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An Introduction to Marketing

What is a Market?

Traditional Meaning

The Lterm ‘market’ refers Lo the place where buyers and sellers gather 1o enter into
transacliions Involving the exchange of goods and servicss. It is in 1his ssnss that
this Lerm is being used in day fo day lanpuaps, sven loday. The other ways in which
ihis term |5 being used Is in the contexi of a product market (oolton markesd, gold or
share markest), geographic market mational and infernational market ), type of
buyers (consumer markei and Indusirial markei) and the guantity of goods
transacted retall marksl and whobesaie markel )

Modern Meaning

In modern marketing sense, the term market has a broades meankng. 11 refers oa
==l af actual and potential buyers of & product of Service. For axample, when @
fashion desipner designs a new dress and offers i for exchange, all Lhe pecole who
are wilking to buy and offer some valus for 11 can bs siated fo be the marksd for thak
dress. Simillarly, markel for fans or bicydes or elediric bulbs or shampoos refers to
ali the actual and potential buyers for these products.

What is Marketing?
Traditional Meaning

Tradifionafly marksling has besn described In lerms of s funclions or activilies. in
this respeci, marketing has besn referred 1o as performance of business oo ivities
that direct the fMow of goods and services fom producers 1O CONSUMErs,

To move the goods and services from producers 1o consumers, number of
aciivities such as product designing or merchandise, packaging, warehousing,
transportalion, branding, seifing, adveriising and pricing are reguired by
manufaciuring firms.

Thus, ‘merchandising’, 'ssiling and ‘shopping’ are all part of a large number of
activities underiaken by a firm, which are collaclively called marketing

Marksting Is nol marely a posl-production activity. B Incdudes many acivities
thai are performed even before goods are actually produced and continue esen after
the goods have been sold. For example, activitiies such == kdenlification of cusbomer
nesads, collection of informalion for develaoping the product, desipning suitable produc
packape and giving It a brand name are performed before commencement of the
actual production. Similarly, many follow up activities are required for maintaining
good customer relations for procwring repeat sale

Modern Meaning

in modern times, smphasis is placed on describing marketing as a sodal process. 1
s @ procsss whershy peopls exchange poods and services for money or for samething
af walue i them. Taking the sodal perspaciive, Phllllp Kolter h.as defined markeiing
as, "o soclaf process by which Individual groups obiain what ihey need and wani
through creating oferings and freely sxchanging products and servicess of value
with others”.

Thus, markeling ks a social proosss whers in peopls Interact with others, in
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arder to persuade them to act in a partioular way, say fc purchase a product or &
=arvice, rather than forcing them o do so.

What are the important features of marketing?

A caretul analysis of the definition glwen above shows fhe following imporifant feafures
al markeling:

(i} Need and Want

The foous of ihe marketing process |s on salisfaction of the needs and wanis of
individuals and organisations.

A need Is a state of felt deprivaiion or feeling of being deprived of somsthing. IT
unsatisfied, it isaves a person unhappy and unoomfortable. For example, on getiing
nungry, we become uncomforiable and starl Iooking for objects thal are capabls af
=atisfying our hunger.

Human needs shaped by such faciors as culture, personality and religion are
calied wanis. A basic need for food, for example, may take various forms such as
warni for dosa and rice for a South Indian and chagatfl and vapelabies for a North
Indian persan.

A markeler’s job In an organisation = to ldentify nesds of The tarpst customers
and develop products and servicss that satisfy such nssds.

{ii} Creating a Market Offering

Markel offering refers o a completa offer Tor a product or servios, having ghoen features
like size, qualily, 1aste, elc; alb 2 certain prics; avallabie at a given oullst or Iocation
and 50 on. Let us say the offer s for o oofl phone, available in four different versions,
an ihe basis of certain features such s size of memary, Lelevision viewing, internet,
camera, elc., for @ given price, say betwessn Rs. 3,000 and Rs. 20,000 (depsnding on
ihe model selscied), avallabie for =al= ai say Firm's exclusive shops in and around all
metropolfian cifiesin the couniry. A pood ‘market offer” Is the one which |5 develaped
after analysing the needs and preferences of the polential buyers.

(iii}) Customer Value

A product will be purchassd onfy If 1 |15 percsived (o be giving greatest b=nefit or
walue for the money. The job of @ marketer, therefore, 1S 1o add to the valus of the
product so (hat the customers prefer 11 in relation to the competing products and
decide o purchase |1,

{iv) Exchange Mechanism

The proosss of marketing works through the exchange mechani=m.

The process of markeiing involves exchanpe of products and services for money
or something considered valuabie by the people.

Exchange refers Lo the prooess through which two or more parties come togsther
1o cbilain the desired product or service from someona, offering the same by giving
somathing in refurn. For example, @ person fesding hungry may get food by offering
1o give money or some other product or service In return 1o someane who s willing
1o sccepl the same for food. In the modern world, goods ars produced at different
places and are distribuied over a wide psographical area throwgh various middiemen,
invalving exchanges al different lewvals of distribuiion. Exchange s, therefors, referred
io as the essence of markeling. For any exchanpes to taks place, it Is importani thal
ihe following conditions are sabisfied:

i} involvemeni of ai leasi two parties viz., the buysr and bhe ssiler.
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M) =ach party should be capable of offering something of value 1o ths ciher. For
example, the ssfler offers @ product and the buyer, money.

§i} =ach party should have the abllity o communicate and deliver the prodwct
or servios. Mo exchanges can take piace if the buyers and sellers are nal abls
1o commiunicate with sach cther or If they can nol deliver something of valus
fothe other.

v} =ach pariy shouid have freedom 10 acoept or reject other party's offer.

iw] the partias showld be willing {oanlsr into transaction with sach othar. Thus,
ihe acceptance or rejection of the offer lakes placs on wolunlary basis rather
fhan on the bases of any compulsion.

The points lisisd above are the necsssary conditions for an exchanps to teke
placs. Whelher the exchange actually takss placs or nol depands on the sullabllity
af ths act of exchange 1o both the partles, whether it makes the parties betler off or
at leasl not warss off.

Anciher imporiant point o be noled = Ehat Marketing s not merely @ business
phenomena or confined only {0 business organisations. Marketing activities are
equally refevant 1o non-profil organisations such as hospitals, schools, sports clubs
and soclal and religious organisations. 1t helps these organisations in achieving
ihelr goafs such as spreading the message of famity planning, Improving the literacy
slandards of people and providing madication fo ths sick.

What can be marketed?

Anyihing that is of value o Ethe other can be marketsd. il can be produc oF a servios
of 0 person of a place or an ldex or an ovenl of an organisalion of experience or
properties.

Product: A product 1T a ‘bundle of ulllities’ or ‘source of ssiisfaction”, thal can
be used to salisfy human needs and wanis. it Is not confined 1o physical ohjeots,
=uch as molor cycle, Biscuil, bulb and pancil but siso refers fo other things of valus
such s services, deas, places, etc., thal can ba offered (o the potential buyers Tor
thelr usa. in the marksting Nteraturs, anylhing that can be of valus Lo the buyer can
e termed as a ‘product’. |1 can be tanglible, L., which can be fell, =sen and {ouchsd
physically such as a pencél, a cycle or an infangibles such a3 services rendered by a
doctor, halrdresser or a lawyer.

‘Bervloe, Person, ldea, Place sto: Apart from ihe produdc, whal can be markstsd
IS o sarvice Of @ person (say polilical parties persuading to vole for a partioular
candidate) or an |dea (say Red Cross persuading to donate blood) or o placs isay
Kerala Tourism persuading people 1o visil Kerala for hsalih fourismi

Who is a marketer?

Marketer refers toany person wholakes more active part In the process of exchange.
Mormially it Is the seller whaois mores active in the exchangs process s he' she analysss
the needs of the potenilal buyers, develops a market offering and persuades the
buyers o buy the produci. Howewer, there may be osrfaln situations where the
buyer may be laking more active role in the exchange process. Let us say In situations
ol rare supply, ihe buyer may be taking exira efforls in persuading the seiler to s=ll
the product ta himi her. This may be happening In defence deals or lake a situation
where a country hawving installed a nuciear plant nesds the supply of nuclear Tuel ar
‘He=avwy Water”. it may need o convinoe 1he supplisr aof the producis o supply the
=ama to 11, by promising that it will be used for peacsful purposes only. In this casa,
ine buyer will be treatsd as the markeler, Thus, any body, who lakes maore aciive
rofe In the exchanps process will be taken as the marketer.

MOTE: The Information provided here is only for reference. It may vary the Original



Www.previouspapers.co.in

4 Marketing Aptitude Test

What is Marketing Management?

Marksting managemant means management of the marketing function. in other
words, markesting management rafers ta planning, organising, dirscting snd cantrol
af ithe activilies. which Tacilitaie exchange of goods and services betwesn producers
and consumers of users of products and services. Thus the focus of marketing
management IS on achleving desired exchange outcomes with the larpst markets.
Taking a managemenl perspeciive, the term marksting has been defined as “the
process of planning and sxecuting the conceplion, pricing, promotion and disiribution
af Ideas, poods and services lo create exchanges that salisfy individual and
arganisaiional goals™ by American Managsmeni Association, similarly Phillp Kotiar
has defined Marksting management as the art and sclence of choosing target markets
and getting, kesping and growing customers through creating, delivering and
communicaling superice cusiomess watues of mansgemani

What is the process of marketing management?
The process of managemeni of marketing invohnes

il Choosing a tarpet marksl, say a manufacturer may choose to make
readymade garments for children up to the age of 3 years;

(1) Im resped of the target market chosen, the focus of the prooess of man agemeni
Is on peiting, k=eping as well as growing the customers. Thal means the
marketer has o create demand for his producis sothat the farget customers
purchase the producl, keep tham saiisfed with the firm's products and also
attract more customers to the firm’s products so that the firm can grow; and

il The mechanism for achieving the objsclive i through creafing, devsloping
and communicating superice values for the customers. That means, the
primary job of & marksling manapsr |= o oreate superior values so that the
ousiomers are altracted Lo the products and sarvices and communicale thess
wvalues Lo the prospective buyers and persuade them (o buy these products.

Marketing management involves performance of various funchions such as
analysing and planning the marketing activities, implemeniing marketing plans and
seiting control mechanism. Thess funcikons are to be parformed in such a way that
arganisatlon’s objectives are achieved at the minimum cost.

Mark=ling managemeni generalty Is related o creafion of demand. However, in
certain situations, the manaper has to resirict 1he demand. For exampée, IT there IS
a situation of ‘overfull demand’, le., ihe demand being more than what the company
can o wani tohandie, (lIke what the situation in our couniry was before the adopiion
aof policies of Hberalisation and gichafisation, in early 90's, In most consumer producis
be il automobllies or & ecironics goods or olher durable producis. The job of markeiing
mangers, in {hese situations would be o find ways to reduce the demand temporarkly
by say reducing the expenditure on pramation or increasing the pricss. Simiiarly, it
the demand Is ‘Irregular’, such as in case of seasonal produds, (say fans, woollen
diothes) the markelsr's job 1= 1o change the time pattern of demand through such
methods as providing shori-term Incentives, to the buyers. Thus, the markeling
management in not only concerned with creating demand but wiih managing the
demand effsctively, as per the sifuation in the market.

Disscuss the difference between Marketing and Selling.

Many people confuss ‘sefling’ for ‘marketing’. They consider thess Dwo Lerms as one
and the samea. Marketing refers to a large ss of sctivities of which safling is just one
pari.

The major differences beiwesn ssfling and marketing are lisied as befow:
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{I} Part of the Process vs Wider Term: Selling Is only a part af the process of
marketing and |5 concerned with promoting and iransferring possession
and cwnership of goods from tha seller o the buyss. Marksting |s a much
wider lerm consisting of number of activilies such as ideniificalion of ths
oustomar's needs, devsloging the products to satisty these nesds, fixing prices
and persuading the patential buyers 1o buy the same. Thus, selling is merely
a part af marksting.

I} Transfer of T Itle vs Satisfying Customer Needs: The main focus of s=liing
is on affecting transfer of lille and possession of goods from sellers io
CONSUMErs of ussrs. In contrast, marketing activities put greater ihrust on
achieving maximum salisfaction of the customer's nesds and wants

iy Profit through Maximising Sales vs Customer Satisfaction: All salling
activities are directsd al maximising sales and, thersby, the profils aof tha
firm. In other words, the emphasis is on profit maximisation through
maximisation of =ales. Marketing, on the other hand, |s concerned with
cusiomer satisfaction and thereby Increasing profit in the long rumn. A
markeling organisation, thus, attaches highest Importance to customer
satisfaction as a route to profit maximisation.

fiw} EBtart and End of the Actiwities: Selling activities slart after the product
fias been developed whils markesting activities start much before the product
Is produced and continue sven after the produc has besn soid.

{w} Differsnce Im the Emphasis: In seiling, the emphasis s on bending the
customer according to the product while In marketing, the abltempt is to
develop the product and other sirategies as per the cusiomer neesds.

(v} Difference In the Strategies: Ssiling Invoives eforts lke promoiion and
persuasion while marketing uses Iintegrated markeling efforls involving
siralegées in respect of product, promotion, pricing and physical distribution.

What are the marketing management philosophies?

In order io achieve desired ewchange cuicomes with farget markeis, i is Impaortani
io dscide whal philosophy or Lhinking should puide the marketing sfforts of an
organisation, An undersianding of the philosophy or the concepl to be adopied s
important as 11 defermines the emphasis or the weighiage o be put on different
factors, In achieving the organisational objectives. For example, whether the
marketing eMorts: of an orpanisation will foous on the product—say designing its
fealures sic or on sslling techniques of on cusiomer's nesds or the soclal concerns.

The concept or philosophy of marketing has evolved over a period of time, and
is disoussed as follows.

1. Production Concept

During the sarlier days of Industrial revolution, the demand for Industrial goods
=tarted pécking up but the number of producers ware lmited. As a result, the demand
excaaded the supply. Ssiling was no probiem. Anybody wha could produces the goods
was abie o seil. The focus of businesss activities was, therefors, on production of
goods. 11 was belleved (hatl profits could be maximised by producing ai larps scale,
thersty reducing fhe average cast of production . It was also assumed thal consumers
would fawour those products which were widely avallabls at an afMordabile price.
Thus, avaliabiilly and affordability of the product were considered (o be the key to
ihe success of a firm. Thersfore, greaier emphasis was placed on Improving the
producilon and distribuifon efficiency of the Hrms.

2. Product Concept
Ax 3 resuit of emphasis on production capacity during the earlier days, the position
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of suppdy Increassd over period of fime. Mere avallabllity and low prices of the product
ocould nof snsure increassd sale and as such the survival and growth of the firm.
Thus, with the increass in the supply of Lhe producls, cuslomers started looking far
producis which were superior in guality, performanos and fealures. Thersfore, the
amphasis af the firms shifled from quantity of production to guality of products. The
foous af business actiwily changed to bringing continuous impravemnent In the guallty,
Incorporatling new features sic. Thus, product Improvemant bscams the Key toproft
maximisation of a firm, under the concepl of product orientation.

3. Selling Concept

‘With the passage of fime, the markesling environment underwent further change.
The incranss in ihe scale of business furifher improved the position with respect o
supply of goods, resuliing In inareassd competition among seliers. The product guality
and avaliabliity did nod ensurs the survival and grawih of firms becauss of the larps
number of sellors selling guality products. This led (o greater importance toattracting
and persuading cusiomers to buy the product. The business philoscphy changed. 1t
was assumed thad the customers would not buy, or not buy enough, unless they are
adequately convinced and motivated o do so. Therefore, irms musl undertase
apgressive selfing and promotional eMorts o maks cusiomers buy thelr products.
The wuse of promaotional technigues such s advertising, personal sefling and sales
promeoction were considered essentlal for ssliing of products. Thus, fhe foows of
business firms shifted lo pushing the sale of products through aggressive sslling
technigues with a wview to persuade, lure or coax the buyers Io buy the products.
Making sale through any means bscame important, 11 was assumed that buyesrs can
be manipulsied but what was forgotten was that In the long run what matters mos!
is the cusiomer satisfaction, rather thian anything elss.

4. Marketing Concept

Marksting orlentation Implies that focus on satisfaction of cuslomer's nesds s the
ey lo the success of any organisation In the market. if assumes Ehat in Ehe long run
an crganisation can schiswve Its oblective of masimisation of profit by identifying the
nesds of I1s pressnt and praspective buyers and satisfying them In an efective way.
Al the dedslions in @ firm are taken from (he point of view of the customers. in oiher
words, customer's sallsfaciion beomme the focal point of all decision making In the
arganisalion. For exampie, whai product will be produced, with what Feafures and
at whai price shall il Be sold, or where shall it be mads awallable for sale will depsnd
on whal do the customers want. if the cusiomers wani fealures [Ike double door in
arefrigeralcr of @ separaie prowision for waler coclar in (i, the organisation wouwld
produce a refriperaior with thesse fealures, woulkd price It a1 alevel which ihs cusiomers
ar= willing to pay and so on. [ all marketing dedsions are taken wikth {his prospective,
salling willl not be any probiem. It will automalically follow. The basic role of a firm
ihen Is o Tdentifty @ need and fill it’. The concept Implies that products ad-sarvices
ars bought not merely because of their qualily, packing or brand name, but becauss
they satisfy a specific need of & customer. A pre-requisite Tor the success of any
arganisalion, therefore, is fo understand and respond o cusiomer nesds.
To sum ug, the markeling concep? Is tased on the following piflars:

i Identificalion of markst or cusiomer who are chasen & the targel of marksting
efhari.
1} Wndersianding ne=ds and wants of custiomers in the targst market.
§i1) Development of producis or services for satisfying neads of the Largst markel.
ihw) Ealisfying needs of farget markel befter ihan the compslitors.
ivl Deolng allf this at a profii.
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Thus, ihe focus of the marketing concept is on customer needs and 1he customer
=atisfaction becomes the means to achieving the firms’ object ve of maximising praft.
The purposs of marksling Is to generate customer value ot a prafil.

5. The Societal Marketing Concept

The marketing concept, as described In the precseding sectlon cannot be considered
as adeguaies if we ook ad the challenges posed by social problems like snvironmenial
pollution, deforesiation, shorfags of resources, population expiosion and Inflalion,
it = =0 because any activily which satlsfies human nesds but s dstrimenial io the
Enterests of the sockely ot large cannal be justified. The business orieniation should,
therafore, not be short-sighted Lo ssrve only consumers’ neads. 1t showld also con sidsr
lorpes issues of lonp-term social welfare, as Hustratesd above.

