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1.1 INTRODUCTION 

The current millennium has unfolded new business rules, the most significant of them being 

that past history or experience in a given product market is no indicator of future success. 

Market leadership cannot be taken for granted because customer loyalty does not exist. In an 

era of seamless markets, the customer today has a much wider choice. He/she does not have 

to adhere only to the locally available brands/services. Given the plethora of television 

channels, some specifically devoted to television shopping, internet marketing, and tele-

shopping, this millennium's customer wants and enjoys being wooed by the marketers. Over a 

period of time, wooing and cajoling the customer will only intensify. Today, marketers have 

pulled out almost every weapon from their armory to retain and expand their brand's share in 

the consumer's mind. In today’s competitive environment a lot of emphasis is laid on the 

marketing, we find every organization carrying out a lot of marketing activities. Hence, it is 

important for you to understand what market is, what marketing is, and how is it different 

from selling. So we shall discuss all the important concepts of marketing and lay down the 

foundation for explaining the marketing process. We will also discuss the development of 

marketing over a period of time. 

The term ‘market’ originated from latin word ‘marcatus’ implying ‘marchandise’ ‘ware 

traffic’, trade or a place where business is conducted. 

The term market is defined as a place where the parties meet and exchange their goods, 

services and information for consideration. The purchase and sale of commodities between 

parties are known as the transaction. The two parties engaged in an exchange are buyer and 

seller. The transaction can proceed, either directly or through intermediaries like agents or 

institutions. 

TYPES OF MARKETS: 

Markets can be classified on different bases of which most common bases are: area, time, 

transactions, regulation, and volume of business, nature of goods, and nature of competition, 

demand and supply conditions. 

A. On the Basis of Area: Using area, there can be local, regional, national and international 

markets. Local markets confine to locality mostly dealing in perishable and semi-perishable 

goods like fish, flowers, vegetables, eggs, milk, and others. Regional market covers a wider 

area may be a district, a state or inter-state dealing in durables both consumer and non 

durables and industrial products, including agricultural produce. 

In case of national markets the area covered are national boundaries dealing in durable and 

non-durable consumer goods, industrial goods, metals, forest products, agricultural produce. 

In case of world or international market, the movement of goods is widespread throughout 

the world, making it as a single market. It should be noted that due to the latest technologies 

in transport, storage and packaging, even the most perishable goods are sold all over the 

world, not that only durables. 

B. On the basis of Time: The time duration is the factor. Accordingly, there can be short 

period and long period markets. Short-period markets are for highly perishable goods of all 

kinds and long-period markets are for durable goods of different varieties may be produced or 

manufactured. 
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C. On the basis of Transactions: Taking the nature of transactions, these can be ‘spot’ and 

‘future’ markets. In ‘spot’ market, once the transaction takes place, the delivery takes place, 

while in case of future markets, transactions are finalized pending delivery and payment for 

future dates. 

D. On the basis of Regulation: Taking regulation, markets can be regulated and non-

regulated. A ‘regulated market’ is one in which business dealings take place as per set rules 

and regulations regarding, quality, price, source changes and so on. 

These can be in agricultural products or produce and securities. On the other hand, 

unregulated market is a free market where there are no rules and regulations; even if they are 

there, they are amended as per the requirements of parties of exchange. 

E. On the Basis of Volume of Business: Taking volume of business as a basis, there can be 

two types of markets namely, “Wholesale” and “Retail”. Wholesale markets are featured by 

large volume business and wholesalers. 

On the other hand, ‘Retail’ markets are those where quantity bought and sold is on small-

scale. The dealers are retailers who buy from wholesalers and sell back to consumers. 

F. On the basis of Nature of Goods: Taking the nature of goods, there can be commodity 

markets, capital markets. ‘Commodity’ markets deal in favour of material, produce, 

manufactured goods may be consumer and industrial and bullion market dealing precious 

metals. 

‘Capital’ market is a market for finance. These markets can be subdivided into ‘money’ 

market dealing in lending, and borrowing of money; ‘Securities’ market or ‘stock’ market 

dealing in buying and selling of shares and debentures and ‘foreign exchange’ market where 

it is a forex market dealing buying and selling of foreign currencies may be hard or soft. 

G. On the basis of Nature of Competition: Based on competition or competitive forces, 

there can be variety of markets for a product or service. However, only two are the most 

important namely, perfect and imperfect. 

A ‘perfect’ market is one which is characterized by: 

(a) Large number of buyers and sellers 

(b) Prevalence of single lowest price for products those are ‘homogeneous’ 

(c) The perfect knowledge on the part of buyers and sellers 

(d) Free entry and exit of firms in market. These types for markets exist hardly. 

The other one is ‘imperfect’ which is featured by: 

(a) Products may be similar but not identical 

(b) Different prices for a class of goods 

(c) Existence of physical and psychological barriers on movement of goods 

(d) No perfect knowledge of products and other dimensions on the part of buyers and sellers. 

H. On the basis of Demand and Supply: Based on demand and supply conditions or hold of 

buyers and sellers, there can be seller’s and buyer’s markets. A seller’s market is one where 

sellers are in driver’s seat and the buyers are at the receiving end. In other words, it is a 

situation where demand for goods exceeds supply. On the other hand, buyer’s market is one 

where buyers are in commanding position. That is, supply is exceeding the demand for the 

goods. 
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1.2 Meaning and Definition of Marketing 

Production of goods and services has no meaning unless the goods and services are 

exchanged profitably for money or money’s worth. This involves the movement of goods 

from the manufacturers to the ultimate consumers. In bringing the producer and the consumer 

together, certain activities and functions are performed which is the subject matter of 

marketing. Management process comprises of five M’s i.e. men, money, materials, machines 

and markets. Marketing is the last component of this chain. The success of a business 

enterprise lies not only in production, but mainly in successful marketing. 

In simple words, marketing is a process which carries goods from producer to ultimate 

consumer. Marketing bridges the gap between consumer and producer. It is in this sense that 

marketing has been defined as “all the activities involved in the creation of place, time and 

possession utilities’. 

Marketing is thus concerned with handling and transportation of goods from the point of 

production to the point of consumption. In this process of carrying the goods from the place 

of production to the place of consumption, many hindrances have to be removed. Marketing 

involves the creation of three types of utilities viz, 

(A) Place Utility: Goods are to be taken from the place of their origin or production to the 

place where they are needed. 

(B) Time Utility: Goods are to be made available at the time when they are needed by the 

consumers. It means that they are to be stored and protected against the risks of fire, rain and 

pests etc. 

(C) Possession Utility: The ownership and possession of these goods are to be transferred 

from the producer to the ultimate consumer. 

DEFINITIONS: 

Kotler and Armstrong, “Marketing is a social and managerial process by which individuals 

and groups obtain what they need and want through creating and exchanging products and 

values with others.” 

American Management Association (1985), “Marketing is the process of planning and 

executing the conception, pricing promotion and distribution of ideas, goods and services to 

create exchanges that satisfy individuals and organisational objectives”. 

American Management Association (2013), “Marketing is the activity, set of institutions, and 

processes for creating, communicating, delivering, and exchanging offerings that have value 

for customers, clients, partners, and society at large”. 

Today, marketing must be understood not in the old sense of making a sale—“telling and 

selling”—but in the new sense of satisfying customer needs. If the marketer engages 

consumers effectively, understands their needs, develops products that provide superior 

customer value, and prices, distributes, and promotes them well, these products will sell 

easily. In fact, according to management guru Peter Drucker, “The aim of marketing is to 

make selling unnecessary.” Selling and advertising are only part of a larger marketing mix—a 

set of marketing tools that work together to engage customers, satisfy customer needs, and 

build customer relationships. Broadly defined, marketing is a social and managerial process 

by which individuals and organizations obtain what they need and want through creating and 
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exchanging value with others. In a narrower business context, marketing involves building 

profitable, valueladen exchange relationships with customers. Hence, we define marketing as 

the process by which companies engage customers, build strong customer relationships, and 

create customer value in order to capture value from customers in return. 

1.3 Scope of Marketing 

1. Study of Consumer Wants and Needs: Goods are produced to satisfy consumer 

wants. Therefore study is done to identify consumer needs and wants. These needs 

and wants motivates consumer to purchase. 

2. Study of Consumer behaviour: Marketers performs study of consumer behaviour. 

Analysis of buyer behaviour helps marketer in market segmentation and targeting. 

3. Production planning and development: Product planning and 

development starts with the generation of product idea and ends with the product 

development and commercialisation. Product planning includes everything from 

branding and packaging to product line expansion and contraction. 

4. Pricing Policies: Marketer has to determine pricing policies for their products. 

Pricing policies differs from product to product. It depends on the level of 

competition, product life cycle, marketing goals and objectives, etc. 

5. Distribution: Study of distribution channel is important in marketing. For maximum 

sales and profit goods are required to be distributed to the maximum consumers at 

minimum cost. 

6. Promotion: Promotion includes personal selling, sales promotion, and advertising. 

Right promotion mix is crucial in accomplishment of marketing goals. 

7. Consumer Satisfaction: The product or service offered must satisfy consumer. 

Consumer satisfaction is the major objective of marketing. 

8. Marketing Control: Marketing audit is done to control the marketing activities. 

1.4 CHARACTERISTICS OF MARKETING 

1. Customer focus: The marketing function of a business is customer-centred. It makes an 

attempt to study the customer needs, and goods are produced accordingly. The business 

existence depends on human needs. In a competitive market, the goods that are best suited to 

the customer are the ones that are well-accepted. Hence, every activity of a business is 

customer-oriented. 

2. Customer satisfaction: A customer expects some services or benefits from the product for 

which payment is made. If this benefit is more than the amount paid, then the customer is 

satisfied. In the long run, customer satisfaction helps to retain market demand. It helps 

achieve organizational objectives. Customer satisfaction can be enhanced by providing value-

added services, which includes providing additional facilities at little or no extra cost. 

3. Objective-oriented: All marketing activities are objective-oriented. Different objectives 

are fixed at different levels, but the main objective is to earn profit from business along with 

the satisfaction of human wants. Marketing activities undertaken by sellers make an attempt 

to find out the weaknesses in the existing system, and measures are taken to improve the 

shortfalls so that the objectives are achieved. 
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4. Marketing is both art and science: Art refers to a specific skill that is required in 

marketing activities of any type of business. Science refers to a systematic body of 

knowledge, based on facts and principles. The concept of marketing includes a bunch of 

social sciences such as economics, sociology, psychology and law. It indicates market 

operations based on some principles. Hence, marketing is an art as well as a science. 

5. Continuous and regular activity: Marketing is an activity designed to plan, price, 

promote and distribute products. At the same time, it also addresses both the current and 

future consumers. Thus, it is a continuous process. A marketer has to consistently monitor 

environment. This helps in coming up with new products. 

6. Exchange process: Marketing involves exchange of goods, services and ideas with the 

medium of money. Exchange takes place between sellers and buyers. Most of marketing 

activities are concerned with the exchange of goods. Functions such as distribution, after-sale 

services and packaging help in the exchange process. Channels of distribution and physical 

distribution play an important role in the exchange process by creating place utility. 

7. Marketing environment: Economic policies, market conditions, and environmental 

factors, such as political, technological, demographic and international, influence marketing 

activities. Marketing activities are inseparable from such environmental factors. A successful 

marketer needs to adapt to these changing factors and adjust marketing strategies to suit new 

market developments. 

8. Marketing mix: A combination of four inputs constitutes the core of a company’s 

marketing system—product, price, place, and promotion. Marketing mix is a flexible 

combination of variables. They are influenced by consumer behaviour, trade factors, 

competition and government regulatory measures. 

9. Integrated approach: The marketing activities must be co-ordinated with other functional 

areas of an organization. Functions such as production, finance, research, purchasing, 

storekeeping and public relations (PR) are to be integrated with marketing. This will help in 

achieving organizational objectives. Otherwise, it will result in organizational conflicts. 

10. Commercial and non-commercial organizations: With the societal marketing concept 

gaining importance, social marketers are finding useful new ways of applying marketing 

principles. Commercial organizations are also adopting cause-related marketing to strike 

long-term relations with consumers. 

Business organizations such as educational institutions, hospitals, religious institutions and 

charitable trusts have also found meaningful applications of marketing. Thus, marketing is 

applicable to both business and non-business organizations. 

11. Precedes and follows production: Identifying consumer needs and wants is the primary 

task of a marketing manager. Production activities are adapted to these consumer needs. 

Thus, marketing precedes production. Marketing helps in the distribution of the goods which 

follows production. Hence, production and marketing activities are closely related to each 

other. 

1.5 Difference between Market and Marketing 

1. System versus Activity: “Market” is a system or an atmosphere or a mechanism that 

facilitates such forces as are leading to price fixation. That is, physical presence of goods or 

men at a place is not essential condition of a highly developed and elastic market. 
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Contrary to this, ‘marketing’ is the sum- total of all those activities that are related to the free-

flow of goods from points of production to the points of consumption. Physical movement of 

goods is the hall-mark of marketing; that is, once the price fixation is done, the journey starts 

from sellers to buyers. 

2. Outlet versus Means: ‘Market’ is a solid foundation to push goods from sellers to buyers. 

It is an outlet to let out the products. It is the key to engine of marketing. On the other hand, 

‘marketing’ is a gigantic machinery to move the goods by creating utilities of place, time and 

ownership. 

It is a tree with number of tentacles and ramifications to actually provide shade to the 

customers, or providing them to their satisfaction, the required goods and services. 

3. Narrow Versus Comprehensive Concept: ‘Market’ as a concept has a narrower meaning 

and coverage. It signifies both place and an atmosphere where buyers and sellers are in touch 

with one another. Contrary to this, marketing is a wider or comprehensive term that 

represents the entire process of distribution and the process prior to distribution. 

4. Occurrence of Events: The question is whether ‘market’ comes first or marketing. 

‘Market’ acts as a price-fixing mechanism and once the transactions are struck, then the 

actual movement of goods starts and change in ownership is brought about. That is, ‘market’ 

is the, starting point and marketing comes thereafter. 

5. Change versus Consistency: In case of ‘market’, it might undergo a change in marketing 

that is in buyers and sellers, their requirements, with changes in supply and demand 

dimensions. These changes are comparatively quicker. 

While in case of marketing in terms of philosophy it remains more constant, it takes decades 

to change as warranted by environmental external factors. Thus, change in market is much 

faster than change in case of marketing philosophy or concept. 

Comparison Chart 

BASIS FOR 

COMPARISON 

MARKET MARKETING 

Meaning Market is defined as an arrangement 

whereby buyers and sellers meet 

each other to conclude the 

transaction. 

Marketing is a function that 

identifies human and social 

needs and satisfies them. 

What is it? A set up i.e. a place. A set of processes, i.e. a means 

of creating utility. 

Process Market is a process, that fixes the 

price of commodities through 

demand and supply forces. 

Marketing is a process that 

analyses, creates, informs and 

delivers value to the customer. 

Concept Market is a narrow concept. Marketing is a wide concept that 

includes diverse activities. 

Consistency Market varies by products, place, 

factors and so on. 

Marketing philosophy remains 

same, no matter where it is 

applied. 

Facilitates Trade between parties. Link between customer and 

company. 
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1.6 Difference between Marketing and Selling 

1. Scope: ‘Marketing’ involves the design of product acceptable to customers and transfer of 

ownership between the sellers and buyers. However, ‘Selling’ simply involves obtaining 

orders from customers and supplying them the products. It is more concerned with the sale of 

goods already produced. 

2. Emphasis: In case of ‘marketing’, the focus is on satisfying the wants of customers while, 

‘selling’ emphasizes the need of the seller to convert products into cash. Marketing is 

customer-oriented and seeks to earn profits through customer satisfaction. On the contrary, 

selling is product- oriented and seeks to increase the sales volume. 

3. Occurrence: ‘Marketing’ begins much before the production of goods and services. It 

continues even after the sale because, ‘after-sale services’ may be necessary for satisfying the 

wants of customers. However, ‘selling’ comes after the production has been completed and it 

comes around with the delivery of the product to the customer. In other words, marketing 

begins before the manufacturing cycle, whereas selling comes at the end of this cycle. 

4. Philosophy: ‘Marketing’ has philosophical and strategic implications. It is directed 

towards the long-term objectives of growth and stability. On the other hand, ‘selling’ is mere 

tactical routine activity with a short-term perspective, under which customers are taken for 

granted as one homogeneous unit. 

5. Semantics: ‘Marketing’, as a word, has wider connotation which includes selling in its 

fold. ‘Selling’ is a part of marketing which covers many other activities like marketing 

research, product-planning and development, pricing, promotion, distribution and the like. 

Thus, marketing means selling but selling does not mean marketing. 
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1.7 What is marketed? 

Marketing itself is the greatest task of creating, promoting and delivering goods and services 

to final consumers and business buyers. In fact firms can engage in marketing different 

entities namely, goods, services, experiences, events, persons, places, properties, 

organizations, information and ideas. 

1. Goods: Physical goods constitute the 

major part of a country’s production and 

marketing effort. Companies market 

billions of food products, and millions of 

cars, refrigerators, television and machines. 

 

2. Services: As economies advance, a large 

proportion of their activities is focused on 

the production of services. Services include 

the work of airlines, hotels, car rental firms, 

beauticians, software programmers, 

management consultants, and so on. Many 

market offerings consist of a mix of goods 

and services. For example, a restaurant offers both goods and services. 

3. Events: Marketers promote events. Events can be trade shows, company anniversaries, 

entertainment award shows, local festivals, health camps, and so on. For example, global 

sporting events such as the Olympics or Common Wealth Games are promoted aggressively 

to both companies and fans. 

4. Experiences: Marketers create experiences by offering a mix of both goods and services. 

A product is promoted not only by communicating features but also by giving unique and 

interesting experiences to customers. For example, Maruti Sx4 comes with Bluetooth 

technology to ensure connectivity while driving, similarly residential townships offer 

landscaped gardens and gaming zones. 

5. Persons: Due to a rise in testimonial advertising, celebrity marketing has become a 

business. All popular personalities such as film stars, TV artists, and sportspersons have 

agents and personal managers. They also tie up with PR agencies for better marketing of 

oneself 

6. Places: Cities, states, regions, and countries compete to attract tourists. Today, states and 

countries are also marketing places to factories, companies, new residents, real estate agents, 

banks and business associations. Place marketers are largely real estate agents and builders. 

They are using mega events and exhibitions to market places. The tourism ministry is also 

aggressively promoting tourist spots locally and globally. 

7. Properties: Properties can be categorized as real properties or financial properties. Real 

property is the ownership of real estates, whereas financial property relates to stocks and 

bonds. Properties are bought and sold through marketing. 
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Marketing enhances the need of ownership and creates possession utility. With improving 

income levels in the economy, people are seeking better ways of saving money. Financial and 

real property marketing need to build trust and confidence at higher levels. 

8. Organizations: Organizations actively work to build image in the minds of their target 

public. The PR department plays an active role in marketing an organization’s image. 

Marketers of the services need to build the corporate image, as exchange of services does not 

result in the ownership of anything. The organization’s goodwill promotes trust and 

reliability. The organization’s image also helps the companies in the smooth introduction of 

new products. 

9. Information: Information can be produced and marketed as a product. Educational 

institutions, encyclopaedias, non-fiction books, specialized magazines and newspapers 

market information. The production, packaging, and distribution of information is a major 

industry. Media revolution and increased literacy levels have widened the scope of informa-

tion marketing. 

10. Idea: Every market offering includes a basic idea. Products and services are used as 

platforms for delivering some idea or benefit. Social marketers widely promote ideas. Maruti 

Udyog Limited promoted safe driving habits, need to wear seat belts, need to prohibit 

children from sitting near the driver’s seat, and so on. 

1.8 Fundamental Marketing Concepts: 

Philip Kotler, the eminent writer, defines modern marketing as, “Marketing is social and 

managerial process by which individuals and groups obtains what they needs and wants 

through creating and exchanging product and value with others.” Careful and detailed 

analysis of this definition necessarily reveals some core concepts of marketing, shown in 

Figure  

1. Needs: Existence of unmet needs is precondition to undertake marketing activities. 

Marketing tries to satisfy needs of consumers. Human needs are the state of felt deprivation 

of some basic satisfaction. A need is the state of mind that reflects the lack-ness and 

restlessness situation. 

Needs are physiological in nature. People require food, shelter, clothing, esteem, belonging, 

and likewise. Note that needs are not created. They are pre-existed in human being. Needs 

create physiological tension that can be released by consuming/using products. 

2. Wants: Wants are the options to satisfy a specific need. They are desire for specific 

satisfiers to meet specific need. For example, food is a need that can be satisfied by variety of 

ways, such as sweet, bread, rice, sapati, puff, etc. These options are known as wants. In fact, 

every need can be satisfied by using different options. 

Maximum satisfaction of consumer need depends upon availability of better options. Needs 

are limited, but wants are many; for every need, there are many wants. Marketer can 

influence wants, not needs. He concentrates on creating and satisfying wants. 
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3. Demand: Demand is the want for specific products that are backed by the ability and 

willingness (may be readiness) to buy them. It is always expressed in relation to time. All 

wants are not transmitted in demand. Such wants which are supported by ability and 

willingness to buy can turn as demand. 

Marketer tries to influence demand by making the product attractive, affordable, and easily 

available. Marketing management concerns with managing quantum and timing of demand. 

Marketing management is called as demand management. 

4. Product: Product can also be referred as a bundle of satisfaction, physical and 

psychological both. Product includes core product (basic contents or utility), product-related 

features (colour, branding, packaging, labeling, varieties, etc.), and product-related services 

(after-sales services, guarantee and warrantee, free home delivery, free repairing, and so on). 

