

population is used as the basis for conclusions regarding the whole.
4.9 SELF TEST QUESTIONS

1. What is “research”? What are the two broad categories in

which it can be divided?
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10.
11.

12.

preve

N

Quoted from ‘Marketing Research’ by G.C. Beri. According to
the author the first four applications are based on case
studies and articles published in different issues of
Advertising and Marketing (A&M), a fortnightly magazine
published from New Delhi.

Based on The Strategies Quarterly (The Business Standard
Magazine of Management), January-March, 1996.

Examples 6 and 7 are based on Vibha Gaba: “Tracking the
Users” in The Strategist Quarterly (The Business Standard
Magazine of Management), January-March 1996, pp. 41-44.

Mature Products Remain as the Mainstays in the Gillette Co.,

“Marketing News, June 10, 1983, p.17. \A

Brown, F.E., Marketing Research @q@]@le‘y, Chapter

2, p. 35. te

Bas r‘(@m "W%{@ supplement to ‘The
mic T1m@elé9£ust 2002, page 1-2.

34



LESSON-5
MARKET SEGMENTATION, TARGETING
AND POSITIONING

STRUCTURE

5.0 Objective

5.1 Introduction

5.2 Market segmentation: meaning and definitions
5.3 Levels of market segmentation

5.4 Bases for segmentation

5.5 Criteria for effective targeting of market segments
5.6 Approaches for selecting target markets:

5.7 Product positioning \)\A
5.8 Strategies to position products .
52\
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P @@2 eferen? a e

5.0 OBJECTIVE

readings

This chapter explores the bases of segmentation and criteria for
segmentation. How the study of segmentation help out companies to
target selected groups. The chapter also stresses that how a company’s

products must be positioned against competitors’ products.
5.1 INTRODUCTION

Marketers can not be all things to all consumers. A firm can not
satisfy every consumer with the same product, no matter how effectively
it designs the product and its marketing mix. It happens because

customers are too numerous and diverse in their buying requirements.



and cleaning materials which are all ancillary to the manufacturing

Process.

Goods required by industry are shown in Figure 3 and classified

into the formal groups described below:

1. Installations: These are the most expensive and critical
purchases a company has to make. They are the major items of plant and
machinery which are required for the production of a company’s product.
If a company makes a mistake in its choice of office equipment or
building maintenance services this can be costly, but it is unlikely to
seriously threaten the company’s future. However, if a range of
machinery is purchased which is subsequently found to be unsuitable;
this could jeopardize the complete production base. The purchase of
installations is, therefore, the result of a very extensive sear \&cess.

Although price is very important in such a decisio ei@g)ét never the
single deciding factor. Much emp on the quality of sales
support and advice an &btec}‘? %@ert & after-sales
service.
eW V1420

Pge\,l}cces@ g,%e installations, these are considered as
capital items, but they are usually less expensive and are depreciated
over fewer years. Their purchase is important for the company, but not
as critical as installation purchase. Accessories include ancillary plant
and machinery, office equipment and office furniture. In the case, of say,

a haulage company, forklift trucks, warehousing equipment and smaller

vehicles would be classified as accessories.

3. Raw Materials: The purchase of raw materials probably
accounts for most of the time and work-load of a typical purchasing
department. There is a direct relationship between raw material quality
and the quality of the company’s own finished product. Therefore it is

vital that quality, consistency of supply, service and price are optimized.
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unrelated products. In the above example of the CIBA-Geigy, the
company has diversified in unrelated products. This is called scramble
diversification. On the other hand, Bata Shoe Company has diversified in
related products by marketing socks, boot polish, etc. This is called

related product diversification.

In certain situations, a company may adopt the strategy of
slimming or contracting the product mix. It may do so by abandoning a
product line, or reducing the variety of models in a product line, called
product line simplification. In the U.S.A., a trend of trimming the product
line was witnessed in the 1970s. Many companies like Xerox, Radio
Corporation of America, General Electric, etc., dropped certain product
lines altogether and also thinned certain fat product lines. The objective
of trimming the product line is to abandon the low-sales volume gnd low-

profit products and concentrate on a limited numb&Of ‘\;ﬁ “profit
.

products. Sa‘\e
duct-Mi ined
Product-Mix Define Om

, X
« W‘@t\hllx (also éal@%:)duct assortment) is the set of all

prQu tsand item@i articular seller offers for sale”.

It is the set of all product lines and items that a particular
company offers to buyers. The width of a product mix refers to how many
different product lines a company carries. For example, Proctor &
Gamble’s (P & G) product mix in India consists of four lines such as

detergents, bar soaps, personal hygiene products and disposable diapers.

The depth of a product mix refers to how many variants of each
product are offered in the line, e.g. Colgate-Palmolive’s Halo shampoo
comes in three formulations and three sizes and hence has a product mix
depth of nine. This kind of assortment is popularly referred as Stock

Keeping Units (SKUs).
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Downward stretch takes place when the company finds that its
offerings are at the high price end of the market and then stretch their
line downwards. For example, P & G’s Ariel detergent began at premium
end and then the down market Ariel bar was introduced to tap the lower

segment.

Conversely, upward stretch occurs when a company enters the
upper end through a line extension. The reasons for this may be a higher
growth rate, better margins or simply a wish to be a full line marketer. An
example of a successful upward stretch would be that of Lifebuoy, which
started from hygienic bath soap for the masses to a premium quality
liquid hand wash for the higher strata of society. Throughout this stretch

the brand had used hygiene as is core benefit, so that there was no

uk

2. Line filling: A product line can also @@Qd by adding

more items within the present prﬁ&-@%’aﬁeoare several reasons

for line filling. _‘
Wgﬁx incre % Q
Pfe A’ylngéaﬁg@rrﬁﬁlers who complain about lost sales

beca miSsing items on the line.

dissonance in the minds of consumers.

J Trying to utilize excess capacity.
J Trying to offer a full line of the product.
. Trying to plug holes in the positioning map.

The launch of Cinthol, in different variants is an example of line
filling. Today Cinthol is a lime-soap with yellow packaging and a cologne
variation with blue wrapping apart from the initial Cinthol fresh. There is
also a Cinthol International, packed in a red pack with a picture of

mountains depicting freshness.
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The company needs to differentiate each item in the consumer’s
mind. For this, each item must possess a difference which sets it apart

from the others.

3. Line modernization: Even when the product line length is
adequate, the line might need to be modernized. The issue is whether to
overhaul the line completely or one at a time. A piecemeal approach
allows the company to see how customers and dealers react to the new
style. Piecemeal modernization is less of a drain on the company’s cash
flow. A major disadvantage of piecemeal modernization is that it allows

competitors to see changes and start redesigning their own line.