The societal markeiing concepl holds thal the task of any organisation Is to
Hdentify the neseds and wanis of Lhe target market and deliver ihe desired satisfaciion
in @n effective and effideni manner =0 thal The long-1=rm well-being of the consumers
and the socisty 1= laken care of. Thus, the socistal marketing concept Is the exten sion
af Ehe marketing concept as supplemenisd by the concern for the long-term wellare
af ihe socisty. Apari from the cusiomesr saiisfaciion, i1 pays attentkon to thie social,
sthical and ecological aspects of marketing. There are large number of such issues
that need to be attended.

What are the functions of marketing?

Marksting s concerned with sxchangs of goods and ssrvices from producers o
consumers or users in such a way that manimisss ihe satisfaction of customers’
nesds. Fram the view point of managemeant function, number of acivifies are invoived,
which have been describsd as befow:

1. Gathering and Analysing Market Information: One of the impariant
funciions af a markster is to gather and analyse market iInformallon. This IS necessary
o identify the needs of 1he cusiomers and take various decisions for the successful
marketing of the products and services. This s important for making an analysis af
the avallable opporfunities and threais as well as strangths and weaknesses of the
organisalion and help in deciding what coportunities can best be pursued by 1L Far
sxample, rapld growth is predicted In several areas In the Indlan sconomy, =ay in
the use of internel, marked for Cell phones and several cther areas. Which of thess
arsas a particular organisation should snter or in which area shoukd it sxpand
requires a careful scanning of the strenpths and, weaknesses of the organisation,
which Is done with the heip of careful mark=1 analysis.

2. Marketing Plannimg: Anolhis imporfant sctivity or area of work of a marksler
is o develop appropriate marketing plans so thal the marksting objectives af the
arganisaiion can be achieved For exsmple @ markster of colour Tvs, hawing 10 per
cent of the curreni market share in the country aims at enhancing his market share
1o 20 per cent, in the next {three years. He wiil have 1o develop & compleds markeding
plan covering various Important aspects inciuding the plan for increasing the level
of production, promolion of the products, sto. and specify the action programmes to
achiave These ob]sclives.

3. Product Designing and Development: Ancther impariant marketing activity
or declsion area relales to product designing and devslcpmenl. The design of the
product contributes 1o making the product attractive to the tarpst customers. A
good desipn can improve performance of a product and also give It & competitive
advantage in the markel. For example, when we plan fo buy any product say a
motorbike, we nol only s== ibs fsatures Hke oost, mileage, sic. bul aiso the design
aspects ke its shape, siyle, sic

4. Btandardisation and Grading: Slandardisalion refers to producing goods af
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predelermined spedfcations, whidh helps in achisving uniformity and consisiency
in the oulput. Slandardisation ensures the buyers thai poods conform o the
predelermined slandards of qualily, price and packaging and reduces the nesd for
inspection, lesting and evaluation of the producs.

Graging Is the process of classification of products Inlo different grousps, on the
basis of some of Its imporiant characterisiics such as quality, size, sic. Grading Is
particularly necessary for producis which are not proeduced according io
predelermined specificalions, such as in the case of agriculiural products, say wheal,
aranges, elc. Grading ensures that goods beiong 1o a particuiar qualitly and helps in
realising higher prices for high guality output.

3. Fackaging and Labelling: Packaging reders o designing the packags for the
products. Laballing refers (o designing the label tobe put on the package. Label may
vary from a simple 1ag ko complex graphics.

Fackaging and labelfing have become so important in modern day markeiing
inai thess are considersd as the plilars of marksling. Packaging is important no
anly for protection of the producis but also =rves as a promotional fool. Sometimes,
the qualfty of the product 15 assessad by the buyers form packaging. We have seen
that In the sucosss of many af the consumer brands in recent times such as Lays ar
Uncle Chips polalo wafers Clinic Flus shampoos, and Cofgale Toothpasis, elc.,
packaging has piayed an important role.

0. Branding: & very important decision area for marksiing of most consumer
products is whether o ssil Ehe product In its generio name (name of the category af
the product, say Fan, Pen, elc) or to sefl them In a brand name (such as Pollar Fan
or Roltomac Pen). Brand name heips in creating product differentiations, e,
providing basls for distinguishing the product of @ firm with that of the competitor,
which in furn, helps In bullding customer’s keyality and In promoting its sals. The
important decision arsas in respect of branding include dgeciding the branding
=strategy, say wheiher each product will be given a separate brand name or the same
orand nama will be exisnded to all producis of the company, say Phiilips Bulbs,
Tubes and Television or Wideooon Washing Machine, Television, and Refripsrator,
Seleciion of the brand name plays imporiant role in ihe success of a product.

7. Customer Support Services: & very Importanl function of ihe marketing
management relates to developing cusiomer suppori services such as afler sales
sarvices, handling cusiomer complalnis and adjusiments, procuring credit services,
maintenance servioes, lechnical servicss and consumer informat ion. All thess services
aim al providing maximum satisfaction o the customers, which Is the key to
marketing sucoess in modern days. Cusiomer suppori services prove very effective
in bringing repeat sales from the customers and developing brand boyality for a
product.

8. Pricing of Products: Price of producd refers Lo the amount of money customers
hawes to pay to cbiain a product. Price 15 an Important factior affecting ihe sucoess or
fallure of a product in the market. The demand for a product or service |s reiated to
ils price. Generally lowsr the prics, hipher would be the demand for the product and
wice-wersa. The marketers have Lo properly analyse the faciors determining the price
of a product and take several cruclal decisions in {his respect, including setting the
pricing objectives, determining the pricing siraiegies, determining the price and
changing the prices.

8. Promotion: Fromollon of producs and services Invalves informing the
cusiomers aboutl the Airm's product, i1s features, elo. and persuading them ilo
purchase these producis. The four importani methods of promotion Include
advertising, Personal Ssfling, Publicity and Sales Promotion. A markster has (o take
ssveral crucial, decisions in respect of promotion of the products and services such
as deciding the promolion budpst, the promalion mix, e, The combinaiion of the
promoat lonal ools: that will be use, the promotion budpsd, elc.
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10. Physical Distribution: Managing physical distrioution |s anocther very
important function In the marksting of goods and services. The two major declsion
ar=as undsr this function Include (a) decision regarding channels of distribulion or
the marksting intermediariss (llke whole salers, relaflers) io be used and [b) physical
movemeni of Ehe product from where i1 is produced (o a place where I s required by
the customers for thelr consumetion or use. The Important decision areas under
physical digtribution Include managing inventory (favels of siook of goods), sloraps
and warshousing and transportallon of goods from one place to the other.

41. Transportation: Transporiation nvolves physical movemen? of goods from
one pacs to the olher. As generally the ussrs of products, pariicularly consumer
products are wide spread and gecgraphically separaied from ihe placs thess are
produced, # s necessary (o mowe them fothe place whers |t 1s needed Tor consumpdion
ar use, For example, lea producsd in Azsam has to be transporisd not only within
ihe siae bul to other far off places lIke Tamil Nadu, Punjab, Jammu and Kashimir
and Haryama, Rajasthan, where i1 |5 consumesd.

A markesling firm has fo analyss 15 transporiation nesds after taking Into
consideration warious factors such as nature of the product, cost and location af
target markst and take decisions In respect of mode of transporfation to be chosen
and other relaied aspects.

42. Storage or Warehousing: Usually there is atims gap betwesn the produciion
o procurement of goods and fheir sake or use. It may be becauss of irreguiar demand
for the products such 2= In the cass of woollen garmenis or Ralncoats or thers may
he rreguiar supply because of saxscnal production such as in ths cass of sgriculisral
producis (sugarcana, rice, whaat, cotton, sic.|. In order 0 mainiain smooth Bow of
products in the market, there is a need Tor proper siorage of ihe producis. Further,
thers |5 @ nesd for storage of adequate stock of goods to pratect against unavoidable
detays in delivery or to mesl oul conlingencies in the demand. In the proocsss af
marksling, the funclion of storsgs s performed by different agencies such as
manufaciurers, wholesalers and retallers.

What is the role of marketing?

All markeiing organisations cperate either to earn prafit or pursise some olher goals
such @s community service, improvement of qualily of life or promoiion of a couse,
=3y UNICEF working for {he welfare of children o Helpage” working for the cause af
sanlor diirens. Whether i Is a profit organisation of a non-profii organization,
marketing plays an important rofe in achieving Its cbjsctives. It kelps the individual
COnsUmers in ralsing their standard of iving by making avallable the products and
saryices thal satlsly their nesds and wants. It afso plays a significant roie In the
sconomic development of a nation. The role of marketing In Gifferent siisations may
be described In brief as Pollows.

1. Role in a Firm

Thie madsrn concapt of marksting plays a significant roée in achiieving the objsctives
af a firm. i smphasises that cuslomer salisfaction is the ksy 1o the survival and
arowth of an organisation in the coniemporary compsiitive marketing snvironmeant.
By adopting marketing arlentation, an arganisation whether profil making or non-
profit making, can achisve 115 goals in the most effective manner. it helps In focusing
the activiti=s of an organisation on the neads and want s of the cusiomers. For exampls,
what producis or services will be marketed by a flrm will depend upon what do iis
oustomers need. Thus, an analysis of the nesds of ihe cusiomers shall be underiaken
in orger to decids whal to produce and =sll. The product will then be designsd
according to the nasds of the potenlial buyers and be made avallable throuph the
outlsts convenlent to customers and be priced at a levsl which the targel cuslomers
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can afford. In other words, marketing as a business philasophy helps In ssrving the
oustomers by satisfying their needs. It is a wall known Tact thal & satlsfled oustomer
s the most valusbie s=ssl of any firm. Thus, marksling plays a cruclal rofe In the
survival and growth of a fem.

2. Role in the Economy

Markesling plays a significant role in the devslopment of an sconomiy. IE acts as &
catalysi In ihe economic developmen | of a couniry and heips in raising the standards
af Bving of the peoole.

Developmeni of a matlon Gan be judged by the bevel of standard of Hving of Its
people. Another important oriteria, which is refaied Lo the first one, Is the par capita
income of an awerags cilizen of a country. On this basis, an underdevsloped counfiry
may be stated Lo be one which |s character is=d by faciors like poverty, scarcity of
@oods and services, predominance of agriouiture, etc

Marksting can play a significani rofe in the economic development of a nation,
It can inspire peopie to underiake new activities and o s=1 up enterprises for
producing poods that are nesded by the customers. Markeling can help In overcoming
abstacies posed by high prioes dues to Imbalances in fhe levels of production and
oonsumption. It can also ensure smooin flow of poods throuph efficient physical
distribution arrangemants.

In cther words, marketing can help in inding oul right fype of products and
sarvices that a firm should manufaciure, the places where it should maks such
producis available for sale, ihe price ai which the producls should be soid and the
channels that should be used for moving the products to the aifimaie place of
oonsumplion or use. This linkage between the business and consumption oentres,
accelerales the economic activity leading io higher incomes, more consumpiion and
increassd savings and Envesiment.

What is Marketing Mix?

A= siated In an earfler ssction, the process of marksiing Involves oreating a marked
affering, to satisfy the needs and wants of the pressnt and potential buyers. The real
quasstion 1s how to create a markesl offering. Let us say a profitable business
apportunity s ssen by some firm In the Meld of producing =oft drinks. To develop
and market a new brand of soft drinks, & number of imporiant decisions will have to
be faken for example whether fo gofor any collabor adbon with a foreign manufacturer
of =of drinks, wheiher fo producs for the local markst or for a widsr markst, what
will b= the features of the new product, and o on.

There are large numbss of factors affecting marketing decisions. These can
broadiy be divided into two categories: (1) coniroliable Factors, and 1) non-controllable
factors. Controllabie Tactors ars Lhoss faciors whilch can be infiuenosd ai the level of
the firm. In the previous (Hustration, for sxample, whether the drink will b= packsd
in glass bottles or plastic cans, what will be (ke name [brand name) of the drink; at
what price it will be sold, (at par with the price at which other compelitive brands
are sold or below it or above 1), what distribubion network will be ussd 1o make the
produci avaflable de.g., hotels, restaurants, groceries shops, Klosks selling gareiie,
pgaan, ste.} to the buyers whether the new soft drink will bs promobsd by putting up
advertisemanis In newspaper or magazine of on radio o television; or say IT
newspager, whethier In a local newspaper o a natlanal dally: whether In a paper of
regional languags or @an Engilsh daily, sic. s decided a1 the level of markeling manager
af the firm

However, there ares cerfain other factors which affe the decision bul are not
oontroifable at the firm's level. These are called snvironmental variables. For exampie,
the political factors sech as the povernmenl policy on whelher to allow any technical
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of financial collaboration in the area of soft drinks, produciion or economic faciors
such as rate of inflation prevalling in a given period or a oredit policy of Ehe central
bank affscting the tolal avallability of monsy In the market, all of which affecl the
=ale of a partloular product but can nol be confrolled or influsnced by the decisions
at the lewel of a firm. To be successful, he decizions regarding ‘controllabls factors’
are io be taken kesping the environmental variabies into consideration.

The coniroflable variabies become marketing tools, which are con stan iy shapsd
and reshaped by marksling managers, to achievs marketing success. For axampls a
firm «can reshapes a market offering by brinping in a change in any of the variable
under its own conirol say introduding @ change in the prios or promotion offer or
product Features or channel used lo maks the product avallable to buyers. Thus,
from a number of aiternatlves avallable a firm chooses @ parficular combination to
dewslop a markst afering. The combination of variables chosen by @ firm (o prepars
its market offering is also called marksling miz. Thus, marketing mix s desoribed
as the set of marketing toois (hat @ Arm uses (0 pursus its marketing objsciives in @
target marked.

What are the elements of marketing mix?
Four Ps

The marketing mix consisis of various variables, which have broadly been classified
into four categories, popularly known as four Ps of marketing. These are: {1} Product,
i} Price, {il) Place, and {lv] Promoiion, and are discusssd as Pollows:

4. Prosduct: Product means goods or services or ‘anyihing of value”, which is
affered to the markst for exchange, For exampls, Hindustan Lever company offers
number of consumer prodwcts ke lolistries (Closs-Up Toothpasis, Lifsbuoy Scap,
#c.), detergeni powder (Surf, Wheal], food products (Refined Vegetable DIl Tata
affers Tata Stesl, Trucks, Sall and a larnge number of cther producis; LG Elsctronios
DOffers Telewisions, Refrigerators, Colour Monilors Tor Computers, elc. Amul offers
number of Tood producks (&mul Milk, Ghes, Butler, Cheese, Chooolales, slc b

The concepl of product relates (o nol only the physical prodwct as menilonsd In
the above examples but als=o ihe bensfils offersd by it from customer’s view paint
ifor emample ioothpasie Is bought Tor whitening tesih, strenpihening pums, sic. ).
The concept of product also indude the extendsd product or whai Is offersd o the
customers by way of after sales ssrvices, handiing complainis, availability of spare
parts elc. These aspecis are very important, particutarly in the marketing of con sumer
durable products {like Autocmobiles, Refrigerators, stc.p The Important product
decisions include deciding about The feaivres, gualily, packaging. labefling and
nranding of ihe producls.

2. Price: Price Is the amoun! of money cusiomers have 1o pay lo cbtain the
product. In case of most of the products, levsl of price affects the Ievel of thefr demand.
The marksers have nol only (o decids aboul the objschives of price selting bul to
analyse the faciors defermining Ehe price and fix a price for the firm's producis.
Decisions have also to be laken in respect of discounis to cusiomers, traders and
credil terms, sic. 50 thal customers parcelve the price 1o be In line with the value of
the product.

3. Place: Placs or Physical Distribulion include aclivities that make flrm's
producis avallable Lo Ehe target customers. Imporiant decision areas in this respeci
include selection of dealers of Intermediaries to reach ihe customers, providing
suppart to the Intermediaries By way of discounis, promotional campalgns, sic.).
The intermediaries in turn keep Inveniory of the firm's products, demonstrate them
1o poteniial buyers, magoiiate price with buyers, close sales and aiso s=rvice the
products after the sale. Tha olher dacision areas relate lomanaging Inventory, storaps
and warshousing and {ransportalion of goods from the place it is produced to the
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placs 1t is reqguirsd by The buysrs

4. Promotion: Promotion of producis and services include activities that
communicate avallabiiny, features, merits, sto. of {he products 1o the target customers
and persuade them to buy if. Mosi markstling organisations, underiake various
promationad activities and spend subsianiial amouni of money on the promotion of
thelr goods through using number of tocls such as advertising, porsonal ssling and
=ales promotion technigues {lks price discounts, free samples, ebc . A lorpe number
af decisfons ars 1o be taken in sach of the area specified above. For sxample, in the
respect of sdvertising 11 Is importani to decids aboul the message, the madia o be
used (exampls print-media-newspaper, magarinss, sic. the objsctions of customers,
=l

The success of @ market offer will depend on how well these ngredienis ars
mizsd fo creats supsrior value for the cusliomers and simulansously achieve thsir
=ale and profil objectives. Let us say a firm would ke to achieve necessary wolumes
of sale al & cost That will permit a desired lewvel of profil. But so many afternative
miz=s can be adopted by & firm 1o achieve this objectives. The kssus before a firm
then ks Lo decids wh al would be the most effective combinaiion of slements (o ach e
the given objectives.

Seven Ps

Az well @s the standard four P's (Produc, Pricing, Promotion and Place), services
marketing calls upon an extea ihres, fotaling seven and known together as the
extended marketing mix. These ars:

Peopie: &ny person coming into contact with cusiomers can have an imeact on
overall satistaction. YWhether os pari of a supporiing service toa product or involved
in a total service, people are particularty important bacauss, In ihe cusiomer's eyes,
they are generally Inssparable from fhe tolal servios . As a resull of this, they must
be approprlalely trained, wsll molivated and the right iype of person. Fellow cusiomers
ars alzo sometimes referred to under ‘people’, as they 100 can affect the customer's
service experience, i0.0., al a sporiing ewent}.

Process: Thisis the processiss) involved in providing a service and the beh aviour
al people, which can be crucial o cusiomsr salisfaction.

Physlcal evidence: Unlike a produci, a service cannot be experienced before 11
Is deflvered, which makes it intangibls. This, therefore, means thal poleniial
oustomers could perceive greater risk when deciding whether to use a service. To
reduce the feeling of risk, thus improving the chanoe for success, it Is often wital to
affer potential cusiomers the chance to ses whal a servios would be like. This is
done by prowiding physical evidence, such as case siudies, testimoniais or
demonsiralions.