So, tangible product is a package of services or benefits. Marketer should consider product 

benefits and services, instead of product itself. Marketer can satisfy needs and wants of the 

target consumers by product. It can be broadly defined as anything that can be offered to 

someone to satisfy a need or want. Product includes both good and service. Normally, 

product is taken as tangible object, for example, pen, television set, bread, book, etc. 

However, importance lies in service rendered by the product. People are not interested just 

owning or possessing products, but the services rendered by them. For examples, we do not 

buy a pen, but writing service. Similarly, we do not buy a car, but transportation service. Just 

owning product is not enough, the product must serve our needs and wants. Thus, physical 

product is just a vehicle or medium that offers services to us. As per the definition, anything 

which can satisfy need and want can be a product. Thus, product may be in forms of physical 

object, person, idea, activity, or organisation that can provide any kind of services that satisfy 

some needs or wants. 

5. Utility (value), Cost, and Satisfaction: Utility means overall capacity of product to satisfy 

need and want. It is a guiding concept to choose the product. Every product has varying 

degree of utility. As per level of utility, products can be ranked from the most need-satisfying 

to the least need-satisfying. 

Utility is the consumer’s estimate of the product’s overall capacity to satisfy his/her needs. 

Buyer purchases such a product, which has more utility. Utility is, thus, the strength of 

product to satisfy a particular need. Cost means the price of product. It is an economic value 

of product. The charges a customer has to pay to avail certain services can be said as cost. 

The utility of product is compared with cost that he has to pay. He will select such a product 

that can offer more utility (value) for certain price. He tries to maximize value, that is, the 

utility of product per rupee. Satisfaction means fulfillment of needs. Satisfaction is possible 

when buyer perceives that product has more value compared to the cost paid for. Satisfaction 

closely concerns with fulfillment of all the expectations of buyer. Satisfaction releases the 

tension that has aroused due to unmet need(s). In short, more utility/value with less cost 

results into more satisfaction. 
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6. Exchange, Transaction, and Transfer: Exchange is in the centre of marketing. 

Marketing management tries to arrive at the desired exchange. People can satisfy their needs 

and wants in one of the four ways – self-production, coercion/snatching, begging, or 

exchanging. Marketing emerges only when people want to satisfy their needs and wants 

through exchange. Exchange is an act of obtaining a desired product from someone by 

offering something in return. Obtaining sweet by paying money is the example an exchange. 

Exchange is possible when following five conditions are satisfied: 

I. There should be at least two parties 

II. Each party has something that might be of value to the other party 

III. Each party is capable of communication and delivery 

IV. Each party is free to accept or reject the exchange offer 

V. Each party believes it is desirable to deal with the other party 

Transaction differs from exchange: Exchange is a process, not event. It implies that people 

are negotiating and moving toward the agreement. When an agreement is reached, it is 

transaction. Transaction is the decision arrived or commitment made. For example, Mr. X 

pays Rs. 25000 and obtains a computer. There are various types of transactions, such as 

barter transactions, monetary transactions, commercial transactions, employment 

transactions, civic transactions, religious or charity transactions. 

Transaction involves following conditions: 

I. At least two things of value 

II. Agreed upon conditions 

III. A time of agreement 

IV. A place of agreement 

V. A law (legal system) of contract to avoid distrust 

Transfer involves obtaining something without any offer or offering anything without any 

return. For example, Mr. X gives gift to Mr. Y. Transfer is a one-way process. But, pure 

transfer is hardly found in practice. One transfers something with some unexpressed 

expectations. Offer of money to beggar is to get the favour of God. Donor gives donations 

and receives honour, appreciation, and special invitation, or even special influence in 

administration. Gift is rewarded in terms of gratitude, a good behaviour, saying, “thank you” 

or with the expectation that the receiver of the gift will offer the same in the future. Almost 

all transfers are same as transactions. Transfer and transaction both are important for 

marketer. 

7. Relationships and Network: Today’s marketing practice gives more importance to 

relation building. Marketing practice based on relation building can be said as relationship 

marketing. Relationship marketing is the practice of building long-term profitable or 

satisfying relations with key parties like customers, suppliers, distributors, and others in order 

to retain their long-term preference in business. A smart marketer tries to build up long-term, 

trusting, and ‘win-win’ relations with valued customers, distributors, and suppliers. 
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Relationship marketing needs trust, commitment, cooperation, and high degree of 

understanding. 

Relationship marketing results into economical, technical, social, and cultural tie among the 

parties. Marketing manager is responsible for establishing and maintaining long-term 

relations with the parties involved in business. 

Network is the ultimate outcome of relationship marketing. A marketing network consists of 

the company and its supporting stakeholders – customers, employees, suppliers, distributors, 

advertising agencies, colleges and universities, and others – whose role is considered to be 

essential for success of business. It is a permanent setup of relations with stakeholders. A 

good network of relationships with key stakeholders results into excelling the marketing 

performance over time. 

8. Market, Marketing, Marketer, and Prospect: In marketing management, frequently 

used words are markets, marketing, marketer, and prospects. A market consists of all 

potential customers sharing a particular need or want who might be willing and able to 

engage in exchange to satisfy this need or want. Marketing is social and managerial process 

by which individuals and groups obtain what they need and want through creating and 

exchanging product and value with others. Marketer is one who seeks one or more prospects 

(buyers) to engage in an exchange. Here, seller can be marketer as he wants other to engage 

in an exchange. Normally, company or business unit can be said as marketer. Prospect is 

someone to whom the marketer identifies as potentially willing and able to engage in the 

exchange. (In case of exchange between two companies, both can be said as prospects as well 

as marketers). Generally, consumer or customer who buys product from a company for 

satisfying his needs or wants can be said as the prospect. 

1.9 MARKETING CONCEPT/ MARKETING PHILOSOPHIES 

Every company can have different ideas or philosophy. For example, a particular company 

can have its idea or philosophy that if the production is done on a large scale, the cost would 

be less and the product would be sold automatically. In this way, such a company will 

concentrate mainly on the large scale production of goods. Similarly, some other company 

can have a different idea. It may have an idea that if the quality of the product is improved, 

there will be no difficulty in selling the product. 

1. Production Concept 

2. Product Concept 

3. Selling Concept 

4. Marketing Concept 

5. Societal Marketing Concept 

1. Production Concept: Those companies who believe in this philosophy think that if the 

goods/services are cheap and they can be made available at many places, there cannot be any 

problem regarding sale. 
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Keeping in mind the same philosophy these companies put in all their marketing efforts in 

reducing the cost of production and strengthening their distribution system. In order to reduce 

the cost of production and to bring it down to the minimum level, these companies indulge in 

large scale production. This helps them in effecting the economics of the large scale 

production. Consequently, the 

cost of production per unit is 

reduced. The utility of this 

philosophy is apparent only when 

demand exceeds supply. Its 

greatest drawback is that it is not 

always necessary that the 

customer every time purchases the 

cheap and easily available goods 

or services. 

2. Product Concept: Those 

companies who believe in this 

philosophy are of the opinion that 

if the quality of goods or services 

is of good standard, the customers can be easily attracted. The basis of this thinking is that the 

customers get attracted towards the products of good quality. On the basis of this philosophy 

or idea these companies direct their marketing efforts to increasing the quality of their 

product. It is a firm belief of the followers of the product concept that the customers get 

attracted to the products of good quality. This is not the absolute truth because it is not the 

only basis of buying goods. The customers do take care of the price of the products, its 

availability, etc. A good quality product and high price can upset the budget of a customer. 

Therefore, it can be said that only the quality of the product is not the only way to the success 

of marketing. 

3. Selling Concept: Those companies who believe in this concept think that leaving alone the 

customers will not help. Instead there is a need to attract the customers towards them. They 

think that goods are not bought but they have to be sold. The basis of this thinking is that the 

customers can be attracted. Keeping in view this concept these companies concentrate their 

marketing efforts towards educating and attracting the customers. In such a case their main 

thinking is ‘selling what you have’. This concept offers the idea that by repeated efforts one 

can sell-anything to the customers. This may be right for some time, but you cannot do it for 

a long-time. If you succeed in enticing the customer once, he cannot be won over every time. 

On the contrary, he will work for damaging your reputation. Therefore, it can be asserted that 

this philosophy offers only a short-term advantage and is not for long-term gains. 

4. Marketing Concept: Those companies who believe in this concept are of the opinion that 

success can be achieved only through consumer satisfaction. The basis of this thinking is that 

only those goods/service should be made available which the consumers want or desire and 

not the things which you can do. 
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In other words, they do not sell what they can make but they make what they can sell. 

Keeping in mind this idea, these companies direct their marketing efforts to achieve 

consumer satisfaction. In short, it can be said that it is a modern concept and by adopting it 

profit can be earned on a long-term basis. The drawback of this concept is that no attention is 

paid to social welfare. 

5. Societal Marketing Concept: This concept stresses not only the customer satisfaction but 

also gives importance to Consumer Welfare/Societal Welfare. This concept is almost a step 

further than the marketing concept. Under this concept, it is believed that mere satisfaction of 

the consumers would not help and the welfare of the whole society has to be kept in mind. 

For example, if a company produces a vehicle which consumes less petrol but spreads 

pollution, it will result in only consumer satisfaction and not the social welfare. 

Primarily two elements are included under social welfare-high-level of human life and 

pollution free atmosphere. Therefore, the companies believing in this concept direct all their 

marketing efforts towards the achievement of consumer satisfaction and social welfare. 

1.10 MARKETING ENVIRONMENT 

Marketing Environment – Micro and Macro Environment:- The thorough analysis of the 

marketing environment is essential for the organization in order to make identification of the 

opportunities & threats to the organization. The ability of the management to prepare & 

maintain profitable relationships 

with the target customers is 

affected by the factors & forces that 

are present in the marketing 

environment of the organization. 

In simple terms, ‘environment’ 

implies everything that is external 

to the organisation. Environment is 

what is outside the organisation. It 

is something that surrounds an 

enterprise. It is the sum-total of 

external factors within which the 

enterprise operates. 

It is made up of tangible and 

intangible factors both controllable 

and uncontrollable. It is made up of 

turbulence and tranquillity, science 

and technology, ethics, economic 

and political situations, attitudes, traditions, cultures, alliances and so on. To be very precise, 

it stands for the provision of inputs, both material and human and setting limits beyond which 

an organisation cannot go. Here, we are concerned with the marketing environment which 

consists of social, economic, ethical, political, physical and technological forces as depicted 
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in the fig. which is better known as the uncontrollable forces that act as the constraints on 

marketing decisions. 

I. SOCIAL FORCES: 

Sociological factors: For every marketing unit, the greatest asset is a permanent group of 

satisfied customers. Consumers are the part and parcel of society or the community. 

Consumers being social and rational animals, their life-style are deeply influenced by the 

social set-up. The social constitution or the conditions are bound to have deep influence on 

consumer taste, temperament, life and living. It goes without saying that the alert marketer 

cannot afford to neglect or underestimate these aspects. Thus, the needs, the desires, hopes 

and aspirations of the consumers can be understood in totality if the marketer has a thorough 

knowledge of the sociology of consumers. 

Psychological factors: The study of consumer behaviour is much more important than the 

number of consumer in the market because each consumer is unique. His behaviour, attitude, 

temperament, mentality and personality have their own say on what he wants and how his 

needs can be best satisfied. 

Anthropological factors: Anthropological factors are vital in noting the national and 

regional characters, cultures and sub-cultures and the patterns of living. In-depth study of 

these aspects will help the marketers in designing and implementing the advertising, sales-

promotion, direct selling strategies, packaging of products and pricing of products. 

II. ECONOMIC FORCES: 

As noted earlier, consumer is not only social animal but rational animal too. These economic 

forces take into account the economic influences. The components of economic forces are the 

factors of: 

(a) Consumers, 

(b) Competition and 

(c) Price. 

(a) Consumers: Consumer interest, progress and prosperity should be the aim of every 

economic activity. The marketer is to make available quality products, at reasonable prices, in 

sufficient quantities, at required time interval. The goods and services so made available by 

the marketing system must generate additional income by improving his physical and mental 

health. Thus, consumer welfare and protection should be the final aim of marketing as a sub-

system. 

(b) Competition: Competition is the breath of modern economic systems. Healthy 

competition is the cause of quality improvement, quantity multiplication and economy 

encouragement. On the contrary, unhealthy competition is harmful to the interests of 

consumers and producers too as it results in increased costs and wastes. 

(c) Price: Price is the determinant of the fate of the business house. It makes or mars very 

fortunes of the house. Pricing strategy is the big gun in the kit-bag of a marketing manager. 
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The pricing of a product or a service is a delicate issue. If it is too high, reduces the 

consumers and consumption and if it is too low, the producers and marketers are left in the 

lurch. Thus, the pricing to be determined must take into account the costs of production and 

distribution keeping in mind the decent return on investment and efforts of producers and the 

marketers. It also means that it cannot cross the limits set by the governmental rules and 

regulations. 

III. ETHICAL FORCES: 

The business community has the ethical responsibility while delivering the goods to the 

society. Of late, excessive profiteering, making quick money has forced some of the business 

people to disintegrate the ethical values from the business. Ethical degeneration has been 

bringing untold and unbearable miseries to the consumers resulting in physical and mental 

health problems. Non-standardisation as to quality, adulteration, imitation, giving false 

impression and soon have led to the consumer exploitation beyond the limits resulting in 

socio-economic pollution of minds and relations. 

IV. POLITICAL FORCES: 

Marketing environment has the brace of political framework in which the government of the 

nation works. It is the government that regulates the business activities as it is the custodian 

of the nation. Whatever the marketer is to decide, he will have to decide and act in the face of 

legal frame-work provided by the political party ruling the nation. In fact, what is to be 

produced, how much, of what quality, for whom, when and at what cost and at what price are 

to be determined by the policies of the government. 

The political and legal forces prevailing in country can be grouped into five captions 

namely: 

1. Monetary and Fiscal policies: Marketing systems are affected by the level of government 

spending, the money supply and its tax policies. 

2. Social legislation and Regulation: Legislation affecting the environment anti-pollution 

laws, protection of public life and the like. 

3. Governmental relationship with the industries: This relates the treatment given by 

government in case of industries and industrial units in terms of subsidies and penalties. This 

also speaks of the encouragement and discouragement through incentives and fines 

controlling and decontrolling. 

4. Legislation related specifically to marketing: There are many Acts and Laws 

specifically applied in the area of marketing—that affect the working of these units. To 

illustrate MRTP Act, 1919, Consumer Protection Act of 1986, Indian Sale of Goods Act of 

1930, Essential Commodities Act and so on. 

Here the marketing executives need not be lawyers but should be aware of the Acts and 

provisions affecting their area. These Acts may be central, state and local. 

 

 

 



D. Bhuvankumar   MM BBA IV SEMESTER 

Sanjeev Degree College  17 | P a g e  

 

V. PHYSICAL FORCES: 

The physical factors, here, refer to the physical distribution of goods and services. These refer 

to the creation of place and time utilities. The distribution system is to be so designed as to 

take into account product- consumers-time-location and process. It implies the in-depth study 

of cost and convenience involved in the process of physical distribution of products from 

producers to consumers. It deals with the logistics. It also means ecological forces-such as 

sky, land, seas, deserts, other water bodies. All these provide us definite inputs to produce 

goods and services. 

VI. TECHNOLOGICAL FORCES: 

Science and technology is always changing. This changing face of science and technology 

has impact on marketing environment. Change in technology means change in production 

and production possibilities, their manufacturing process, costs and qualities. This warrants 

change in marketing efforts too. It changes price structure, competition and the consumers. In 

turn, it affects governmental policies to restore equilibrium so distorted. 

Thus, video piracy has virtually ransacked the theatre cinema as each house is a mini theatre 

with video-cassettes. The STD telephone facilities have changed the pattern of government 

earnings. Sky television concept is going to change the existing system. Thus, new 

technology will mean new ideas, new products and new marketing efforts. This makes the 

marketer to run after a moving target than shooting a still target. 

In a nutshell, an agile marketer cannot afford to miss these minute yet far-reaching influences 

while designing and implementing the marketing strategy for his success and prosperity of 

the society at large. It is so because marketing enterprise is an open adaptive system working 

in the environment; it does not exist independent of the environment. It has interaction and 

interdependence with social, economic, ethical, political, physical and technological forces. 

His marketing strategy hovers round four Ps namely, Product-price- promotion and Place. All 

these four aspects are governed by the above forces cited. As these forces continue to develop 

and change they determine the changing requirements for the efficient and effective 

marketing plans, strategies and policies. Therefore, whatever the modern marketer is to 

decide, he will have to do so in the backdrop of these changing forces and act accordingly. 

His position is ever changing; what has happened in the past is not to continue, for what was 

yesterday has not been today and what is today is not going to be tomorrow. He has control 

over the four Ps and not on these external forces, and hence, he is to become more and more 

adaptive and creative to survive and survive successfully. 

1.11 MARKET SEGMENTATION 

Market segmentation is a process of dividing the entire market population into multiple 

meaningful segments based on marketing variables like demographics (age, gender etc), 

geographic, psychographics (lifestyle, behaviour) etc. Market segmentation in marketing is 

identifying a set of homogenous segments having similar needs, properties & demands which 

can be used by a company to sell their product/service more effectively. 
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Advantages of Market Segmentation: 

Market segmentation can have many benefits for companies which can benefit their business. 

Some are discussed below: 

1. Segmenting a market gives focus to company as it helps to understand the market 

better 

2. Unnecessary costs are avoided by efficient market segmentation as only the required 

population can be tapped 

3. Segmentation can help companies identify newer markets where existing products can 

be launched 

4. If certain overlapping markets are identified, companies can create new products to 

capture them 

5. Once proper market segmentation is done, after identifying target groups accurately, 

advertising & marketing can be more effective rather than having loosely created ad 

campaigns 

6. Homogeneous groups can themselves promote the products or services even more if 

they like it 

7. Systematic market segmentation helps in market expansion and also helps in customer 

retention 

Disadvantages of Market Segmentation: 

Apart from the several advantages, there are also certain drawbacks of market segmentation. 

Some disadvantages are: 

1. A company having multiple segments would have to cater to them separately i.e. 

more costs 

2. Giving products/ services to multiple segments can be a time-consuming process for 

companies 

3. If a company selects a wrong segment, their entire business can collapse 

4. Smaller clusters/ niche markets often get neglected in the bigger scheme of things 

Definition: 

According to Philip Kotler, “Market segmentation is the sub-dividing of market into 

homogeneous sub-sections of customers, where any sub-section may conceivably be selected 

as a market target to be reached with a distinct marketing mix.” 

According to Stanton, “Market segmentation consists of taking the total heterogeneous 

market for a product and dividing it into several sub-markets or segments, each of which 

tends to be homogeneous in all significant aspects.” 

Market segmentation is just the first step in a three-phase marketing strategy. After 

segmenting the market into homogeneous clusters, the marketer must select one or more 

segments to target. So the second step is target marketing, which is the process of evaluating 

each market segment’s attractiveness and selecting one or more segments to enter. 
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APPROACHES FOR MARKET SEGMENTATION 

Market segmentation being the key input in firm’s marketing planning process, the crucial 

issue is to how to identify these market segments. Unfortunately, there is no one best way of 

segmenting the markets. That is why; marketing managers are expected to examine a variety 

of segmentation criterion so as to identify those that will be most effective in defining their 

markets. There are two basic approaches to identify market segments. These are “Consumer 

characteristics” approach and “consumer response” approach as given in the following chart. 

 

A. Consumer Characteristic Approach: 

Consumer characteristic or personal segment bases measure in terms of geographic, 

demographic and psychographic features of consumers. These characteristics portray the 

consumer in terms of “Where they live?” “Who are they?” “How they behave?” 

Following is the brief explanation of each such consumer characteristic and its 

variables: 

1. Geographic characteristics: 

Historically the first and probably the most obvious basis for segmentation of markets have 

been geographic characteristics of people. Regional difference in consumer tastes for 

products as a whole are well-known. The sellers distinguish carefully among the regions in 

which they operate and select where they have comparative advantage. Thus, small retailer 

may distinguish between nearby or surrounding customers and distant customers or far-off 

one. A fertilizer dealer may have grouping as-urban and rural. A regional manufacturing 

company may have segments as in terms of zones say-North-South-East and West. A national 

manufacturer might have different sales territories in terms of States-Divisions- Districts-

Talukas-Cities and Towns. 

Though geographic segmentation helps the marketers to concentrate their efforts to the exact 

places, organisational, promotional and distributional efforts can be fruitfully utilized. 
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Consumers do not stick to a particular locality or a region. The geographic mobility changes 

consumer habits thus, cancelling the organisational set-up. 

2. Demographic and socio-economic characteristics: 

By far the most common approach to market segmentation has been the identification of 

buyer groups according to a selected demographic and socio-economic characteristic. 

Demography is the study of human population in terms of its size, density and distribution. 

These demographic and social-economic characteristic are-age group,-sex- family size, 

income, occupation level of education religion, ethnic status, Social class and the like. 

For instance, a marketing manager of a carpet manufacturing company might decide the 

market segmentation on such characteristics such as family income, size of the family and 

home ownership. Ideally, the manager would like to cross these tabulated variables to have 

clear twenty four possibilities if he has four income groups, three family sizes and two types 

of ownerships. Each family belongs to one of these twenty four segments. After weighing the 

profit potentiality, the manager can select the best one from his angle to his advantage. 