In the rapidly changing market, product modernization is carried
out continuously. Because competitors are constantly upgrading their
options, each company must redesign their own offering. \@pany

would like to upgrade customers to higher-valued ]@h@ ced items. A

major issue is the timing of the p §q}]@&@fovements so that they

do not happen too early €§ r current product
o that Sﬁ

line, or come ofe
opppeN e pa0e 13

4. Line featuring: In the case of durable products, marketers

itors can establish a strong

at times select one or a few items to “feature”. The idea is to attract
consumers into the showrooms and then try to get them exposed to other
models. At times, the marketer will feature a high end item to lend
prestige to the product line. These products act as “flagships” to enhance
the whole line. Sometimes a company finds one end of its line selling well
and the other poorly. The company may try to boost the demand for the
slow-moving items, especially if they are produced in a factory that is

lying idle due to the lack of demand.
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6.5.1 Managing Line Extensions

There are several factors which can explain why so many
companies have pursued line extensions as their marketing strategies.

These are being discussed as under:

1. Customer segmentation: Managers perceive line extensions
as a low-cost, low-risk way to meet the needs of various customer
segments and by using more sophisticated and lower-cost market
research and direct marketing techniques, they can identify and target
finer segments more effectively than ever before. In addition, the quality
of audience profile information for television, radio and print media has
improved; managers can now translate complex segmentation schemes

into effective advertising plans.

2. Consumer desires: Consumers are sw1tch:r@b)a}1§ and
trying products they have never use ‘vléf extensions try to

i c@g a wide variety of

products under a rell a 10ns, companies hope,
fulfil c ql\& es Z em loyal to the brand franchise.
T}P(;,Uarat Milk @a&g

products under the brand name Amul. Similarly, SmithKline Beecham

satisfy the desire for ° somet

g Federation launched a host of milk-based

made an entry into the faster growing brown beverages segment with its
Chocolate Horlicks brand to counter the established Cadbury’s brand

Bournvita.

Line extensions can help a brand increase its share of shelf space,
thus gaining higher visibility and attracting consumer attention. When
marketers coordinate the packaging and labelling across all items in a
brand line, they can achieve an attention-getting billboard effect on the
store shelf or the display stand and thus leverage the brand’s equity.
However, building enough volumes to offset the additional costs required

for such extension is also necessary.
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3. Pricing breadth: Marketers often extend the line on superior
quality platform and set higher prices for the new offering than their core
items. In markets subject to slow volume growth, marketers can increase
unit profitability by attracting current customers move up to the
“premium” products. In this way a marketer also lends “prestige” to its

product-line.

Similarly, some line extensions are priced lower than the lead
product. For example, American Express offers its Optima card for a
lower annual fee than its standard card. Extensions give marketers the
opportunity to offer a broader range of price-points in order to capture a

wider audience, and thereby serve as “volume builders”.

4. Excess capacity: On some occasions companies added new
product lines to make use of their excess capacity or to 1mprovv%ency
and the quality of existing products. In fact, exc a ‘encourages

the introduction of line extension tﬁ %@% y minor adaptations to

of 30
P X \,\@“er gai L&%@nsmns offer the most inexpensive
any 1 aa 1mag1na@ea¢g$

time and costs of line extensions are far more predictable than they are

current products.

o increase sales quickly. The development

for altogether new products. In fact, few brand managers are willing to
spend the time or assume the career risk of introducing new products in

this crossed market.

6. Competitive intensity: Mindful of the link between market
share and profitability, managers often see extensions as a short-term
competitive device that increases a brand’s control over limited retail
shelf space and, if overall demand for the category can be expanded, also

increases the space available to the entire category.
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proposition, expanding the usage contexts, and blocking competitive

entry.

12. Blocking or inhibiting competitors: Although niche
markets may represent marginal businesses, they may strategically
represent important footholds for competitors. Line extensions have the
potential of inhibiting or neutralizing moves by competitor. Failure to see
this aspect may result in adverse consequences for market leaders, as
can be seen from what happened to companies like Tomco, Calcutta
Chemicals, etc. who permitted new companies to gain a toehold in their

respective industries.

13. Managing a dynamic environment: Line extensions provide
a way to survive in an environment full of ambiguities and transitory

signals and forces. If the company does not extend line it m e the

risk that if a segment is created correspo \ tl@Q"’ product,
such a segment may be a precurs§ d{@&é rend that, if ignored,

might generate a strate@ red 1 d%%gnth a first-mover
erable

competitor ho éw ﬁx )S_ t
P(lg TestuPagi for national launch: Product line

extensions can also be effective ways to test-market product
improvements and at the same time enter emerging segments. Thus, logic
seems to be on the rise for any new launch to assess the pulse of the

market in a competitive environment.
6.6 SUMMARY

A product is “a set of tangible and intangible attributes, including
packaging, colour, price, manufacturer’s prestige, retailer’s prestige,
manufacturer’s and retailer’s services, which the buyer may accept as
offering satisfaction of wants or needs. There are five levels of product.

The most fundamental is the core benefit or service followed by a basic
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7.1 INTRODUCTION

To compete effectively and achieve their goals, organisations must
be able to adjust their product mixes in response to changes in
customers and customers’ needs. A firm often has to introduce new
products, modify existing products, or eliminate products that were
successful perhaps only a few years ago. To provide products that satisfy
target markets and achieve the organisation’s objective, a marketer must
develop, alter, and maintain an effect product mix. An organization’s
product mix may need several types of adjustments. Because customers’
attitude and product preferences changes over time, their desire for

certain products may wane.

In some cases a company needs to alter its product mix for

competitive reasons. A marketer may have to delete a produgt the

mix because a competitor dominates the ma @Qlét product.
.

Similarly, a firm may have to intr bﬁ product or modify an

existing one, to compete r@
nta

p;;;g’x‘w 20® 1

Regardless of the reasons for altering a product mix, the product

% ay expand a firm’s

marketing and production

mix must be managed. In strategic market planning, many marketers
rely on the portfolio approach for managing the product mix. The product
portfolio approach tries to create specific marketing strategies to achieve
a balanced mix of products that will bring maximum profits in the long
run. This chapter examines several ways to improve an organisation’s
product mix, including managing existing products, developing new
products from idea generation to commercialization, and eliminating

weak products from the product mix.



the demand for the product category has to be estimated and
the likely share the proposed product can take, has to be

evaluated.
J Seasonal patterns in consumption, if any.
o Competition.
. Major competitors, their market shares, the dominant

market segments held by them.

J Special market features affecting demand.
J Price elasticity of demand.
. Volume-cost profit analysis at different feasible levels. The

nature of channel required the nature of channels available,
comparative costs/advantages of alternative channel types.