Four New Ps

Personallzation: 11 is here referred cusiomization of products and services through
the uss of the Internet. Early examples includs Dell on-line and Amazan.oom, but
this conospd is further extendsd with emarging social media and advanced algorithms.
Emerging technofogies will continue to push this idea forward.

Participatlon: This is to allow customer o parficipate in what ihe brand shoukd
stand for; what should ba the product directions and swen which ads o run. This
ooncegt Is laying the foundation for disrupdive changs through democratizalion of
Information.

Peor-to-Peer: This refers toou stomer networks and communities wh ere sdvocacy
happens. The historical problem with marksting s that i1 s “interraptive” in naturs,
irying to impose a brand on the customer. This Is most apparent in TV advertising,
These “passive customer bases” will uitimately be repisced by the “active oustomer
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communilies”, Brand engapsmeni hagpens within {hose conversations. P2F is now
being referred as Sodal Computing and is likely to be the most disruptive foros in
the future of marksting.

Predictive modeling: This refers (o algorithms that are being sucoessfully
applisd in marksiing problems jboth a regression as well as a dassification protdem].

What is Product?

In common pariance, the word ‘product’, is used to refer only to the physical or
tangible atiribuies of a product. For example, we say we have bought a car or @ pen
or @ Cell phone or @ tractor.

Dur decision iobuy a product 1s not only afecisd by its physical gualities, bul
alzo by certain nonfangible and psychological Faclors, &g, brand name, reputation,
guaranlty, packaging elc.

Thus, in marketing, product is a misture of langible and intangibie atiriouiss,
which are capable of being exchanged for a value, with ability to satisfy oustomer
nesds. Besides physical objects, we also Incduds sarvices, [deas, persons, and places
in fhe concept of product. Thus, product may be defined as anything thal can be
affered (o a market to salisty a wanl or nesd. 11 s offered ¥for adtention, acguisition,
use of consumptian,

From the customer™s point of view, a producl |s @ bundie of ulilitles, which s
purchased becauss of Iis capahilily o provide satisfactlon of ceriain nesd. A buyer
buys a product or service for what it does for her or the benefil i provides fo her.
There can be ihree [ypes of benefils a customer may sesk (o satisly from The purchass
of @ product, viz, §1) functional enefits, {1 psychological benaflits, and 01} social
benefits. For example, the purchase of a molorcycle provides functional wtility of
transportation, bl ot the =ame time satisfles the need for prestige and estesm and
provides sodal henadil by ihe way of acceptance from a group, by riding a motorbike.
Thus, all thess aspects shoubd be considered whils planning for a producl.

It is cusicmer for compandes io review the progress of their pressnl producks
and constantly look for opportuniiies of diversifying into never areas.

Classification of Product

Froducts may broadly be classified into two calegories: {I) consumer prodocts, and
§iy Industrial producis

What are the consumer products?

PFroducis, which are purchased by the uitimale consumers or users for salistying
their personal needs and desires are referred to as consumer products. For sxampla,
=oag, sditle oll, eatables, texiile=s, toothpasts, fans, slc. which we uss for our personal
and nonbusiness WSe are CONSUMEr Qoods.

The consumer products have bsen classified on the basis af two important
faciors: (A) The axient of shopping efforis invoived, and (B} durability of the product,
These have bsen explained as below:

A. Shopping Efforts Involved

On the basis of the tims and efort buyers are willing Lo spend in the purchass of a
product, we can classity ihe consumer product into the following ihres cotegories as
nere under:
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1. Comvenlence Products: Those consumer prodgucts, which are purchased
freguently, immeadiatsly and with least time and efforts are referred 10 25 0on venben o
goods. Examples of such products are cigarsties, lca creams, meadicdines, newspaper,
slationery items toolhpasie. elc. These produd s have Iow unit-valus and are boughi
in small gualities. Some of the important characterisiics of such products are:

i@} These products are purchased at convenieni locations, with l=asi efforts
and time;

ib) Convenlence products hawve o regular and conlinuous demand, as thess
generally come undsr the calegory of essential products;

{c) These products howe small unil of purchass and low prices. For exampls the
=ggs are sold at Rs. 206 per doren and the customers purchass them inosmall
mum er s;

id] Gonvenience products have standardissd price os most of thess products
ars brandsd products;

izl Thes competition in thess producis ks high as the supply Is greater than ths
demand. The markeisrs have, therefore, o heavily advertise for these
products; and

(11 Sales promotion schemes or shortterm Inosntives such as sales contests,
discount offers, ete play an important role In the marksting of such products.

2. 8nopping Products: Shopping products are those comsumer goods, In the
purchase of which buyers devole considerable time, fo compars the guality, price,
=tyle, suitabliily, slic., ol several siores, before making final purchase. Some of the
examples of shopping products are ciothes, shoes, |ewellery, Ffurniture, radio,
television, stc. The important characteristics of shopping products are as Delow:

(@) The shopping products are generally of durable nature, Le., they normally
SUrvive many usss;

b} The unit price as well as profit margin of shaopping products Is generally
Figh;

{cl As these producls have high unil price, customers compare the producis af
difierent companies bafore making selection;

id] Purchases of shopping producis are generally pre-planned and thers is I
degres of impulse buying in these products; and

iej RAelallers generaily play an impartant rale in the sale of shopoing products
as laot of persuasive efMort is needed to conwince the buyers to purchass
them

3. Speclality Products: Speciality products are those consumer goods which have
certain specisl features becauss of which pesoples make special efforts In their
purchass. Thess products are such, which have reached a brand loyaity of Ehs highest
arder, with a significant number of buyers. The buyers are willing to spend a ol of
tima and sfioris on the purchass of such products. For exsampls, I there Is a rare
odlection of artwork or of anligues, some people may be willing to spand a lol of
=shopping sfforl and travel long distanos to buy such products. in our day-to-day
Iife, we see peopls polng toa particular hair-ootting saloon or restaurant, or a talkor.
The demand for thess goods |s refafively insiasdic, Le, even T ihe prios is inoreased,
ihe demand do=s not comes down. Some of the imporfant characteristios of the
spedaiity products may be summed up as Tollows:

(@] The= demand for speclalily prodwcts is Hmited @s reladively small number aof
peopie buy these products;

ib} Th=se products are generally costly and thsir unit prics s vary high;

{c) Thesa products are avallable for sale ot few places as the numbesr of customers
is small and are willing to taks extra efforts in the purchass of (hese produats;

MOTE: The Information provided here is only for reference. It may vary the Original



Www.previouspapers.co.in

Marketing Aptitude Test 15

{d) An aggressive promolion Is reguirsd for the sale of speciality products, in
order to Inform peopie aboul their avaliabilily, fealures, etc.. and
e AMer sales servicas are very Impartant for many of the spaciality products.

B. Durability of Products

On the basis of thelr durabliity, the consumer produects have been classified into
thres= categories—Durable, Mon-durabie and Servioss.

1. Non Pr 5 The products which are normally consumed
in one o few uses are called non-durable producis. Far skample, we purchases
producis ke loothpaste, detergents, bathing soap and stationary products elc, From
the marketing point of view, thess products generally command a smail margin,
should be made avaliables in many locailons and nesd (o be heavily adverbised.

2. Durable Products: Thoss tangitle consumer products which normally survive
many uses, for example, refrigeralor, radio, bicyole, s=+ing machine and kitchen
gadpets are referred fo as durable producis. These goods ase generally used for @
longer period, command a higher per unit margin, reguire greater personal-s=iling
afforts, puaraniees and afier sales servioss, on the part of ihe seller.

3. Services: The durable and nondurable goods are tangible in the sense that
thase have a physical existence and can be seen and louched. Services ars infangible
in form. By services we mean thoss activities, benefits or salisfactions, which are
affersd for =ale, e.0., dry cleaning, walch repairs, hair cutting, postal ssrvices, services
offered by a doctor, an architeci and a lawyer. Some of the distinguishing
characieristics of services are as Tollows:

|a) By thelr very nature, services are intangible, l.e.,. we can not see, fesl or
touch them;

{b) & service is inseparable from 1S sourcs. That means we cannot separaie the
service from the person providing ihe service;

§c) The services cannol be stored. They are highty parlshabie. For ecample, W@

talior does not work for ane week, the sarvices hia would have provided during

such period po wasie; and

Services are highly variable as their type and quality depends on the person

providing them, That ks why, there Is a differsnce in ths extent of satisfacison

we get from the sevvices provided by different pecple.

What are the industrial products?

Industrial prodgucts are those products, which are ussd as Inpults in producing other
producis. The examples of sudh producis are row materials, engines, lubrlcanis,
machines, iools, etc. In olher words, indusirial progucis are mean! for nonpersonal
and business use for producing cther products.

The market for industrial products consists of manufacturers, transport
apencies, banks and insurance companlss, mining companies and public utflities.

=]

What are the important characteristics of industrial
products?

The important characieristics of industrial products are given below:

4. Humber of Buyers: As comparsd o the consumer products, the numbers af
buyers of indusirial producis are limied. For example, sugarcane |s purchassd oy
few producers of sugar, bufl sugar, which Is a consumer product, Is purchased by
orores of peopls In owr couniry.

2. Channegl Levels: BEscause of limited number of buyers, the sale of indusirial
producis (s generally made with the help of shorter channeals of disiribution, e,
direcd sslling or one level chanmed.
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3. Geographilo Concentration: Because of location of indusiries at ceriain
points or regions, industrial markests are highly concentrated, geographicaliy. Far
instance, the demand for power loom comss from Eombay, Sholapur, Bangakors,
sic, where the textile industry Is concentrated in our country.

4. Derived Demand: The demand for indusirial producis = derived from Ehe
demand for consumer products. For exampls, The demand Tor leather will be derived
from demand for sho=s and other lssiher products in the morksat.

3. Role of Technlcal Conslderations: Tadhnioal considsrallons assume graaler
significance In the purchass of indusirial producls because thess products are
complex products, bought for use in business operations

§. Reclprocal Buylng: Some big companies from basic industries liks ofl, stesd,
rubber, and medicines resort tolthe practice of redprocal buying. For example, Ashok
Leyland may buy tyres and tubes from MRF, which In lurn may buy trucks from
Leyland, whanever it feels the nesd for the samea.

7. Leasing Out: A growing tremd in industrial product market is o lsass oui
rather than o purchase the products on outright basis because of the heavy price af
these products.

Classification of Industrial Goods
The indusirial goods are Into the fol 13 major categories:

{1} Materials and Parts: These include goods that enter the manufacture's
producis complelely. Such poods are of bwo types: (a) Raw maderial  including
farm producls llke colton, sugar cane, oll seed and natural products such
as minerals (say crude petroleum, Iron ore), fish and lumber; and {b)
manufaciured materia and parts. These are again of two fypes - component
maierials Hke glass, iron, plastic and component parts such as iyre, slectrio
bulb, stes=ring, and batiery.
Caplial Ilems: Thess are such poods that are used In the production of
finished goods, Thase Include: {a} Instaflations ke slevalors, mainframs
Computers, and b} equipments Ifke Hand Tools, Personal Computer, Fax
Machines, slo.
i} Supplies and Business Bervices: These are short lasting goods and services
ihai Tfacilitate developing o managing the Ainished product. Thess incleds:
{a) maintenancs and repair ifems like Paini, Maiis, etc., and [b) cperating
supplies ke Lubricant, Computer Stationary, ¥Writing Paper, sic.

What is Branding?

One of the most imporifant decisions thal a markslsr has o take In the area af
‘prodiuct’ s in respect of branding. He has 1o decide whelher Eha flem's producis will
be markeied under a brand name of a generic name. Generic name refers o the
name of the whole dass of the product. For exampie, a book, a wristwatch, Lyre,
camera, tollel soap, etc. We know that o camera is o lens surrounded by plastioc or
stesl from afl sides and having csrtaln other features such as a fiash gun and o0 on.
Similarlty book is a bunch of papers, which are in a bound form, on which some
useful information aboul a subject is printed. Thus, all products having thess
characieristics would be called by the generic name such as camera ar book .

I products were soid by peneric names, It would be wery difficult for the marketers
fio gistinguish thelr products from thatl of thalr compatitors. Thus, masl markslers
@ive @ nams o ihelr produci, which helps In ideniifying and distinguishing {heir
producis from the competitors” products. This process of giving a name of a sipn or
a symbal etc., 1o.a product Is called branding,

m
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Various Terms Relating to Branding

The wvarious ferms relating fo branding are as follows:

1. Brand: & brand 15 a name, ferm, sipn, symbol, design of some oom binaikon
al them, used to identHy the producis—poods or services of one saller or group of
ssllers and o differentiate them from Lhose of the com pelifors. For exampls, some of
the common brands are Bata, Lifebuoy, Duntop, Hot Shot, and Parker. Brand is &
comprehensive term, which has two componenis—brand name and brand mark.
Far sxampie, Asian Paints has the symbol of Gattu on s pack, which is its brand
k.

2. Brand Name: Thail part of a brand, which can be spoken, Is calied a brand
name. In other words, brand name is the verbal component of a brand. For example,
A= an Faints, Safola, Maggis, Lifebuoy, Dunlop, and Uncle Chips ares the brand names.

3. Brand Mark: Thai part of a brand which can be recognissd but which is not
wtler able Is called brand mark. 1§ appsars in the form of a symbol, desipn, disiinc
oolour scheme or lsitering. For example, the Gatiu of Asian Paints or Devil of Onida
or symbol of Yogkshma of LIC, or four fingers and a paim of Anacin are all brand
marks.

4. Trade Mark: A brand or part of a brand thai is given legal protection is callsd
trademark. The prolection ks ghven against its use by other firms. Thus the firm,
which got I1s brand regisiered, gets the exclusive right for iks use. In thal case, no
ather firm can uss such name or mark in ihe country.

What are the Advantages of Branding?

Though branding adds to the cost 2.9, to the cost of packaging, labelling, legal
protection, and promation, it provides several advaniapss to ihe ssilers as well as
the consumers.

Advantages to the Marketers

{l} Enables Marking Product Diffsrentlation: Branding hslps a fiem in
distinguishing Its product from that of iks compsiitors. This enables the firm
1o secure and control the market for Its products.

M} Helps In Advertising and Display Programmes: & Drand alds a firm in its
adverlising and display programmes. Withowl a brand name, the adwertlser
can only create awarsness for thes generic product and can never be sure af
ihe sale for his producl.

i} Differential Pricing: Branding enables a firm to charge differanl price Tor
fis products than thal charged by Its compstitors. This |5 possible becawse IT
oustomers ke a brand and becoms habliual of it, they do nol mind paying
a FEtle higher Tor 11

fiw} Ease In Introduction of New Product: If a new product is inlroduced unider
@ known brand, il enjoys Ehe reffected glory of the brand and s likely 1o get
aff Lo an excelient start. Thus, many companiss with sslablished brand nam s
decéde 1o introduce new products In the same name. For example, Food
Spsciaitias Lid. had a successiul brand Maggee (Moodles), il exiended this
nama io many aof its new products introduced such as Tomato Eetchup,
Soups, sic. Similarly Samsung extended ihe brand name af iis Television to
‘Washing Machines and oiher durabie products, llke Microwave owen.

Advantages to Customers

{I} Helps In Product ldentificatlon: Branding heips the customers in identifyng
the products. For exampée, I a person |s satisfed with o particular brand af
a product, say tea leawes or detergeni socap, he need not make a closs

MOTE: The Information provided here is only for reference. It may vary the Original



Www.previouspapers.co.in

18 Marketing Aptitude Test

inspection every lime, he has to buy that prodguct. Thus, branding greatly
ool ates repsat purchase of ihe products.

M} Ensures Quality: Branding ensures a particular levs of quality of the product.
Thus, whenewver there is any devlation in the guality, the customers can
fawve recourss tothe manutacturer ar the marketer. This bullds up confiden os
al the customers and helps in Increasing his leved of satisfaction

(i} EStatus Bymbol: Some brands beomme status symbols becaw ss of ihelr gualily.
This consumers of ihose brands of products fesl proud of using them and
adds o the level of salisfaction of the customers.

What are the characteristics of good brand name?

Chioosing the right brand name ks nol an sasy decision. Whal makes this decision
important is the fact that onos a brand name is chasen and the product IS launched
In e markesl, chanping the brand name is vary gifficull. So, getting 1 right thes first
fime is very sssential. Following are some of the consideralions, which should be
kept In mind while choosing a brand name,

I} The brand name should be shorl, sasy o pronounce, spell, recognise and
remember e.g., Ponds, WIP, Rin, Yim, sio.
iy & brand showld suggest the product’s bemeflis and gualities. 1 should De
appropriate to the product’'s function. =g, Rasika, Genieel, Promise, My
Falr Lady and Boosi.
iy A brand nams should be distinctive e.g., Lirll, Sprit, Batarl, Zodiac.
(i) Tha brand name showld be adaptabie to packing or labelling reguiremenis,
o different advertising meadia and to differant languagess.
ivl The brand name should be sufficiently wersatile to accommodate new
producis, which ars added to the product line a.g.. Maggle, Colgats.
(v} It shoubd be capabls of being registered and profected legally.
i) Chosen namea should have staying powsr e, i should nod gelt owi of date.

What is Packaging?

Fackaging refers o ine act of designing and producing ine container or wrappss of &
product. Packaging plays a very iImportani roée in the marksting success or fallure
al many products, partioularly the consumer non-durable products. In facl i one
makes an analysis af the reasons for the success of some of the sucosssiul products
in the recent past, it can be noled that packaging has played its due role. For sxampls,
it was one of the iImporiant Tactors in tha success of producls liks Maggie's Nood|es,
Uncle Chips or Crax walers.

Levels of Packaging

There can be three different leveis of packaging. Thess are as below:

1. Primary Packaging: It refers 1o the product's immediale contalner. In some
cases, the primasy package |s kepd L6l the consumer |s ready to use the product
f2.g., plasilc packel For socksi whersas n other cases, 11 |s kept throughout Lhe
emtire life of the product {e.g.. a toothpaste fubs, @ madch bax, elc.).

2. Sscondary Packaging: |1 refers to addilional fayers of peotection thal are
kept TNl the product is ready for use, =g, a tube of shaving cream usually comes in
a card board box. When consumers start using the shaving cream, [hey will disposs
aff 1he bou bul retain the primary tube.

3. Transportatiom Packaging: It refors to further packaging componentis
necessary for storape, identificatlon o transportation. For example a loocthpaste
manufaciurer may send the poods 1o retallers in corrugated baxes containing 10,
20, ar 100 units.