Although demographic and socio-economic segmentation tells the firm as to who is the most 

likely customer to buy the product or a service, it does not disclose about the brand he or she 

likes. 

3. Psychographic characteristics: 

Psychographics is a recent approach to market segmentation which has emerged as a major 

alternative to the traditional approaches. In a fundamental sense, it is not a different approach. 

It has been coined by Professor E. Denby who says that psychographics seeks to describe the 

human characters of consumers that have bearings on their responses to product’s packaging, 

advertising and public relations efforts of the unit. Psychographic characteristics include 

variables like personality attitudes and life- styles. Personality is the Individual’s consistent 

reactions to the world that surrounds him or her. The personality variables are-dominance, 

aggressiveness, objectivity, achievement, motivation and the like. These influence the buyer 

behaviour. The renowned example of this kind is the famous personality study conducted by 

American automobile industrialist in case of Ford versus Chevrolet cars. According to the 

study, Ford cars attracted the personalities with variables like “independent, impulsive, 

masculine, alert to change and self-confident”. 

Chevrolet cars, on the other hand, “conservative, thrifty, prestige conscious, less masculine 

and seeking to avoid extremes”. This applies to other consumer durable and non-durable 

items. Coming to life-style, it stands for the people’s activities, opinions and the sum-total of 

their interests and values. Thus, the customers can be grouped as Swingers who seek up-to-

date goods-they are past posed-hedonistic style; Status Seekers who try to buy goods that will 

reflect a high status in the society and the Plain Joes who seek ordinary, unfilled goods that 

do their job. 

B. Consumer Response Approach: 
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Unlike consumer characteristic approach, the consumer response approach believes in why a 

consumer buys a product than asking as to who is the consumer. Consumer response to the 

market offerings is much more important which can be made as the bases for segmentation. 

These responses are benefit, usage, loyalty and the occasion: 

1. Benefit response: 

Under this, the consumers are sub- divided into specific groups in relation to the various 

benefits that the buyer is seeking from a product in particular. These benefits sought differ 

from product to product. 

These benefits are-the aspects of efficiency, prestige, durability, economy or resale value and 

the like. The following exhibit clears this point in case of tooth pastes in India. 

Benefit sought Major brands 
Percentage of market 

share 
1. cosmetic 

White teeth – stop bad 

breath 

Colgate, Close-up 65% 

2. Therapeutic 

Fight gum troubles 

Forhans, Cibaca, Signal 26% 

3. Ayurvedic 

Without side effects 

Vicco Vajradanti, Neem 5% 

4. Others 

White teeth –virility 

Smokers, Dentobac 5% 

For instance, in case of tooth-paste, the benefits sought may be bright teeth, taste and low 

price. In case of an automobile the benefits sought may be the fuel efficiency, quality, and 

status and resale value. Segmentation based on benefits is usually most practical approach 

from a marketing stand point of view because of its close connection, product planning and 

publicity. Thus, a company can choose the benefit it wants to emphasize, create a product and 

deliver it by a direct message to the group seeking that benefit or set of benefits. However, 

choosing in benefit to emphasize is not an easy task. The firm must be damn sure that the 

stated benefit or set of benefits that the buyers seek are real ones. 

2. Usage response: 

The first departure from pure demographic segmentation is usage or volume response as a 

base for segmentation. Thus, the amount of usage of a particular product has its say among 

different consumer segments. Under this approach, the seller distinguishes the users as the 

Heavy, Medium, Light and Non-user of his product. Then he attempts to determine whether 

these groups differ in demographic and psychographic factors. Thus, the classification is into 

primary groups as Users and Non- users and Potential Users. Actual users are separated as to 

Heavy and Light Users where an attempt is made to determine the difference that exists 

between them. Naturally, he concentrates on Heavy User as they consume four to ten times 

the Light Users. 
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Non-user group is consisting of two types of people. One, those who generally do not use this 

product (Non-potential Users) and those who might use (Potential Users). Much caution 

should be exercised before writing off the people as Non-potential Users because, every rule 

has an exception. In fact, the seller should give thought to all the volume groups because, 

they present different opportunities. 

Here, Potential Users are those who do not use the product but who are not barred from its 

use for any functional, cultural or economic reason. Many a times, it may be the ignorance of 

the product or inertia or even a psychological resistance. However, these can be removed 

effectively. Thus, extensive information feed will kill ignorance; inertia will be eased by 

repetitive ads and psychological resistances by thematic ads. 

3. Loyalty responses: 

Loyalty response or product-space response is the latest base used for segmentation. It works 

on the fact that the consumers can differentiate between the products. That is, they create a 

product preference scale. That is, the buyers are asked to compare the existing brands of 

product and rate them as they perceive them based on their liking. Such attempt helps the 

seller in developing an ideal brand to which a sizeable group of customers is clustering. 

Later, these consumers can be sub-divided on the demographic or psychographic features. 

However, it is really very difficult to pin down correctly the loyalty. That way, every seller 

has consumers who are most loyal, moderately loyal and fickle-minded. There is no 

guarantee that the most loyal consumers are the heaviest users. Further, brand loyalty is very 

hard to measure because, it depends on the availability of competing products. Again, the 

reasons for faith in a particular product are too often too personal to take as the basis for 

effective segmentation. 

4. Occasion response: 

The earlier noted responses of loyalty, benefit and usage are one that varies according to the 

immediate situation. For this reason, the shrewd marketers use occasion response to 

determine which situations produce optimal consumption patterns for a given product. This 

sense of occasion is of top significance when it comes to the question of designing the 

marketing-mix. 

For instance, inexpensive local broiler chicken for daily dinner is fine but inappropriate for 

entertaining guests where costly ‘Venky’ chicken works wonders. For daily use most of them 

use common brand toilet soap cakes but for special occasions specific brands of toilet soap 

cakes are used. The experience has proved beyond doubt that it is possible to broaden the 

occasion response to product and, therefore, its demand. Thus, a traditional break-fast drink 

can be converted into a refreshing drink for any time of the day. Much depends on marketing 

creativity. In conclusion, it can be said that the marketer may proceed to segment his market 

in many ways. His goal is to delimit and determine the most decisive mode of segmentation. 

That is, the differences among the buyers that may be the most consequential in choosing 

among them or marketing to them. 
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The marketing segment strategy chosen is the key input to the marketing manager’s most 

vital decisions. Once, the manager has the sound understanding of markets to be approached, 

intelligent decisions about product, price promotion and place can be made. 

STEPS IN MARKET SEGMENTATION 

1. Identify the target market 

The first and foremost step is to identify the target market. The marketers must be very clear 

about who all should be included in a common segment. Make sure the individuals have 

something in common. A male and a female can’t be included in one segment as they have 

different needs and expectations. Segmentation helps the organizations decide on the 

marketing strategies and promotional schemes. Maruti Suzuki has adopted a focused 

approach and wisely created segments within a large market to promote their cars. 

Lower Income Group - Maruti 800, Alto 

Middle Income Group - Wagon R, Swift, Swift Dzire, Ritz 

High Income Group - Maruti Suzuki Kizashi, Suzuki Grand Vitara 

Suzuki Grand Vitara would obviously have no takers amongst the lower income group. 

The target market for Rado, Omega or Tag Heuer is the premium segment as compared to 

Maxima or a Sonata watch. 

2. Identify expectations of Target Audience 

Once the target market is decided, it is essential to find out the needs of the target audience. 

The product must meet the expectations of the individuals. The marketer must interact with 

the target audience to know more about their interests and demands. Kellogg’s K special was 

launched specifically for the individuals who wanted to cut down on their calorie intake. 

Marketing professionals or individuals exposed to sun rays for a long duration need 

something which would protect their skin from the harmful effects of sun rays. Keeping this 

in mind, many organizations came with the concept of sunscreen lotions and creams with a 

sun protection factor especially for men. 

3. Create Subgroups 

The organizations should ensure their target market is well defined. Create subgroups within 

groups for effective results. Cosmetics for females now come in various categories. 

1. Creams and Lotions for girls between 20-25 years would focus more on 

fairness. 

2. Creams and lotions for girls between 25 to 35 years promise to reduce the 

signs of ageing. 
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4. Review the needs of the target audience: It is essential for the marketer to review the 

needs and preferences of individuals belonging to each segment and sub-segment. The 

consumers of a particular segment must respond to similar fluctuations in the market and 

similar marketing strategies. 

5. Name your market Segment: Give an appropriate name to each segment. It makes 

implementation of strategies easier. A kids section can have various segments namely 

new born, infants, toddlers and so on. 

6. Marketing Strategies: Devise relevant strategies to promote brands amongst each 

segment. Remember you can’t afford to have same strategies for all the segments. Make 

sure there is a connect between the product and the target audience. Advertisements 

promoting female toiletries can’t afford to have a male model, else the purpose gets 

nullified.A model promoting a sunscreen lotion has to be shown roaming or working in 

sun for the desired impact. 

7. Review the behaviour: Review the behavior of the target audience frequently. It is not 

necessary individuals would have the same requirement (demand) all through the year. 

Demands vary, perceptions change and interests differ. A detailed study of the target 

audience is essential. 

8. Size of the Target Market: It is essential to know the target market size. Collect 

necessary data for the same. It helps in sales planning and forecasting. 

REQUISITES OF SOUND MARKETING SEGMENTATION STRATEGY 

Market segmentation has its own benefits and costs. The strength of it lies in better 

understanding of consumers for making intelligent marketing decisions and their 

implementation. The weakness of segmentation is evident from the inability of a marketer to 

take care of all segmentation bases and countless variables. The possibilities are so many that 

practically there may be one segment for each consumer as no two consumers are exactly 

similar. To optimize the benefits from market segmentation, every firm is to adopt five 

points’ criteria for effective segmentation. Requisites of sound segmentation strategy are 

spelled out very succinctly by Professor Martin. L. Bell of Washington University U.S.A. 

1. It is identifiable and measurable: The segment or the group of buyers must be clearly 

defined. That is, who is in segment? Who is outside the segment? After answering these 

questions, it is essential to get demographic, social and cultural data about segment members. 

These of data should permit the measurements of the size and importance the segment as a 

potential project of marketing strategy. Unfortunately, obtaining segment data is seldom easy 

especially when the segment is defined in terms of behavioural features. 

2. It gives evidence of adequate market potential: Either an actual or potential need must 

exist in order to segment that opens an opportunity. Actual needs are recognised needs-overt 

demands for existing goods and services. Potential needs can be transformed into perceived 

wants through education or persuasion. Potential needs are more difficult to ascertain than the 

actual needs. 
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Here, marketer is to develop strategies only for substantial segments-whether actual or 

potential. If the segment is too small to justify a separate marketing programme, it should not 

be used to develop segmentation. It is the purchasing power that represents a meaningful 

marketing opportunity that is likely to stem from either income or savings or credit as the 

case may be. 

3. It is economically accessible: Segmentation involves a search for enough similarity 

among buyers to permit the seller each search of these potential customers economically. For 

example, segment members could be concentrated geographically, may be shopping at the 

same store or may be reordering the same magazines. A segment based on motivational 

characteristics cannot be reached economically. If ‘Close-up’ tooth-paste makers attempt to 

reach a segment identified by the user’s desire enhances sex appeal, it may take up TV 

advertising. This message reaches both the intended and others. The cost per segment 

member is much higher in case of TV advertising. Anyway, a segment should allow mass 

media. 

4. It reacts uniquely to marketing efforts: A segment should make differential response to 

the marketing efforts put in. Different segments, unless they respond in unique ways to 

particular marketing efforts, hardly justify the use of a separate marketing programme. Put in 

other words, every efficient marketer is aiming at equal marginal response from the last unit 

of the marketing applied in each market. That is, all the segments must not result in same 

programme and levels of spending. Thus, a given segmentation, to be meaningful, should 

differ in their responses to marketing efforts. Differing responses will help in optimizing the 

marketing operations by changing marketing efforts and amount involved. 

5. It is relatively stable over a period of time: Marketing strategies are long-range plans 

that project three to five years into the future. Moreover, lead-time of up to a year often is 

needed to analysis market and to prepare a plan. Therefore, the segments that emerge rapidly 

and disappear just as quickly do not offer very good marketing opportunities for a firm that 

follows the generally accepted approach. Only highly innovative entrepreneurs can, at 

considerable amount of risk, attempt to serve these segments. It is only an exceptional case 

than a rule. 

6. It is dynamic: A final word of caution is to be given at this juncture. One should not 

conclude that once a company finds its segment, its problems will be solved forever. The 

marketing is changing constantly. The segments are to lose aggregations subject to 

modification. Technology, competition, perceptions and attitudes-all are volatile. Because of 

such changes, marketers must monitor the market constantly to detect the changes in it to 

adapt the strategy accordingly. That is nothing different than dynamic segmentation. 

1.12 TARGET MARKETING 

A company cannot concentrate on all the segments of the market. The company can satisfy 

only limited segments. The segments the company wants to serve are called the target market, 

and the process of selecting the target market is referred as market targeting. Market 

segmentation results into dividing total market into various segments or parts. 
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Such segments may be on the basis of consumer characteristics or product characteristics or 

both. Once the market is divided into various segments, the company has to evaluate various 

segments and decide how many and which ones to target. It is simply an act or process of 

selecting a target market. 

Definition 

Market targeting is a process of selecting the target market from the entire market. Target 

market consists of group/groups of buyers to whom the company wants to satisfy or for 

whom product is manufactured, price is set, promotion efforts are made, and distribution 

network is prepared. 

We can define the term as: Market targeting is a process of selecting the target market from 

the entire market. Target market consists of group/groups of buyers to whom the company 

wants to satisfy or for whom product is manufactured, price is set, promotion efforts are 

made, and distribution network is prepared. 

MARKET TARGETING STRATEGIES 

1. Undifferentiated marketing: 

There may be no strong differences in customer characteristics. Alternatively, the cost of 

developing a separate marketing mix for separate segments may outweigh the potential gains 

of meeting customer needs more exactly. Under these circumstances a company will decide 

to develop a single marketing mix for the whole market. There is absence of segmentation. 

This strategy can occur by default. Companies which lack a marketing orientation may 

practice this strategy because of lack of customer knowledge. It is convenient since a single 

product has to be developed. 

A company using an undifferentiated targeting strategy essentially adopts a mass-market 

philosophy. It views the market as one big market with no individual segments. The company 

uses one marketing mix for the entire market. The company assumes that individual 

customers have similar needs that can be met with a common marketing mix. 

The first company in an industry normally uses an undifferentiated targeting strategy. There 

is no competition at this stage and the company does not feel the need to tailor marketing 

mixes to the needs of market segments. Since there is no alternate offering, customers have to 

buy the pioneer’s product. Ford’s Model T is a classical example of an undifferentiated 

targeting strategy. Companies marketing commodity products like sugar also follow this 

strategy. 

Companies following undifferentiated targeting strategies save on production and marketing 

costs. Since only one product is produced, the company achieves economies of mass 

production. Marketing costs are also lower as only one product has to be promoted and there 

is a single channel of distribution. But undifferentiated targeting strategy is hardly ever a well 

considered strategy. Companies adopting this strategy have either been blissfully ignorant 

about differences among customers or have been arrogant enough to believe that their 
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product will live up to the expectations of all customers, till focused competitors invade the 

market with more appropriate products for different segments. Therefore companies 

following this strategy will be susceptible to incursions from competitors who design their 

marketing mixes specifically for smaller segments. 

Finding out that customers have diverse needs that can only be met by products with different 

characteristics means that managers have to develop new products, design new promotional 

campaigns and develop new distribution channels. Moving into new segments means that 

salespeople have to start prospecting for new customers. 

2. Differentiated marketing or multi-segment targeting: 

When market segmentation reveals several potential target segments that the company can 

serve profitably, specific marketing mixes can be developed to appeal to all or some of the 

segments. A differentiated marketing strategy exploits the differences between marketing 

segments by designing a specific marketing mix for each segment. 

A company following multi-segment targeting strategy serves two or more well- defined 

segments and develops a distinct marketing mix for each one of them. Separate brands are 

developed to serve each of the segments. 

It is the most sought after target market strategy because it has the potential to generate sales 

volume, higher profits, larger market share and economies of scale in manufacturing and 

marketing. But the strategy involves greater product design, production, promotion, 

inventory, marketing research and management costs. 

Another potential cost is cannibalization, which occurs when sales of a new product cut into 

sales of a firm’s existing products. Before deciding to use this strategy, a company should 

compare the benefits and costs of multi-segment targeting to those of undifferentiated and 

concentrated targeting. 

The car market is most clearly segmented. There are segments for small cars, luxury cars, 

sports utility vehicles, etc. Most car makers like General Motors, Ford, Toyota, Honda and 

others offer cars for all the segments. Though Toyota entered the US market with small cars, 

it eventually chose to operate in most of the segments. 

3. Focus or concentrated targeting: 

Several segments may be identified but a company may not serve all of them. Some may be 

unattractive or out of line with the company’s business strengths. A company may target just 

one segment with a single marketing mix. It understands the needs, and motives of the 

segment’s customers and designs a specialized marketing mix. 

Companies have discovered that concentrating resources and meeting the needs of a narrowly 

defined market segment is more profitable than spreading resources over several different 

segments. Starbucks became successful by focusing exclusively on customers who wanted 

gourmet coffee products. 
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The strategy is suited for companies with limited resources as these resources may be too 

stretched if it competes in many segments. Focused marketing allows R&D expenditure to be 

concentrated on meeting needs of one set of customers and managerial activities are devoted 

to understanding and catering to their needs. 

Large organizations may not be interested in serving the needs of this one segment or their 

energies may be so dissipated across the whole market that they pay insufficient attention to 

the requirements of this small segment. One danger that such niche marketers face is 

attracting competition from larger organizations in the industry if they are very successful. 

Companies following concentrated targeting strategies are obviously putting all their eggs in 

one basket. If their chosen segments were to become unprofitable or shrink in size, the 

companies will be in problem. Such companies also face problems when they want to move 

to some other segments, especially when they have been serving a segment for a long time. 

They become so strongly associated with serving a segment with a particular type of product 

or service, that the customers of other segments find it very difficult to associate with them. 

They believe that the company can serve only that particular segment. 

Companies which start with concentrated targeting strategy but nurse ambitions to serve more 

segments should make early and periodic forays into other segments. 

The idea is to avoid being labelled as the company which exclusively serves a particular 

segment. The association with one particular segment should not be allowed to become so 

strong that customers cannot imagine the company doing something else. 

Mercedes offers premium cars for the upper segment of the market only. It does not offer cars 

for the middle and lower segments. But Mercedes segments the premium segment and offers 

different cars for its different premium segments. 

Some companies are focused in another way. They focus on heavy users—the small 

percentage of customers that account for large share of a product’s sale. 

The problem with such a strategy is that all the major players would be targeting this 

segment, and hence serving this segment will involve high marketing expenditure, price 

cutting and low profitability. A more sensible strategy is to target a small, less attractive 

segment rather than choose the same segment that every company is after. 

4. Customized marketing: 

In some markets, the requirements of individual customers are unique and their purchasing 

power is sufficient to make designing a separate marketing mix for each customer a viable 

option. Many service providers such as advertising, marketing research firms, architects and 

solicitors vary their offerings on a customer to customer basis. 

They will discuss face to face with each customer their requirements and tailor their services 

accordingly. Customized marketing is also found within organizational markets because of 

high value of orders and special needs of customers. 
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Customized marketing is associated with close relationships between the supplier and 

customer because the high value of an order justifies large marketing and sales efforts being 

focused on each buyer. 

1.13 Product Positioning 

Product positioning is a creative exercise tried with every existing product. Product 

positioning is not what you do to a product; positioning is what you do to the mind of a 

prospect. That is, it is the act of positioning the product in the mind of prospect. It is an 

attempt to project different or refined or revised product image in the market than one that 

has been prevailing. It is the delicate task of relating a product to the market or a market 

segment. It is that method that emphasizes the product that proves attractive to the 

consumers. For instance, a two-wheeler manufacturer might engineer the product to be safer, 

more accommodative, and more fuel-efficient than those of competitors. 

Product Positioning Alternatives: A company which is to position or reposition its products 

has at-least four options which can be used to its individual advantage. These are: 

1. By making altogether different claim or USP: 

The company might have made an advertising claim earlier; now it can change it or it can be 

very much different from those made by competing firms. Thus, “Glindia’s product 

COMPLAN might have been introduced as complete planned food.” 

Now it can be introduced as “triple-action food drink, freshness in the morning, Energy 

during the day and Sound sleep during night”. It can be an effective positioning option as it is 

different from earlier one and than those of competitors. 

2. Highlighting the new product features: 

The company cans pin-point the unique product features not highlighted by the company or 

the competition firms so far. The Stag brand Sun and Rain umbrellas of Ebraham Kurrin and 

Sons of Bombay are famous in India and other neighbouring countries. The company has 

come out with ‘folding’ umbrellas that like take a space “6”x”2” almost likes a pocket torch. 

Again, head-grip umbrellas are introduced so that users can better use their free hands. 

3. By entering in new market segment: 

The company may promote a product in the market segment which was untouched so far by 

it, its competitors. For example, Saffola cooking medium is the finest example of this kind 

which is designed for upper middle class and rich class for those people who high levels of 

cholesterol in the blood and that “Saffola” is free from ‘saturated fats’ that reduces such high 

level cholesterol. 

4. By introducing a new package design: 

It is possible to equalize the product price and quality by competitors through homogeneity. 

Such an attempt leads to oligopolistic type of competition. Therefore, a price cut is an effort 
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to increase sales in one followed by the competitors. However, new package design is the 

strongest shield against such an attempt. 