. The marketing organisation required for marketing the
product- whether the existing marketing or aniﬁ% can
take care of the product or whethe a WGI nisation set-

t?

up is required. If so, “@@& 0
Only wh r“r@ﬁ\ 62; 0‘ 3 aspects is complete,
mean {1 \Dles of o ility of the project can be made.
is based o?@grall profitability picture that the corporation
decides further.

Product Development

The product ideas that pass the screening and business analysis
stages are not usually “concrete” enough for extensive testing of customer
acceptance. An idea must be developed into a functioning product.
Product development is often a scientific and engineering task, leading to
the design and building of prototype working models. Once a prototype
exists, functional testing may take place. For technical products such as
sound speakers or robots, this may be a complex and lengthy task.

Government testing and approvals may also be required for such
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competitive entries, and a changing environment. Most timing issues are

specific to the product market situation, so related analysis is essential.
Product Adoption Process

The acceptance of new products- especially new to the world
products -usually doesn’t happen overnight and it can take a very long
time. People are sometimes cautious or even sceptical about adopting
new products, as indicated by some of the remarks quoted in Table.
Customers who eventually accept a new product do so through an
adoption process. The following stages of the product adoption processes

are generally recognized as those that buyers go through in accepting a

product.
1. Awareness: The buyer becomes aware of the product.
2. Interest: The buyer seeks information and is rﬁwe to
learning about the product. e CO
3. Evaluation: The buyer o) products benefits and
determines w to t
ber e "ts or tries the product to

P (e\,(;s é %ﬁ @113633 relative to his or her needs.
. i

Adopti buyer purchases the product and can be
expected to use it when the need for this general type of

product arises again.

In the first stage, when individuals become aware that the product
exists, they have little information about it and are not concerned about
obtaining more. For example, one might be aware that Polaroid offers a
talking camera that has built-in recorded comic messages to evoke
smiles, but have no plans to gather more information about it.
Consumers enter the interest stage when they are motivated to get
information about the product’s features, wuses, advantages,

disadvantages, price, or location. During the evaluation stage, individuals
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consider whether the product will satisfy certain criteria that are crucial
for meeting their specific needs. In the trial stage, they use or experience
the product for the first time, possibly by purchasing a small quantity, by
taking advantage of a free sample or demonstration, or by borrowing the
product from someone. Supermarkets, for instance, frequently offer
special promotions to encourage consumers to taste products. During
this stage potential adopters determine the usefulness of the product

under the specific conditions for which they need it.

TABLE 7.2: MOST NEW IDEAS HAVE THEIR SCEPTICS

“I think there is a world market for may be five computers”
- Thomas Waston, Chairman of IMB, 1943
“This telephone’ has too many shortcomings to be seriously considered-
as a means of communication. The device is inherently of no value to us”.
- Western Union inter n%1876
“The wireless music box has no imaginable coma* Lg’lue Who would

pay for a message sent to nobody 6’&&
Sarno a%ws in response to his

\l\l " urgz tment in the radio in the 1920s
V@f}%\!ll wan@oa.%ators talk?”
- H M. Warner, Warmer Brothers, 1927
“A cookie store is bad idea. Besides, the market research reports say

America likes crispy cookies, not soft and chewy cookies like you make”.
- Banker’s response to Debbie Field’s Idea of starting
Mrs., Fields’ Cookies

“We don’t like their sound, and guitar music is on the way out”.

- Decca Recording Co. rejecting the Beatles, 1962

Individuals move into the adoption stage by choosing the specific
product when they need a product of that general type. However, because
a person enters the adoption process does not mean that she or he will

eventually adopt the new product. Rejection may occur at any stage,
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J New products suffer from a high attrition rate. Many new
product ideas, after years of caring, do not reach the market
at all. Considerable time, money and effort are thus wasted.

. New products suffer from a high rate of market failure. That
means that even those products which reach the market
after years of preparation and work, often fail miserably in
the market.

. Even in the case of successful new products, success is short

lived. Many of them suddenly die out after the initial boom.

Now wonder, new product development has mostly remained the
forte of big companies who can absorb the cost and fatigue of such

failures.
7.5.1How to Avert New Product Failures \.)\4

Analysis shows that several new 6@&1@1 out to be failures

not because the products &Qe but S’%@ the company in

Such a situation arises

question is not e in ﬁQ ndle t .
be?\_y as no g &E d solved certain basic questions at
thd product idea s@at f. Before a firm proceeds with a new product

idea, it should find convincing answers to certain basic issues:

. Does the proposed product remain close to the existing
business of the company? Close to the knitting? Or, does it
constitute an entirely new line of business to the company?
In the latter case, can be company handle the new business?

J How new is the new product? Is it radically new for the
market? Or, is it similar in some way to already existing
products in the market? If it is a radically new product, how
long would it take to get established? Can the firm sustain
the long pioneering stage? If it is a time-toot product, can it

makes a living in a market already dominated by early
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LESSON-8
BRANDING, PACKAGING AND LABELLING

STRUCTURE
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8.9 Packaging strategies a\e .
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8.11 Summary_‘( Om O—‘ 36
8.12 I‘@W 9

P @e’ﬂ\,Referewa@@sted readings

8.0 OBJECTIVE

Objective of the chapter is to acquaint the students with the
concept of Branding, Packaging and Labelling, their importance in
marketing decisions, their relationship with other concepts and strategies

of marketing.
8.1 UNDERSTANDING THE TERM MARKETING
Let us start with very basic question that:

Why marketing is needed?



that sense, it is the ultimate measure of the impact on the mind of

consumer.

(ii) Brand Loyalty: A brand’s value to the company is a measure of
customers’ loyalty towards a brand. Since a company consider loyalty as
a major assets which encourages and justifies loyalty buildings program,

which, in turn, helps create and enhance Brand Equity.

Brand Personality: In totality brands holds more meaning and

.importance than tangible or perceivable product seems to offer.

This is a highly promised concept, both in theory and practical
relevance, when it comes to positioning brands with non functional
values, in form of feeling it arouse in consumer: Raymond- a complete
man, Cadbury’s— a gift of love. Many brand strategy st ents
nowadays refer to the personality of the brand. However @1@ ag;gers

using these statements often tend to defi ‘for several brands

in the company’s line in more grw 1écal téﬁ@e .g. for many OTC

(over the counter) @ er is monotonously

descrlb@ \l}l and effj erllx_ he key lines in building different

anyt d¥stinct brand

The purpose of positioning by brand personality is lost if we are
unable to define a desired personality for our brand which is clearly
distinct from the personalities of competing brands and sister brands in

our own product line.
Now the question arises: what is Brand image? Brand personality?