MOTE: The Information provided here is only for reference. It may vary the Original



Www.previouspapers.co.in

Marketing Aptitude Test 18

Importance of Packaging

Packaging has acquired great sipnificance in the markeding of goods and services,
becauss of following reasons

{1} Rising Standards of Health and SBanitatlon: Becauss of the Increasing
standards of liwing In the country, more and more people have started
purchasing packed goods as the chanoss of adulteration in such goods srs
mdnimissd

M} Self Service Outlets: The s=T-servics retadl outiels are becoming very popular,
parifcubarly In major cities and town s. Because of Lhis, some of the traditional
role pssigned to persocnal selling In respect of promolion has gone 1o
packaging.

i} Innovational Opportunity: Some of the recent developmenis in Lhe area of
packaging have completely changed the marketing scene in the couniry. For
example, milk can now be siored for 4-3 days without refrigecation In the
recently developsd packing matsrials. Similarly, in the area of
pharmaceuficais, soft drinks, stc., lols of new innovations have come In
respect of packaging. As a result, ihe scopefor the marketing of such producis
nas Increased.

Produot Ditfersntiation: Fackaging is one of the very imporiant means aof
oreating product differentlation. The colour, size, material etc., of packagps
makes real diffsrenos In the percepiion of cusiomer s about the guality of the
produci. For exampile, by looking at the package of a product say Paint ar
Hair Qil, one can make some guess about guallty of the product contalned
(L F 8

Functions of Packaging

Az stated above, packaging performs a number of funclions in the markeding af
goods. Some of the imporiant functions are as follows:

{1} Product Identifcation: Packaging greatly helps In idenification of the
producis. For example, Colgais in red colour, or Ponds cream jar can be
sasily identifisd by s packags.

M} Product Protection: Packaging protecis the contents of a produclt from
spollaps, breakage, Feakape, plifsrage, damage, climatic effect, etc. This kind
af protection s required during storing, distribulion and transparfation of
ihe product.

[} Facliitating Uss of the Product: The size and shape of {he package should
be such that it should be conventen! to open, handle and use for the
consumers. Cosmetics, medicines and tubess of toothpastes are good sxam pl e
af this.

¥} Prodoct Promotlon: Packaging Is also ussd for promotion purposes. A
=iartiing colour schems, pholograph or iypefacs may be used fo attract
atteniion of the psople of The point of purchase. Sometimes it may work
ewen better than advertising. In seff-ssrvice stores, this rols of packaging
becomes all the more Impartant.

What is Labelling?

A simple lcoking but important task in Ehe markeding of goods relates to designing
the label to be put on the package. The labsl may vary from a simple tag aitached to
the product (such as In case of focal unbrandesd products ks sugar, wheat, pulses,
sic.) indicating some information about the quality or prics, to complex graphics
that are pari of the packages, ke the ones on branded producls (say the graphic of
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Boat and Fatwar on ihe package of a popular brand of After Shave Lotion or af o lady
affering a pen [o solicit he views of the users, on the iabel of a dsiergen! powder),
Lables are usatul in providing detallsd Information aboul the product, iz contenis,
method of use, s,

What are the functions performed by a label?

The various functions performed by a label are as follows:

1. Descrike the Product and Bpecify Its Contents: Lel us look @l some of the
labels of the products ussd by us In ocur day to day [ife. The labsl on the packags of
a local i=a company describes the company as ' Mohinl Tea Company, an 150
B001:200C Certiflad Company”. a popular brand of Prickly Hsal Powder, desoribes
now Lhe product provides redlef from prickly heat and controls bacterial growth and
Infection, giving caulkon forbidding its appéication on ouls and wounds, Packags of
fasl food producis like ready (o eal Dkosa, 1dll or Noodies, describe the procedurs af
oocking thess products; the Packaps of a tooihpasi= brand lists the Ten Testh and
Gum Problems’, which the producl claims to fight with its 'Complete Germicheck
Formula'; the Package of a brand of Coconut Ol describes the product as pars
coconul ol with Hesna, Amia, Lemon and specifies how these are good Tor Hair.
Thus, one of the most important functions of fabels 15 o describe the product, its
wsage, cautions in use, stc. and specily s contents.

2. ldentification of the Produclt or Bramd: The olher imporiant funclian
performed by labels is Lo help in identitying the product or brand. For example, the
brand name of and product, say Bisculis or Polalo Chips imprinted on its packages
helps us ta identify, from number of packages, which one |s our Tavourite brand.
Other common idemiifcalion information providsd by the labeis Include name and
address of the manufacturer, net welght when packed, manufacturing date, maximum
retall price and Eatch number

3. Grading of Products: Another Imporiant funclion performed by labals ks to
help grading the products Into different categories. Sometimes marketers assign
differant grades io indicale different fsatures or guality of the produd. For example,
a popular brand of Halr Conditioners oomies in differeni cadegories for differeni hair,
=ay for ‘normal halr' and for other calegories. DNfferent type of tea Iz soid by some
brands under Yellow, Red and Gresn Label categories.

4. Help In Promotlon of Products: An importani function of labsl is o aid in
promation of the products. A carefully designed label can atiract affention and give
reason (o purchase. We see many producl labels providing promotional messages
for example, the pack of a popular Amia Hair Ol siates, ‘Baalon mein Dum, Lifs
mein Fun'. The labsl on the package of a brand of Detergent Powder says, ‘Kesp
cioth loock good and wour maching in top condiiion’. Labeds play important rols in
zales promotional schemes launched by companies. For example Lhe label on the
packapes of @ Shawing Cream menlions, ‘40% Exira Free” or package of a looihpaste
mentioning, ‘Fres Toothbrush Inside’, or Save Rsi5',

3. Providing In formation Reguired by Law: Another important funclion af
labefing is to provide information required by law. For example, the statulory warning
an the packaps of Cigarsile or Poan Masala, Smoking Is Injurious to Health"™ or
‘Chewing Tobacco Is Infuricus to Health'. Such information Is required an processed
foods, drups and tobacco producis. In case of hazardous of poisonous matesia,
appropriaie safety-warning need Lo be put an the labsl,

Thus, labsls perform number of imporiant functions relating to communicaiing
with fhe poleniial buyers and promaoling the sals of the producis.
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What is Pricing?

When a praduct is bought, somes maney Is paid for it This money represent the sem
of values that consumers exchangs for the benefit of having or using the prdocut
and 1s referred to as the price of the product, Simikariy, money paid for the services
such as fare for the ranspori servios, premium for an insurance pollcy, and fes o &
doctor far his madical advise regresent ihe prios of thess services. Price may Lherefors
be defined as the amount of money paid by a buyer (or recelved by a ssler] in
consideration of the purchass of @ product or a service.

Fricing pocupies an imporfant place in the marketing of goods and services by
a firm. Mo product can be launched wiihoui a price tag or at l=ast some guidelines
for pricing. Fricing is often used as a regulalor of ihe demand of a product . Generally,
if ihe price of & product |s increassd, s demand comes down, and vice-versa.

Fricing |s considersd o ke an sfective compet ithve wsapon . In the conditions of
perfect competilion, most of the firms compate with each cther on The basis of this
facior. i is also The single mosi imporfant factor affeciing the revenus and profits of
a firm. Thus, maost marketing firms give high impariance 1o the Nxation of price Tor
thelr products and servioes.

What are the factors affecting price determination?

There are number of Tactors which affect the Mikatlon of ihe price of a product. Some
of the important faciors in this regard are discusssd as bejca:

1. Product Cost: One of the most imporiant factior affeciing price of a produci
ar service is Its cosl. This inciudes the cost of producing. distributing and seifing the
product. The cost seis the minimum level or the floor price at which the product
may be soid. Generally all markeiing firms strive 1o cover afl thedr costs, al least In
the long run. In addition, they aim ai earning a margin of profit over and above the
oosts. In certain droumstance, for example, at the time of introducing a new produci
ar while antering a new market, the producls may be sold at a price, which does not
caver all the costs. But in the long rum, a firm cannol survive unless at least all its
oosls are covered.

Types of Costs

There are broadly 1hres types of cosls: viz, Fixzed Costs, Varlable Costs and Semil
‘Yariabls Cosis,

(i} Fized costs

Fixed oosts are those costs, which do not vary with the level of activity of a firm say
with the volume of production or sals. For example, reni of a bulbding or salary of &
=ales manager remains the same whether 1000 uniis or 10 units are produced in a
week

{ii} Variable Costs

Thoss costs which vary In direct proportion with the level of aclivity are callsd variables
casts. For example, the costs of raw material, labour and power are directly reflated
with the guantity of goods produced. Lel us say, I the cost of wood Tor manufacturing
ane chalr comies to As. 100 the cost of wood for 10 chairs would ba Rs. 1000, Ohviousky,
ihers will b= no cosi of wood If no chalr is produced.
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(iii}) Semi Variable Costs

‘Beamil variable cosls ares thoss costs which wary with the lewvel of activity but not in
direci proporiion with it. For example, compensation of o sales person may incliude
a fixed salary of say As. 10,000 plus a commission of 3 per cent on sales. With an
increass in the wolume of sales, the jolal compensalion will incorease but not in
direci proporilon with the changs In the volume of sale.

Totlal Costs are the sum folal of the Mlasd, wariable and seml-wariable costs for
the spacific level of activity, say volume of sales or quantity produced.

2. The Utilty and Demand: Whike the product cosis set the lower bmiits aof the
price, thea wtility provided by the product and The inlensity of demand of the buyer
s=is the upper limit of price, which a buyer would be prepared 1o pay. In fadl the
price must reflsci the interest of both the pariies to the transactlon—thes buyer and
the seller. The buyer may be ready o pay up o ihe point where the 1ty from the
produch is at least equal to the sacrifice made in terms of the price paid. The seiter
woubd, howsver, try to ai fearsl cover the cosiz. According to the law of demand,
consumers usually purchass more unils ai a low prics than at a high prics.

The price of a product I affecied by the slasticity of demand of the product. The
demand Is =ald o be slastlc i a relatively small change in price resdlts in lorps
change In Lthe quantity demanded. Here numerically, the price slasticiy is grealer
than one. in thes case of insasiic demand, the lotal revenue increases when the
price |s increassd and goes down when the prics is reduced. If the demand of a
product s inelastic, the firm |s in a better position o fix higher prices,

3. Extent of Competition In the Market: Belween the lower lImit and the
upper [imit whers would the prios settls down? This Is affecisd by 1he nafurs and
the degres of competition. The price will fend o reach the upper limit in cass there
Is lesser degree of competifion while under conditions of fres competition, the price
will tend 1o be == i the lowest level. Competiiors’ prices and thelr anticipated
reactions musi be considared bafore flxing the price of a produol. Kot only the price
but the guallly and the feslures of the compaiitive producls must be examinsd
carefully, before fiking {he price.

4, Government and Legal Reguiations: In order 1o protect the interest of
public against unfalr practices In the Neld of price Nixing, Government can Intervens
and regulate the price of commeoedities. Government can dedare a product as essential
product and reguiate lts price. For example, ihe cost of & drug manuifactured by a
oompany having monopoly in the production of the sams come lo Rs 20 per strip of
ten and the buyer is prepared o pay any amount for i, say Rs 200 In the absence
of any competitor, the ss=lles may be templed 1o extorl the maximum amount of Rs
200 for the drug and Inlervene Lo regulate the price. Usually in such o case, the
Government does not allow the firms to charge such a high price and inlervene to
regulale ihe price of the drug. This can be done by the Government by declaring the
drug as essential commodity and regulating 11s price.

3. Pricing Objectives: Fricing cbjeciives are anolher imporiani factor afecting
the fixation of the price of a product or a service. Generally Lhe objective Is slaled to
De maximise the profits. Bul there is a diffsrencs In maximising profit in e short
run and in the long ran. i the NMirm decides o maximiss profits in the short ron, i
would tend to charge maximum price for s products. But if i1 15 to maximise its
folal profil in the long ren, i would opd for @ Bower per unil price so thal it can
capture larger share of the market and sarn greater profits through Increased sales.

Apari from profit maximisation, 1he pricing objectives of a irm may Inciude:

(@) Cbianing Market Share Leadership: If a firms objective is io cbtain larger
share of the market; it will keep the price of s products ai lower fevels so
thai greater number of people are atiracied o purchase the products;
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{b) Surviving In a Compstitive Market: I a firm s facing difMiculties in surviving
in the markel because of (niense competition of Introduection of @ more
efficient subslitule by a competiter, it may resorl to discounting s products
or running @ promotion campaign to liguidate its siock; and

Attaining Frodud Quality Leadership: In fhis cass, normally figher prices
are charged ta cover high guality and high cost of Research and Developmient.

ic

Thus, the price of a firm’s products and services Is aftected by the pricing abjective
af the firm

#. Marketing Methods Used: Price flaation process |s afso affectsd by odher
slemants of marksling such as distribution system, gualily of salesmen smployed,
quality and amount of advertising, sales promolion efforts, the type of packaging,
product differenilation, credit facility and cusiomer services provided. For example,
if @ company provides free home delivery, It has some of flexiblfity in Ffxing prioes.
Similarty. uniquenass of any of ths slsments mentionsd above gives the company &
oompet itive fresdom in fixing prices of 115 products.

What is the physical distribution of products and services?
Describe the channels of distribution.

The third important slement of marketing mix ks the physical distributlon of products
and ssrvices

It 15 concerned with making the goods and sorvices avaiabie at the right place,
=0 that people con purchases the same. There are two Important decislons reiating to
1his aspsct—one regarding physical movement of goods from producers o consumars
ar users and two, regarding the channels or using infermediariss in the distribution
process. Thess are described as folbows:

Channels of Distribution

In cas== of large number of consumer products, ihe polential buyers are scatbered
oves a wide geographical area. In order to coniscl these people sfficiently and
effectively, it is Important to take the help of numbsr of Intsrmediarlss as coniacting
them directly may not be cost effective and may be difficuil even otherwise. For
sxample, a manufacturer of delergent powder in Gujaral woukd find it wery dEfMicull
to directly approach cusiomers, say in Deihl, Thiruvananthapuram, Bhuvaneshwar,
Hyderabad Srinagar and ciher far off places. Therefore, hel she would supply @
larps guantily of his’ her produc fo a big merchani, say In Hyderabad. This g
merchant would fhen supply detergent powder (o refadively small sellers in various
towns of Hyderabad, These ssilers would, In turn, resefl the goods o customers. In
this manner, goods are distribuied from the place of production 1o the place of
consumplion. Thess people, instituiions, merchants, and functionaries, who take
part in the distribuiicn funciion, are called ‘CThannels of Distribution’. s Figurs on
channesis)

Chann#ls of Distribution are sel of irms and indlviduals thad take tills, or assisi
in transferring title, to particular goods or sarvices as 11 mowes from the producers to
the consumers. in other words, channel refers ioa team of merchanis, agents, and
business institutions that combine physical movement and fille movement of
producis o reach specific destinations.

Mostly poods and services are distribuied through a nefwork of marketing
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channels. For example we buy merchandiss of our need such as saft, bulb, tea,
sugar, soap, paper, books, four, etc., from retall ssilers

Tha channals bring sconomy of sffort. This can be better understood with the
help of an exampée. Lot us say you have bo buy four things, viz., Sugar, Bulb, Coffes
and Ink. Most probabily you would walk into a General Merchant's Shiop and buy ail
the articles form one place. Imagine what would happen If there were no middiamen
or general merchanis available. In that cose you would have to by divectly from the
manutacturers af thess products. You will have {0 make four conisds, sach with
ihe producer of Sugar, Bulb, Coffss and ink. Compared to ihis, there was only one
contact when ail the ihings were bought from the same general merchant. Mow et
us assume that there are four customers nesding the same four articles. in all sixteen
oontacts would have to be mads. In case middieman are usad, @ shown in the part
Il of the fgure, only sighl conlacts could be needed. Thus, use of middismen brings
sconomy of effort. Thizs situation is lusirated in the preceeding figure.

Apart from the economy of effori, middiemen help fo cover largs geographical
area and bring efMiclency In distribution, induding transportation, storage and
negotiation. They bring convenlence 1o customers as they make various items
avallabls at one store and alsc sarve as authantic source of marke! informatlon as
ihey are in diresst conlact with the cusiomer.

PART I

PRODUCER[ > ‘g\gle | RETAILER |<<|CONSUMER

Channels of DVstriburtion wsed for a Consumer Frodueols

PART Il

Economy of Efforts with the uvse of Channels

What are the functions of Distribution Channels?

Channels of disiribution smoothen ihe Tow of poods by oreating possession, plaoes
and time wiilities. They facilitate Channels of Disiribufion ussd for a Consumer
Product movemen | of goods by ower coming various time, piace and possession barriers
that exist betwesn the manufaciurers and consumers. The important functions
performed by middieman are as follows:
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1. Sorting: Middlemen procure suppiles of goods from a variely of sources,
wihich Is often not of the same quality, nature, and size. For exampke, a wholesaler af
cashew nuts may procure a large quantity from differsnt cashew nut producing
arsas, which would conlain nuis of varied quality and sizes. He' She then sorts the
nuts Inte homogenous groups on the basis of the size or quatity.

2. Accumulation: This function Involves accumulation of poods Into larger
nomogensous stocks, which heip in maintaining continuous Miow of suppiy.

3. Allpoatlon: Allocaiion Inwolves breaking homogenous siock Inta smallar,
mar kel abie lobs: For exampls, onos cashew nois are graded and largs guaniities are
Bulll, these are divided Into convenlent packs of say 1 kg, 500 gms and 230 gms, to
=211 them to different typas of buyers.

4. Assortimgc Middiemen build assortment of progucts for resals. Thers | s esually
a differ enics betwssn the product lines made by manufacturers and the assariment
or combinations desired by ihe users. For example, a cricket player may need a bal,
a ball, wickets, gloves, heimat, a T-shirt, and = pair of shoes. Perhaps no one
manufaciurer produces these products in desired combination. Middiemsn proours
waristy of poods from diftersnt sources and deliver them in combinations desired by
oustomEers.

3. Product Promiollon: Mostly adveriising and ociher safes promotion activilles
are organissd by manufacturers. Middiemen also pariicipate In certain activities
=uch as demaonstrations, speclal displays, contesis, eic., to Increase the sale of
producls.

6. Negotistion: Channels operate with manutaciurers on ths ane hand and
customers one, the other. Arriving al deals Thal satisfy both the parties Is another
important funclion of the middismen. They negotiate the price, guality, guarantes
and other reiated matiers with customers so that transfer of cwnership is properly
affscied.

7. Risk Taklnge in Ehe process of distribution of goods the marchant middismean
take iitle of the goods and thersby assume risiks on acoouni of price and demand
fluctuations, spoilage, destruction, etc.