Further, package of a product can be used in effort to extend the product life-cycle. Updating 

may help to give the pack a more contemporary image. New package features are perhaps; 

more important than product innovation itself, as it is an integral part of marketing strategy. 

Determinants of Successful Product Positioning: 

The marketing firm that wants to achieve a thundering success with its product positioning 

strategy should fulfil the following conditions. 

1. Design creative product proposition: 

Product proposition means the offer of benefits accruing from the use of the product. In other 

words, it concerns it-self with outstanding product features. The proposition to be perceived 

by the consumers is one that is desired by the firm proposing. 

The results of positioning are increased satisfaction to the users and profits to the sellers 

through increased sales. The product proposal is bound to be impressing and appealing than 

those of competitors if a novelty is shown via creativity. 

2. Existence of warranted competition: 

The positioning strategy is likely to be victorious in case there is competition warranting 

product positioning. Positioning is a strategy. Strategy is a counter-plan to meet the 

challenges of opponents in the field or any odd situation that has cropped up. 

Product positioning or repositioning is always done in response to the product positioning or 

repositioning done by competitors. So long as competitors are not coming in your way, you 

need not worry. In case they challenge your stand or position, then repositioning is a must as 

the only way out to survive and succeed. 

3. Sizeable and profitable market segment: 

Market segments must be large enough to make it profitable for a manufacturer or marketer 

to concentrate his resources on such as market. For example, it is possible to identify people 

who are likely to spend most of their waking hours in shopping and thinking about the ways 

they can save money. Though it is possible that such people exist in our community, it would 

be doubtful that their number is worth trying to reach them. 

Even if such neurotically price conscious people are existing in large number, there is one 

more problem with them. That is, how to identify them? Rather accurately? These are odd- 

men not fitting with other characteristics. 

In effect, therefore, a market segment must contain enough people to make a profitable 

market and must be identifiable in order to implement such a strategy. 

4. Sensitive market segment: 
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A sensitive market segment is one that receives the communication message transmitted by 

the company and reacts to it. That is, a segment should make differential response to the 

marketing efforts put in by the company. 

That is, the efficient marketer is aiming at equal marginal response from the unit of the 

marketing effort applied in each market. The communications designed especially for a 

segment must be understood; the company wants to consumers to understand or perceive. 

5. Adequate consumer behaviour information: 

Product positioning presupposes the availability of adequate, detailed and up-to-date 

information regarding the consumers, especially their behaviour. Basically, product 

positioning is one of the alternatives for matching the consumer self-image with the company 

product image. 

It is a matter of collecting, analysing and interpreting the consumer behaviour. The specific 

aspects of consumer behaviour can be-what they buy? Why they buy? Who does buying? 

How they buy? How much they buy? Where they buy? When they buy? In brief, it is the 

study of his decision to buy and how the company can convince him of the company product 

in meeting the consumer needs. 

The Steps in Product Positioning: 

The task of product positioning consists of three basic steps as coined by Professor Philip 

Kotler, namely: 

1. Identifying potential competitive advantages. 

2. Choosing the right one and 

3. Signalling the competitive advantage. 

Following is the brief outline of these steps: 

1. Identifying potential competitive advantages: 

The first step is to identify a set of possible competitive advantages to exploit. A company 

differentiates itself from its competitors by consolidating competitive advantages. A 

competitive advantage is the value that a firm is able to create that exceeds the cost of 

creating it. In other words, value is what the consumers are willing to pay for. 

This stems from offering products at lower prices than the competitors for same quality or 

same package of benefits or providing unique benefits much more than the price paid. There 

are two basic types of competitive advantage namely, cost leadership and product 

differentiation. 

 

2. Choosing the competitive advantages: 
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The next step is to choose the right one or ones among those available. A company may have 

several competitive advantages for a given product. Some of these can be kept away as not 

compatible with the company cost structure or company profile. Here, the company compares 

the company standings on such competitive advantages vis-a-vis the competitor. 

Let us take both the firms are compared on four advantages like technology, cost quality and 

service. As per the analysis, in technology-both may be equal; in cost competitor is better off; 

in quality firm may be better off than the competitors; in service the company may be better 

off. This indicates that firm should harp on cost as in other areas it has advantage. 

The company can have good positioning if it speaks of service, quality, technology and cost-

the soft-corner. 

3. Signalling the competitive advantage: 

The last phase is that the company is to signal effectively to the market the firm’s positioning 

concept. The company should take specific steps to build advertise the competitive advantage 

it has; it should not be taken for granted that it percolates automatically in the market. If the 

company is harping on cost, it should say that it is the cost-leader. 

Errors in Product Positioning: 

Positioning the company or the product warrants concrete action. The success is the outcome 

of deeds and words by manifesting its market position. A wise company avoids three major 

positioning errors. 

These are: 

1. Error of under-positioning: 

This error occurs when the company discovers that the buyers have vague idea of what the 

company really stands for. They look at it as just another company. 

2. Error of over-positioning: 

The buyers perceive the company too narrowly. Thus, a buyer might have an impression that 

say Indian Glass Company makes fine glass in the rate of Rs. 5,000 and up a ton though it has 

been making fine glass starting from say Rs. 5,000 a ton. 

3. Error of confused positioning: 

Here, the consumers are totally confused image of the company. If you ask Maruti car buyers, 

some say it is well engineered and some say it is very poorly engineered; it is good for long-

run-some say it bad for long-run; some say it is safer while others say most unsafe can and so 

on. 
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2.1 INTRODUCTION 

Product is one of the important elements of marketing mix. A marketer can satisfy consumer 

needs and wants through product. A product consists of both good and service. Decisions on 

all other elements of marketing mix depend on product. For example, price is set for the 

product; promotional efforts are directed to sell the product; and distribution network is 

prepared for the product. Product is in the center of marketing programme. Therefore, 

product has a major role in determining overall success of marketing efforts. 

A marketer tries to produce and sell such products that satisfy needs and wants of the target 

market. Other words used for product are good, commodity, service, article, or object. In 

marketing literature, product has comprehensive meaning. 

Definitions: 

Philip Kotler: “Product is anything that can be offered to someone to satisfy a need or a 

want.” 

William Stanton: “Product is complex of tangible and intangible attributes, including 

packaging, colour, price, prestige, and services, that satisfy needs and wants of people.” 

Alderson defines, “A product is a bundle of utilities consisting of various product features 

and accompanying services.” Stanton defines, “A product is a set of tangible and intangible 

attributes, including packaging, colour, price, manufacturer’s prestige, retailer’s prestige, and 

manufacturer’s and retailer’s services, which the buyer may accept as offering satisfaction or 

wants or needs.” 

Levels of product 

No matter how well costs are driven or held down, no product can be profitable unless it 

sells. Therefore all products must satisfy customer needs and wants. As all customers are 

different and seek different benefits from products, businesses would ideally tailor their 

products to satisfy each customer's wants and needs. However, for many businesses this is 

not achievable, so they need a way of classifying products in a structure aligned to customer 

segments, as defined by their needs and wants. The more flexibility a business has to 

configure products to different customer segments at minimal cost, the more segments they 

can target with the core product. Which is why it is vital to develop new products with 

flexibility as a key feature. Philip Kotler, an economist, devised a model that recognises 

customers have five levels of need, ranging from functional or core needs to emotional needs. 

The model also recognises that products are merely a means to satisfy customers' varying 

needs or wants. He distinguished three drivers of how customers attach value to a product: 

 Need: a lack of a basic requirement. 

 Want: a specific requirement of products to satisfy a need. 

 Demand: a set of wants plus the desire and ability to pay for the product. 
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Customers will choose a product based on their perceived value of it. Satisfaction is the 

degree to which the actual use of 

a product matches the perceived 

value at the time of the purchase. 

A customer is satisfied only if the 

actual value is the same or 

exceeds the perceived value. 

Kotler attributed five levels to 

products: 

The five product levels are: 

1. Core benefit:  

The fundamental need or 

want that consumers 

satisfy by consuming the 

product or service. For 

example, the need to 

process digital images. 

2. Generic product: 

A version of the product 

containing only those attributes or characteristics absolutely necessary for it to 

function. For example, the need to process digital images could be satisfied by a 

generic, low-end, personal computer using free image processing software or a 

processing laboratory. 

3. Expected product: 

The set of attributes or characteristics that buyers normally expect and agree to when 

they purchase a product. For example, the computer is specified to deliver fast image 

processing and has a high-resolution, accurate colour screen. 

4. Augmented product: 

The inclusion of additional features, benefits, attributes or related services that serve 

to differentiate the product from its competitors. For example, the computer comes 

pre-loaded with a high-end image processing software for no extra cost or at a deeply 

discounted, incremental cost. 

5. Potential product: 

This includes all the augmentations and transformations a product might undergo in 

the future. To ensure future customer loyalty, a business must aim to surprise and 

delight customers in the future by continuing to augment products. For example, the 

customer receives ongoing image processing software upgrades with new and useful 

features. 
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Product Characteristics: 

Anything to be called as a product has certain characteristics both explicit and implicit. To 

have clear-cut understanding of the product concept, it is but essential to note these 

characteristics. These have been very nicely presented by Professor Sturtevant and his 

associates in their title Managerial Analysis in Marketing. Following the brief outline of these 

features: 

A. Explicit Characteristics: Explicit product characteristics are those the perception of 

which is reasonably uniform among the observers. That is, there is a common agreement as to 

both the existence and the nature of these attributes. 

There are five such attributes: 

1. Physical configuration: Most obviously, product is a bundle of physical stuff. It is made 

up of certain materials wood, plastic, glass, stone, metal, etc., related in a particular way. 

Every product has its own shape, size, density, odour, taste, texture, colour, weight and host 

of other such physical attributes. 

On the basis of its physical attributes, it has an apparent function or set of functions to 

perform. Thus, a claw-hammer is a proficient instrument for driving and pulling nails. It may 

also function as a widow’s defence against prowlers. 

2. Associated services: Products are sold with the common understanding that the seller will 

render associated services in case of each product. These are before and after-sale services. 

‘Before-sale’ services are its demonstration, credit-facilities available and the ‘after-sale’ 

services are its delivery, installation, making available spare-parts, repair services to maintain 

the operating condition of the product and warrantees expressed or implied. 

3. Package and brand name: It is useful to consider package as the part of product, because, 

it is sometimes difficult to separate a product into ‘contents’ and ‘package’. For instance, 

aerosol shaving creams, deodorants, cleansers, photograph records because, the jacket 

depicted the artist and his friend (female) in the nude, may enjoy a remarkable demand. 

Further, brand or brand name is the intrinsic to product. A brand stands for a product. You 

need not name the product name it by brand. When we say, ‘Dun-Hill’ it does not stand for 

any eatable or a drink but a smoking stuff-‘. ‘Colgate’ for paste; ‘Ceat’ for tyres; ‘Savlon’ for 

after-shave lotion and so on. 

4. Product mix: These points out the relationship to other products sold by the firm or made 

and sold by the firm. That is, a given product is the part of a set of products offered for sale 

by a particular seller bears and how both the seller and the buyer consider it. A seller 

considers the width, depth and consistency of products offered. ‘Width’ refers to how many 

different product-lines; ‘depth’ stands for the average number of items within each product-

line and the ‘consistency’ means the similarity among the product lines. Similarly, consumer 

does not think of a single product in isolation as he knows that the producer makes other 

products too. 
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5. Product-life-cycle: At any point time, a product can be located in some stage of its 

existence. Through time, the industry sales of a given product follow a characteristic pattern 

of increasing at first slowly, then at increasing rate, then at decreasing rate and finally 

absolute sales begin to decline. 

The time required for each of these stages varies widely among the products. The product 

life-cycle made up of introduction growth maturity and decline has its own implications for 

the producers and the consumers. 

B. Implicit Characteristics: The explicit product characteristics are seller oriented as they 

define the parameters. When one considers the product from the view point of consumer, 

these are not explicit. \Each person sees the product in somewhat different and, therefore, 

unique way. What is the perception of one man is not the same in case of another. 

His disagreement is the point. These disagreeing points can be called as implicit product 

characteristics. 

There are four such features: 

1. Product symbolism: Product is the cluster of symbols. Among other things, a product is a 

symbol by virtue of its form size colour and functions. It is and it has significance which 

varies according to how much it is associated with individual needs and social interaction. 

A product is the sum total of meanings it communicates when others look at it or use it. It 

may be status symbol of economy of performance of achievement and so on. 

2. Communication media: Because a product is the cluster of symbols, it is a bundle of 

communication also. Of course, what this information is, determined by the consumer’s 

personal interpretation of the symbols, and mediated by his culture groups and group 

influences and personality. 

Every product says something about it, itself. Product is a story teller of what it is? Why for it 

is used? At what rate? Made by whom? Where it is available? And so on. A piece of 

information is there with a product given or hidden. 

3. Product perception: How products are perceived by consumers is not easy itself. 

Perception is really critical to a product’s market viability and perceptual process is central to 

the meanings consumers attach to a given product. Perception is the physio-psychological 

process. Composing of a sequence of becoming aware of some cue in the environment, 

sending sensed message to brain that does the work of comparing cue with stored meanings. 

For instance, when a cup of tea is placed before you, you have a cue say of taste odour-colour 

or texture. The senses send message to your brain to compare the sensed cue with stored 

ones; comparison gives you an answer say, it is ‘Brook Bond ‘or ‘Lipton’ or ‘Tata’ and so on. 

This perception of consumer will help the producer to develop the relevant product. Relevant 

product is a product that is perceived and perceived as intended by its sellers because, it is 

relevant to the realized or aspired to the behavioural pattern of those people comprising of 

market. 
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4. Product evaluation: Truly speaking, it is impossible to separate the perception of product 

from its evaluation, both conceptually and operationally. Though, theoretically separable, 

they occur simultaneously. Along with the perception, evaluation implies the invocation of a 

set of criteria to determine expected satisfaction. It is comprising the ‘efforts’ involved and 

‘rewards’ received by the consumer. 

Thus, efforts may be necessary search for the product and price as they affect his pocket; the 

evaluation may be of rewards functional, psychological that he gets in return. Here, 

evaluation differs from individual to individual and time to time in case of same individual. 

Thus, every product has both explicit and implicit characteristics. The marketing manager is 

to be clearer about implicit characteristics than those of explicit because, one does not have a 

uniformity in reactions and answers. Further, the aim is to have ‘relevant’ product which is 

possible to identify and make only if the marketing manager and his team succeed in catching 

perfectly as to what is ‘relevant’. 

2.2 PRODUCT CLASSIFICATION: 

The commodity approach to the study of marketing gives the two possible broad 

classifications of products namely traditional and the modern. 

A. Traditional Product Classification: 

The traditional classification has three alternatives as: 

1. Consumer and Industrial products. 

2. Durable and Non-durable products. 

3. Convenience, Shopping and Specialty goods. 

1. Consumer and Industrial products: 

Consumer products are those which are meant for the consumption or final use of consumers 

or households. These are the products which are used without further commercial processing. 

In other words, consumer goods are meant for personal and non-business use. On the other 

hand, industrial goods are those which are used by business buyers as inputs for further 

commercial processing. Thus, shampoo, biscuits, watches, two-wheelers are consumer goods 

while, raw-materials, spare-parts, supplies and equipment or machinery are industrial 

products. This classification cannot be called as clear-cut because, a particular product may 

be consumer or industrial depending on the use for which it is put. Thus, milk used for 

drinking is a consumer product, while it is industrial if used in biscuit manufacturing or 

making milk-powder. However, the buying motives, approaches and attitudes differ in case 

of these two classes of products. In case of consumer products, the buyer is more impulsive 

than rational. In case of consumer product, consumer gives more significance to outward 

product attributes than in case of industrial goods. Therefore, mere the purpose of buying 

should not be the only basis. 
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2. Durable and non-durable products: 

Both the consumer and industrial products can be further classified as durable and non-

durable products. Durable products are those tangible products that last longer or they do not 

get exhausted even after repeated use. For instance, the chair on we sit, the cars we drive, the 

refrigerators we use, the utensils we have in kitchen do not get exhausted overnight. On the 

other hand, non-durable products are those which get exhausted with a single or a few uses. 

For instance, food- items we eat, the soft-drinks we drink, the soaps, pastes, paper we use are 

of this kind in this area. This is just an alternative classification as to the first or can take a 

secondary classification if we like the first one as the primary classification. 

3. Convenience, shopping and speciality products: 

It was Professor Melvin T. Copeland of Harvard Business School who classified consumer 

goods as convenience, shopping and speciality products based on the nature and extent of 

shopping efforts put in by the consumers. “Convenience” goods are those products which are 

bought with the minimum of efforts, at short notice and from convenient location. These 

products have the features such as purchase at convenient location full knowledge of product 

enjoy continuous and regular demand small lot purchases highly standardized keen 

competition among producers and are perishable in nature. The examples are all those articles 

sold by grocers a wide range from cigarettes to medicines like soaps, cosmetics, bakery 

products, gasoline, staple hardware products, paper and so on.  

“Shopping” goods are those where consumers devote considerable time in making selection 

of those before they buy. The consumers want to compare a quality, price and style in several 

shops before they buy. The basic features of these products are they are durable, higher unit 

price, comparison in selection, pre-planned purchase, existence of exclusive stores. 

The examples of this kind are office and household furniture, automobiles, audio and audio-

visual sets, refrigerators, sewing machines, jewelleries, millinery products and the like. 

“Speciality” goods are those which enjoy certain special features and special efforts are 

made in their purchase. These products have unique characteristics and brand identification 

calling for special efforts. The special features are full knowledge of products, bias on a 

particular brand, limited demand, and high unit price. The examples of this type are wrist-

watches, wall- clocks, transistors, radio-sets, cameras, two-in and three-in ones, cars, shoes, 

goggles, cloth, ties, and musical door-bells and so on. This traditional classification of 

products has its own limitations. First, this classification classifies the products into discrete 

classes by placing all products into one of these classes which is not always possible. Thus, a 

product can be classified as convenience, shopping and speciality product. For instance, 

‘Coconut Crunchy’ biscuits may be classified as either convenience, or shopping or speciality 

product depending on the merit of each situation and perception. Secondly, the classification 

should take into account product characteristics in addition to the shopping efforts put in. 
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B. Modern Product Classification: 

The limitations of traditional classification of products led to further refinements. Of all the 

possible refinements that stood the test of time is one which was suggested by Mr. Leo V. 

Aspinwall of University of Colorado. His classification is most widely used today as an 

alternative to that of Professor Melvin T. Copeland. His classification is three pronged. First, 

it spots the products on a continuum and not on discrete classes. Secondly, it considers five 

product characteristics unlike two. Thirdly, it identifies products classified by colours as red, 

orange and yellow. 

Following is the outline of the modern classification, characteristics- wise: 

1. The continuum: The modern product classification spots all the products along the 

continuum with two basic characteristics at each end of the continuum. Accordingly, any 

product falling between these two ends has some combination of these two basic types. 

Therefore, product may be spotted at the centre of the continuum or near one of the ends of it 

depending on the mix or combine of its characteristics. 

Following is the continuum: 

Product features Red goods Orange goods Yellow goods 

1. Replacement Rate High Medium Low 

2. Gross Margin Low Medium High 

3. Adjustment Low Medium High 

4. Time of Consumption Low Medium High 

5. Search Time Low Medium High 

2. Product characteristics: Five product characteristics are identified in spotting the 

products along the continuum. 

 (a) Replacement rate: It signifies the rate at which a product is purchased and consumed by 

users in order to provide the satisfaction a consumer expects from a given product. 

(b) Gross margin: It represents the difference between the paid in cost and the final realized 

sales price by the seller. 

(c) Adjustment: It speaks of the amount of services applied to goods in order to meet the 

exact needs of the consumer. 

(d) Time of consumption: It marks the measured time of consumption during which the 

good gives up the utility desired. 

(e) Searching time: It stands for the measured average time and distance between the 

consumer and the retail outlets. 
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3. Coulared product names: He has named the classified products as per colours as ‘red’, 

‘orange’ and ‘yellow’. Red products are those that have high replacement rate and low gross 

margin, adjustment, time of consumption and search time. On the other hand, yellow goods 

are those which enjoy low replacement rate, high gross margin, adjustment, time of 

consumption and search time. In the middle we have orange goods that enjoy these five 

characteristics neither high nor low but medium. Thus, red goods may be convenience goods, 

yellow goods may be shopping goods and specialty goods. The orange goods may be those of 

these between two extremes fulfilling combined features. 

Industrial Goods: 

Industrial goods classification is based on how industrial buyers retard products and on how 

products are to be used. That is, the classification is not based on buying habits or impulses 

but the use for which they are put. 

Accordingly, industrial products can be classified into six categories as Installations, 

Accessory equipments, Raw materials, Component parts and materials, supplies and services 

as given by Professor David W. Cravens, Professor Gerald E. Hill and Professor Robert B. 

Woodruff. 

Installations: These are expensive capital items that do not become part of the final product 

but are expanded, depleted or worn-out during years of use. These include plants, buildings 

and other custom-made standard major equipment. These are immovable once installed. 

Accessory Equipments: These comprise of tools and equipments or instruments and 

appliances that facilitate production of office activities such as lift-trucks, trolleys, drills, 

spanners, exhaust-fans, jacks, pincers, hammers, pliers, saws, type-writers and so on. Like 

installations, these are capital items that do not become part of the final product, but they are 

usually inexpensive and short-lived than the installations. Mostly these are movable. 

Raw Materials: These are the basic commodities such as logs, ores, sand, and sea products 

such as fish, oysters, shrimps that are processed only as needed for safe, convenient and 

economical transport handling to reach the next processing stage or the place of end-use. Raw 

materials become part of final product losing original entity. 