David Ogilvy, writing, on the image and the brand, regards ‘image’
and ‘personality’ as synonymous. “The manufacturer who dedicates his
advertising to building the most favourable image, the most sharply
defined personality, is the one who will get the largest market share at

the highest profit in the long run”.
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consumer’s mind. The other situation where it might work in the form of
extra strength like clinic shampoo and clinic plus or vicks vaporub and
Vicks Vaporub plus. But there too, the dangers of cannibaliation are
high.

Multi-Brand

Companies often introduce additional brands in the same category.
Multi-branding offers a way to establish different features and appeal to
different buying motives. It also allows a company to look up more
reseller’s shelf space. Finally, companies may develop separate brand
names for different regions or countries, perhaps to suit different
cultures or languages e.g. P&G dominates the U.S. laundry detergent
market with Tide, which in all form captures more than 40% market
share. But, in multi-branding each brand might obtain on small

market share, and none might be very proﬁtable \ C

New Brands Note 360

A co $Xreate %a name when it enters a new
br@c( for g%a e company’s current brand names are
appropriate like J an’s Matsuishita uses separate brand name-for its
different families of product. Technics, Panasonic, National and Quasar.
If Timer decides to make toothpaste, it is not likely to call them Timex
tooth-brushes. Yet establishing a new brand name in US market place for
a mass consumer packaged good can cost anywhere from $ 50 million to
$ 100 million. Thus P&G and other large consumer product marketers
are new pursuing megabrand strategies- weeding out weaker brands and

focusing their marketing skills only and brands that can achieve number

one or two market share positions.
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Sunsilk, Ayur etc. It should suggest about product qualities e.g. Sstar

chocolates, milk maid, Lazer blades.

It should be easy to pronounce, recognise, and remember e.g.
Godrej, IBM, Sony. It should not carry poor meanings in other countries
and languages e.g. Nova is a poor name for a car to be sold in Spanish

speaking; it means ‘doesn’t go’.
8.8 PACKAGING

Even after the development of product and branding that product,
needs arise to fulfil the other aspects of the marketing mix. Most physical
products have to be packaged and labelled. One such product feature,
and a critical one for some products, is packaging which consists of all
the activities of designing and producing the container or Wrap for a

product.

“Packaging includes the ac% @i @' Qand producing the

container for a produ% ( _‘
\e’a\%ﬂ\lmltlon %)W’L&t package is the actual container or

ngi Thus, p %g is a one of the important function of the
business as it is the package, where first get the attention of the
customers. It has become a potent marketing tool. Well designed

packages can create convenience and promotional value.

Packaging and the resulting packages are intended to serve several
vital purchases.
(i) It protects a product in a way to the consumer.
(i) It provides protection to the product after it is purchased.
(iij) Package size and shape must be suitable for displaying and
stocking the product in the store.
(iv) It helps to identify a product and this may prevent

substitution of competitive products.
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respecting constraints of costs and profitability, and an external
coherence, i.e. setting the price level keeping in mind the market’s
purchasing power and the price of competing goods. Furthermore, pricing
decisions must remain coherent with other elements of marketing mix

especially brand positioning and distribution strategy, advertising etc.

Strategic objectives
Cost domination Differentiation =~ Focus
3
Positioning Sought |
i
Pricing Objective
Volume Profit Competition
3
Cost-based pricing
4
Floor pricing Experience Sensitivity
BEP pricing effect analyses \(
Target pricing

Maximum
acceptable

price

Competitive-oriented pricing

4 L

Pure Undifferentiated | | Monopolistic Innovation
Competition oligopoly competition monipoly
Supply Competitive Market Entry
structure behaviour power barrier
New Reaction Perceived Price
entrants elasticity value elasticity
Market Relative Perceived value Penetration or
price price pricing or Maximum skimming
acceptable price pricing

Figure 1: Overview of pricing decisions



types of cost-based prices, each responding to specific cost and profit

requirements.

marh
-

A
/ Sales price / / Pw
E [
N A 7. Profit - /§§
N A P
6. Overhead / a5
Q o h
ok ke . . N&S
< = = 5. Indirect marketing =
A . ;
w | T S 4. Indirect manufacturing k3]
U | Q1o 1T : 7]
3131218 s : 8
niz|o o 3. Direct marketing cost / Y
2la : /
2. Direct labour cost
v |3y / \_)\(
1. Direct materials cost
' \6.CO"

Figure 2: The ﬁ t@ﬁa‘lce

The floor pri e‘(o mlmg @orresponds to direct
variable ﬁ\e SO kno‘é
a

on vers the pr

f-pocket costs’. It is the price that
cement value, and, therefore, implies zero

gross profit margin.
Floor price = Direct variable costs

This price concept is useful for negotiating exceptional orders or for
second marketing discounting, when the firm has unused capacity and
has the possibility to sell in a new market such that there will be a
negligible loss of sales in its main market. Floor price, also called
‘marginal price’, is the absolute minimum selling price the firm should
accept. Any price above the floor price can allow a firm to use its
production capacity to a maximum and still generate extra funds to cover

overhead or improve profits. Exceptional orders, generics for large retail
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demand and competition, it must then choose between two very
contradictory strategies: (a) a high initial price strategy to skim the high
end of the market, and (b) a strategy of low price from the beginning in

order to achieve fast and powerful market penetration.
9.5.5Skimming pricing strategy

This strategy consists of selling the new product at a high price
and thus limiting oneself to the upper end of the demand curve. This
would ensure significant financial returns soon after the launch. Many
considerations: support this strategy; furthermore, a number of
conditions need to be met for this strategy to prove successful.

. When there are reasons to believe that the new product

lifecycle will be short, or when competition is expected to
copy and to market a similar product in the nea %re a

skimming price strategy may be g@*@nc@d ecause a low

price strategy would tion unproﬁtable

. When a p ﬁ
wly a

P ( eVmea?

temptintg to exp101t this situation by setting a high price and

novat1 X arket is expected
as no elements on which to

r'Zr products, demand is inelastic. It is

then readjusting it progressively as the market matures.

. Launching a new product at a high price is one way of
segmenting the mar-ket. The segments have different price
elasticity. The launching price skims the customers who are
insensitive to price. Later price cuts then allow: the firm to
reach successively more elastic segments. This is a form of
time dis-criminatory pricing.

o When demand is hard to evaluate, it is risky to anticipate
what kind of de-mand growth or cost reduction can result

from a low price. This is particu-larly true when the
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LESSON-10
PROMOTION DECISION: PROMOTION MIX AND
ADVERTISING

STRUCTURE
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10.4 Elements of promotion mix

10.4.1 Role of Advertising
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10.0 OBJECTIVE

After reading this lesson, you must be able to learn

. what is the concept of promotion mix;

J promotional and communication system;

J what is an advertising communication;

o what parameters are used in media planning; and
. How the advertising budget decisions are made.



o Advertising is a unilateral and paid form of non-personal
mass communication by a clearly identified sponsor. Usually
it is designed to create a favourable attitude toward the
company or product.