Describe the different types of channels of distribution

A manufaciurer may chooss from direcd distribution to indirect distrioution and
from a short channsl consisting of few intermediaries o along channel of disiribulion
oonsisling of large number of middiemen. Each form of channel network differs in
number and type of middiemen Invoived. The major types of channeis are as follows:

Direct Channel (Zero Level)

The mosi simple and lhe shortest mode of distribution |s direct disiribution, whers
in ihe goods ares mads directly avaliabée by the manufacturers to customers, withoul
Invalving any Intermediary. This is also called oo lewvel channel. & straight and
direct relationship is establishsd betwesn the manufaciurer and the cusiomer. Far
sxample, when a manufaciorer sells his goods through his own retall outlets (eg.,
Mc Donald, Balal; it Is refsrred to as direclt channel. Similarly, mall ceder selling,
internet sefling and s=lling through own sales force, (8.9, Eurska Forbes) ars example
af direct s=fling or zero fevel channel

Indirect Channels

When a manufacturer empioys one of more intermedlary to move goods from the
point of production fo the point of consumption, the distribution network is callad
indirect. This may take any of the following forms:

4. Manufacturer-Retaller Comsumer [Dne Level Channel): In this form of
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arrangemeni one intermediary |.e., relallers |5 used betwesn the manufaciurers
and the customers. Thal is, goods pass from the manufacture to the retaflers whia,
in turn, s=fl them to the finad users. For scample, Maruti Udyog ssils ds cars and
wans through company approved retallers. This type of disiribution nelwork enables
the manufactiurers to cover wide area of market while refaining conirol over the
Channels.

2. Manufacturer-Whotesaler-Retaller-Consumer (Two Lewel Channell: This
is the mast commonly adoplsd distribution nstwork for most consumesr goods liks
=oaps, oils, dothes, rios, sugar and p Here the whe and retailer function
as conneciing links between the manufacturer and consumer. Uss of two middismen
In the channel neiwork snables the manufacturer o cover a lorger market area

3. Manufacturer-Sgent-wWholesaler-Retalier-Consumer (Three Level
Channelf: in this case. manuiaciures uss thelr own ssiling agenis or brokers who
conned them with whokesalers and then the retafiers. Thus, one more level is added
1o the levels disoussed in the proceeding arrangament. it is dons pariicularly when
the manufaciurer carries a limited product line and has {0 cover a wide market. An
apent in each major area is appainted, who in turn contact the wholesalers.

{1 Direct Channel fpero lewed)

Hunu.fn-:h.u'erl—blﬂuntumcrl

Indirect Channe!

i) Qe feved Channe!

[Manufseturer—s [ Retailer |—2[customer]

fii Ties devel Channed

| Maniifactuses —#{ Whalezaler |— Retailer [—%| Customer |
fivy Three level Chanme!

[ Manufacmrer — | Agent —a{Wholesaler—] Reatler —] Customer |

Types of Channels

What are the factors determining choice of channels?

Cholce of approprlate channel of géstribution is a very Imporiand marketing decision,
which affecis Lhe performancs of an organisation. Whether an organisation will adopt
direci markesting channels or long channels involving number of intermediaries is &
=siralegic decision. The cholos of channels depends on various faciors, which are
discussed as follows:

1. Product Related Factors: The important product related conslderations in
deciding ihe channels include whether the product s an indusirial or a consumer
producd, wheiher if is a perishable or a non-perishable produci, whatl ks Ehe unii
walue of the product and the degree of complexity of the product.

Industrial products are usually fechnical, made o order and expensive products
purchased by few buyers. These products require shorl channeds i.e., direct channel
or Involving few middlemen.

Consumer products, on the oiher hand, are usually standar dissd, less expensive,
less bulky, non-lechnical and freguently boughl products. Thess can be beiter
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distributed by long network of channels, invalving many middiemen. Perishables
products flke frulls, vegetables, and dalry producls are besl sold through shord
channels, while non-perishable products [ike tolletry products (2.g., soap, toothipasta,
fair ol elo), groceries {(vegetable oil, tea keaf #ic. |, fabrics require longer channels to
reach wide spresd consumers.

If the unit vajue of @ produck ks low as in case of most convenienos products,
tong channels are preferred whils in case of high value producis, shorier channels
may be ussd. Similarly, in case of complex products requiring lschnical details as In
case of moai Indusirial or engineering products, short channels are preferred bul &F
the product IS anon-complex one, i1 15 sobd through long channels, invoiving numb-er
of Infermediaries.

2. Companmy Characteristics: The imporianl company characteristics affecting
the cholce of channss of distribution include the Nnancdal strength of The company
and the degres of conlral it wanls Lo hoid on olher channel members. Direct sslling
Invalves Lot of funds bo be invesied In fixed assets say Tor slarting own retall outlets
of engaging large number of sales force. Indirect selling through intermediary doss
not Inwolve deployment of hugs funds on thess sspscts. Thus, if the firm has plenty
af funds it may go for dirsct distributlion. IT spare Tunds are nod avallable, i may go
for indiresct channeds.

Similarly IT the managemsnt want to hawe greater contral on the channal
members, short channeds are ussd but if the management do nol want more control
aver ihe middiemen, It can goin for fonper chaenel or large number of interm ediaries.

3. Competitive Factors: The cholce of channs |s also affectsd by the channel
sslected by compalitors In Ehe same Industry. If the competilor's have ssiected a
pariicular channel say Chemist shops for the sale of foibelry products like hair oll,
the other firm may also like to select the similar channs. In some cases producers
may wani to avoid the channels ussd by competitors. For example If other cosmetio
producers have chossn big retall stores for the sale of their products, & particular
firm may liks lo adopl door to door sslling. Thus, i will depand upon the policy of
ihe firm - whsiher IE wanis o go with the compastitors or be differsnt from them. The
changing global marketing environmeni has lead to adoption of newer dhannals.

4. Market Factors: Important market factors affecting the cholce of channs af
distribullon Include size of market, gsographical concentration of poleniial buyers
and guantily purchased. in cass ihe number of buyers |5 small, Fke for most i strial
producis, shorl channels are ussd. But if ihe number of buyers is large, as in cass
of mosl convenlencs products like soft drink, toothpasie eic., longesr channels
invalving large number of iIntermediaries are wssd.

If tha buyers are concenirated In a small piacs, shorl channals may be usad
but if the buyers are widely dispersed over a large peographical area, longsr channels
may be used. Simiiarly if the size of order |5 small, as in case of mos Conswmer
producis, large number of intermadiaries may be ussd Bul IT the size of order |5
large, direct channsis may be used.

3. Environmental Factors: Olher important factors afecting the cholce of
channels of disiribution Include environmeanial facior such as economic oondiikon
and begal consiraints. In a depressed sconomy marketers use shorier channels to
distribute thelr goods In an sconamical way.

Explain the components of physical distribution.

The main components of physical distribution are explained as follows:

4. Owrder Processing: In a fypical buyer -saller refpilonship order placement is
the first siep. Products flow from manufaciurers 1o cusiomers via channel members
while orders flow In the reverss direciion, from customers to the manutacturers. A
good physicad distribution sysiem should provide for an accurate and speedy
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processing of orders, in the absence of which goods would reach ine customars lale
or in wrong quantity or specifications. This would result in customer dissatisfaction,
with ihe danger of loss of business and Qoodwill.

2. Transportation: Transportation is the means of carrying poods and raw
materials from the point of production to the paint of sale. it is one of the major
stemeants in ihe physical distribution of goods. It 1S Imporiani because unless the
goods are physically made avaliable, the sale cannot be compieted.

3. Warehousing: Warshousing refers iothe acl of sioring and assoriing products
in order o creats time utility in them. The basic purposs of warshousing activilies is
fo arrange placement of goods and provide facilities 1o store them. The need for
warshousing arises becauss there may be difference betwesen the time a product s
producesd and 1he time i s reguired Tor consumpdion. Generally the eficlency of a
firm In serving its cuslomers will depend on whars thess warshouses are [ocalsd
and where ars these to be defivered.

Generally larger the number of warshouses a firm has, lesser would be The tims
taken In serving cusiomers at different locations but greater would be the cost of
wareshousing and vicaversa. Thus the firm has to sirike a balance betwssn 1he cost
ol warshousing and ths ievel of customer sarvice.

For products requiting long-ierm sioraps (such as agricultural products) the
warshouses are located near produciion sifes. This heips in minimising the charges
on transporiation of the goods. On the other hand, the products which are bulky
and hard to ship imachinery, auiomobiles) as well as perishable products (bakery,
meal, vagetables) are kept ot different locatlions near the market.

4. Inventory Control: Linked (o warshousing decisions are the inveniory
decisions which hobd Kery bo success for many manufacturers, especially thoss whers
the perunil cost 1S high. A very imporiant decision in respect of Inventory Is declding
aboul the level of Inventory. Higher the kevel of Inventory, higher will bs the level af
=marvice 10 customers but the oost of carrying the inveniory will alzo ba high becauss
fot of capilal would bs tisd up in Ehe stock. Thus, a balance |5 io be malniained In
respect of the cost and customer satisfaction. With advancements in computers and
information technology the need for kesping higher Inventory 15 reducing and the
new conoept of Just-In-Tims-lnveniory decision is bscoming popular (0 an increasing
number of Compankss.

The decision regarding level of Inwventory Invoives prediclion aboul the demand
for the product. A correct estimate of the demand heips fo hiold invenlory and cosi
Fevel down toa minimum. Thisnol only helps the firm in lerms of ihe cash Nows bul
alsa kn termis of IEs ablliy to mainlain produckion ol a consistent fevel.

Tha major factors determiining Inventory levels Include:

(@) Nrm’s pollcy regarding thie level of ou sl omer servics to be affered. Higher the
Fevel of service greater will be the need 1o keep more Inveniories;

{b) degres of accuracy of the sales forscasts. In cass more acourate eslimates
are available, the nesd for keeping very high level of Inventory can be
minimised;

il responsiveness of the distribuiion sysiem L&, abBity of the system toiransmit
inwenlory needs back io the factory and get products in the markst. In cass
the ime required io respond o the additional demand for the products |s
high there |5 a need {omaintain kigher inveniary. Bul i tha additional demand
can be met In less time, the need Tor Inventory will also be low, and

{d) ocost of inventory, which includes holding cost such as cosl of warshousing,
fied wp cagifal, elc and the manufacturing oot
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OTION

What do you mean by the word promotion?

Fromaotion refers io the use of communication with the twin cbjective of Informing
potential customers about @ product and persuading them to buy 1L In other words,
promatlan is an important siement of marketing mix by which marksters makes uss
of various lools of communication to encourage exchangs of goods and services in
ine market.

What is Promotion Mix?

Promatlon mix refers lo combination of promoticnal toofs ussd by an organisation
o achieve 11z communication objsotives.

What are the elements of Promotion Mix?

Warlous toals of communication are ussd by the marketers 1o Inform and persusds
ousiomers about Thelr firm’s products. Thess incude: {1} Adveriising, 01) Personal
Selling, {11i} Baies Promotion, and v} Publicity. These toois are also cafled elements
of pramotiocn mix and can e used in different combinations, 1o achleve the poals of
promotion. For exampls consumer goods firms may use more of adveriising through
mass madia while ths industrial goods firms may be using more of parsonal selling
What combinalion of (hese slemants is usad by a firm will depend upon various
factors such as nature of marked, nature produd, the promotions budgst, objesdives
of promatian, etc.

ADVERTISING PERSONAL SELLING

PUBLICITY SALES PROMOTION

Promotion Mix

ARp-mnEaeE
ARECH®BOD

Marieting Commurnication

ERTISING

What is Advertising?

Adwertising is perhaps the most common iy used tool of promotion. it is an impersonal
form of communication, which ks paid for by the marketers (sponsors) to promote
s0me poods of service. The most common modes of adverlising are mowspapers’,
magazinss’, television’, and ‘radio’

What are the important features of advertising?

The important distinguishing feaiures of advertising are as follows
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{1} Pald Form: Adveriising is a paid form of communication. That 15, the sponsor
has to bear the cost of communicating with the prospects.

M} Impersonatity: Theee Is no direct facs to-facs contacl betwesn the prospect
and the adverliser. It ks therefors, referred to as impersonal method of
promotion. Advertising oreates a monologus and not o dialoguee.

nny Identified Sponsor: Adverli=ing |15 undsrtaken by some identiflsd Individual
or company, wha makes the adverlising efforts and alsc bears the cost of i

Discuss the important merits of advertising.
BAdwertising, as a medium of communicalion, has the Tollowing meriis

{l} Mass Resch: Advertising Is a medium through which a largs numbsr af

people can be reached over @ vasi peographical area. For emample, an

adveriisemeni message piaced in @ natlonal daily reaches lakhs of its

s bscribers.

Enhancing Customer Satisfaction and Confldence: Advertising oreal ss

oonfidencs amongsl prospeciive buyers as they fesl more comfortable and

assured aboul the product guality and hance fesl more satisfisd.

fill} Expressiveness: With the developments in art, computer designs, and
@raphlcs, advertising has developed Inta one of the most Torcsful mediam of
oommurnicaiion. Wilh the special effecis thatl can be creafed, even simpls
producis and massages can look very attractive

(v} Economy: Advertising |s a wery sconomical mode of communication if largs
number of people are io be reached. Because of ks wide reach, the overall
cosl of adveriising gels spread over NUMerous communication links
esiablished. &s a resull the per-unil cost of reach comss low.

Discuss the major limitations of advertizing as a tool of
promotion.

The foficwing ars the major lmilations of advertising as a lool of promotion:

{1} Less Foroceful: Adveriising is an impersonal form of communication. it is
tess Poroeful than ihe personal selling as there is no compulsion on the
prospects io pay attenfion io {he message.

i} Lack of Fesdback: The evaluation of The effectiveness of adver tlising messags
Is wery difficult as ihers [s noimmediate and accurate feedback mech anism
af the message that |5 delivered

fuy Infexibility: Advertising s lass flaxible as the message |s standardissd and
is nod fallor made fo the reguiremenis of the different cusiomer groups.

(¥} Low Effectiveness: As the volume of adverlising is getiing more and mare
expandsad it is bscoming difficull o makes adveriising messages heard by the
farget prospscts. This 15 affecting tha sffectiveness of adweriising.

Discuss the major criticism of advertising.

Thoupgh adwertising is one of the most fregqueniiy ussd medium of promotion of goods
and sarvices, it altracis lol of crifidsm. The opponents of adveriising say that the
expenditure on advertising |5 a social wasie as [l adds to the cosl, multiplies the
needs of people and undermines social values, The proponents, howewer, argue that
advertising ks wery useful as It inoreases the reach, brings the pay unit cost of
producition down and adds 1o the gprowth of the economy. It Is thersfore, Imporiant
o examine the major orificis=ms against adwerfising and ses the exisnt Lo which
these are true. This Is taken up as Toflows:

1. Adds to Cost: The opponenis of advertising argue that advertising
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unnecessarily adds 1o the cost of product, which s ublimately passed on to the
buyers In the form of high prioss. An advertisemeni on TV, for a few seconds, Tar
example, costs the marketers several lakhs of rupees. Similarly an advertissment in
prini media say In & ewspaper or a magazine cosls the marketers a large amount of
money, The maney spent adds o the cost, which In an important factor in fixation af
the price of a product.

True, advertisement of a produci costs lof of money but it helps o increases the
demand for the product as large numbsr of potential buyers come to know aboat
ihe avallability of the producls, 115 features etc. and ars psrsuaded fo buy IL. The
increassd demand keads Lo higher production, which brings with i the economiss of
s=cals. As @ resull, The per unit cost of production comes down as the tolal cost |s
divided by larger number of units. Thus, the expendiiure on advertisemant adds to
the total cost byt the par unit cost comes down which in fact lesssns the burden af
consumers rather than adding to 1.

2. Undermines Boclal Values: Anocther Imporfant oriticism of advertising s
thai 0 undermines social walues and promofes materialism. |11 breeds discontent
among peopée as they come fo know about new products and feel dissabistied with
thelr present slale of affalrs. Some advertisemenis show new life styles, which doni
find social approval.

This oritécism is not entirely trus. Advertisament in fact helps buyers by informing
them about the new product s, which may be Improvement over the existing products.
if the buyers are not Informed aboul thess products, they may ba using InefMoent
producis. Further, fhe job of an adveriisement s to inform. The final choice 1o buy
ar nof 1o buy anyway resis with ihe buyers, They will buy If the advertised product
=satishies some of thelr nesds. They may ba mollvated to work harder to be abls to
purchase thess progucts.

3. Conmfuses the Buyers: Another orilici=m against adwverlisemeant is that so
many products are belng adveriised which makes simiar clalms that the buyer gets
confused as io which one is true and which ane should be relied upon. For exampie,
we may nole similar claims of wr or stain r Img abifities in competing
brands of detergent powder or clalms of whileness of tooth or ‘reslings of freshness’
In compating brands of [oolhpaste that i is sometimes confusing to us as o which
ane to buy.

The supporters of advertisament, however, arpue thal we are all rational human
beings who make our decisions for purchase of products on faclors such as price,
siyle, size, sio. Thus the buyers can ciear their confusion by analysing ihe information
provided on the advertisemenis and other sources pefore taking a decision to
purchase a product. Howeeer, this criticism cannol be compiately owerruled.

4. Encourages Sale of Inferior Products: Advertising does nol distinguish
beiween superior and inferbor products and persuade people to purchase even the
inferfor products

In fact superiorily and inferforily depends on Ehe guallly, which Is @ reiatihe
concept. The desired level of guality will depend on the economic status and
preferences of the targel customers. Advertisemenis s=il producis of a given guality
and tha buyers will buy IF it suits their reguiremesnis. Mo advertissment should
howeeer, make falss claim about the qualiy of a proguct. B a firm makes a Talss
ciaims it can be prosscuted for ihe same.

5. Some Advertisements are In Bad Taste: Another criticism against
adveriising Is that some advertisements are in bad tasie. These show something
which in not approved by some people say adwveril ts showing dandng
when not required or running after a man becouse ha s wearing a particalar suit or
using a partioular perfume are cerfainiy nol good. Some advertisements distort the
relationship (lke employer empioyes and are guite ofensive.