Component parts and materials: These are the items that have already undergone 

processing to meet buyer specifications. Component parts are ready or nearly ready items to 

be assembled into a final product. The examples are car batteries, tyres, tubes, bulbs, small 

motor castings and the like. On the other hand, component materials require further 

processing. Thus, paper, cement, glues, fibre may be needed in assembly. 

Supplies: Supplies include items of repairs, maintenance and operation. These are less 

expensive items and are continually used up and these do not become part of the final 

product. These supplies may be factory supplies. The examples of factory supplies are 

greases, glues, belt-fasteners, paints, nails nuts and bolts, oils, cotton waste, and wash-room 

supplies. On the other hand, the examples of office supplies are papers, pens, clips, pencils, 

carbons, inks, refills, lubricating oils, tags, cleaners and the like. 
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Services: Services are usually those made available by specialists in support of firm’s 

operations. These services are provided by engineering consultants, maintenance contractors. 

Services are intangibles and are expensive and are normally made available under service 

contracts. 

Service as Product: 

A service is an intangible product involving a deed, performance, or an effort that cannot be 

physically possessed. Dominant component is intangible. 

Like primary and secondary sectors, service (tertiary) sector also plays an important role for 

the economic development of a country. According to economists like Colin Clark, Simon 

Kuznets etc., the development of a country depends on the performance of the service sector. 

In a modern economy the share of primary sector towards national income is gradually 

reducing, whereas; the shares of secondary and tertiary sectors are improving day by day. In 

1950-51, the contribution of service sector in national income was 34%, which rose up to 

48.5% in 2000-01. Service sector mainly includes transports and communications, banking 

and insurance, education, health etc. 

Features of Services: 

1. Intangibility: A physical product is visible and concrete. Services are intangible. The 

service cannot be touched or viewed, so it is difficult for clients to tell in advance what they 

will be getting. For example, banks promote the sale of credit cards by emphasizing the 

conveniences and advantages derived from possessing a credit card. 

2. Inseparability: Personal services cannot be separated from the individual. Services are 

created and consumed simultaneously. The service is being produced at the same time that 

the client is receiving it; for example, during an online search or a legal consultation. Dentist, 

musicians, dancers, etc. create and offer services at the same time. 

3. Heterogeneity (or variability): Services involve people, and people are all different. 

There is a strong possibility that the same enquiry would be answered slightly differently by 

different people (or even by the same person at different times). It is important to minimize 

the differences in performance (through training, standard setting and quality assurance). The 

quality of services offered by firms can never be standardized. 

4. Perishability: Services have a high degree of perishability. Unused capacity cannot be 

stored for future use. If services are not used today, it is lost forever. For example, spare seats 

in an aeroplane cannot be transferred to the next flight. Similarly, empty rooms in five-star 

hotels and credits not utilized are examples of services leading to economic losses. As 

services are activities performed for simultaneous consumption, they perish unless consumed. 

5. Changing demand: The demand for services has wide fluctuations and may be seasonal. 

Demand for tourism is seasonal, other services such as demand for public transport, cricket 

field and golf courses have fluctuations in demand. 

6. Pricing of services: Quality of services cannot be standardized. The pricing of services are 

usually determined on the basis of demand and competition. For example, room rents in 

tourist spots fluctuate as per demand and season and many of the service providers give off-

season discounts. 
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7. Direct channel: Usually, services are directly provided to the customer. The customer 

goes directly to the service provider to get services such as bank, hotel, doctor, and so on. A 

wider market is reached through franchising such as McDonald’s and Monginis. 

1.3 DIFFERENCES BETWEEN PRODUCT AND SERVICE 

BASIS FOR 

COMPARISON 

GOODS SERVICES 

Meaning Goods are the material items that 

can be seen, touched or felt and 

are ready for sale to the customers. 

Services are amenities, 

facilities, benefits or help 

provided by other people. 

Nature Tangible Intangible 

Transfer of ownership Yes No 

Evaluation Very simple and easy Complicated 

Return Goods can be returned. Services cannot be returned 

back once they are provided. 

Separable Yes, goods can be separated from 

the seller. 

No, services cannot be 

separated from the service 

provider. 

Variability Identical Diversified 

Storage Goods can be stored for use in 

future or multiple use. 

Services cannot be stored. 

Production and 

Consumption 

There is a time lag between 

production and consumption of 

goods. 

Production and Consumption 

of goods occurs 

simultaneously. 

1.4 Product Mix 

A product mix is also referred to as a product assortment. It is the full range of products 

offered by a firm. As discussed in another article on this website, firms will have sets of 

products in what is known as a product line. Large firms would generally offer several 

product lines to the marketplace – such as Coca-Cola with soft drinks, juices, water, sport 

drinks, and so on. Under each product line they offer a variety of different products. 

Philip Kotler: “A product mix is the set of all product lines and items that a particular seller 

offers for the sale to buyers.” 

William Stanton: “The product mix is the full list of all products offered for the sale by the 

company.” Thus, product mix means total number of products items offered by the company. 

For example, HMT Company produces watches, machines, tractors, plants, tools, and 

equipment’s, and many other products. In each product group, a number of varieties are 
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offered. The set of all these products (main range) and product varieties in each range can be 

said as product mix. 

Product Mix Dimensions: 

i. Product Mix Length: It refers to the total number of items (in all the product lines) in 

product mix. For example product mix of Bajaj Company has more than 100 items in various 

product lines, such as fans, bulbs and tubes, heaters, motorbikes, shooters, rich-show, 

processing machines, and many other ranges. 

ii. Product Mix Width or Breadth: It indicates the total number of product lines a company 

carries. For example, two wheelers (including various models) constitutes one of the product 

lines of Bajaj Company. 

iii. Product Mix Depth: It refers to a number of varieties in forms of sizes, colors, and 

models offered within each product line. It can be said as the average number of product 

items offered by the firm in each product line. 

iv. Product Mix Consistency: It refers to degree to which different product lines are related 

in one or other ways. It indicates how closely various product lines are related. The 

consistency can be judged on the basis of production requirements, uses of products, 

distribution channels, or some other ways. For example, product lines of Philips India Ltd., 

include radios, bulbs and tubes, different television sets, VCR, CD-DVD player, tape 

recorders, etc., can have higher consistency. While Hindustan Machines and Tools produce 

wrist watches as well as tractors, it is called inconsistent product mix. 

1.5 Product-Line: 

Philip Kotler: “Product line is a group of products that are closely related because they 

function in a similar way, are sold to same customer groups, are marketed through the same 

type of outlets, or fall within given price range.” Thus, product line is the group of similar 

products. The similarity may be seen in one or more ways. Product line consists of product 

items belonging to same class. 

It is a group of products that are related in some way by being alternatives to fulfilling the 

same customer need, by being marketed to the same target markets or through the same 

distribution net-work or by being in a common price category. A product-line is a group of 

closely related products which are able to satisfy a class of need, to be used together, to be 

sold to the same customer groups, to be moved through the same distribution channels, or fall 

within a given price range. It refers to a group of products that are closely related either 

because they satisfy a class of need or are used together, are sold to the same customers, are 

marketed through same type of outlets or fall within the price range or that are considered a 

unit because of marketing, technical or end-use considerations. 

In precise terms, a broad group of products which are designed essentially for similar uses 

and possess reasonably similar physical characteristics constitute a product-line. Thus, baby 

product-line of Ponds India stands for toiletries, vaporizers, nursery equipments and baby 
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clothes. Thus, TTK’s ladies product-line includes bras, panties, tops, nighties, napkins, 

kerchiefs, sanitary napkins, hooks, zips, buttons, threads, needles and so on. Similarly, Zodiac 

India cares for men for ready shirts, pants, ties, cuff-links, vests, briefs, kerchiefs, belts, 

wallets and so on. Camlin India is known for stationery of any kind, for any age group and 

any purpose or any purse. 

Product-line again is a dynamic concept because a given product-line may not and cannot 

satisfy the consumer needs for longer. This warrants a modification or change in the existing 

product-line. Modification of product-line implies contraction expansion, changing models 

and quality standards. Product-line ‘contraction’ or simplification’ is the method by which a 

fat or a long product-line is thinned out. Normally an unprofitable product is eliminated; even 

a less profitable product can be eliminated if resources can be better utilized by switching 

over to other products. 

Product-line ‘expansion’ stands for adding new products to the existing list. The reasons may 

be the exploitation of marketing opportunities. Even the more profitable products may be 

taken. Such an addition may speak of width or depth. Thus, a company may go in for new 

products from textiles to food products, fertilizers, cosmetics or pharmaceuticals. It may take 

up in cosmetics say, new varieties of shampoos, soaps, after shave lotions, hair-oils, face 

creams and powders. 

Changing the ‘model’ or the ‘style’ of the existing products is another wise device of product 

modification. New models or styles help in meeting the ever-changing needs of consumers. 

Thus, each firm brings about improved model of his earlier product, be it a calculator or a dry 

cell or an automobile or a man-made fibre cloth. Changing the ‘quality’ standards of the 

existing products is another way of product-line modification. Quality needs of consumers 

differ widely and, hence, it becomes essential to bring about quality variations. Quality 

variations are possible in two ways as upward and downward. This is achieved through 

‘trading up’ and ‘trading down’ approaches. ‘Trading up’ is the act of adding a high priced 

prestigious product to the existing product-line with a view to increase the sales of currently 

available low priced product. 

We come across the case of the use of labels ‘Export Quality’ in case of consumer durables 

and non-durables. It is a strategy most matching to the requirements of a manufacturer who is 

well-known for low quality product or products so far. Thus, makers of Sumeet mixers have 

come out with Sumeet Sp 16 vis-a-vis normal Sumeet grinder-mixer. Here, consumers are 

persuaded to go in for high priced product from low priced one. The firms may be willing to 

exchange old low priced products in exchange for new high priced one with additional 

payment. This is also done by Godrej in case of electronic type-writers, Hawkins and Prestige 

in case of pressure cookers and makers of television sets sewing machines and so on. 

On the other hand, ‘trading down’ is an approach where a manufacturer of high quality 

products encourage his customers to go in for low quality products, naturally making them 

available at lower prices than before. The obvious reason of ‘trading down’ is to widen the 

market for the product. This strategy is a success in case of a manufacturer who is known for 

high quality products already. Thus, sound gadgets of Sony, Hitachi, San Sui, Philips have 
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become a much lower priced as compared to the past. Thus, Videocon sound system is 

available for say Rs. 7,000/- as against the original earlier prices of Rs. 10,000/- . Earlier, the 

spare parts were metallic but now replaced by plastic and silicon. Take another example of 

100 cc two wheelers in place of 150 cc or 200 cc of earlier models. The prices have come 

down because of lower quality standard pattern adopted. 

Main characteristics of product line can be listed as: 

1. Product line consists of closely related product items. Difference is only found in 

terms of colour, size, shape, model, performance, weight, and capacity. 

2. It is a compose of various similar items. 

3. Product items are complementary to one another. For example, tube, tyre, and related 

materials. 

4. There is difference in price. For example, Hero Honda charges different price for 

different models. 

5. The purpose of offering similar items in each of the product line may be to attract 

customers by offering more varieties, and to create a good image or reputation. 

6. Different items of a product line can be manufactured using same technology and/or 

inputs. 

7. Product items in each of the product lines are distributed in same distribution channel. 

That is, similar outlets market them. 

8. Product items in each product line function in same manner. They need same 

technical skills to use them. 

9. They are sold to similar customer groups. They satisfy needs of the same groups. 

10. They have more or less same use or utility. They are used for the same purpose. 

1.6 Product-Mix Decisions 

1. Product line Addition or Deletion: 

A firm may add or delete existing ones or do both in the existing product lines. The firm may 

also upgrade its technology and use upgrades its technology or may decide to stretch product 

line downwards a more simple technology. Thus, in case of Bajaj Electricals, when it decided 

to launch the state of the art washing machine in collaboration with a in multi-national it was 

wrong up in technology. This is called as stretching the product line upwards. If meant that 

Bajaj Electricals not only moved up technology but is the customer group that it has attracted. 

The customer was no more a low income-group housewife but high-income group house-wife 

what is more important is that this upgraded washing machine was much more than just 

washing, cleaning, rinsing and drying. It was a status symbol and the old image of a house-

wife raised to progressive and Liberated house-wife. 

However, when the same company decided to round manual washing machine at a price 

almost down by 60 percent of the high end model prices, it was stranding its product line 

down words. That means, it reached out low level income consumer who may not be highly 

educated. However, within her segment of low income group. She may be previewed as an 

“opinion leader” She buys sit for not only washing her family’s clothes but also to 

demonstrate her as being superior to her neighbours, friends and peer group. Adding or 
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stretching product line upwards or down wards is due to structural changes in market place 

the most significant being customer life styles and demographic characteristics. 

Such as rising incomes and lower proportion of consumer income being spent on food and 

other items Development in media leading to increased awareness may also motivate a firm 

to stretch its product line. It is clearly demonstrated by the facts that TV channels are 

multiplying and going more regional. Internet advertising including mobile advertising all 

have increased the awareness of new products and ideas apart from services. That is why; 

more and more companies are developing their own brands. 

Further competitive pressures also drive a firm to expand its product line to include hi-teach 

products. Thus, cut throat competition and imitation forced the companies such as Bajaj 

Electricals Blue Star and Volters and good many others to vacate from low- tech products to -

high-tech products. Further a firm’s market position brand image distribution net work and 

sales force and the like encourage the company to stretch product lines upwards. 

As opposed to this the decision to Stretch the product lines down wards to decided by the 

forms desire to be present in all market segments. The key factors that drive the firms to do 

so are its marketing capabilities, strengths is distributions net-work and the gap in market 

place. In certain cases competition and customer preferences can act in combination, pushing 

the firm to launch low priced or simple products. The living example is that of HUL. The 

company decided to launch “Surf Ultra” “Riif’ (blue coloured), “Wheel” (Green coloured), 

and “Sunlight” (Yellow coloured deterrent powders to counter act the threat from Nirma 

Washing Powder. “Surf Ultra” and “Rin” where positioned at middle and upper-middle and 

high income house wife the other two targeted to low income and price-sensititive house 

wife. Here, the more to launch how a priced detergent powder was fuelled by declining sales 

and market shares of HUL in detergent market. 

At times a marketing firm may stretch its product line down-wards it because of its brand 

image in a particular market segment now planning to more to new market share we are know 

about Toy Group of Hotels. It has “Five Star” or “five staredelux” categories catering to high 

income groups both in India and other counties. However, with the booming of Domestic 

Township this Taj group has entered a segment called “Taj gate ways” where these are five 

star hotels without frills and hence lowly priced. It means, a downward stretch is exploited to 

use its brand name or image, market opportunity created by changing consumer life-styles 

and needs. 

2. Product Abandonment: 

Product abandonment refers to deletion of either an individual product or the entire product 

line good many companies are forced to write off totally the existing product or product line 

one day or the other. This, shopper’s slop about one its own time shopping faintly when it 

found that there were not marry customers for it. Similar attempt was made by LG 

electronics. It started selling its consumer durables on line. It failed as Indian consumers are 

not yet used to entire buying particularly consumer durables. Parle Exports had withdrawn 
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from fast food market twice. Once when they had to withdraw “Bigbite” and later when they 

withdrew Bisca a cup noodle. 

It indicates that products that are abandoned are those which have no encouraging demand 

one day or the other a product is sure to be out-dated which might have reigned the roost for 

decades. Fiat of premister Automobiles Limited totally disappeared out of production because 

of up-gradation of technology and product differentiation and competition. It tried to enter 

Indian market in 1990’s with a new brand name “Fail Unit”. Again, it failed. Further in 2008, 

as reported Fail of Italy wants enter Indian market Starting from Fiat 600, Fiat 1200 and SU 

on to woo small car segment. 

3. Product Modification: 

Perhaps, product modification is going on always his one way or the other. Product 

modification is achieved by reformulation, redesign changing sizes and adding or removing 

features. These are decided by firm’s long term goals, customers’ preferences and 

competitive developments in a particular market. This is an act of undertaking cosmetic 

modification of the existing product or productive. These changes are tangible and intangible 

“Pan Parag Pan Masala” introduced sachet packs of different sizes of different prices in 

addition to tins of standard size. This increased its sales and market share. Same is the case 

with shampoos. The tooth brush companies come out with variations in shape size, design 

including brushes with single action or double actions. Water purifiers of variety have come 

up in the market with modifications over the existing. They advertise them “new’ or 

“improved”. From the above explanation it is quite evident that product mix decisions are 

strategic. They are aimed at improving company’s competitive advantage in the markets that 

enters. 

1.7 PRODUCT LIFE-CYCLE 

The product life-cycle or PLC model is one of the most frequently encountered concepts in 

marketing management. The product life-cycle is a conceptual representation. It is a product 

aging process. Just as human-beings have a typical life-cycle going from childhood, 

adolescence, youth and old-age, so also products follow a similar route. Product life-cycle is 

simply graphic portrayal of the sales history of a product from the time it is introduced to the 

time when it is withdrawn. 

According to Professor Philip Kotler, it is “an attempt to recognize distinct stages in the sales 

history of the product”. 

Mr. Kollat D.T., Mr. Blackwell R.D. and Robenson J.F. it is a “generalized model of sales 

and profits trends for a product class or category over a period of time”. 

Product life cycle is the historical study of (sales of) the product. It includes when it was 

introduced; when it was getting rapid acceptance; when it was on the peak of its position; 

when it started falling from the peak; and when it disappeared. Product passes through certain 

stages during its life span. 
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1. Products move through the cycle of Introduction, Growth, Maturity and Decline at 

different speeds. 

2. Both sales volumes and unit profits rise correspondingly till the growth stage. 

However, in the period of maturity stage, sales volume rises but profits fall. 

3. The successful product management needs dynamic functional approach to meet the 

unique situations of sales and profitability. 

Important implications: 

There are some misconceptions regarding this simple concept of product life-cycle. These are 

dismissed if one has the clear- cut understanding about the implications of this useful 

concept. These are: 

First, though most of the literature on product life-cycle states that each and every product 

follows through this four-phase life-cycle; not all products introduced in the market 

essentially follow through all these four states. It is quite possible that a product might cross 

the first and at the most second stage and die a premature death just as many human beings 

do. 

Secondly, one cannot have a definite line of demarcation between one and the subsequent 

stage. The succession is one of merging and not of finite calculation. 

Thirdly, no two products have identical life-cycles. The length of each phase varies from 

product to product depending on the nature of product, the marketing policies adopted, 

changes in technology, competition and the laws of the land. 

Fourthly, at a given point of time, or moment, the same product might reach different stages 

in different market segments. In segment one, it might have touched the peak-height of 

maturity, in segment two it may be in growth stage, in segment three, it may be heading 

towards the decline. 

STAGES OF PRODUCT LIFE-CYCLE: 

The product aging process has four stages as depicted in the Fig. 1.04 namely, Introduction, 

Growth, Maturity and Decline. A detailed analysis of each stage is a must in terms of basic 

features and implications. It is really interesting and thought provoking exercise of logic to 

travel through the stages of product life-cycle. 

I. INTRODUCTION: 

Whenever a new product is introduced, it has only a proved demand and not the effective 

demand. That is why; sales are low and creeping very slowly. It may be the case with a 

product like instant coffee, frozen orange juice or a powdered coffee cream. 

This first stage of product life-cycle is characterized by: 

1. Low and slow sales: The product sales are the lowest and move up very slowly at snail’s 

pace. The basic reasons for this are: 
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(a) Delays in expansion of production capacity. 

(b) Delays in making available the product to consumers due to lack of retail outlets 

which are acceptable and adequate. 

(c) Consumer resistance to change over from the established consumption behavioural 

patterns. 

 

 

2. Highest promotional expenses: 

During this period of introduction or the development, the promotional expenses bear the 

highest proportion of sales. It is so because; the sales are of smaller volume on one side and 

high level promotion efforts to create demand on the other. Demand creation is not an easy 

task as it is a matter of breaking the barriers and breaking new ice which is done by: 

(a) Informing potential and present consumers of the new and unknown product, 

(b) Inducing a trial of the product, and 

(c) Screening distribution net-work. 

3. Highest product prices: The prices charged at the beginning are the highest possible 

because of: 

(a) Lower output and sales absorbing fixed costs. 

(b) Technological problems might not have been mastered fully. 

(c) Higher margin to support higher doses of promotional expenses a must for growth. 

(d) Very few competitors or no competitors. 

(e) Sales to higher income groups in a limited area for cultivating the effective demand. 
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II. Growth: Once the market has accepted the product, sales begin to rise. The prices may 

remain high to recover some of the development costs. With high sales and prices, profits rise 

sharply. This encourages competition leading to possible product improvement. 

Although the contribution to sales is sizeable from the high income group buyers, middle 

income group buyers do not contribute towards sales. The basic characteristics of this stage 

of product life-cycle are: 

1. Sales rise faster: The sales start climbing up at faster rate because of: 

(a) Killing the consumer resistance to the product, 

(b) The distribution network retail outlets is built to the needs and 

(c) Production facilities are streamlined to meet the fast moving sales. Thus, sales 

increase at an increasing rate over the period of time. 

2. Higher promotional expenses: During the period of growth, the promotional strategy 

changes. The problem is no longer one of persuading the market to buy the product, but 

rather to make it to buy a particular brand. The question is one of creating and maintaining 

and extending selective demand. The advertising moves towards brand identification, 

awareness to have the effects of a brand image. Special offers, concessions, allowance to 

stockiest and dealers are given to push a particular brand or brand group. 