. Sales promotion includes all short-term incentives, generally
organized on a temporary and for local basis, and designed to
stimulate immediate purchase and to move sales forward
more rapidly than would otherwise occur, and to effect
higher demand.

. Public relations involve a variety of actions aimed at
establishing a positive corporate image and a climate of
understanding and mutual trust between a firm and its
various publics. Here, the promotion objective is less to gain
moral support from public opinion for the firm’ %om1e

activities, which ultimately would @chmpany in

accomplishing its Obj(ﬁ;@tesa
. Personal sell s\t obJe Ve @anmzmg a verbal
:i W q1 nt customers and to deliver
P(e\,a\ allc?né‘(g@es ge with the short-term objective of

makin Its role is also to gather information for the
firm.
. Publicity, like advertising, is an impersonal method of

promotion and it is also addressed to groups of audience. It
differs from advertising in the sense that it is not sponsored
by the seller. It is the coverage of commercially significant
information regarding the company and/ or its products is
form of a news item or popular article by the media on its

own.

In addition to these traditional promotion tools, one must also add

direct mail, catalogue selling, fairs and exhibitions, telemarketing etc.



These last two tasks are in general assumed by advertising
agencies and/or by agencies specializing in media planning.

J Communication effectiveness: The advertiser must identify
the audience’s response to the message and verify as to what

extent the communication objectives have been achieved.

Applying the concept of marketing to advertising implies developing
messages that relate to buyers’ experience, namely by adopting a
language they can decode. These four conditions for efficient
communication determine the various decisions to be taken in any

marketing communication programme.

Electronic communication: As a result of the impetus from
developments in telematics, cable television, pay-TV, satellite
communication, interactive videotext terminals, personal com \é etc.,
electronic communication is at present in full d ve)}l)Ge *These new

possibilities influence our way of ﬁ Somotlon strategies

of rums. "( Om
\@}Ment of el tr Z,;‘hmumcatmn not only modifies the

reg Xnve roles of@ selhng and of advertising, but also changes
the objectives and the content of advertising communication. Many
significant changes are already observable in our society.

J To begin with, the new means of communication tend to be
more interactive, i.e. two-way rather than one-way as in the
past. Today, the general public has the possibility of asking
for, choosing and sending back information rather than
simply being passively subjected to a bombardment of
irrelevant messages. We are moving in fact towards
demanded advertising.

. Furthermore, it is now possible to have access to huge data

banks, in the most varied fields, on available products, their



comparative performance, their prices etc. The firm will,
therefore, face a more and better informed public. Such facts
will further reinforce the informative and factual character of
communication, which will increasingly be set up as an aid
to the buyer rather than as a sales instrument.

o Another consequence of the development of electronic
communication is its greater selectivity. The combination of
possibilities offered by the telephone, the computer and the
television means that very well-defined targets can be
reached with personalized messages. We are, therefore,
moving towards personalized electronic mail systems which
would improve communication effectiveness and favour the
development of interactive marketing.

. Regionalization of radio and television progra also
favours selectivity of (:ommumcatlon\1 hOQ‘ 1-Syctlon of

local channels will al e&a

have access Q t s @edia plans could

allé sure from region to region
P (e\, thus be

i
;Z- e brand situation from one region to
anothe

J Finally, another consequence is that the considerable

d local advertisers to

increase in geographic zones covered by a transmitting
station, thanks to the use of satellites and cable, will
reinforce the internationalization of brands and advertising

campaigns.

Thanks to these developments in the means of communication, a
whole series of tasks once exercised by salespersons could henceforth be
achieved by impersonal means of communication at a lower cost. Well-

addressed direct mail, the telephone, a catalogue that can be consulted



10.4 ELEMENTS OF PROMOTION MIX

The first and foremost tool of promotion is advertising. In today’s
marketing scenario, it can be easily said that “No advertising, No
business”. Advertising is a means of communication by which a firm can
deliver a message to potential buyers with whom it is not in direct
contact. When a firm resorts to advertising, it is effectively following a
pull communication strategy. Its main objective is to create a brand
image and brand equity, and to ensure cooperation from distributors.
Just as the sales force is the best tool for a push strategy, advertising is

the best means for a pull strategy.
10.4.1 Role of Advertising

. For the firm, the function of advertising is to duce

knowledge for consumers and to g eratc@arg among

them in order to create dem néfga d‘uct

. For consumers, o learn about the
dlSt &e@ cteri Bby the manufacturer.

e ising a el Zem to save personal time, since the
P( 1nform9(a' ches them directly without their having to

collect it.
10.4.2 Types of Advertising

Since the advent of the early form of advertising, advertising
communication objectives have diversified considerably, and different

forms of advertising can be identified while using the same media.

(i) Concept advertising: This is a media advertising message
with a mainly ‘attitudinal’ communication objective: to influence the
buyer’s attitude towards the brand. Its role can be summed up as “The
creative efforts of many national advertisers are designed, not to induce

immediate action, but to build favourable attitudes that will lead to

12



The limitations of these methods are that there is no necessarily
any link between achieving the intermediate communicational objective
and the final goal of improving sales. One cannot therefore view
measures of communicational effectiveness as substitutes for direct

measures linking advertising to sale or market share.
(e) Measuring Advertising effectiveness

The marketing manager is deeply interested in knowing how far his
advertising has succeeded in achieving its objectives. He needs to
evaluate the effectiveness of advertising for three purposes: (i) To improve
the effectiveness of advertising by making changes in advertising
message, media, timing, etc. Such an evaluation provides him invaluable
guidance in planning the optimum media mix. (i) To convince
management about the instrumentality of advertising in im Mg the
firm’s profitability so as to get the required level @@Qp‘propriation
for advertising. (iiij To determine 6{@ level of advertising

expenditure. "( Om O_‘ 360
‘\@éhl of adve 'S%Af’&tiveness has turned out to be an
ex?eiiéyiﬁmplex@m@@?

large number of variables including the product, price, distribution

enging task. Sales are the result of such a

channels, advertising, personal selling, etc., that it is impossible to
determine what proportion of it is due to effective advertising. However,
marketing researchers have developed some tools for measuring the

communication as well as sales effectiveness of advertising.

Measures used for measuring advertising effectiveness: A
number of tests have been developed for measuring the communication
effectiveness of advertising. It is generally assumed that there is a
positive relationship between communication and sales effect of

advertising but it is not known how strong is that relationship.
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promotion, personal selling and publicity programmes for reaching the

target market.

There are five major promotion tools known as the promotion mix
which include advertising, personal selling, sales promotion, publicity
and public relations. Each of these promotion tools has its own

characteristics.