'We have ss=n fhe views of ihe opponenis and the proponenls of advertising.
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There may be some chances of misuss of adveriising as a tool, which can be properly
safsguardsd by the law or by developing a codes of conduct by the adweriisers, Tar
their =sif regulation. However, most of the criticism against adverlising are nal entirsly
true. bn the changed sconomic environment of globalisation, adveriising is considersd
as an important tool of marketing. It helps a firm in effectively communicating with
fis target market, Increasing the sale and fhers by reducing the per wnit cost af
production. It Is not & social waste, rather it adds value o the soclal causs by ghving
a bocsl to production and generating smployment.

What is Personal Selling?

Fersonal selling Involves oral presentation of message in the form of conversation
with one or more prospective customers for the purpose of making sales. 11 Is @
personal form of communication. Companies appoint salespersons to oonlact
prospective buyers and creals mwarsness aboul the product and develop product
prefsrences with the aim of making saks.

What are the important features of personal selling?

{l} Personal Form: In personal selling a direct face-1o-face dialogue 1akes plaos
thai inwalves an Interactive relationship between the ssiler and the buyer.

M} Crevelopment of Relationship: Personal selling allows a salssperson to
develop personal reiaficnzships with thie prospective oustomers, whidh may
become imporiant in making sale,

What are the merits of personal selling?

{I} Flexibllity: There is lot of Bexibildy in personal ssiling. The sales presaniation

can be adfusied to Nt the specific needs of the individual customers.

Direct Feedback: As there = direct face-1o-face communication n personal

saliing, it is possibie io take a direct feed back from the cusiomer and o

adapl the pressniation according to the needs of the prospects.

i} Minimum Wastage: The wasiage of efforis in personal selling can be
minimised as company can decides ihe larpet customers bafore making any
oontact with 1hem

Discuss the role of personal selling in the marketing of
goods and services.
Fersonal s=fling plays a very imporiant role in the markeiing of poods and services.

The importance of personal selling to businessmen, customers and sociely may be
describead as below.

Importance to Businessmen

Personal ==lling Is a powerful took for creating demand for a fliem'™s products and
Increasing their sale. The impartance of personal selling to a business organisation
may be described as Tollows:

{I} Effective Promoticnal Tool: Personal selfing |s very effeciive promotional
fool, which helps In influsncing the prospects about the merits of a product
and thereby Increasing s sale.
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Flexible Tool: Personal selling |5 more fexibie than other toofs of promotion
such o= advertising and sales promofion. It helps business persons In
adopling their offer in warying purchass sHualions.

i} Minimises Wastage of Efforts: Comparesd with olher loois of promotion,
the possibllily of wastage of efforts In personal sefiing s minimum. This
helps the business persons in bringing economy In thelr efforis.

fiw} Consumer Attentlon: Thers i< an opporiunity to detect the (oss of oonsumer
atteniion and intersst in & personal ssfling situation. This helps a business
pearson in successfully completing the sals,

{¥} Lasting Relatlonship: Personal selfing helps fo develop lasting relationship
between the sales persons and the customers, which is very impartant for
achieving the cbjscdives of businsss.

v} Personal Rapport: Developmeni of personal rapport with customers

increasss (he competitive sirength of a business organisation.

Role In Introduction Stapes: Personal =siing plays very important raole in

ihe Intreduction stags of a new product as || helps in persuading customers

aboul the merits of the product

feill} Link with Customers: Salss peopls play three different roles, namefy

persuasive role, service role and informalive role, and thereby link a business

firm to is customers.

rwil

Importance to Customers

This role af personal sslling becomes mors important for ihe iderate and rural
customers, who da not have many cther means of getting product informatian.
The oustomers are benefited by personal sefling In the following ways:

{1} Help In ldentifying Needs: Fersonal selling halps Lthe customers in Identifying
iheir needs and wanis and In knowing how thess can besl bs satisfisd.

i} Latesi Market Informatlon: Customers gei lafesi market information
regarding prics changes, product avallabllity and shortages and new product
introduciion, which heip them in taking the purchass decisions in a better
WY

0} Expert Advice: Cusiomers get expert adwice and guidance In purchasing
warious goods and services, which heip ihem in making better purchases.

(I¥} Induces Customers: Fersonal ssiling Induces customers to purchase new
products ihat salisly thelr nesds In a better way and thereby helps in
improving their standards of living.

Importance to Society

Fersonal selling plays & very productive rale in the sconomic progress of a socisty.
The more specific beneflis of personal s=lling o a society are as follows:

{1} Converts Latest Demand: Personal selling converis lafesi demand into
effective demand. A Is through this cycie thal the economic activily In the
soclety |s fostersd, bsading to more jobs, more incomes and more products
and ==ryices. Thatl s how sconomic growih 15 influenosd by personal ssiling.

M} Employment Opportumities: Fersonal ssiling offers greater income and
amployment opportunities io the unemployesd youih.

i} Career Opportunities: Personal selling provides attractive career with greater
opportunities for advancement and [cb satisfaction as well as security,
respect, variety, inferest and Indepandence 10 young men and women.
Mobility of Sales People: Therels a grealar degree of moblity In saless people,
which promole traved and lourism in the country.
i{¥} Product Standardisation: Personal safling Inoreasss product siandardisation

and unifarmily in consumplion patiern in a diverse sociely.
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What is Sales Promotion?

Sales promotion refers io short-ierm incentives, which are desipned to encourage
the buyers to make immedisle purchass of a product or service. These incude all
promational efforts other than advertising, personal sslling and pubdldly, ussd by &
company {o boost (15 sales. Sales promation adiviiies indude offering cash discounts,
=ales contests, fres gift offers, and fres sample distribution. Sales promolion | s oswally
underiaken tosupgiement other promotional efforts such as advertising and personal
s=lling.

Companiss use salss promation tools specificaliy dssigned to promate 1o
cusiomers (s.g., free samples, discounts, and contesis), iradesmen or middismen
in.g.. cooperative adveriising, dealer discounts and dealer incentives and coniestsi
and to sales person (e.g., bonus, salesmen contests, special offers). Sales promotions
include only thoss activities that are ussd to provides shorl term inocentives 1o boost
ihe sales of & firm.

Discuss the merits of sales promotion.

{1} Altentlon Value: Sales promotion scbivilles atirscl attenfion of the psopls
becauss of the use of Incentives
M} Useful In Hew Product Launch: Sales promotion lools can be very effecdive
at the time of introduction of @ new product in the market. It induoss peopls
1o braak away from thelr regular buying behaviour and iry ths new product.
fitl} Synergy im Tolal Promotional Efforts: Safes promotion activilles are
designad to supplement the personal seiling and adveriising efforis ns=d by
a firm and add 1o the over all effectiveness of the promotional offorts of a
firm.

Discuss the limitation of sales promotion.

{l} Reflscts Crisis: IV a firm freguently rely on sales promotion, it may give the
impression that it is unable to manags its sabes or that ihere are no takers of
its product.

M} Spclis Product Image: Uss of saies promotion (ools may affect the imags of
o product. The buyers may start fssiing that the product Is not of good gualily
ar is not appropelately priced

Discuss the commonly used sales promotion activities.

4. Rebate: Offering products al special prices, 1o clear off excess inveniory. Exampie,
a car manufaciurer's offer tosell a particular brand of car at a discount of Rs 10,000,
for a limitsd period

2. Discount: Oifering product s at fess 1han st price. Example, a shos= om pany's
affer of Discount Up to 530%™ or a shirt markster's offer of "30<40% Discount'.

3. Refunds: Refunding a part of price pakd by cusiomer on some proof of
purchase, say on return of empty foils or wrapper. This is commanly used by food
product companiss, 10 boost thelr sales.

4. Product Comblnations: Offsring another product as gift along with the
purchase of a produci, say offer of a pack of ¥ kg of rlos with the purcha=s= of a bag
af Axila fwhaat Mour), or Gat 128 KB Memory Card Freas with a Digicam™ or Buy a TV
af 28+ and Gt a Vacuum Cleaner Free® or 100 Gm Bottle of Saucs Fres With 1 kg
Detergent.”
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3. Guantity GIft: Offering extra guantily of the product commonty used by
markeier of tolietry products. For example, & shaving cream’s offer of ‘40% Extra’ or
A Hotsl's offer of “Taksa 2 Might 3 Days Packags At the Hotel and Gel an Extra Might
Stay Al Jusl Rs 5007 or Buy 2 Gal 1 Free” offer of a marketer of shirts.

0. Instant Draws and Assigned Gift: For example, ‘Scratch a Card’ o Burst @
Cracker’ and instanily win a Refrigerator, Gar, T-shirl, Compulsr, with the purchase
ol & TV.

7. Lucky Draw: Far example, the offer of a bathing scap fa win a pold coln on
lucky draw coupon for fres petrol on purchass of cerisin guaniity of petrod from
given peirod pump or lucky draw coupon on purchase of sasy undergarment and
win @ car offer.

8. Usable Beneflt: Furchase goods worth Rs 2000 and gel a hollday packaps
worth Rs 3000 free’ or 'Gsl @ Discount Voucher for Acoessories on Appare! Purohass
af Rs 1000 and ab-ove.’

8. Full finanae { 8%: Many markslers of consumer durabies such as Elscironio
goods, automoblies eic offer sasy financing schemes such as 24 casy Inslaiments,
Elght Up Froml and 16 To Be Pald as Post Daled Chaques’. Howaver, one shoulkd be
careful aboul the file charges, which sometimes s nothing bul Interesl recoversd in
advanoe,

10. SBampling: Offer of free sample of @ produc, say a detesrpsnt powder or
tooth pasie to potential customers a the time of lawnch of a new brand

11. Contests: Competilive svents Invoiving apolication of skills or juck, say
malving a quizr or answering some guestians.

PUBLICIT

What is publicity? Discuss its role as to how a firm can
use to acitively promote its products.

Publicity is similar to adweriising, in the ssnse that it i @ non-personal form of
communication, However, as against advertising it is a non-paid form of
communication. Publicity generally takes place when Tavourable news |s presenied
in the mass madia about a product or service. For example, ITa manufacturer achieves
a breakthrough by developing @ car angine, which runs on water Instead of psirol,
and this news is covered by lelevision or radic or newspapers In the form of a news
ftem_ it would be bermed as publicity bscause ths engine manifacturer would benedii
from swuch dissemination of Iinformation aboul its achisvemeant by the madia bul
wioukd not bear any cost for the same. Thus, the two Important features of peblicity
ars that:

{1} Pubticity is an vnpald form of communication. |1 does not invoive any direct
expenditure by fhe marketing firm; and

i} There is no ldentified sponsor for the communicalion as the message goes
as a news lkem.

In publicity, as ihe information (s disseminated by an Independent source, e.g.,
the press In the form of news storles and features, the message has more credibility
than if thai comes as a sponsored message n adverEising.

Alzo, @ the message poes in the form of @ news rafher than direct sales
communicalion, It can reach even to ihose persons who otherwiss may nol pay
attenilon 1o pald communication

Howewer, an important limitation of publicity is that as a medium of promation,
it Is not within the conirol of @ marketing firm. The media would caver onfy Thoss
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pleoss of informatian, which are news worthy and which symbolise some achievement
In the feld. Thus, & firm can't sse publicity to actively promote ils products

What are the major differences between advertising and
personal selling?
The major differences batween advertising and personal s=iling are as follows:

B.M. Advertising Personal S=lling

1. Agwertising is an impersonal form of | Fersonal s=lling s a personad form of
communication. communicatian

2. Agweriising involves fransmission of | In personal selling, the sales balk is
standardised messages, e, same | adjusted kesping view customer’s
message |5 sent to all the customers | background and nesds.
in a markel segment

3. Advertising Is Inflexibie as the | Fersonal selfing |s hiphiy Nexibis. as
message can’ 1 be adjusted to the | the message can be adjusted.
needs of the buyer,

& it reaches masses, i.2., alargenumber | Only a limited number of peopls can
al p=ople can be approached. be contacted because of time and cost

oconsider ation s.

- & In adveriising the cosi per person The cost per person Is guile high in
reached Is very low. ihe cass of personal selfing.

& Adwertising can cover the marksi ina | Personal s=iling =fforis take a Iot of
short time lime fo cover the entire markel.

T. Adwertising makes use of mass media | Fersonal sefling makes uss of sales
such television, radio, newspaper, | staff, which has imited reach.
and magazines.

a. Advertising lacks direct feedback. | Personal sslling provides direct and
Markesling ressarch efforts are nesded | immediale fesd back. Sales persons
1o judpe cusiomers reactions lo | come ta know aboul ihe customers’
advertising. reactions immediately.

- Adwertising is more ussful In creating | Personal selling plays Imporiant role
and bullding Interest of the | at the awareness stage of decision
cansumers In the firms progucks. making.

10. Advertising Is more useful in | Personal ssiling Is more heipfal in
marketing tothe ultimate consumer's | selling products to the Industrial
who are farge In mumbers buyers or to intermediaries such os

dealers and retailers who are relatively
fewr in numbers.

SUMMARY

Market: in the traditional ssnse, {he ferm ‘markesi” refers (o the plaos whers buyers
and sellers gather to enier Into transaciions invoiving the exchangs of goods and
seryices. But in modern marketing sense, 1t refers to a set of actual and polsntial
buyers of a product or service.
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What ks Marketing: The term marksiing has been described as performance of
businsss activities that direct the Tow of goods and sarvices from producers to
consumers. Markeiing is not merely a posi-produciion activity. B includes many
activilies [hal are performed even bafore goods are actually produced and coniinues
even after the goods have besn sold.

In Modern Times: Marketing s described as a soolal process by which individual
groups obtain whai they need and wani through creating offerings and fresiy
exchanpging products and services of value with others. Marketing Is not merely a
business phenomena or confined only 1o business organisations. Marketing aclivities
are equally relevani to nan-prafit or ganisations.

What can be Marketed: Anyihing that is of vafue (o the oiher can be markeled.
It can be a prodwct of @ service of a person of a place or an idea. it can also be an
experience, properties, evenis, informallon o organisation.

Markeling management means managemenl of the marketing funclion. It refers
10 The art and sclence of choosing larget markets and getling, kesping and growing
oustomers through creating, delivering and communicating supsrior customer value
ol managemeant.

Marketing and Ssling: Many people confuse ‘ssiling for ‘markeling’. However,
salling Is only a part of the process of marketing. The main focus of ssling Is on
afleciing itransfer of 1ille and possession of goods rom ssilers to ussrs. Markeiing
activilies pul greater thrust on maximising custiomean's satisTaction.

Marketing Managemeni Philosophies: The differeni business philoscohles
ar concepis guiding the marketing efforis are 1) Production Concept which assumes
ihad avallability and affordabilily of the product are the key Lo the sucoess of a firm
and puts greater smphasis on improving the produciion and distribulion efficiency
of the firms. (I} Preduct Concept assumes ihai product imarovement is, ihe key to
profit maximisation of a firm; {ii1) Sales Concept assumes that ihe customess woubd
not buy, or nol buy enough, snless they are adequatsly convinced and motivated to
do sa, Il is belisved 1hat agoressive selling and promotional efforis are important 1o
make custiomers buy ineir products. (v Marketing Concept impiles that foous on
satisfaction of customer's needs Is the key to the sucosss of any organisation in the
marksl. {¥) The Societal Marketing Concepd is the extension of the marketing
concept as suppiemented by the concern Tor the lonp-ieem welfare of the socisty.

Functions of Marketing: The important functions of markeling include
Gathering and Analysing Markel Information, Marksting Planning, Produd Designing
and Development, Standardizsation and Grading, Fackaging and Labsiling, Branding,
Customer Supporl Ssrvices, Pricing of Products, Promotion, Physical disiribulion,
Transporfation, Storage or ‘Warshousing.

Rol= of Marketing: By adopting markating orleniation, an organisation whsther
profit making or non-profit making, can achieve 115 goals in the most effsctive manner,
Also marketing acts s a catalyst in the economic development of a country and
helps In ralsing the standards of living of psopie.

Marketing Mix iz a set of marketing looés that the firm uses o pursue its
marketing objectives in a tarpet market. The variabies or elements of marketing mix
hawe besn classified in 1o four calsgories, popularly known as four Ps of markeiing
wiz., PFreduct, Price, Place and Promotion. These elemenis are combined to create an
affer.

Product: In common parlance, the word ‘product’, s used to refer only o the
physical or langinle atirfbwies of a product. In marketing. product s a mixture of
tangible and intangible altributes, which are capabie of being exchanged for a value,
with abdlity to =atisfy cusiomsr needs. It Is anylhing thai can bes offersd to & marked
to satisfy a want or nesd. Products may broadly be classified into two calegories—
indusirial producis and consumers’ products. Products, which are purchased, by
the uitimate consumers or users for salislying their personal nesds and desires ars
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referred to as consumer products. On the basis of shopping sfforis involved, the
products are ciassified as Convenlsnoe Product, Shopping Producs and Speciality
Producis. On the basis of (hesir durabdiity, consumer products have besn classifisd
into calegories—Durable, Non-durable and Services.

Those activities, benefils or satistactions, which are offersd for saie, e.g., dry
cleaning, watch repairs, hair cutting, are called servioes. Indusirial products are
those products, which are usad as inpuis In producing other progucts. These are
broadly classified in fa 0 Materials and Paris, [Iif Capital ltems, and i) Supplies
and Business Services.

Generlc name refers (o the name of the whole class of the product. For example,
a book, a wristwatch, and tyre. & brand ks a name, term, sign, symbaol, design or
some comibnaiion of them, used to identify the products—poods or servioss of one
saller or proup of ssllers and to differemtiate them from those of the competitors.
That part of a brand, which can be spoken, Is called a brand name.

That part of a brand whidh can be recognizsd bul which is not witer able is
calied brand mark. Brand mark appsars in the form of a symbal, design, distinct
colour scheme or leitering. Erand or part of a brand that Is given legal protection |s
calied irademark.

A pood brand name should be shorl, sasy 1o pronounce, spefl, recognize and
remember; Should supgesl {he product’s benefits and gualiiles; be distinclive; be
adapiable io packing or labelling requirements; be sufficiently wersallle 1o
accommodate new products; be capable of being registersd and protected legally
and have staying power L& |1 should not get cul of date.

Packaging: The acl of designing and producing the container or wrapper of a
product Is referred as packaging. Thers can be three different levels of packaging.
wiz Primary package, Becondary packaged, Transporl package. Packaging performs
a number of functions In the marketing of goods. Some of the imporfant funcions,
Includs Product idsntification; Product protection; Fadlitaténg the use of the product
and Promotion of poods and services.

Labeliing: & simple Iooking bui Imporiant task in the markeiing of goods relates
1o designing ihe label 1o be pui on the gackags. The label may vary from a simpls Lag
attached to the prodect to compéex graphics that are part of the package. The most
imiportant functions of labels Include (1) desoribing the product; {1} hep In dentifying
ihe product or Brand,; (i) help in grading Lhe products into different calegoriss, and
alds in promotion of the products.