3. Product improvements: With the high sales and prices, profits rise sharply and because of 

this, there is greater incentive for the companies to enter the market. Competitors have the 

advantage of entering the market because; research and development have already been 

completed by innovating firm at its costs. Once the originator has paved the pattern of 

market, competitors can become stronger by coming out with modified products. 

Along with product modification, they may reduce prices too. This makes the originators to 

further improve the product and bring down the price to nab competition. 

III. Maturity: Eventually, market becomes saturated because, the house-hold demand is 

satisfied and distribution channels are full. Sales level off and over capacity in production 

becomes apparent. Competition intensifies as each manufacturer wants to ensure that he can 

maintain production at a level which gives him low unit costs. The greater the cost of 

production and the initial investment, the more important it is to maintain high output so as to 

cover fixed costs at lower rates of revenue. Lower prices are essential to stave off the 

competition. Though production costs are reduced, the margin of distributors may not taper 

off. The efforts are made to extend the maturity stage. That is why; this period is much longer 

than the growth stage. 

The features of this stage of life-cycle are: 

1. Sales increase at decreasing rate: As most of the customers are knowing the uses of the 

product, the sales grow at failing rates giving an overall picture of “off level’ situation. It 

shows that there is apparent gap in production level and sales level. This intensifies 
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competition. Efforts are made to level or the sales curve by extension strategies as shown in 

Fig. 

 

There is little growth in the market as there is declaration in sales growth leading to market 

saturation. Therefore, demand mostly consists of repeat sales. Consequently competition 

intensifies, prices tend to fall and selling effort becomes aggressive. Profits, then, are 

squeezed. That is why; the firms employ extension strategies to retain their market share. 

There can be at-least five such extension strategies. These are briefly outlined below: 

(a) Development of new markets: The first possibility is the development of new markets 

for existing products by isolating areas where the product is not used and modifying it to suit 

to those particular segment requirements. For instance, battery shavers were introduced to 

fulfil the need for electric shavers when the users are away from electricity supply. There has 

been a considerable effort to expand the usage of computers to meet the needs and budgets of 

small firms. 

(b) Development of new uses: The second possibility is the development of new uses for the 

existing products such as the application or red 1.c.d. (Liquid Crystal Displays) used for 

example, in calculators and watches. Nylon is another example, a product which has gone 

through many expansions. Originally introduced for military purposes in the manufacture of 

parachutes and rope, it is now developed as a fibre, fabric in knit and woven form and gone 

into tyre manufacture. 

(c) Development of more frequent use: This can be achieved either by altering its image or 

by emphasizing special characteristics like convenience and quality. Thus, turkeys which 

have changed from ‘Christmas Treat’ in to ‘all year round food’. Popularizing vitamin B 

capsules as a regular intake than as a curative dose. 

(d) Development of wider range of products: This is another viable strategy. Today, we see 

practically an explosion in the flavours of ice-cream available in the market. Today, we get 
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different classes of ice-cream, ranging from inexpensive everyday brands to very costly 

brands with unusual exotic combinations of flavours and colours. 

(e) Development of style change: These style changes demonstrate the newness of the most 

recent product. Most of the consumer durable item manufacturers such as cars, sound 

gadgets, cameras, watches’ and the like go in for this strategy of creating new designs and 

models making the consumers to discard the earlier ones. Thus, Sony Corporation of Japan 

has been introducing new and latest models of television sets as ME-2026, ME-2036, ME-

2066, and ME-2096 and so on. Even Ambassador Mark I, Mark II, Mark III speak of 

technical improvements, reduction in prices to suit the needs of consumers. 

2. Normal promotional expenses: During this period of maturity, the promotional expenses 

reach a normal ratio to sales. Most of the competitors spend very normal amount on 

promotion. Efforts are made to rationalize the existing budget. Though total expenditure does 

not expand, major share of the expenditure goes to distribution and brand promotion to keep 

the dealers’ loyalty intact. Advertising emphasizes the difference between one brand and 

those of competitors. As a result, weaker competitors leave the market only to the larger and 

stronger manufacturers. 

3. Uniform and lower prices: The prices charged by the producers are quite lower and 

uniform with a very narrow difference except for the real product differentiation. The 

strength and vitality of higher prices fade. That is why, extension strategies are followed. The 

price charged just to cover special costs in addition to the usual manufacturing expenses plus 

a low margin for the investment. It has an advantage of low margin over broad-based 

turnover. 

IV. Decline: In this terminal stage, sooner or later actual sales begin to fall under the impact 

of new product competition and changing consumer tastes and preferences. Prices and, hence, 

profits decline. It is stages where the market for the product has been superseded by a 

technological or style change which replaces the existing demand altogether. That is, the old 

products are rendered obsolete. For instance, the development of tough water based paint 

‘oil-bond’ has made significant inroads into the traditional market for oil-based varnish 

enamel paints. That is, alternatively, interest in the product may fade, leading to a rapid 

reduction in sales. 

The outstanding features of this stage of product life-cycle are: 

1. Rapid fall in sales: As the product is pretty old, and new one is available, there is a change 

in the trend. People are interested in buying something new. The sales, therefore, fall sharply. 

Over production appears to be the major problem. This induces firms to close down as 

competitors have to leave or is left to them. The total number of firms in the arena comes 

down. For instance, the number of companies manufacturing calculators is much less than 

what it was in 1960s and 1970s. 

2. Further fall in prices: Rapid reduction in sales creates a fear and there will be intense 

competition to liquidate the stock at the earliest. There would be a new kind of competition to 

have enlarged share in such a decline stage to have maximum benefit at least profit margin. 
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3. No promotional expenses: Expenditure in support of product falls sharply as prices 

become keener for fast stock liquidation. Distribution network is reduced to the minimum 

with thorough rationalization. This is an advantage as product is known for good many years. 

It may enable the manufacturer to milk the product with profit though sales are scanty. 

1.8 MARKETING STRATEGIES – STAGES OF PRODUCT LIFE CYCLE 

Product passes through four stages of its life cycle. Every stage poses different opportunities 

and challenges to the marketer. Each of stages demands the unique or distinguished set of 

marketing strategies. A marketer should watch on its sales and market situations to identify 

the stage in which the product is passing through, and accordingly, he should design 

appropriate marketing strategies. Here, strategy basically involves four elements – product, 

price, promotion, and distribution. By appropriate combination of these four elements, the 

strategy can be formulated for each stage of the PLC. Every stage gives varying importance 

to these elements of marketing mix. Let us 

analyze basic strategies used in each of the stages 

of the PLC, as described by Philip Kotler. 

Marketing Strategies for Introduction Stage: 

Introduction stage is marked with slow growth in 

sales and a very little or no profit. Note that 

product has been newly introduced, and a sales 

volume is limited; product and distribution are 

not given more emphasis. Basic constituents of 

marketing strategies for the stage include price 

and promotion. Price, promotion or both may be 

kept high or low depending upon market 

situation and management approach. Observe Figure 

1. Rapid Skimming Strategy: This strategy consists of introducing a new product at high 

price and high promotional expenses. The purpose of high price is to recover profit per unit 

as much as possible. The high promotional expenses are aimed at convincing the market the 

product merits even at a high price. High promotion accelerates the rate of market 

penetration, in all; the strategy is preferred to skim the cream (high profits) from market. 

This strategy makes a sense in following assumptions: 

(a) Major part of market is not aware of the product. 

(b) Customers are ready to pay the asking price. 

(c) There possibility of competition and the firm wants to build up the brand preference. 

(d) Market is limited in size. 

2. Slow Skimming Strategy: This strategy involves launching a product at a high price and 

low promotion. The purpose of high price is to recover as much as gross profit as possible. 

And, low promotion keeps marketing expenses low. This combination enables to skim the 

maximum profit from the market. 
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This strategy can be used under following assumptions: 

(a) Market is limited in size. 

(b) Most of consumers are aware of product. 

(c) Consumers are ready to pay high price. 

(d) There is less possibility of competition. 

3. Rapid Penetration: The strategy consists of launching the product at a low price and high 

promotion. The purpose is the faster market penetration to get larger market share. Marketer 

tries to expand market by increasing the number of buyers. 

It is based on following assumptions: 

(a) Market is large. 

(b) Most buyers are price-sensitive. They prefer the low-priced products. 

(c) There is strong potential for competition. 

(d) Market is not much aware of the product. They need to be informed and convinced. 

(e) Per unit cost can be reduced due to more production, and possibly more profits at low 

price. 

4. Slow Penetration: The strategy consists of introducing a product with low price and low-

level promotion. Low price will encourage product acceptance, and low promotion can help 

realization of more profits, even at a low price. 

Assumptions of this strategy: 

(a) Market is large. 

(b) Market is aware of product. 

(c) Possibility of competition is low. 

(d) Buyers are price-sensitive or price-elastic, and not promotion-elastic. 

Marketing Strategies for Growth Stage:  

This is the stage of rapid market acceptance. The strategies are aimed at sustaining market 

growth as long as possible. Here, the aim is not to increases awareness, but to get trial of the 

product. Company tries to enter the new segments. Competitors have entered the market. The 

company tries to strengthen competitive position in the market. It may forgo maximum 

current profits to earn still greater profits in the future. 

Several possible strategies for the stage are as under: 

1. Product qualities and features improvement 

2. Adding new models and improving styling 

3. Entering new market segments 

4. Designing, improving and widening distribution network 

5. Shifting advertising and other promotional efforts from increasing product awareness to 

product conviction 

6. Reducing price at the right time to attract price-sensitive consumers 
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7. Preventing competitors to enter the market by low price and high promotional efforts 

Marketing Strategies for Maturity Stage: 

In this stage, competitors have entered the market. There is severe fight among them for more 

market share. The company adopts offensive/aggressive marketing strategies to defeat the 

competitors. 

Following possible strategies are followed: 

1. To Do Nothing: To do nothing can be an effective marketing strategy in the maturity 

stage. New strategies are not formulated. Company believes it is advisable to do nothing. 

Earlier or later, the decline in the sales is certain. Marketer tries to conserve money, which 

can be later on invested in new profitable products. It continues only routine efforts, and 

starts planning for new products. 

2. Market Modification: This strategy is aimed at increasing sales by raising the number of 

brand users and the usage rate per user. Sales volume is the product (or outcome) of number 

of users and usage rate per users. So, sales can be increased either by increasing the number 

of users or by increasing the usage rate per user or by both. Number of users can be increased 

by variety of ways. 

There are three ways to expand the number of users: 

i. Convert non-users into users by convincing them regarding uses of products 

ii. Entering new market segments 

iii. Winning competitors’ consumers 

Sales volume can also be increased by increasing the usage rate per user. 

This is possible by following ways: 

i. More frequent use of product 

ii. More usage per occasion 

iii. New and more varied uses of product 

 

3. Product Modification: Product modification involves improving product qualities and 

modifying product characteristics to attract new users and/or more usage rate per user. 

Product modification can take several forms: 

i. Strategy for Quality Improvement: Quality improvement includes improving safety, 

efficiency, reliability, durability, speed, taste, and other qualities. Quality improvement can 

offer more satisfaction. 

ii. Strategy for Feature Improvement: This includes improving features, such as size, 

colour, weight, accessories, form, get-up, materials, and so forth. Feature improvement leads 
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to convenience, versatility, and attractiveness. Many firms opt for product improvement to 

sustain maturity stage. 

Product improvement is beneficial in several ways like: 

(1) It builds company’s image as progressiveness, dynamic, and leadership, 

(2) Product modification can be made at very little expense, 

(3) It can win loyalty of certain segments of the market, 

(4) It is also a source of free publicity, and 

(5) It encourages sales force and distributors. 

4. Marketing Mix Modification: This is the last optional strategy for the maturity stage. 

Modification of marketing mix involves changing the elements of marketing mix. This may 

stimulate sales. Company should reasonably modify one or more elements of marketing mix 

(4P’s) to attract buyers and to fight with competitors. Marketing mix modification should be 

made carefully as it is easily imitated. 

Marketing Strategies for Decline Stage: 

Company formulates various strategies to manage the decline stage. The first important task 

is to detect the poor products. After detecting the poor products, a company should decide 

whether poor products should be dropped. Some companies formulate a special committee 

for the task known as Product Review Committee. The committee collects data from internal 

and external sources and evaluates products. On the basis the report submitted by the 

committee, suitable decisions are taken. 

Company may follow any of the following strategies: 

1. Continue with the Original Products: This strategy is followed with the expectations that 

competitors will leave the market. Selling and promotional costs are reduced. Many times, a 

company continues its products only in effective segments and from remaining segments they 

are dropped. Such products are continued as long as they are profitable. 

2. Continue Products with Improvements: Qualities and features are improved to 

accelerate sales. Products undergo minor changes to attract buyers. 

3. Drop the Product: When it is not possible to continue the products either in original form 

or with improvement, the company finally decides to drop the products. 

Product may be dropped in following ways: 

i. Sell the production and sales to other companies 

ii. Stop production gradually to divert resources to other products 

iii. Drop product immediately. 
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1.9 BRAND MANAGEMENT  

Brands have been around for many years, though they existed silently. For long, managers 

did not accord due respect to branding when the product was developed, priced, and 

packaged. Branding was a later decision or not much significant for the marketers, who felt 

that the product was more important.  

EVOLUTION OF BRANDS AND HISTORICAL PERSPECTIVE  

Branding has been around much before the term entered in the jargon of modem marketing. It 

can be traced to ancient civilizations. The Greeks and Romans and people before them 

employed various ways to promote their products. These were wines, ointments, pots, or 

metals. Messages would be written informing the public that this man, at this address, could 

make shoes and that the man who lived over there, at that address, was a scribe. The Greeks 

also used town criers to announce the arrival of ships with particular cargos. The AMA 

defines it as: “A brand is a name, term, sign, symbol, or design, or a combination of them, 

intended to identify the goods or services of one seller or group of sellers and to differentiate 

them from those of competitors.” The purpose of branding is to differentiate your cow from 

other cattle on the farm. The reality is that cattle on the ranch do look almost like clones. “A 

successful branding programme is based on the concept of singularity. It creates in the mind 

of the prospect the perception that there is no product on the market quite like your product”. 

A brand must singularly represent a product. Hanging multiple products on a name are likely 

to cause confusion. A brand represents a position, an idea, a concept and a product. This is 

the way it should be.  

PRODUCT BRANDING Product branding is one extreme of the branding continuum. It is 

fiercely driven by customer logic. In terms of customer perception and information 

processing, the most effective way to designate a product is to give it an exclusive name, 

which would not be available to any other product. This way the brand is able to acquire a 

distinct position in the customer’s mind. What the brand represents is clearly understood and 

internalised by the market.  

LINE BRANDING Line in the context of product mix refers to various product lines that a 

firm may have in its total portfolio. For instance, Philips has product lines like television, 

video and audio, personal care, communication and household appliances.  

RANGE BRANDING Line branding restricts the brand’s expansion into nearby territories of 

complementary products, which, complement or support the main product’s usage. On the 

other hand, Range branding, is not restrictive in this sense. Brands can move beyond product 

complementarities. Range brands encompass many products under a single banner. All the 

products share a common promise, which stems from the firm’s or range brand’s area of 

competence. The products are tied together by a single brand concept. For instance, Nestle 

uses its Maggi brand for its range of fast foods- Maggi noodles, sauces, super seasonings, 

Tonite’s special, dosa mixes, soups  

UMBRELLA- BRANDING The companies of the East have particularly favoured umbrella 

branding. For instance, Japanese and Korean companies enjoy the distinction of pursuing 
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umbrella branding. For instance, the Korean giant LG uses its name on products like 

microwaves, refrigerators, computer monitors, televisions, and air conditioners. Umbrella 

branding, scores well on the dimension of economics. Investing in a single brand is less 

costly than trying to build a number of brands.  

SOURCE/DOUBLE BRANDING Source brand strategy combines the firm’s name with th 

accordingly becomes Bajaj Chetak. Both the names enjoy equal importance and are given 

equal status in the brand’s communication. Firms, which follow double branding, include 

Johnnie Walker. Its brands are Johnnie Walker Red Label, Johnnie Walker Black Label, and 

Johnnie Walker Blue Label. e product brand name. It is a hybrid of umbrella brand and 

product brand strategy. The product is given a brand name and it is combined with the name 

of the firm. This is also called double branding. For instance, Chetak is the name of the 

scooter and Bajaj is the company behind it, the brand.  

ENDORSEMENT BRANDING Endorsement brand strategy is a modified version of double 

branding. It makes the product brand name more significant and the corporate brand name is 

relegated to a lesser status. The umbrella brand is made to play an indirect role of passing on 

certain common generic associations. It is only mentioned as an endorsement to the product 

brand. By and large, the brand seeks to stand on its own.  

FACTORS FOR CHOOSING A BRANDING STRATEGY  

Market Size: Product branding strategy is a high fixed cost intensive strategy. Some 

minimum investments have to be made to get a brand to the threshold of awareness and 

image formation. Recouping the expenditures incurred in the initial phases of establishing a 

brand would necessitate acquisition of a critical mass in the market.  

Competition: Competition implies how fiercely the market is contested. When competition is 

less intense, the marketers are not motivated to brand the product. Simply manufacturer’s 

identification would be sufficient. This was the case with most firms in India prior to 

liberalisation. Brand building was not really a priority. Brands were labels to identify the 

products. Branding in the primitive sense prevailed.  

Resources: Product branding is definitely not an option for a resource starved firm. Product 

branding firms like P&G, HLL, RCI (earlier), Coke and Pepsi are all deep pocketed. They 

have the resources to create and support product brands. Building a common equity has not 

been on their agenda.  

Product Newness: Today’s market environment is characterised by brand proliferation. As 

brands crowd the shelves at the retail outlets, distinctiveness is lost. Customers tend to club 

all brands into categories. This simplifies decision-making. Brand multiplication tends to 

work counter to brand individuality.  

Technology/Innovativeness: Product innovations sometimes embody new technology. 

Innovations bring uncertainty, both for the firm and the customers. From the firm’s point of 

view, innovations imply uncertainty about success and risk of potential failure. For instance, 
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when Sony launched Betamax or RCA launched Select a vision, the companies were doubtful 

whether the products would be commercially successful or not. 

Significance of Branding: 

Branding provides benefits to buyers and sellers. 

To Buyer: 

1. A brand helps buyers in identifying the product that they like/dislike. 

2. It identifies the marketer. 

3. It helps reduce the time needed for purchase. 

4. It helps buyers evaluate quality of products, especially if they are unable to judge a 

product’s characteristics. 

5. It helps reduce buyers’ perceived risk of purchase. 

6. The buyer may derive a psychological reward from owning the brand (e.g., Rolex 

watches or Mercedes). 

 

To Seller: 

1. A brand differentiates product offering from competitors. 

2. It helps segment market by creating tailored images. 

3. It identifies the companies’ products making repeat purchases easier for customers. 

4. It reduces price comparisons. 

5. It helps the firm introduce a new product that carries the name of one or more of its 

existing products. 

6. It promotes easier cooperation with intermediaries with well-known brands 

7. It facilitates promotional efforts. 

8. It helps in fostering brand loyalty, thus helping to stabilize market share. 

9. Firms may be able to charge a premium for the brand. 

Essentials of Good Branding: 

1. A good brand should be easy to pronounce. 

2. It should be easy to remember. 

3. It should be able to attract attention. 

4. It should suggest the company or product image. 

5. It should be easy to recognize. 

6. The brand identity should be very clear. 

7. The brand name should be registered. 

8. A good brand should be easy to translate into all languages in the markets where the 

brand will be used. 

9. A good brand should suggest the product benefits or suggest its usage. 
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Merits of Branding 

The merits of branding can be discussed from the angles of manufacturers, middlemen and 

consumers. 

A. Merits to the Manufacturers: The makers of the products stand to gain because brand 

has a definite role to play to assist them in effective marketing goods. These are: 

1. Products Get Individuality: For any product, we have many competitors, though yours 

may be the first company to conceive and give birth to new product. Product, like a baby has 

to have a name which symbolizes the efforts and resources put into bring to light that 

product. Your product, if branded will has its own personality standing out rest of all the 

competitors. Take a simple case of tooth paste ; the Colgate in its variety, has many other 

competitive brands like Pepsodent, Forhans, Neem, Dentoback, Anchor, Signal, Babool, 

Miswak, Glister, Himalaya Dental cream, Promise, and so on. For a customer “Colgate is 

Colgate” or “Promise is Promise” where the customers are divided and the producers have 

their own market share depending on the value given by the user to a particular brand as he or 

she perceives it. 

2. Control of Product Prices: Control of retail price is a significant factor because each 

consumer is quality and cost conscious. Each pack or a wrapper contains in the message the 

MRP-Maximum Retail Price inclusive or exclusive taxes depending on the situation. Such 

facility makes the producers to have sound sleep because the greedy middlemen-may is 

wholesalers or retailers would have charged any price. Even an uneducated consumer is well 

informed through ads especially TV, Cinema and other audio-visuals or audio sets. He or she 

insists on buying a product at printed price on the pack. Thus, the producers have the solace 

that products are reaching the final user at the prices printed that are most economical to the 

consumers. 

3. Increases Bargaining Power: Good brand and branding gives greater bargaining power to 

the manufacturer with the dealers. This is because; there is already a ‘pull’ in favour of the 

product. Hence there is no need for a great ‘push’ by retailers. As, it is easier to sell or market 

branded products, wholesalers and retailers prefer to stock and deal in branded products than 

non-branded. This gives an edge over dealers to the manufacturers which empowers or 

strengthens the hands of manufacturers to dictate the terms in their favour. 