Advertising is a unilateral and paid form of non-personal mass
communication by a clearly identified sponsor. Usually it is designed to
create a favourable attitude toward the company or product. Sales
promotion includes all short-term incentives, generally organized on a
temporary and for local basis, and designed to stimulate immediate
purchase and to move sales forward more rapidly than would otherwise
occur, and to effect higher demand. Public relations involve %ty of
actions aimed at establishing a positive corporate Ieg@g & climate of
understanding and mutual trust be nd its various publics.
Here, the promotlon obje & 0 ga @pport from public
opinion for th @oml 1e lﬁhlch ultimately would help
}m a 23 objectives. Personal selling has the
objective of organ verbal dialogue with potential and current
customers and to deliver a tailor-made message with the short-term
objective of making a sale. Its role is also to gather information for the
firm. Publicity, like advertising, is an impersonal method of promotion
and it is also addressed to groups of audience. It differs from advertising
in the sense that it is not sponsored by the seller. It is the coverage of
commercially significant information regarding the company and/ or its

products is form of a news item or popular article by the media on its

own.

32



LESSON-11
SALES PROMOTION, PERSONAL SELLING
AND PUBLICITY

STRUCTURE

11.0 Objective
11.1 Meaning and definitions
11.2 Nature of each promotional tool
11.3 Personal Selling
11.3.1 Hurdles for personal selling
11.3.2 Types of personal selling
11.3.3 Types of sales jobs
11.3.4 The personal selling process \4

11.3.5 Changing patterns in person \ q&

11.4 Sales Promotion S
11.4.1 O‘t{g Sadles Prom 60
mer Pr

11.5
P (e ‘ 5.1 @e Zomotlon Tools

11.5.2 Major Business-promotion tools

11.6 Developing the sales-promotion program

11.7 Implementing and controlling the program

11.8 Evaluating the sales-promotion program

11.9 Public relations
11.9.1 Marketing Public Relation as Publicity
11.9.2 Objectives of Public Relations and Publicity
11.9.3 Major tools of Public Relations and Publicity

11.10 Summary

11.11 Keywords

11.12 Self assessment questions

11.13 References/Suggested Readings



Across the counter selling is one where the customers come to the
sales people. It primarily involves retail-store selling. In this kind of
selling, those sales people are also included who are with catalogue
retailers who take telephone orders. The other kind of personal selling is
where sales people go to the customers. These people sell in person at a

customer’s place of business or home.
11.3.3 Types of sales jobs

The types of selling jobs and the activities involved in them cover a
wide range. People who sell are, called by various names: salesmen, sales
representatives, salespersons, account executives, sales consultants,
sales engineers, field representatives, agents, and marketing

representatives. Given below is the classification of sales jobs by Robert

Mcmurry: \4

(a)  Driver sales person (Delwiegaxg the sales person
€

primarily delivers the produﬁ{ % @ts bread and milk
salesman who dihg r‘tf-O ec retailers and/or other

custom S typ ng respons1b111t1es are secondary.

ese sales ate sales.

(b)  Inside order taker- This is a position in which the sales
person takes orders at the seller’s place of business. Most of the sales
persons visit grocery shops and general stores to take orders for various

items.

(c) Outside order taker- In this position the sales person goes to
the customer in the field and accepts an order. Most of the sales person
who takes orders by visiting various colonies and residential localities fall

in this type of category.

(d)  Missionary sales person- This type of sales job is extended to

build goodwill, perform promotional activities, and provide information



(c) Stimulate the sales-force and dealers: PR can help boost sales-
force and dealer enthusiasm. Stories about a new product before it is

launched will help the sales farce sell it to retailers and consumers.

(d) Hold down promotion costs: PR costs less than direct mail and
media advertising. The smaller the company’s promotion budget, the

stronger is the case for using PR to gain share of mind.
11.9.3 Major tools of Public Relations and Publicity

(a) PUBLICATIONS: Companies rely extensively on communication
materials to reach and influence target markets. These include annual
reports, brochures, articles, audio-visual materials, and company
newsletter and magazines. Company newsletters, and magazines can
help build up the company’s image and convey important news fp,target
markets. Audio-visual material, such as films, slidesg; @i. ileo and

. .
audio cassettes are coming into increa omotion tools. The

cost of audio-visual materlaﬁuNQ eate)?)% he cost of printed
material, but SO Q{reﬁfé@

@NIENTS an draw attention to’ new products or
Py Yol

other company actiVities by arranging special events. These include news
conferences, seminars, outings, exhibits, contests and competitions,
anniversaries, and Sport and culture sponsorships that will reach the

target publics.

(c) NEWS: One of the major tasks of PR professionals is to’ find or
create favourable news about the company, its products, and its people.
News generation require skills in developing a story concept, researching
it, and writing a press release. But the PR person’s skill must go beyond
news preparing stories. Getting the media to’ accept press releases and
press conferences calls for marketing and interpersonal skills. A good PR

media director understands the press’ needs far stories that are
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(b) Discrepancy of Assortment and Sorting

Channel intermediaries arise to adjust the discrepancy of

assortment through the performance of the sorting process. In addition to

increasing the efficiency of transactions, intermediaries smooth the flow

of goods and services by creating possession, place and time utilities.

These utilities enhance the potency of the consumer’s assortment. One

aspect of this smoothing process requires that intermediaries engage in a

sorting function. The sorting function is performed by intermediaries that

include the following activities:

Py

Sorting out: This involves breaking down a heterogeneous
supply into separate stocks that are relatively homogeneous.
Accumulation: It concerns bringing similar stocks from a
number of sources together into a larger homogeneous
supply. Wholesalers accumulate varied g Q gﬂers,

and retailers accumulate go stomers
a

Allocation: It refer to heous supply down
1nto ﬂlﬁ(@(i}am ocs recelved in truck loads
d in ca

uyer of case lots in turn sells
1nd1v1 lags The allocation process generally coincides
with geographlcal dispersal and successive movement of
products from origin to end consumer.

Assorting: This is the building up of an assortment of
products for resale in association with each other.
Wholesalers built assortment of goods for retailers, and

retailers build assortment for their customers.

(c) Routinisation

Marketing agencies hang together in channel arrangements to

provide for the routinisation of transactions. Each transaction involves

ordering, valuating of, and paying for goods and services. The buyer and



themselves. Therefore, while channel institutions can be eliminated or
substituted, the functions performed by them cannot. The functions that
need to be necessarily performed in a channel system include transfer of
ownership through selling, transfer of possession through transportation,
order processing, inventory carrying, storage, sorting, negotiation and
promotion. The same function in a given channel system may be performed
at more than one level of the marketing channel, the work load for the
function is shared by the members at all levels. For example, manufacturer,
wholesalers, and retailers may all carry inventory. This duplication and
redundancy in the channel may increase the distribution cost. However, the
increase in cost is justifiable to the extent that it may be necessary in order

to provide goods to customers at the right quantity, time, and place.