Pricing: Price may be defined as the amount of money pald by a buysr or
recelwsd by a sefler in consideration of the purchass of a produc or ssrvice. Ganerally,
if the price of a product Is increased, s dsmand comes down, and vice-versa. Pridnp
is considersd Lo bs an effective compstillve weapon. It B alsothe single mosl imporiani
factor aMecting the revenue and prafits of a firm.

The factors affecting price determination are (1) Product Cost: 1) The Uttty and
Demand; (M) Competition; {Iv) Governmant and Legal Regulations, and [v] Marketing
Melhods Usad.

Physical Distribution: There are iwo imporiant decisions relaling to this
aspectone regarding physical movemeni of goods and twa, regarding ihe channels.

Channels of Digtribution are st of firms and individuals that take tifle, or
assist In transfesring tiike, to particular poods o services s it mowes from the
producers fo the consumers. Channels of distribution smoothen the flow of poods
by crealing possession, place and time uillities. The important funciions performed
by middiemen are: (I} Sorting; (1} accumuiation; i1} allocadion; {Iv] assorting; (vi
product promaotion; vl negotiation; and (Wil risk laking:

Types of Channels: {1} Dirsct distribution channss are thoss where in the
goads are made directly avallable by the manufacturers o customers, without
invalving any Intermediary; Inclode (0 Indirecd Disiribution Channels include i)
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Manufacturer - Retailer - Consumer (One Leved Channell; (10 Manufaciurer -
Wholesaler - Reladler- Consumer (Two Lewsl Channsfl (100 Manufaciurer - Agenl -
Retalier- Consumear (Thres Level Channel) Factars Datermining Cholce of Channels
include {I} Product Reialed Faclors: |l. Company Characieristics: (0] Competitive
Factor v, Market Factor; and v. Environmental Facior,

Physical Distribution Covers afl the activilies regquirsd to physically move
goods from manufacturers to the customers. The maln component of physical
distribullion are. {1} Order Processing: (1) Transporiadion: (801 Warshousing, and (i)
Inwentory Control: Just-in-Time-lnventory.

Promotion: PFromotion reders 1o the uss of communication with the f'win objsclive
af informing potenital customers about @ product and persuading them fo buy IL
There are four major tools, or slements of promotion mix, which are. (1) Advertising,
iy Persanal Sallimg, {11} Sale=s Promolion, and (Iw) Publicily. These loois ars wsed In
differsnt combinallions to achieve the goals of promotion.

Advertising is the most commonly used tool of promotion. It ks an Impersonal
form of communication, whidh s pald for by the marketers (Sponsars) o promote
=ome goods of servios. The merils of advertising. &= @ medium of communication,
includs {1} Mass reach; {li} Enhancing customer =atisfaction amd confidence; (1)
Exgpressivenesss; and {ivl Economy

The limitations of adwertising are (had it is {11 less forcstul (1) lacks Feedback (603
Inflexibilily (#v] low effscliveness The mos! common Objsctions lo Advertising ars
that it () adds o cost; {1} underminss social Values; {11) confusas the buyers; and
{iv] emoourages sale of Inferlior Products:

Mosi of the orificisms apainst advertising are not fully trus. Adverlisng is
ihersiore considered an essenilad functkon of marketing.

Personal Selling Involves oral presentation of message in the form of
oconversalion with one or more prospective cusiomers for the purpose of making
=alss. Personal Sslling plays impartant rofe for the business persons as well os for
ihe sockety.

Sales Promotlion refers to shori-term incentives, which are designed to
encourage ihe buyers to make iImmediats purchase of @ product service. Theseinclude
promotl lonal afforts olher Than adverlising. personal sefling and publicity, used by a
ocompany to boost |1s sales. Commionly usad Sales Fromodion Activitias iInclude Rebals,
Discount, Refunds, Product Comblnallion s, Cuantity G, Insiani Draws and Assipned
Gift, Lucky Draw, Usable Benefit, Full Finance @ 0%, sampiing, and contests.

Pubiicily |5 stmilar 1o adveriising, In the sense that it 15 a non-personal farm af
aommunication. Howsver, as against advertising it Is a non-pald form of
ocommurnication. In publicity, as the information |s dissamiinatsd by an indepandent
souros, Howewsr, an important imitation of publicity Is that as a medium of
promatian, it is not within the control of & marketing firm.

GLOSSARY

A

activity-based cost (ABC) accounting procedures that cam guantify the lroe
profitabliiy of different aclivities by ientifying their actual oosts.

adwertising any paid form of nonpersonal presentation and promotion of ideas,
goods, o servioss by an ldentified sponsor.

adwertorials print ads that offer ediforial content that reflects favourably on the
brand and are ressmble newspaper of magazine confent.
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anchoring and adjustment hewristic when consumers arrive af an initial judgment
and then make adjustments of thelr first impressions basad on additional Information.
arm's-length price ihe price charged by other competiiors for the same or a similar
product.

aspirational groups Qroups a person hopes or woukd (ks (o oin.

assoclative network memory model a ooncepiual representation 1had views memory
as consisting of a st of nodes and interconnecting lnks where nodes represent
slored information or concepls and links represent the sirengih of association
beiween this information or concepls.

attitude a person’s enduring favourable o unfavourable svalualion, smotional
feeling, and aclion tendencies foward some ocbject or idea.

augmented product a product that includes features that Qo beyond oonsumer
expeciations and differentiate the product from compeditors.

avallable market ihe set of consumers who have interesi, income, and access (0@
paritcular offer

avallabliity heuristic when consumers base their predictions on the quickness
and ease with which a particular example of an ouicome comes to mind

average cost the cost per unit at a given leeel of production; it 1= egual bo total costs
divided by production.

B
backward Inventlon reintroducing sarller product forms thal can be wall adapisd
o a foreign counlry's nesds.

banner ads {Internet] small, rectangular baxes conlalning text and perhaps a plolure
1o support & brand.

baslc product what spedificaily ihe sclual product 15,
bellef a descriptive thought that o person holds aboul sometning.
brand a name, term, sgn, symbol, or design, or a combination of them, intended 1o

Hdentify the goods or servioss of one selier or group of seliers and fo dfferentiales
them from those of compstitars.

brand assoclatlons all brand-reiated thoughis, fesiings, perceplions, images,
experiences, beliefs, aititudes, and so on that become linked Lo fhe brand nods

brand audit a consumer-fooused axercise that invoives a ssries of procedures to
assess the healih of the brand, uncover its sources of brand equity, and suggest
ways lo improve and leverage its equily.

brand awarsness consumers' abllity toldentify the brand under differeni condifions,
as refiected by their brand recognition or recall performance.

brand contact any information-bearing experience a customer or prospect has with
the brand, the product category, or the market that relates to the markeler's produc
aor service.

brand development Index (BOI) the index of rand sales Lo colsgory sales

brand dilufion when consumers no longer associale a brand with a spedific product
ar hiighty similar products or slart thinking iess favourably about the brand

brand slements thoss trademar kable devices 1thal serve fo ldenlity and differentiate
the bvand such as a brand name, Iogo, of charachber.

brand equity the added value endowed |o products and servioss.
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brand extension a company’s uss of an established brand fo introduce a new
product.

brand Image the perceplions and beflefs heid by consumers, as reflected In the
associations held In consumer MEmory.

brand knowledge afl ihe thoughts, Teslings, Images:, experiences, beilefs, and so on
ihat bescome associated with the brand

brand line all products, original as well as line and category extensions, sold under
a particular brand name.

brand mix the s=i of all brand lines thal a particular seiler makes avallable to
Duyers.

brand personality the speciflc mix of human fraits that may be attribuied o &
paritcular brand.

brand portfollo the sel of all brands and brand lines a particular firm offers for sale
1o buyers in a particular calegory.

brand promise ihe markeber's vision of what The brand must be and do for con swmers.
brand valuation an =stimais of the total financal value of the brand.

brand value chaln a structured approach Lo assessing the sources and ouloomes
al brand equity and ihe manner in which marketing activitles creats brand value
branded entertalnment using sports. muslc, arls, or other enferiainment activities
o bulkd brand eguiby.

branded varlants speciflc brand lines uniguely supplied to different retailers or
distribullion channsis.

branding endowing products and services wilh the powsr of a brand,

branding sirategy 1the number and natureof common and distincl lve brand slemenis
applied to the different products sold by the flrm.

breakeven analysis a means by which managemeni estimates how many units af
the product the company woukd hawe (o sell fo break even with {he given price and
cosi structure.

brick-and-click exisling companies that hawve added an onfins site for (nformatkon
and! or e-oomimeros.

business database complete information about business customaers’ past purchasses;
past volumes, prices, and Erafts

business market afl the organizations that acquire goods and ssrvices usad in the
production of ather products or sevvices thal are soid, rented, or supplied io others.

capltal tems long-lasting goods that Tacilitate developing or managing the finished
product.

captive products products thal are necessary (o the use of other products, such as
rarar blades or fHm.

category extension Using the parent brand to brand a new product culside the
product category currently ssrved by the parent brand.

catepory membership ths products or ssis of products with which a brand compet ez
and which funclion as dose substifules.

cause-related markellng marketing thal links a firm's contributions to a designated
causs lo customers” engaging directly or Indirectly in revenues-producing tran sactions
with the firm.
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channel advantape when a company successtully switches 115 cusiomers 1o lower-
cost channeés, while assuming na loss of sales or deterioration In service gquality.
channel conflict when one channei members actions preweni the channel from
achieving Its goal.

channel coordination when channel members are brought together to advance the
goals of the channel, as cpposed to ihelir own potentially incompaiible poals.
channel power the ability to aller channs members’ behaviour so that they take
actions thay would not have taken otherwise.

communication adaptation changing marketing communicalions programs for sach
Focal market

communicat lon-effect research determining wheiher an ad is communicating
afffeciivedy.

company demand the company's estimaied share of markel demand al alternalive
levels of company marksling fforl in a given time period.

company sales forecast the expected level of company sales based on a chosen
marketing plan and an assumed markeling environment.

competitive advantage a company’s ability to perform in one o more ways that
competilors cannot o will nol match

conformance guality the degres to which all the produced units are ientical and
meet the promised specificalions.

conjoint analysis a method for deriving thes ity values that consumers attach to
warylng levels of @ product’s atiributes.

conjunctive heuristlc the consumer seis a minimum acospiable outoff bewel for
=ach atiribuis and choosess the first afternadive ihat meets the minlmum standard
for all attribules.

consumer Involvement (he levsl of engagemeni and aclive proosssing underiaken
by the consumer In responding io a marketing stimulus.

It an organized mowement of citizens and government 1o
sirengthen the rights and powers of buyers in relation o selfers.

consumpllon system the way the user performs the tasks of getting and using
products and retated services.

containerization putting the goods in boxes or tralkers that are sasy to fransfer
between two iransporiation modes

content-target adwvertising Iinks ads nol to keywords bul to the contents of Web
pages.

contractual sales force manufacturers’ reps, soles agenis, and brokers, who are
pald a commission based on sales.

convenlence goods goods the consumer purchases freqguently, Immediaiely, and
with @ minEmum of effart

conventional marketing channel an independent producer, wholesaler(s), and
retallerisy

core benefit the service or benefl the custiomer |s really buying.

core competency atiribute that (1) is a source of competitive advantage in that it
makes a sipnificant contribution to percelved cusiomer benedlis, {2} has applicailons
n o wide varieiy of marksts, (3] is diMcult for competfors to imitale.

oore values the beliel sysiems thal underile consumer altitudes and behaviour,
and that determine people's choloss and desires over the long berm.
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corporate culture the shared experiences, siories, bellefs, and norms that
characierize an organization.

corporate retalling corporately owned retafling ocutlets thal achieve economies of
scale, greater purchasing power, wider brand recogniiion, and better-trained
employess

cues slimull thal determine when, where, and how a person responds.

culture the fundamantal delerminani of a person’s wanis and behaviour.
customer-based brand equity the differential effsct that brand knowlsdpes has on @
oansumer response to the marketing of that brand

customer churn high customer defection.

customer consufting data, information systems, and advice services that 1he seifer
affers 1o buyers.

customer database an organized collection of comprehensive information about
Individual cusiomers or prospects that Is current, accessibie, and actionabie Tor
marketing purposes.

customer lifetime value (GLY) the net present value of the stream of future profits
expecied ower 1he customer's lifetime purchases.

customer malling lst a set of names, addresses, and telephones numbers.
customer percelved valus{CPV) 1the differencs between Lhe prospective customer's
evaluation of all the benefits and afl the cosis of an offering and the peerosivesd
alternatives.

customer-parformance scorecard how well the company is doing year afier year
an particular cusiomer-bassd measures.

customer profitabllity analysis (CPA) a means of assessing and ranking oustomer
profitabllily through acocouniing Lechrnlguss such s Activily-Bassd Cosiing {(ABCL
customer tralning training the customer's smployess 1o use Lhe vendor's squipment
properly and efficiently.

customer walue analysis report of the company's sirengths and weaknesses relalive
1o various competitors

customer value hilerarchy five product lewvels thal must be addressed by marketers
in pfanning a markel offering.

customerization combination of operationally driven mass cusiomization with
customized marketing In a way that empowsrs consumers to design the product
and service offering of their choice.

D
data warehouse o collection of current data captured, organized, and storsd in @
company’s contacl centre

database marketing the process of building, maintaining, and using cusiomer
databases and other databases for the purpose of coniacting, iransactéing, and
bullding customer relationships.

datamining the sxiraciing of useful information about indiwiduals, trends, and
segments from the mass of data.

dellvery how well the product or service |s deflvered to the cusiomer.

demand chaln planning the process of designing the supply chain based on adopiing
a target markst perspective and working backward.
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direct marketing the use of consumer-direct (CO) channels to reach and deliver
goods and services to customers withoul using marksling middiemen
direct-order marketing marksling in which direct markeiers sesi @ measurabls
response, typically a customer order.

direct product profitabllity (DPP] a way of measuring a product’s handling costs
from the lime il reaches the warshouse untsl a customer buys it in the retall store

direct icompany] sales force fuli-or part-time pald employess who work exclu sively
for the comipany.

discrimination ihe proosss of recognizing differenoss in sets of simitar stimull and
adjusting responses accordingly.
dilssoc| athve groups those groups whose valuss or behaviour an individual rejecis.

dilstribution propramming building a planned, professionalily managed, weriical
marketing sysiem that meels the needs of bolh manufacturer and distribulors.

drive a strang Inlerna stimulus impelling action.

dual adaptation adapling both ihe product and The communications o The local
marked.

dumping situation in which a company charges either less than its cosls or less
than it charpes in its home markei, in order to snler or win a market.

durabliity a maasure of a product’s expected apsrating 1ife under natural or stressful

conditions.

E
e-business the use of slectronic means and platforms o conduct a company’s
business.

a-COMMEerce a company of sits offers (o iransact or Taciiitaie the ss=iling of products
and sarvices online.

e-marketing company efforis 1o inform buyers, communicate, promote, and sell its
products and services over the Internel.

e-purchasing purchase of goods, services, and information from various online
=uppliers.

allmination-by-aspects heuristic sfiuation in which ihe consumer compares brands
an an alttribute ssected probabiflisiically, and brands are sliminatsd iF they do ok
meet minimum acoeptabls culofll levels.

anvirenmental threat a challenge posed by an unfavourable rend or development
ihat would lead to lower sales or profil

everyday low pricing (EDLF] in retadling, a constant low price with Tew or no price
promaotions and special sales.

exchamge the process of oblaining a desired product from someans by offering
somening in return.

excluslve distribution sevevely IImiling the number of intermediaries, in order {o
maintain control over the service level and oulputs offered by resedlers.
expectancy-value model consumers evaluate products and services by combining
their brand bellsfs—positive and nagative— accarding to their weighted Imporiance.
expeched product o ==i of atlribuies and condilions buyers normally expeci when
they purchase this product

experience curve {learming curve) a decline in the average cost with aooumukated
produclion experisnce.

MOTE: The Information provided here is only for reference. It may vary the Original



Www.previouspapers.co.in

Marketing Aptitude Test 45

F
fad a craze that is unpredictable, short-lived, and without social, economic and
polltical significance.
family brand situation in which the parent brand is aiready associated with multiple
products through brand exfensians.
family of orientation parents and siblings.
family of procreation spouse and children.
features things that enhanoe the basic funchion of @ product.
fixed costs (overhead) costs that do nat vary with production or sales revenue.
flexible market offering (1) 2 naked sciution contaiming the product and service

siements that all segpment members value, and {2) discretionary options that some
sagmenl members valus.

focus group @ gathering of six fo ten people who are carsfully ssiected bassd on
oertain demograghic, psychographic, or other considerations and brought togeiher
1o discuss various topics of inlersst.

forecasting the art of anticipating what buyers are likely to do under a given s=t ol
ocanditions.

form the size, shape, or physical struciures of a product.
forward Inventlon creating a new product io mest a need in another country

frequency programs (FPs) designed to provide rewards to customers who buy
freguently and in substaniial amounts.

G

giobal firm a firm that operates in more than one country and caplures R&D,
production, logistical, marketing, and finan cial advaniages in its cosis and repwiation
thai are not avallable to purely domestic compeiitors.

glcbal Industry an Industry in which ths strategic positions of competilors In majar
geographic or national markeis are fundamenially affected by their overall glabal
positions.

goal formulation the process of developing specific goals for the pianning period.

golng-rate pricing price based largely on compelitors” prices

gray market branded producis diverisd from normal or auifhorized distributions
channels in the couniry of product origin or across International borders.,

H
hewuristlos rules of thumb or menfal shorfcuts in the decision prooess.

high-low pricing charging higher prices on an everyday basis bul then running
freguent promolions and special sales.

hiollsilc marketing a concept based on the developmeni, design, and Implementation
ol markeling programs, processes, and activilies that recognizes their breadih and
inferdependencles

horlzontal marketing system fwo or more unrelaied companies put toge=ther
rESOUTCES Of programs o exploll an emerging markest opporfunity.

hybrid channels use of muitiple channefs of distribution to reach cusiomers in a
defined marksi.
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1
Image the set of beliefs, Ideas, and Impressions a person nolds regarding an object.

Industry a group of firms thal offer a product o class of products that are coss
subslituies for one another.

Ingrediant branding a spectal cass of co-branding that invoives ocreating brand
equity for maleriais, components, of paris thal are necessarily conialined within
ather brandsd producls.