4. It Reduces the Advertising Costs: Advertising plays an important role in communicating 

the ad message of the manufacturers to the consumers directly and middlemen indirectly. A 

product which is known to the consumer hardly needs extra advertising expenses each time. 

At the most he has to make the customers to remember by reminder advertising because of 

large-scale brand proliferation and competitive advertising and constant storming of 

consumer brains. The over expenditure drops down in case of branded products. This is an 

advantage of consumer loyalty that is created by brands-the effective brands. 

5. Ever Increasing Demand: Powerful brands have the capacity to create, maintain and 

extend the demand for a product. The strong bonds have longest life. A recent study 

conducted by A and M Magazine report, the top ten brands of the year 1999 were Colgate, 
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Amul, Dettol, Britannia, Life boy, Ariel, Horlicks, Lux, Zee TV and Doordarshan. This 

power brand is all India which differs from zone to zone-south, north east and west. Once a 

brand is built or in sight and mind it leads to word of mouth advertising; that it rools on its 

own leading increased demand. 

6. Introduction of New Product is Made Easy Task: Launching of product-particularly 

new one is the toughest job. However, the consumers who are loyal to the brands or products 

of a particular company say, HLL, Godrej, Colgate Palmolive, virtually, they are addicted to 

that brand. This is particularly true in case of smokers, soaps, tooth paste, hair-creams and 

gels, scents and deodorants. This is equally applicable to consumer durables. In each case, a 

particular brand ranks in case of a product. In case such a company is launching a new 

product, it will be easily accepted because of past trust in the company. Thus, HLL from 

‘Liril’ trying for ‘Fa’ soaps and deodorants for men and women. Thus, the job is made 

comparatively easier. However, in all cases, it is not true. For instance, Philip’s company 

known for sound gadgets failed successfully by introducing dry- cells and shaving blades. 

7. It is A Powerful Weapon of Product Diffentiation: Day by day, the markets are getting 

more competitive and market driven and consumer driven. In such case the companies that 

succeed in differentiating the product can carve niches for themselves through this weapon. 

One is aware of the onslaught of Mc Donald’s and Domino’s Pizza impact. Indian 

cooperative namely Amul came out with Pizza huts as distinct product for using cheese that 

is produced. It is a grand success and is now felt that ‘Pizza Huts’ are preferred to Mc 

Donald’s and Domino’s. This product differentiation combats keen competition by 

positioning and repositioning the product. One is aware of the war going on between Coca-

Cola and Pepsi Cola. The Coca-Cola working with “Kuch bhi ho jai Coca Cola Enjoy”. Pepsi 

with “Dil Mange More”. Now come out with Pepsi “Le Chel Le Chel” on the contrary Coca-

Cola changed its slagan “Thunda Matlab-Coca Cola”. 

B. Merits to Wholesalers and Retailers: The middlemen-who connect the manufacturers 

and consumers stand to benefit the following because of branding: 

1. Quicker Sales: The middlemen-wholesalers and retailers need the shorter time for sales to 

take place. In case of unbranded goods and weak brands, they are slow moving. It is because, 

sales stem from final consumers. That is consumers should approach first the retailers and 

then retailers to wholesalers and they procure from the producers or out of stock the delivery 

takes place. The question of prospects being converted into customers is a big process which 

is done by perfect promotion mix plus the power of the brand. 

2. Advertising and Display of Products is Rendered Easier: A product which is known by 

its name or symbol or combination which we call brand has the magic which needs no such 

advertising. Display advertising both window and counter will be a regular feature which as 

the merits of POP-point of purchase displays. They have a fixed schedule making movement 

from one rejoins another by display-department. 

3. Increases Market Share and Control over Market: Each supply chain in target market 

helps to increase the share in total market sales of that market and can do better than 
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competitors. That is by having increased market share; it will have market leadership creating 

challengers by sitting in driver’s seat. This means the company has greater control through 

middlemen. It is natural that middlemen will take pride in doing so. 

4. Introduction of New Products is Rendered Easier: The retailers are the first line army 

who are in close touch with customers. Retailers are the purchase agents or officers for 

customers because it is the customers who seek advice from the retailers as to what to buy 

and what not to buy. Retailers have no hesitation to recommend new products. Again, they 

have training and hints from wholesalers. Thus introduction of new products is not a 

botheration. 

5. Branded Products Have More Stabilized Prices: This has very good impact in 

combating competition. When the branded products of various companies are there in the 

market available for they go by quality and not by price. That is, the competitors do not have 

much ice-way for price competition. Only way to compete is by quality. When your product 

is superior at those consumers realize that it is so, you have won the battle. This reduces 

competition as price comparisons are not made, if price differentials are marginal. 

6. Economical Way of Doing Business: When the wholesalers and retailers decide to trade 

on the brands of manufacturers, they need not create any brand. Brand creation is not a joke 

that involves investment in terms of time, talent and treasure. With all that they may not 

succeed. That is why most of the wholesalers-especially try to deal on brands of 

manufacturers. 

C. Merits to Consumers: The classes of consumers for whom the products are produced as 

per their specifications or near specifications stand gain by branding or branded products. 

These are: 

1. Brand Stands for Quality: When consumers are buying the products, they are selective as 

certain brands as it symbolizes the quality standards. Unbranded products, to have quality but 

no assurance as greedy producers may say something and pass on spurious stuff to the 

customers. When the days have come that duplicating of even life-saving medicines right 

from stuff to packaging so much so that the consumer fails to say which is “original” and 

which is “duplicate” though the measures are taken as “barcodes” and ‘holograms”. 

Generally brand stands for quality and quality assurance where the satisfaction of consumers 

lies. 

2. Consumer Protection against Cheating: The hard earned money of consumer does not 

go waste because, the manufacturers print on each pack or container the MRP-Maximum 

Retail Price-inclusive or exclusive of local taxes. Therefore, the retailers can not charge more 

than what is printed. Even if they do so, they are losing customers as; the products are 

available at right prices in other outlets. Again, the expiry date, date of manufacturing, batch 

number and the like are given which help in setting disputes as and when arise, if any. 

3. Branded Products Reflect their Life Styles: Branded products speak of the personality of 

a product and therefore the personality and the life style of consumers. One can easily say, by 

the use of certain brands of toiletries, dress- materials, ready garments, shoes, watches, white 
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goods, to what class the consumer belongs; it reflects their quality of life. When a person 

arranges wedding reception party in 5 star hotels, one can easily guess what is the purchasing 

power of the party involved. Each person, each family wants to have their own image 

depending on their paying or spending capacity. 

4. Steady and Regular Supply of Products: Consumers are not only worried about the 

supply of quality goods at reasonable rates but equally interested in adequate and regular 

supply of products. Each individual, each family has a family has not only budget but the 

schedule of supply of goods in definite quantities. This supply chain should not be broken. 

Normally, it does not happen in case of branded products because; there is no scope for 

bungling. 

5. Pre-valance of Stable Prices: Between branded and unbranded products, branded 

products have prices printed as to what the consumer is to pay as MRP-maximum retail price. 

In case of unbranded products manufacturers normally do not print MRP or maximum retail 

price. The act of branding the product is in favour of consumers as regular prices are printed 

that stay regular over a particular period and it does not give chance to retailers to 

manipulate, as they can do in case unbranded products. The facility of comparatively 

stabilized prices accrues to those who use branded products. Whether it is a premium brand 

or non-premium brand-prices are more or less stabilized over a period of time. 

Branding Decision: 

Branding consists of a set of complex branding decisions. Major brand strategy decisions 

involve brand positioning, brand name selection, brand sponsorship and brand development. 

Before going into the four branding decisions, also called brand strategy decisions, we should 

clarify what a brand actually is. A brand is a company’s promise to deliver a specific set of 

features, benefits, services and experiences consistently to buyers. However, a brand should 

rather be understood as a set of perceptions a consumer has about the products of a particular 

firm. Therefore, all branding decisions focus on the consumer. We will take a close look at 

each of these four branding decisions. 
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Brand Positioning – Branding Decisions 

A brand must be positioned clearly in target customers’ minds. Brand positioning can be 

done at any of three levels: 

 on product attributes 

 on benefits 

 on beliefs and values. 

At the lowest level, marketers can position a brand on product attributes. Marketing for a car 

brand may focus on attributes such as large engines, fancy colours and sportive design. 

However, attributes are generally the least desirable level for brand positioning. The reason is 

that competitors can easily copy these attributes, taking away the uniqueness of the brand. 

Also, customers are not interested in attributes as such. Rather, they are interested in what 

these attributes will do for them. That leads us to the next level: Benefits. A brand can be 

better positioned on basis of a desirable benefit. The car brand could go beyond the technical 

product attributes and promote the resulting benefits for the customer: quick transportation, 

lifestyle and so further. Yet, the strongest brands go beyond product attributes and benefits. 

They are positioned on beliefs and values. Successful brands engage customers on a deep, 

emotional level. Examples include brands such as Mini and Aston Martin. These brands rely 

less on products’ tangible attributes, but more on creating passion, surprise and excitement 

surrounding the brand. They have become “cool” brands. Brand positioning lays the 

foundation for the three other branding decisions. Therefore, brand positioning should also 

involve establishing a mission for the brand and a vision of what the brand should be and do. 

The brand’s promise must be simple and honest. 

Brand Name Selection – Branding Decisions: When talking about branding decisions, the 

brand name decision may be the most obvious one. The name of the brand is maybe what you 

think of first when imagining a brand – it is the base of the brand. Therefore, the brand name 

selection belongs to the most important branding decisions. However, it is also quite a 

difficult task. We have to start with a careful review of the product and its benefits, the target 

market and proposed marketing strategies. Having that in mind, we have to find a brand name 

matching these things. Naming a brand is part science, part art, and certainly a measure of 

instinct. Although finding the right name for a brand can be a challenging task, there are 

some guidelines to make it easier. Desirable qualities for a brand name include: 

 It should suggest something about a product’s benefits and qualities. Think of the 

wadding polish “Nevr Dull”. The brand name indicates the benefit of using this 

product: the treated metal will never be dull. 

 It should be easy to pronounce, recognise, and remember. iPod and Nike are 

certainly better than “Troglodyte Homonculus” – a clothing brand. 

 The brand name should be distinctive, so that consumers don’t confuse it with other 

brands. Rolex and Bugatti are good examples. 
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 It should also be extendable. Think of Amazon.com, which began as an online 

bookseller but chose a name that would allow expansion into other categories. If 

Amazon.com had chosen a different name, such as books.com, it could not have 

extended its business that easily. 

 The brand name should translate easily into foreign languages. The Ford Pinto line 

had some struggles in Brazil, seeing as it translated into “tiny male genitals”. Or the 

Mitsubishi Pajero, which means in Spanish “man who plays with himself and enjoys 

it a bit too much”. More famous: Coca-Cola reads in Chinese as “female horse stuffed 

with wax”. 

 It should be capable of registration and legal protection. In other words, it must not 

infringe on existing brand names. 

Brand Sponsorship – Branding Decisions 

Branding decisions go beyond deciding upon brand positioning and brand name. The third of 

our four branding decisions is the brand sponsorship. A manufacturer has four brand 

sponsorship options. 

A product may be 

launched as 

a manufacturer’s brand. 

This is also called national 

brand. Examples include 

Kellogg selling its output 

under the own brand name 

(Kellog’s Frosties, for 

instance) or Sony (Sony 

Bravia HDTV). 

The manufacturer could 

also sell to resellers who 

give the product a private brand. This is also called a store brand, a distributor brand or an 

own-label. Recent tougher economic times have created a real store-brand boom. As 

consumers become more price-conscious, they also become less brand-conscious, and are 

willing to choose private brands instead of established and often more expensive 

manufacturer’s brands. 

Also, manufacturers can choose licensed brands. Instead of spending millions to create own 

brand names, some companies license names or symbols previously created by other 

manufacturers. This can also involve names of well-known celebrities or characters from 

popular movies and books. For a fee, they can provide an instant and proven brand name. For 

example, sellers of children’s products often attach character names to clothing, toys and so 

on. These licensed character names include Disney, Star Wars, Hello Kitty and many more. 
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Finally, two companies can join forces and co-brand a product. Co-branding is the practice 

of using the established brand names of two different companies on the same product. This 

can offer many advantages, such as the fact that the combined brands create broader 

consumer appeal and larger brand equity. For instance, Nestlé uses co-branding for its 

Nespresso coffee machines, which carry the brand names of well-known kitchen equipment 

manufacturers such as Krups, DeLonghi and Siemens. 

Brand Development – Branding Decisions 

Branding decisions finally include brand development. For developing brands, a company 

has four choices: line extensions, brand extensions, multiband or new brands. 

Line extension refers to extending an existing brand name to new forms, sizes, colours, 

ingredients or flavours of an existing product category. This is a low-cost, low-risk way to 

introduce new products. However, there are the risks that the brand name becomes 

overextended and loses its specific meaning. This may confuse consumers. An example for 

line extension is when Coca-Cola introduces a new flavour, such as diet cola with vanilla, 

under the existing brand name. 

Brand extension also assumes an existing brand name, but combines it with a new product 

category. Thus, an existing brand name is extended to a new product category. This gives the 

new product instant recognition and faster acceptance and can save substantial advertising 

costs for establishing a new brand. However, the risk that the extension may confuse the 

image of the main brand should be kept in mind. Also, if the extension fails, it may harm 

consumer attitudes toward other products carrying the same brand name. For this reason, a 

brand extension such as Heinz pet food cannot survive. But other brand extensions work well. 

For instance, Kellog’s has extended its Special K healthy breakfast cereal brand into a 

complete line of cereals plus a line of biscuits, snacks and nutrition bars. 

Multiband means marketing many different brands in a given product category. P&G 

(Procter & Gamble) and Unilever are the best examples for this. In the USA, P&G sells six 

brands of laundry detergent, five brands of shampoo and four brands of dishwashing 

detergent. Why? Multibranding offers a way to establish distinct features that appeal to 

different customer segments. Thereby, the company can capture a larger market share. 

However, each brand might obtain only a very small market share and none may be very 

profitable. 

New brands are needed when the power of existing brand names is waning. Also, a new 

brand name is appropriate when the company enters a new product category for which none 

of its current brand names are appropriate. 

As you might have recognised, these four branding decisions are all interrelated. In order to 

build strong brands, brand positioning, brand name, brand sponsorship and brand 

development have to be in line with each other. 
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1.11 PACKAGING: NEED, OBJECTIVES, FUNCTIONS AND ADVANTAGES 

Need for Packaging: Even after a product is developed and branded, it is important to adopt 

strategies for other product-related aspects of the marketing mix. One such product feature — 

and a strategic one for some products is packaging, which consists of all the activities of 

designing and producing the container or wrapper for a product. A package is the actual 

container or wrapper. Thus packaging is a business function and a package is an item. A 

package is basically an extension of the product offered for sale. In many situations the 

packaging may be more important than the product it contains. Packaging involves decisions 

about labels, inserts, instructions for product use, graphic design, as well as decisions about 

the sizes and types of physical containers for individual product items with the outer package. 

Objectives for Packaging: 

1. Protection: The basic objective of packaging for industrial goods such as components and 

machinery is to protect the product while in transit. But packaging for consumer goods has a 

broader aim. 

2. Cognizability: It is not enough for packaging to protect the product. Since the product is 

meant for sale in final form to the ultimate customers, it must also make the particular brand 

recognisable and appealing to buyers. This is very important in the case of packaged 

foodstuffs and other frequently purchased items from supermarkets and self-service stores. 

Here several brands of a product are displayed next to one another on the shelves, and it is 

important that the colour and design of a package attract the attention of the customers and 

thus play a major part in promotional strategy. The packaging lends charm to the product and 

reinforces the brand name. If the packaging does not induce the consumer to pick the com-

modity’s brand in this situation, then all previous promotional efforts to differentiate these 

brands are wasted. Thus, packaging is an aid to advertising. 

3. Shortage and usage: Packaging also facilitates the storage and use of products. Thus 

packages may be so designed as to conduce to the ease of handling by consumers and by 

members of the channel of distribution. 

Functions of Packaging: 

A package design is supposed to attract attention and convey an easily identifiable image. It 

must tell consumers what the product is and why they should buy it. 

In short, packaging provides: 

(i) A containment function 

(ii) A protection-in-transit function 

(iii) A storage function 

(iv) A usage facilitation function 

(v) A promotion function. 
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Firstly, packaging protects the product on its way to the consumer. A package protects a 

product during shipment. Furthermore, it can prevent tampering with products—notably 

medications and food products — in the warehouse or the retail store. 

Secondly, it provides protection after the product is purchased. Compared with bulk (that is, 

unpackaged) items, packaged goods generally are more-convenient, cleaner, and less 

susceptible to losses from evaporation, spilling, and spoilage. 

Thirdly, it becomes a part of company’s trade, marketing, wholesaling and retailing 

programme. A product must be packaged to meet the needs of wholesaling and retailing 

middlemen. 

Fourthly, it becomes a part of a company’s consumer marketing programme. Packaging helps 

identify a product and thus may prevent substitution of competitive products. 

All these suggest that developing and designing a package is not unlike designing the product 

itself. The package designer must be as buyer-oriented as the product designer. 

Advantages of Packaging: 

Ultimately, a package may become a product’s differential advantage or at least a significant 

part of it. Today, with its marketing significance fully recognised, packaging is a major factor 

in the competition for customers. Therefore, full responsibility and authority for packaging 

should be with a firm’s marketing department. 

Recent developments have prompted even greater attention to packaging. Due to shortage of 

shelf space, it is not easy for manufacturers to get their products displayed in a retail outlet. If 

other marketing-mix elements are comparable, retailers are likely to purchase and display 

products having attractive functional packaging. 

Furthermore, the widespread use of self-service selling means that the package must do the 

selling job at the point of purchase. In addition, the public’s growing concerns about 

safeguarding products until they are purchased must be considered in packaging. Once the 

product is purchased, the package may still play a role. Many food products are now 

packaged so that they can go straight from the shelf or freezer into an oven. 

Continuing developments call for management’s scrutiny. We see new packaging materials 

replacing traditional ones — uncommon shapes, attractive look and other new features. All 

are intended to provide benefits to retailers and/or consumers and, as a result, selling points 

for marketers. 

Disadvantages of Packaging: 

1. Packaging exhausts natural resources. 

2. Packaging is too expensive. 

3. Some forms of plastic packaging are health hazards. 

4. Packaging is deceptive. 

5. Used and discarded packaging contributes significantly to the consumer protection 

problem. 
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Essentials of Good Packaging: The objectives and functions of packaging have clearly 

demonstrated the importance of packaging in modern marketing setting. To get all these 

benefits, the packaging must be certainly attractive, protective, economical, convenient and 

adjustable. Experts opine that the following points to be fulfilled by a packaging to be called 

as ‘good’ packaging. Therefore, the requisites of good packaging are: 

1. It should protect the contents: By very nature, every packaging is designed to protect the 

contents of it against the natural and artificial factors of damage such as dust, dirt, watering, 

evaporation, contamination, shrinkage, thickening, leakage, spilling, pilferage, theft, fire, 

flood and so on. The intrinsic values or qualities of the products are to be maintained intact. 

A good packaging is the means for preservation of products from possible damage or loss in 

value. 

2. It should be attractive: Protecting, of course, is the primary aim and function of 

packaging. However, it should be capable of catching the attention of on lookers or those 

who come in contact with it. It is an attention getter. It stands out of others. Package design, 

weight, material, colour combinations, graphics, texture, topography, illustrations etc. are to 

be pleasing to eyes and appealing to brain. A well designed package can make a product 

more alluring. Cosmetics, gourmet foods, jewellery are packed in costly packages that are 

finely designed of matching material. There are many customers who buy more because, they 

are magnate by packaging than the contents. Package attraction is so important that it 

generates impulse buying. 

3. It should bestow convenience: The package so designed should grant highest degree of 

convenience to manufacturers, distributors and consumer alike. Good packaging increases 

product sanitation, ease in handling, transporting, storing, and using the packages. Today 

producers are giving much importance to product use facilities. Thus, tear-tape, pouring 

spouts, squeeze bottles, aerosol cans, flip-tops, pull-tubes has come. Consumers are seeking 

packages that are easy to handle, open and close or reusable. Thus, no one likes to buy ice-

cream boxes that leak or a sardine canned tins that are hard to open or cereal boxes that are 

hard to pour. Consumer convenience is of top importance as today’s marketing is consumer 

directed and oriented. 

4. It should guarantee economy: The points of protection, attraction and convenience need 

not be sacrificed for the economy. Economy is something that reduces not only packing and 

packaging expenses but also brings down other allied expenses such as transport, 

warehousing, tax-levies, handling. It also has economy as good packaging wages war against 

the packets of wastages in the area of wrapping or catering. Cost reductions are possible 

through an alternative packaging form. For example, plastic pots as against glass pots for 

cosmetics. The application of multi-packaging to low profit margin mass consumption food 

products allows more worthwhile price reduction than when one pack is sold on its own. This 

is of particular interest in case of premium offers. New packaging can extend the product life 

and reduce distribution costs. Plastic-fill bag instead of glassy bag paper bag extends life by 

weeks than days. 
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5. It should assure adjustability: A good packaging has the ability of flexibility or is 

capable of being put to alternative uses. That is packing should be possible with different 

types of materials. Thus, plastic, metal or glass containers can be used to pack liquids, solids, 

pastes; granules while paper containers only solids. It is not to undermine here paper 

packaging materials. If plastic, metal and glass have wider adjustability, paper packagings are 

known for cheapness and lightness. As far as possible, the packaging should be made to 

house different types of products. 