Flow in channels is referred as a set of functions perfoymed in
sequence by channel members. Therefore, the term flo Gi \Ai of
movement. Figure 1 depicts 1mportant marketl a PhYsical possession,
ownership, and promotion are ard from producer to
consumer. Each of ‘T@g\/ é’v ﬁQution channel- a
manufactyr 1\@ es its prod holesaler, which in turn promotes
it a(r iler, and @@ negotlatlon financing, and risk flows move in

both directions, whereas, ordering and payment are backward flows.

Physical Physical Physical a
Possession Passsssion Possession s
o
Dwrership Oumership Owrership %
o
=)
Pramation w Pomation Pramatian =
- W 1 g
g = ®
E Regatiation j Negotiation | @ | Negotiation é
- o
=2 m
i <
g Financing | = | Finaming | B | Financing g
2 o 5 |
: 2 g
Hisking Risking Fisking
. E
Ordering Ordering Ordering E
Payment Payment Payment 8

Figure 1. Marketing Flows in Channels



channel members to understand market dynamics and communicate
brand’s positioning strategies. These meetings are also used to resolve
channel member’s problems. While these are many a time informal
meetings some companies have an in-house newsletter which they send
to all their major dealers. This newsletter informs channel members of
happenings in the market place and also the company’s perspective of

the products and markets.

(ii) Dealer councils: Another way to resolve conflict is through
formation of dealer councils. Such council can resolve issues in
horizontal level conflicts and even vertical conflicts. The manufacturer
continues to play the key role in these councils. Often the criticism or
fear voiced in this regard is that such councils can provide a platform for

ncils

dealers to jointly voice their grievance against the manufactureg. These
councils unite dealers. But, if the manufacturer can tkk%

focussed on market leadership and m %@n of returns on

investment, and is also willin constﬁv ve suggestion, the

dealer council can be fectiv étoé'%) ?D
place. \,\e e
P (iii) Supero? ?' 9goals Another way to resolve channel conflict

is to evolve superordinate goal of maximizing customer satisfaction. If the

ening in the market

channel members can be motivated to perceive customer satisfaction as
the ultimate goal of all members in the channel and this in turn leading
to profit maximization of all concerned, then much of the conflict can be
resolved. Often superordinate goals development is easier only when the

threat from the other firms is high.

(iv)  Arbitration and mediation: Often, the conflict among channel
members may be resolved only through arbitration and mediation.
Generally in the intra-middlemen conflict-horizontal or vertical

(wholesaler vs retailers)- the manufacturer may arbitrate or mediate. But,
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channel). The firms comprising a particular channel are served best if
they all view their channel as a partnership requiring coordination of

distribution activities.
12.11 KEYWORDS

Channel of distribution: The complete sequence of marketing
organisations involved in bringing a product from the manufacturer to

the ultimate consumer.

Merchant intermediary: An intermediary who takes the title of the

product such as wholesaler or retailer.

Agent intermediary: An intermediary who does not owns a title.

He only brings together the sellers and buyers.

Vertical marketing system: A networ : aligned

organisations that are professmnally m the activities of all

the intermediaries move 1n t 10'%1 360

Fran S a typ traCtual agreement between an
ﬁlen nufac?aa@e a franchise by which the franchisee

dlstrlbutes the franChisor’s product.

Channel conflict: When there is a kind of dispute between

distribution channel members.
12.12 SELF ASSESSMENT QUESTIONS

1. What do you mean by marketing channel? Discuss in brief

the functions and flows in marketing channel.

2. Discuss in brief the concept of ‘Vertical Marketing System’

wit suitable examples.
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low or too high where equalisation has not been brought about in terms
of zero deviations. Such feed-back of facts and analysis makes the
marketing personnel much alert and wiser about relevance and
effectiveness of policies, strategies, targets arid resources on the one
hand and their practical application on the one hand and their practical

application on the other.
13.2.2 Significance of marketing control

Marketing control means monitoring and realigning the marketing

effort.

(1) It puts the unit on the progress path- A well designed and
strictly implemented marketing control system aids the management in
tracing the deviations from the chartered course. It moni the
variations- favourable or unfavourable- and retessc@ @msm

before it gets too late. Hence marketm every organisation

on the progress path. N 360

(2) \'\ls“locatug’ki@og‘smty for deeds- Marketing
co@(l \Jps th?ra@@g manager in particular and the top
management in geheral, in locating the responsibility for the deeds of

subordinates- both good and bad.

(3) Keep pace with environmental changes- Continuous and
consistent monitoring of marketing performance is an attempt to match
the marketing efforts to the ever changing environmental forces such as

social, economic, political, cultural, ecological and technological.

(4) It absorbs organizational complexity- The outstanding
feature of modern business enterprises is that it is going mammoth in
size and more complex in nature. Marketing control helps in reducing the

complexity of operations and actions.



Strategic Top To examine e Marketing
control management, | whether the effectiveness rating
Marketing company is instrument
auditor pursuing its best | ¢« Marketing audit
opportunities e Marketing excellence
with respect to review
markets, e Company ethical and
products and social responsibility
channels review

13.3.1 Annual-Plan Control

The purpose of annual-plan control is to ensure that the company
achieves the sales, profits and other goals established in its annual plan.
The heart of annual-plan control is management by objectives. Four
steps are involved in annual plan control. First, management sets
monthly or quarterly goals. Second, management monitors its
performance in the marketplace. Third, management er@ the
causes of serious performance deviations. Fo age;nent takes
corrective action to close the gaﬁ@&% and performance.
This could require ch ion pr rr%%ag even changing the
goals. Man ﬁ/e tool on plan performance, sales
ar@fﬁ }i;rket ?a s1s, marketing expense-to-sales analysis,

d

financial analysis, market-based scorecard analysis.

(A) Sales analysis- Sales analysis uses sales figures to evaluate
a firm’s current performance. It is probably the most common method of
evaluation. Marketers use current sales data to monitor the impact of
current marketing efforts. However, that information alone is not enough.
To provide useful analyses, current sales data must be compared with
forecast sales, industry sales, specific competitors’ sales or the costs
incurred to achieve the sales volume. So, sales analysis consists of
measuring and evaluating actual sales in relation to sales goals. Two

specific tools are used in sales analysis.
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In some organisations, personnel in other functional areas, such as
production ‘or accounting, see marketers as primarily concerned with
generating sales, regardless of the costs incurred. By conducting
profitability analysis, marketing managers can counter this criticism and
put themselves in a better position to demonstrate how marketing

activities contribute to generating profits.