Innowation any good, servics, aor kdea that is perosived by someans as new.

Innovation diffusion process the spread of @ new idea fram its source of invention
ar creation 1o its uitimate wsers of adoplers.

Installation the work done 1o make a produci operational in its planned location.

Institutional market schoois, hospitals, nursing homes, prisons, and other
institutions that musl provide goods and services to psople in thelr care.

Integrated logistics systems {ILS) materials managemeni, malerial Mow systems,
and physical distribulion, abstied by Information tschnology ATE

Integrated marketing mixng and matching marketing activilies ta maximize {hetr
individual and collective sfforts.

Integrated marketing communications {IMC} a concepl of markeling
communicalions planning that recognizes the added value of a comprehensive plan.

Intemsive distributisn the manufacturer placing the poods or services in as many
autleis as possible,

Internal branding activilies and processes that help to Inform and Inspire smployess.

Interstitials advertisements, ofen with video or animation, thal pop up between
changes on a Web site.

J

Jolnt vemnturs a company [n which mulipls iInvesiors share ownarship and confrol

L

learning changes in an individual's behaviour arising from experienca.

lexicographic heuristic consumer choosing the best brand on the basis of its
perceived mosl imporiant atiribule.

llcensod product one whose brand nams has besn Hcensed to oiher manufaclurers
who actually make the product.

Ife-cycle cost the product's purchase cost plus the discounted cost of maintenan o
and repalr kess the discounted salvage walue.

litestyle a person’s pattern of lving in the world as expressad In activitles, inlerests,
and opinkons.

line extenslon the parent brand Is used o brand a new product thai targels a new
markel segment wilhin a product calegory currenily served by the parent brand.

line stretoching a company lengthens s product line beyond its current ranpe.
long-term memory (LTM} a permaneni repasitory of intormation
lovaity & commiiment to re-buy or re-paironize s preferrsd product or ssrvice
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maintenance and repalr ihe servios program for helping customers kesp purchased
producis in good working order.

market-bulldup method identifying all the polential buyers In =ach markel and
estimating their potential purchases.

market demand Lhe lotal wolume of a product Thal would be bought by a defined
customer group In a defined geographical area in a defined time period In a defined
marketing environmeant under a defined marketing program.

market forecast the market demand corresponding to ihe level of industry markeiing
expandilure.

market logistics planning the mfrastructure to mes demand, then implementing
and conirofling the physical flows or maierials and final goods from poinis of origin
1o poinis of use, 1o meet cusiomer requirements at a profit.

market opportunity analysis (MDA) system used o cslermine the altractiveness
and probability of success.

market partitioning the process of investigating fhe hierarchy of atiributes
CONSUMErs. examine In choosing @ brand if they use phassd decision sirategies.
market pemetration index a comparison of the current level of markel demand to
the potential demand level.

market-penetration pricing pricing sirategy where prices starl bow to drive higher
sales vofume from price-sensitive cusiomers and produce productivity gains.
market potential the upper limit to markest demand whereby inoreased markeling
expenditures would nol be expected 1o stimulate furiher demand.
market-skimming pricing pricing siralegy where prices siart high and are slowly
lowered over time fo maximize profits from less price-sensitiee customers.
marketer someons who seeks a response (attention, a purchase, a vole, a donatian)
irom anoiher pariy, called the prospect.

marketing process of planning and exscullng the conception, pricing, promation,
and distrioution of Ideas. goods, and serwices to create eschanpes that satisty
individual and or ganizational goals.

marketing audit a comprehensive, systematic, independent, and periodic
examination of a company's of business unit’s marketing environment, objectives,
siralegies, and aclivilies

marketing channel system ihe particular ==1 of markeling channeis employed by
afirm

marketing channels sets of inierdependent orpganizations involved In ihe process
al making a product or service available for use of consuempiion.

marketing communicathons ihe means by which firms atiempi o inform, persuade,
and remind consumers—direcily or Indiressdly— aboui products and brands ihad
ihey seil,

marketing communications mix adveriising, sales promoliocn, evenis and
experiences, public relations and publicity, direct marketing. and personal seiling.
marketing decision support sysiem [(MDES8) a coordinaied coflection of data,
sysiems, tocés, and technigues with supporting software and hardware by which an
arganizaion gathers and Inlerprets relevant information from business and the
environment and turns i1 into a basls for markeling action.
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marketing Implementation the process thal turns marksting plans Into action
assignments and snsures that such assignments are execuled in a manner that
accomplishes the plan's statsd objectives

marketing Information system (MIS) people, equipment, and procedures io gather,
=ari, analyze, evaluate, and distribuie information {0 marketing decision makers.
marketing Inteifligence system a =l of procedures and SOUrces managers use o
atialn everyday Informaiion aboutl developments in ihe marksting sanwiranmeant.
marketimg management the arf and scienos of choosing 1arpst markeis and p=iling,
kesping, and growing customers through creating, dellvering, and communicating
superion cusiomesr value.

marketimg metrics ife set of measures ihad helps firms o guaniify, compare, and
interpret their marksling performance.

marketing network ihe company and iis supporling stakeholders, wilh whom it
has buill muivally profitable business relationships.

marketing opportunity an area of buyer nesd and interest in which there s a high
probability that & company can profifably satisfy that need.

marketing plan writien document that summarizes what the markeler has learnsd
about the marketpiacs, |ndicat es how the firm plans toresch ts marketing objectives,
and hefps dirsct and coordinate the marksting efort.

marketing public relations (MPR] publicity and other activities thal build corporate
or product image to facilitate marketing goals.

marketing research the sysiematic desipn, collection, analysis, and reporting of
data and Nindings relevant to a specific marketing situation facing the company.

markup pricing an item by adding a standard Increase to ine product’s cost.
materials and paris goods that enter the manufaciurer's prodwct completely.
media selectlon Finding the most cosi-effective media to deliver the dasired nomber
and type of exposures to The target audience.

magamarkeating the strai egic coordination of economic, psychological, pofitical, and
public relations skills. to glain ihe cooperation of a number of partles In order o
enter ar operaie in a given market

megatrends large sodal, sconomic, political, and technological changes that are
siow fo form, and once in place, hawe an influence for seven fo ten yesars or lonpsr.

membership groups groups having & direct InfUencs on & person. memory encoding
now and where information pets inta memary.

memory retrieval how and from where information gets out of memory.

mental accounting the manner by which consumers code, categarize, and evaluats
financial cutcomes of oholoes.

microsales analysls sxamination of specfic products and territories that fal to
producs expscled sales

microsite a limited area on the Web managed and pald for by an external adwvertisers
campanty.

mission statements sialements thal organizations develop o share wilth managers,
employees, and (in many cases) cusiomers.

mixed bundiing The safler offers goods both Individually and In bundies.

muitichannel marketing a sngle firm uses wo of mare markeling channeis to
rEach ONe OF More oUSHomer ssgments.

multitasking doing two or more things at the same time.
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net price analysis analysis thal encompasses company list price, average discount,
promollonal spending, and co-op advertising bo arrive at net prics.

o tory dels In consumer choice, when consumers do naot
simultanecusly consider all positive and negative attribute considerations in making
a decision.

(o]

Oniine alilances and affiliate programs when one Internel company works with
another one and they advertise sach other.

opinion lsader the persan in Informal, productl-reiated communications who offers
advice or information about & specific product or product categary.

ordering sase how easy 1t is for the customer to place an order with the company.
organization a company's structures, policles, and corporate culiure

organizational buying the decsion-making process by which formal arpanizations
establish the need for purchased producis and sarvices and idsntify, evaluate, and
chooss among aiternative brands and supgpliers.

owerall market share the company's sales sxpressed as a percenlage of total mariest
sakes.

F

parent brand an =xising brand that gives kirth (o a brand extension.

partner relationship management (PRM) actiwities the Firm underiakes fo build
mutually satisfying long-term relations with key partmers such as suppliers,
distributors, ad agsnoles, and marksting research supphlers.

penetrated market the set of consumers who are buying a company's product.

percelved value the value promised by the companys value proposition and
percelved by ihe cusiomer.

perception ihe process by which an individual sesiecis, organizes, and Interprets
information inputs io create @ meaningful picture of the workd.

performance quality thelews at which the product's primasy char acteristics operale.

personal Ications ch Is two or more persons communicaling directly
face-lo-fsce, person-to-audience, over the tslephone, or through =-mail

personal Influence the sifect one person has on anolher's attitude or purchass
probabdity.

personallty a ==t of distinguishing human psychological tralis thal lead o relatively
consistent responses to enwiranmental stimul

place adwertlsing (also out-of-home advertising) ads thal appear ouiside of home
and where consumers work and play.

point-or-purchase (P-0-F} the location where a purchase is made, typically thought
al In ferms of a redail setling.

potential market the set of consumers who profess a sufficient bevel of interast In @
markel offer.

potential product all the possibie augmentations and transformations the produci
or offering might undergs In the future.
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price discrimination a company sells @ profuct or service at two or more prices
that do not refiect a proportional deference in oosts.

price escalation an increase in the price of a product due to added costs of sslling
it In diffzrant couniries.

primary groups groups with which a person interacts continuously and informally,
such as family, friends, neighbours, and co-workers.

principie of congrulty psychological mechanism that stales that consumers like to
z=e seemingly relaled cblecis as being as similar as possible in their favourability.

private label brand brands that refallers and wholesalers develop and market.
product adaptation aitering ihe product 1o mest local conditions or preferences.

product assortment the set of all producis and 1iems a particular selier offers Tor
=ala.

preduct Inventlon creating something new via produc development or other means,
product mix sse product assoriment.

product penetration percentage the percentage of ownership or use of a product
ar sarvice In a population.

product system a group of diverse but related Items that function In a compatible
manner.

profitable customer a person, housshold, or company thal over lime yields a revenues

siream that exceeds by an acceplable amount the company’s cost stream of attracting,
sslling, and servicing thal customer.

prospect theory when consumers frame decision alternatives in lerms of gains and
losses according to a value function.

public any group that has an acdual or poteniiad iInlerest In or impact on a company's
ability o achieve iis cbjsclives.

public relations (PR) a varisty of programs desipned to promoie or protect a
oompany's image or fls Individual products.

publicity the task of securing sditorlal space—as opposed to pald space—in print
and broadcast media to promote someining.

pull strategy when the manufaciursr uses adveriising and promoiion (o persuades
cOnsumers 1o ask intermediaries for the product, thus inducing the intermediaries
to order iL.

purchase probablifty scale a scafe o measure the probability of a buyer making &
parilcular purchase.

pure bundiing a firm only offers |1s producls as a bundie.

pure-cllck companbes that have launched a Web site without any prewious existenos
as @ frm.

push strategy when the manufaciurer uses its sales foros and irade promotion
money to induce Intermediaries 1o carry, promots, and ssil 1he prodect o snd wsers.

reference groups all the groups that have adirect or indirect influsnce on a person’s
attitudes or behaviour.

reference prices pricing information a consumer retains In memory which s wsed
o inferpret and evaluais a new prics.
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relational equity the cumulative value of the firm's network of relationships with
ils cusiomers, pariners, suppliers, employess, and investors.

relationship marketing bullding mutually satisfying long-lterm relationships with
key pariies, in order to earn and retain their business.

relative market share markst share in relation to a company’s larpes! competftor,
rellabliity a measurs of the probabflily that a product will not malfunction or Tl
within & spacified time pariod.

repairabllity a msasure af {he sase of fixing a product when 11 malfunctions or falls.
repreasentativeness hewrlstic when consumers base thelr predictions on how
represantative or similar an oulcome is to other exampies.

risk analysis a meihod by which possibée rales of returns and their probabilities
are caloulated by obialning esiimales for uncertain variables affecting profitability.
role the activillies a psrson s expscied fo perform.

sales analysls measuring and evaluaiing actual sales in relation o poals.

sales budget a conservative estimate of the expeded wolume of sales, used for making
ourrent purchasing, production, and cash flow decksions.

sales promotion a colflection of Incentive tools, mostly shorl term, designed to
stimulate quicker or greater purchase of partioulas producls or Services by CoOnSumers
or the Irade.

sales quota the sales goal set for a product line, company division, or sales
repraseniakive.

sales-variance analysis a measure of 1he relative contribution of differeni factors to
a gap in sales performance.

satisfaction a person’s feslings of pleasure or disappointment resulting from
comparing a product’s perceived performance or outcome in relation fo his or her
expeciations.

scenario analysis developing plausibie representations of a firm's possible fulure
that make different assumptlions aboul forces driving fthe markel and include different
uncertainiies.

search-related ads ads in which search terms are used a5 a proky for the consumer's
oonsumption interestis and relevani [inks to product or ssrvice offerings are listed
alang side 1he search resulis,

sacondary groups groups which tend to be more formad and reguire less interaciion
than primary groups. such as religioss,. professional, and irade-union groups.
salective attentlon the mental prooess of soresning oul certain stimull while noticing
athers.

selective distortion the tendency fo interpret product information in a way that ft
consUmer perosglions.

selective distribution the use of more than a few bul less than all of the
intermediaries who are willing 1o carry a particular product

salective retentlon good poinis aboul a product that consumers lke are remembered
and good poinis about competing prodicts are Torgokten.

served market all the buyers who are able and willing 1o buy a company’s producl.
served market share a company’s sales expressed as a percentage of the tofal
sales toits served market.
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service any &l or performancs thai one party can affer to another that is essenilally
intangitie and does ot resull in the ownership of anything.

share penetration Index a comparison of a compEany's current market share 1o its
poiential market share

shopping goods goods that the consumer, in the process of selection and purchase,
characteristically compares on such bases as sullabiilty, guality, price, and siyle.
short-term memory {STM) a iemporary repository of information.

soclal classes homogeneous and enduring divisions In a sociely, which are
hierarchically ordered and whose members share simllar values, interesis, and
behaviour.

soclal marketing marketing done by a nonprofit or governmeni organization to
further a cause, such as “say no to drugs.”

spaclalty goods goods thal have unigue characierisiics or brand ldeniMcation Tor
which a sufficient number of buyers are willing to make a special purchasing effort.
sponsorship financial support of an eveni or actiwiiy in refurn for recognifion and
acknowledpment as the sponsor.

stakeholder-performance scorecard a measure toirack the satisfaciton of varkous
oconstiiusncies who have a oritical interest in and Impact on the company’ s
performance,

status one's posilion within his or her osn hlerarchy of cullures.

stralght extension iniroducing a produc in a foreign marke! without any change
in tha product.

strategic brand management ihe design and implemeniation of market ing act ivities
and programs Lo buiid, measure, and manage brands 1o maximize their value.

strategic busimess units {8BUs) a single business or collection of related businesses
that can be planned ssparately from the resi of the company, with ks own set of
compelitors and a manager who is responsibie Ffor sirategic planning and profit
performance.

strategic group firms pursuing Ehe =ame= sirategy directed o {he same tarps market.

strategic marketing plan iaying ouf 1he target markests and the valus propasition
thatl wili ‘e offered, bassd on analysis of the best markst opporiunities.

strategy a company's game plan for achieving its goals.
siyle a product’s look and fesl to The buyer.
sub-brand & new brand combined with an existing brand

subculture subdivisions of a culiure that provide more specific idenliflication and
saclallzation, such as nationalities, religions, racial groups, and geographical regions.

subliminal perception recelving and procsssing suboonscious messages that afect
behaviour.

ST t a sed of seg s sharing some expioitable smilarity.

suppiies and business services short-lerm goods and services thal Taciitale
deweloping or managing the finished product.

supply chalin manapement (BCM} proouring the right inputs raw materials,
components, and capltal equipment]; converting them effdently Into finished
producis; and dispaiching them 1o the final destinations.
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T
tactical marketing plan marketing tactics, including product features, promaotion,
merchandising, pricing, sales channels, and servios.
target costing deducting ihe desired prafit margin from the price at which a produc
will self, given Its appeal and competitors” prices.

target market the pari of the gualified avallable markel the company decides to
pursue.

target-return pricing dstermining the price that would yield the firm's target rate
al return on Investment RO

telemarketing the uss of telephone and call centres io atiract prospects, sell to
exisiing, cusiomers, and provide sarvice by faking orders and answering guesiions.
total costs the sum of ihe Nked and variable costs for any given fewel af production,
total oustomer cost the bundle of costs ousiomers expect to incur in svaluating,

oblaining, using, and dispasing of the given market offering, including manetary,
timea, energy, and psychic costs.

total customer value fhe perceived monetary value of the bundie of sconamic,
funciional, and psychofogical benefits custiomers expect from a given markel oering.

total guality management {TQM) an organizallonwide approach to condinuousiy
improving the guality of all the organizalion’s prooesses,. producis, and servioss.

tracking studies collacting information from consumers on @ rouline basis owver
tme

transaction a trade of values between iwo of more parties: A gives X 1o B and
receives ¥ in return.

transfer in the case of gifts, subsidies, and charitable contributions: A pives X io B
bul does not receive anything tangibie in return.

transfer price the price a company charges another unit In the company for goods
it ships o forsépn subsidiaries.

trend a direction or sequenos of evenis that has some momentum and durabdlity.
two-part pricing a fixed fee plus a variable usage fes.

tylng agreements agresment in which producers of strong brands ssil their producis
fodealers only if dealers purchase redated products or ssrvioss, such as olher producis
in Ehe brand lIne

unsought goods those the consumer does nol Know aboul or doss not normaily
think of Buying, like smaks detectors.

v
value-dellvery network a company's supply chain and how i1 partners with specific
suppllers and disiributors 1o make produdts and bring them to markets.

value-dellvery system all the expectancies the customsr will hawe on fhe way to
abialning and using the offering.

value metwork a system of parinerships and afllanoss ihad a firm creates (0 source,
augmeni, and deliver its oferings.

value pricing winning loyal customers by charging a falrly low price for a high-
quallty offering.
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value proposition the whole cluster of benefits ihe company promisss to deliver.
variable costs costs that vary direclly with the level of proguction

venture team a cross-functional group charged with developing a specific product
ar business.

vertical Integration situation in which manufacturers try 1o contral or own their
suppliers, distributors, or ather Intermediaries

vertical marketing system (VMBE) producer, wholesaleris), and retailer(sj acting as
a unified systsm

wviral marketing using the Internsi o oreate word of mouth effects to suppork
marketing efforts and poals.
Y

yield pricing =tuation In which companies offer (1) discounfsd but lImiled sarly
purchasss, (2} higher-priced late purchases, and (3) the lowesi rates on ansold
inventory jusl before it expires.

z

zero-level channel (direct-marketing chanmel} a manufacturer selling dirsctly to
the final cusiomer.
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