The task of determining marketing costs is often complex and
difficult. Simply ascertaining the costs associated with marketing a
product is rarely adequate. Marketers must usually determine the
marketing costs of serving specific geographical areas, market segments
or even specific customers. The first step in determining the costs is to
examine accounting records. Most accounting systems classify costs into
natural accounts- such as rent, salaries, office supplies, a tilities-
which are based on how the money was actually spe l‘&g)&&tely,
many natural accounts do not help explal ‘t;etmg functions

were performed through the ex E nds. It does little

good; for example toﬂ j @ t for rent each year.
The an way of kn h r the money is spent for the

re@a éaroductl ﬁ% or sales facilities. Therefore, marketing cost

analysis usually requlres some of the costs in natural accounts to be
reclassified into marketing function accounts, which indicate the
function performed through the expenditure of funds. Common
marketing function accounts are transport, storage, order processing,
selling, advertising, sales promotion, marketing research, and customer

credit.

Marketing cost analysis mainly use three broad categories of costs:
direct costs, traceable common costs, and non-traceable common costs.
Direct costs are directly attributable to the performance of marketing
functions. For example, sales force salaries might be allocated to the cost

of selling a specific product item, selling in a specific geographic area or
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The push to reduce costs or increase profits may not force firms to
address the important issue of environmental degradation. End-of-pipe
solutions may not actually reduce the waste but rather shift it around.
While this maybe beneficial, it does not necessarily address the larger
environmental problem, though it may minimize its short term affects.
Ultimately most waste produced will enter the waste stream, therefore to
be environmentally responsible organizations should attempt to minimize

their waste, rather than find “appropriate” uses for it.
14.4 CONSUMERISM

Marketing is highly visible, all pervasive and a very important
activity having great influence on society. There might be situations
where marketer’s action may be seen to be harming the interest of
society. This calls for a carefully designed legislature ‘that V{otect
the interest of society and right of individuals aa‘%&u@gt of wilful or

otherwise exploitation by marketin ed for education and
&uard

awareness of consumer SW 6 harm. There have
been Varlous n th K’lof ty to safeguard its interest

wwe&s’)&n as ﬁrﬁ@@

Consumerism can be defined as “an organised social movement to

enhance the right and powers of buyers in relation to sellers”.

A consumer can call for several rights like

(i) The right to safety: to be protected against the marketing of
goods which are hazardous.

(i)  The right to be informed: to be protected against misleading
information on advertisements and other promotional
campaign by the marketer.

(iij) The right to influence products and marketing practices in

ways that buyers think will help improve the quality of life.
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notification from time to time. The objectives of every State Council (like
Central Council) shall be to promote and protect within the state, the
rights of the consumers as laid down in its clauses (a to b) of Section 6.
So far, 22 states and Union Territories have set up the consumer
Protection Councils under the Act. How far these councils have been

successful in protecting the consumer interest is not free from doubt.
14.4.6 Consumer Disputes Redressal Agencies

The Consumer Protection Act, 1986 provides for the establishment
of a three-tier quasi-judicial machinery for redressing consumer
grievances. They are: (a) District Forum, (b) State Commission, and (c)

National Commission.

(@) District Forum: A Consumer Disputes Redressal Feruum to
be known as the District Forum is requlred to be jstabl b he state

government with the prior approval of overnment in each

district of the state. m NO
\fi@d\j)f Xe DlSt‘r% O’Sve Act provides that each
e

eof a president, who is required to be or
quahﬁed to be a ?‘cnot Judge nominated by the state government. It
shall consist of two members, among them one should be a lady social
worker. The members may hold the office for a period of five years of up
to the age of 65 years whichever is earlier and they are not eligible for re-
appointment. Vacancy occurred by members resignation may be filled by
the state government and it has entire authority about deciding salary or

honorarium to be paid to the members.

Jurisdiction of the District Forum: district Forum has the
jurisdiction to entertain the complaints where the value of the goods or
services or compensation claimed is less than Rs. 5,00,0000 (earlier it

was Rs. 1,00,000). It can take the complaints where opposite
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party/parties reside/s or carries on business in the district and the

cause of action”, wholly or in part, arises.

Procedure to be followed by the District Forum: Section 13 of the
COPRA, 1986 lays down the procedure to be followed for the settlement
of consumer dispute by the District Forum. After receiving a complaint
from the complainant, it refers a copy of the complaint to the opposite
party directing him to give his version within 30 days or such extended
period not exceeding 15 days. If the opposite party denies or disputes the
allegations contained in the complaint or “omits or fails to take any
action to represent his case within the time given by the District Forum,
then the forum shall take the following if the complaint relates to goods.
If complaint alleges a defect in the goods which cannot be determined by
proper analysis, then the District Forum shall take a sample and send it
to a laboratory with prescribed fee (from the complainan k has

to send a copy of the laboratory report t a\@aosue party of the
complainant disputes with the of reE of the laboratory,

then they may subrn_“t@r(ﬁhgr theijr Q
Forum ‘é @d;lmable 0 gt h
isgt ppropr1a@

If the complaint relates to service and where the opposite party on

nd then the District

e parties of being heard and

receipt of a copy of the complaint denies or disputes the allegations
contained in the complaint, or omits or fails to take any- action to
represent his case within the time given by the Forum, the Forum shall
proceed to settle the consumer dispute on the basis of:

. Evidence brought to its notice by the complainant and the
opposite party denies or disputes the allegations contained in
the complaint, or

. Evidence brought to its notice by the complainant where the
opposite party omits or fails to take any action to represent

his case within the time given by the Forum.

25



society to safeguard the interest of consumers, which is known as
consumerism. In India Consumer Protection Act (CPA) safeguards the
rights of consumer and provides the remedies. The consumer protection
Act, 1986 extends to the whole of India except the state of J & K. The Act
applies to all types of goods and services unless specifically exempted by
the central government by notification. The Act provides for setting up
Consumer Protection Councils at Central and state levels and consumer’s
complaints Redressal Agencies at Central, State and District levels of the

country.
14.6 KEYWORDS

Globalisation: It is a trade philosophy where business people

treats that the entire world is a market and I am one of the players.

Licensing: It provides a way of selling the ri E hts ‘C\At\%rand

name, or expertise so that the hcense te or market the

product in a foreign CC{liltry gs 360
J oint %w nvolve n

W 050€

FDI (Foreign Direct Investment): It is the situation in which a

ership between a local and

foreign company directly invest in a business venture.

Green marketing: Green marketing consists of all activities
designed to generate and facilitate any exchanges intended to satisfy
human needs or wants, such that the satisfaction of those needs and
wants occurs, with minimal detrimental impact on the natural

environment.

Consumerism: An organised social movement to enhance the

rights and powers of buyers in relation to sellers.
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