6. It should be pollution free: It is well known fact all over the world that packaging has 

environmental problem particularly the discarded packaging. That is why; there is trend 

towards recycling of packaging materials to do away with garbage. In addition, research is 

continually carried out to develop new packaging materials that are bio-degradable or that 

minimize pollution problems. Consumable or reusable packages have been developed. Again, 

new materials of packaging are searched out in the light of shortages of conventional sources. 

7. It should be informative: Provision of adequate product information is another 

requirement. It provides information on package contents and facilitates handling for both the 

consumer and those associated with distribution. It must identify the amount of product in the 

package, the content’s brand name and other relevant information for the consumer. Detailed 

labeling on packaging is a must. This information need not be in verbose form. It can be a 

combination of illustration of product, specifications, features uses, instructions to handle, 

prices and such other details, including legal requirements. It occasionally bears news 

contests, sweep-takes, prizes and premier. Information supplied on package is a sales 

message that is essential to establish trade relations. 

Types of Packages: When one speaks of types of packaging, there can be three types namely 

primary, secondary and shipping. Let us know about each type. 

Primary Packaging: Primary packaging is basically done for protecting the quality of the 

product and protection against possible effects caused by exposure. Much depends on the 

type of product its form namely, Solid or liquid, solids are packed in polyethylene paper bags, 

hard boards, bottles both glass and plastic. The basic idea is to protect or preserve the basic 

ingredients. Say, a shampoo can be packed in sachets, pouches, plastic bottles, so in the case 

with other liquids. Tetra-packing is done in case of soft-drinks, juice, and oil and so on. 

Secondary Packaging: Secondary packaging serves for providing quantitative convenience 

of the buyers and sellers. Thus Shampoo Sachets may be in straps of 10, 20, 30, 40, and 50 

and so on. The bottles may be 10, or 12, or 144 units put to together. This is done for 

additional protection plus meeting the consumer’s dealers, convenient for exchange purpose. 

It also helps in storage. 

Shipping Packaging: Shipping packaging is the final packaging mainly for transportation 

and stocking purposes on wholesale basis. Thus, fruit juice boxes (tetra pack) may be put in 

cartons of 50, 100, and 200 and so on. The care is taken to see that it helps in convenient 

handling of cartons in transportation and warehousing while loading and unloading to cause 

least damages. Here, the materials used are rugged and providing cushion in handling, storing 
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and transportation. The materials used for primary, secondary and shipment packages differ 

very much. A continuous research is going on to do away with conventional materials. 

Packing Decisions: Packaging decisions imply the series of decisions to be made to design 

the desired and acceptable kind of product package design for the firm. Therefore, the basic 

packaging strategy provides a foundation for tactical decisions. The packaging strategy is to 

complement the overall product and marketing strategy. Packing is very important element of 

the marketing mix and its role in strategy should be defined very clearly. 

Normally, following are the logical steps involved in developing a specific container 

design: 

1. Come together: As so many areas of the organisation are involved in the packaging 

decisions, all those people representing these areas should come together in the form of a 

committee. From within, marketing, physical distribution, manufacturing, research and 

development, purchasing, personnel and legal personnel and from outside the firm-

advertising agencies, distributors, specialized engineers may be invited. This group should be 

coordinated and strongly endorsed by the top management. 

2. Conduct packaging research: Both formal and informal marketing research is needed to 

know the exact position of product, brand and package among the competitive offerings. 

Similarly, advertising and image related research may be carried out as many as package 

usage tests. Various tests may be conducted as engineering, visual, dealer and consumer. 

3. Develop graphics and copy: Package colour, illustrations and copy wordings must be 

developed in the back-ground of package sizes, design and cost. These should be consistent 

with overall image of the firm that desires. 

4. Develop physical package: The physical design stands for the actual design that includes 

shape, size, materials, colour, construction, closer and illustration. These factors make 

package a good silent salesman. The physical design must be functional yet reflect the 

product and company image desired like graphics. These package designs can be patented or 

trade-marked like brands. Now the container looks like meeting the needs of consumers and 

distributors. 

In designing a new product package or redesigning the existing one, the manufacturers 

are to take into account the following factors: 

(a) Nature of product: The type of container to be used depends on the form and ingredients 

of the product. Transparent containers are most suited for attractive colour and appearance; 

vacuum-sealed containers for volatile ingredients; glass containers to minimize chemical 

reactions otherwise possible in plastic and metal packages. 

(b) Costs: The cost of packaging must be absorbed by production economies, increased sales 

volume or a higher price. The packaging material, label, closure as well as costs of filling, 

handling, distribution and breakage of package are important. 



D. Bhuvankumar   MM BBA IV SEMESTER 

Sanjeev Degree College  72 | P a g e  

 

(c) Family resemblance: If the product is one of a number of related items, it is but desirable 

to design the package to conform to the containers of other products in the line to assist 

consumer and dealer identification. 

(d) Advertising value: Unique shape, attractive design or a novel closure gives a package 

greater sales and advertising value. In order to get maximum advertising and display value, a 

package should have distinctive design and unique features. 

(e) Legal requirements: The packages must conform to the laws prohibiting the deception of 

consumers by the use of false bottoms, slack-fill, and other means of giving the impression 

that a package contains a larger quantity than the case. There are legal requirements 

prescribing the copy appearing on the labels of food, drug and cosmetic packages. 

5. Test the design in the market: Though package testing is part of an overall product 

concept test or test-marketing, special package tests must be conducted in the markets. The 

best way is to rely on indirect replies got through dealer’s feed- back. The tests conducted 

with customers must be indirect and subtle to get more authentic reactions. Either indirect 

psychological tests or stores test through marketing tests (research) should yield good results. 

6. Do environmental checking: The packaging development decisions may be dictated by 

environmental factors such as legal forces, ecological forces and social forces. Thus, issues 

like consumer packaging safety, disposable packaging, and the quantity of packaging, 

littering, and misleading labeling and so on. This step would save the skin of the firm. 

Packing Strategies: At or a given moment of time, a company has alternative packaging 

policies or strategies, once it develops an agreeable packaging concept and packaging proper 

is going to take these alternative shapes as discussed below: 

1. Family packaging strategy: It is a packaging option in which packages of the entire 

product-line closely resemble one another. To put in other words, it is a kind of strategy 

where the major features of the packages in respect of the entire product-line look alike. For 

instance, Camlin stationery products and packages have the black tiny camel on items be it an 

ink bottle, a compass, a gum bottle, colours. The major plus point of this strategy is that any 

new product in identical package enjoys the same market reputation and acceptance as the 

others. This also reduces the packaging costs because of bulk-buying of materials, printing, 

sizes and shapes. However, such a policy has the minus point in that if the old product is a 

failure, the new product is more likely to fail because of same product package or the 

resemblance. The distributors have a false psychological feeling that they are overstocking a 

particular brand or package of producer. It also affects the consumer psychology that the 

dealers do not stock varieties as same packages over-shadow the other packages. 

2. Multiple packaging Strategy: It is a kind of strategy wherein number of closely related 

but heterogeneous products used by one consumer is placed in a single package. Such a 

package conveys the idea of an ideal matching set that one should possess. Thus, in case of 

men, shirt, pant, necktie, kerchief, cuff-links, tie-pins, may be packed together. In case of 

ladies, it may be a skirt and a top, hanky, bra and panties, a belt might be packed in one 

package. It may be an assorted scent collection package for men and women separately. Such 

a strategy is followed in India by a few companies such as Zodiac and Park Avenue. It 

facilitates acceptance of a new product idea by a consumer who may normally not like to 

venture into buying it. This policy is a success when the items in the package are in different 

stages of life-cycle. However, there is a danger of whole package being rejected through a 
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consumer is very interested in one or two items. For instance, in case of Zodiac Company, 

one might like say, tie and kerchief but not other products. As he is to buy all, he will even 

run away from tie and kerchief. 

3. Reuse packaging strategy: Reuse packaging strategy is one wherein the manufacturers 

offer their products in such packages which can be reused after the consumption of the 

contents of it. ‘Maltova’ food-drink was offered in a glass jar which might be used as a 

tumbler. Amul butter and shrikand are presented in plastic jars which are reusable. Nescafe 

instant coffee jars can be used as lemon-set. Similarly, assorted biscuits, sweets and coffees 

are presented in attractive tin-tops which are reusable as embroidery sets by house-wives. 

Reuse packaging stimulates repeat purchases as it offers the added benefit for the same price. 

In order to continue this consumer interest, the reusable packaging should be changed in 

shapes, sizes, designs, colours and the like. 

4. Ecological packing policy: Use of the resources of the environment results in pollution 

problems. It is the social responsibility of every business house to reduce the extent of 

pollution of any kind in any form. Today’s greatest concern of the society has been the 

pollution created by discarded packaging. It is throw away containers that have created 

problems. To preserve the physical environment, a company is sure to design a matching 

packing strategy. The purposes of such a strategy may be returnable’ bottles and containers, 

use of containers that decompose over a reasonable period of time, use of light weight 

packaging material and arranging of packaging material and recycling it. That is why; many 

manufacturers are now packaging their products in reusable containers as a means of 

recycling the packaging materials. Further, research is continually carried out to develop new 

packaging materials that are bio-degradable or that minimize pollution problems. 

1.12 PRODUCT LABELLING: 

Labelling is another significant means of product identification like branding and packaging. 

Labelling the act of attaching or tagging labels. A label is anything may be a piece of paper, 

printed statement, imprinted metal, leather which is either a part of a package or attached to 

it, indicating value of contents of price of product name and place of producers. It carries 

verbal information about the product, producer or such useful information to be beneficial to 

the user.  

The Purposes of Labelling: 

1. To bring home the product features: A label goes on describing the product specialties 

which makes the product a quick-mover. It gives its correct use. Thus, bottle containing 

poison, if not labelled, it fails to tell about its contents. Wrong labelling does more harm than 

no labelling at all. 

2. To facilitate the exchange process: As good many competitive products are available in a 

given product range, label helps in avoiding the unwanted confusion. This is of special 

importance in case of drugs and chemicals where even spelling mistakes prove fatal to the 

users. That is why; druggists and chemists are having qualified pharmacists in the 

pharmacies. 

3. To encourage self-service: A lable is a strong sales tool that encourages self-service 

operations. If the customers are supplied with necessary information of the contents of the 

package or the container, as its contents, weight, use, price, taxes, and instructions and so on, 

consumers can pick the package of their choice from shop shelves. Thus, labelling has a 
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special role to play in self-selling units. A label may be descriptive, informative or grade 

designating or a combination of these. A ‘descriptive’ label describes the contents of the 

package or the ingredients of the product. Thus, a descriptive label on a cane of pineapple 

describes the contents by size, weight, number of slices, syrup cups and the number of 

servings. An ‘informative’ label includes detailed description with emphasis on how the 

product is made? How to use it? How to care for it? In order to drive maximum satisfaction. 

A ‘grade’ label designates customary or regulated standards. Thus, a pack of ghee or honey 

might have ‘Ag-mark’ grading, certificates as A, B, or C. 

4. Product related services: Generally, a product is surrounded by various services that 

make it easier for the consumer to use, pay for and maintain the product, in addition to its 

branding, packing and labelling. These include the product support services, credit granted 

guarantees and warrantees given and after-sale services extended. Following is the brief 

outline of these points. 

(a) Product support services: A product support service is any service that helps the 

consumers to use the product, thus, a furniture store may hint on interior decoration, a short 

course may be given on how to use camera or a copier or a computer or a washing machine 

or a vacuum cleaner. These include installation services and demonstrations in case of items 

like heaters, air-conditioners or other mechanical devices. 

(b) Product credit service: Credit is the breath of modern marketing and it occurs at all 

levels. Thus, manufacturers grant credit to distributors and dealers and directly to buyers; 

wholesalers to retailers and retailers to consumers. Instalment and hire-purchase schemes are 

quite common these days. Commercial banks are granting liberal credit to encourage ‘book 

now and pay later’ schemes. Stiff competition and high profit margin encourage the business 

units to grant credit on liberal terms under different plans to suit the individual needs. 

(c) Product guarantees and warrantees: Giving a product guarantees and warrantees has 

been a common thing these days. A guarantee is a general policy of a manufacturer in respect 

of defective products. It is a promotional device of making broad promises that may or may 

not be legally binding. A warranty is the assumption of responsibility by the manufacturer 

and his distributor for the clear title, quality, character and suitability for intended use of 

products sold. Thus, warranty is more specific undertaking for repairing or replacing the 

merchandise. In both the cases, a definite period is stipulated for replacement of parts and 

damages can be claimed provided the conditions of warranty are fulfilled. Thus, any 

refrigerator company giving five or seven year warranty or guarantee for its heart the 

compressor is doing so only with stabilized electric power and not otherwise. 

iv. After-Sale Services: The responsibility of manufacturers and dealers of industrial and 

consumer durables is not over just after selling. They are expected to extend after-sale 

services both during and after guarantee period. These after-sale services are those 

concerning installation, repairs, maintenance and provision or spare-parts. These are extended 

generally at no extra cost during warranty period and thereafter at reasonably low prices. This 

practice of extending after-sale services is quite common in case of house-hold items like 

fridges, TV sets, sound systems, sewing machines, washing machines, kitchen appliances and 

office products like type-writers, duplicators, copiers and other appliances. In fact, vailability 

of after-sale services in time, at a place, at least cost is a precondition for increasing company 

sales. 



 

 

 

 

 

 

 

 

Unit-III 

Unit-III: Pricing: Setting the price, pricing process, pricing methods. Adapting price: 

Geographical pricing, price discounts and allowances, promotional pricing, discriminatory 

pricing, product mix pricing.  
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3.1 INTRODUCTION 

Price may be defined as the exchange of goods or services in terms of money. Without price 

there is no marketing in the society. If money is not there, exchange of goods can be 

undertaken, but without price; i.e., there is no exchange value of a product or service agreed 

upon in a market transaction, is the key factor which affects the sales operations. 

Meaning of Pricing: 

Pricing of the product is something different from its price. In simple words, pricing is the art 

of translating into quantitative terms the value of a product to customers at a point of time. 

Someone has opined that, “The key to pricing is to build value into the product and price it 

accordingly.” 

The salient ingredients of pricing are: 

(i) Pricing covers all marketing aspects like the item-goods or services-mode of payment, 

methods of distribution, currency used, etc. 

(ii) Pricing may carry with it certain benefits to the customers like guarantee, free delivery, 

installation, free after-sale servicing and so on. 

(iii) Pricing refers to different prices of a product for different customers and different prices 

for the same customer at different times. 

IMPORTANCE OF PRICING IN MARKETING STRATEGY: 

1. Price is the Pivot of an Economy: In the economic system, price is the mechanism for 

allocating resources and reflecting the degrees of both risk and competition. In an economy 

particularly free market economy and to a less extent in controlled economy, the resources 

can be allocated and reallocated by the process of price reduction and price increase. Price 

policy is a weapon to realize the goals of planned economy where resources can be allocated 

as per planned priorities. Price is the prime mover of the wheels of the economy namely, 

production, consumption, distribution and exchange. As price is a sacrifice of purchasing 

power, it affects the living standards of the society; it regulates business profits and, hence, 

allocates the resources for the optimum output and distribution. Thus, it acts as powerful 

agent of sustained economic development. 

2. Price regulates demand: The power of price to produce results in the market place is not 

equalled by any other component in the product-mix. It is the greatest and the strongest ‘P’ of 

the four ‘Ps’ of the mix. Marketing manager can regulate the product demand through this 

powerful instrument. Price increases or decreases the demand for the products. To increase 

the demand, reduce the price and increase the price to reduce the demand. Price has a special 

role to play in developing countries where the marginal value of money is high than those of 

advanced nations. De-marketing strategy can be easily implemented to meet the rising 

demand for goods and services. As an instrument, it is a big gun and it should be triggered 

exclusively by those who are familiar with its possibilities and the dangers involved. It is so 

because; the damage done by improper pricing may completely sap the effectiveness of the 
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well-conceived marketing programme. It may defame even a good product and fame well a 

bad product too. 

3. Price is competitive weapon: Price as a competitive weapon is of paramount importance. 

Any company whether it is selling high or medium or low priced merchandise will have to 

decide as to whether its prices will be above or equal to or below its competitors. This is a 

basic policy issue that affects the entire marketing planning process. Secondly, price does not 

stand alone as a device for achieving a competitive advantage. In fact, indirect and non-price 

competitive techniques often are more desirable because, they are more difficult for the 

competitors to copy. Better results are the outcome of a fine blend of price and non-price 

strategies. Thirdly, there is close relationship between the product life-cycle and such pricing 

for competition. There are notable differences in the kinds of pricing strategies that should be 

used in different stages. Since the product life span is directly related to the product’s 

competitiveness, pricing at any point in the life-cycle should reflect prevailing competitive 

conditions. 

4. Price is the determinant of profitability: Price of a product or products determines the 

profitability of a firm, in the final analysis by influencing the sales revenue. In the firm, price 

is the basis for generating profits. Price reflects corporate objectives and policies and it is an 

important ingredient of marketing mix. Price is often used to off-set the weaknesses in other 

elements of the marketing-mix. Price changes can be made more quickly than any other 

changes in the product, channel, and personal selling and sales-promotion includes 

advertising. It is because; price change is easily understood and communicating to the buyer 

in a precise way. That is why, price changes are used frequently for defensive and offensive 

strategies. The impact of price rise or fall is reflected instantly in the rise or fall of the product 

profitability, thinking that other variables are unaffected. 

5. Price is a decision input: In the areas of marketing management, countless and crucial 

decisions are to be made. Comparatively marketing decisions are more crucial because, they 

have bearing on the other branches of business and more difficult as the decision-maker is to 

shoot the flying game in the changing marketing environment. Normally, profit or 

contribution is taken as a base for pay-off conditions. Price can be a better criterion for 

arriving at cut-off point because; price is the determinant of profit or contribution. As pointed 

earlier, price as an indicator has a special role in the decision-making process in developing 

countries because, consumer response to price changes will be more quick and tangible as 

people have higher marginal value of money at their disposal. For instance, if it is a decision 

regarding selecting product improvement possibilities, select that possibility which gives the 

highest price as compared to the cost. These five points make product pricing an important 

and major function of marketing manager. However, until recently, it has been one of the 

most neglected areas of marketing management. In fact, we must have a specialist in pricing 

as we do have in other functions of marketing. This negligence is quite evident from the fact 

that even the well-known companies in the world price their products on simple concepts of 

costs market position competition and desired profit. Scientific pricing is much more than this 

easy exercise. 
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3.2 PRICING OBJECTIVES: 

1. Survival: Survival is the most fundamental objective in most cases. Organisations tolerate 

almost any kind of deficiency say, short-run losses, internal organisation, reduction in the size 

of operations and the like in order to continue in existence. Therefore, at least in the short-

run, some organisations price products with objective of obtaining working capital for 

uninterrupted operations. However, survival price objective is a short-run or a temporary goal 

and is insisted only when the firm faces a survival crisis. Once, it turns the corner, it shifts to 

other price objectives. 

2. Target return on investment: Pricing for profit is the most logical price objective. Pricing 

to attain predetermined profit involves the establishment of specific profit goals either as a 

percentage of sales or a P.O.I. or R.O.A.M. (Return of Assets Managed). Price decisions 

based on investment return are becoming very common both in private and public sector 

undertakings, these days. This objective expects a certain predetermined rate of return on 

capital employed over a period of time. That is, the sales revenue arrived at the end of 

financial year is enough to cover all the costs and leave desired margin equal to the rate of 

return. Most target return on investment price objectives is achieved by intuition or trial and 

error rather than by the use of predictable models to generate profit level. 

3. Market share: Market share is really a meaningful measure of the success of a firms 

marketing strategy. A market share price objective can be either to maintain the market share, 

to increase it or some times to decrease it. The company uses the price as an input to enjoy a 

target market share. Target market share means that portion of the industry sale which a 

company aspires to attain. This market share is normally expressed as a percentage of the 

total industry sales. Price is typically one of the most important variables in improving or 

maintaining market share. However, if the market share objective is pursued without regard 

to other objectives, it may not achieve the organizational goals. Price flexibility and, often, 

profits are linked to firm’s market share position. In all developing countries, they prefer 

market share price objective to rate of return objective. This price objective helps to maintain 

and meet the restrictions laid down by the laws of the land. Thus, MRTP Act of 1969 says 

that no company is to develop to such an extent as to call it ‘dominant’. The solution lies 

reducing the market share. 

4. Cash-flow Management: Product pricing decisions are extremely important to the 

financial manager. In the past, marketing plans did not, as a rule, make any major claim on a 

company’s cash reserves. Today, the marketing world has changed drastically. The rapid 

expansion of new product research and decentralized distribution net-works and the 

explosions of aggressive selling have made it necessary to commit sums of money to 

marketing. Since, there are many other demands within the firm, it is quite imperative that the 

price objective is to retain as much cash possible within a given period of time. This is of 

particular importance in case of those firms that spend a lot on product research and 

development like chemicals; electronics, pharmaceuticals and so on. Even the consumer 

packaged goods marketers incur heavy product introduction costs in the form of advertising. 

These sunk costs are to be covered early at a faster rate. 
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5. Price and profit stabilisation: Stabilising prices and profits can be a long-term objective 

of a firm. Fluctuating prices having fluctuating profits bringing into play unwanted forces 

affecting the firm’s economic health and status in market place. Stabilisation of prices and 

margins is more in critical industries where oligopoly prevails. For example, in marketing of 

most basic metals, it is an accepted practice of the majority of the firms to follow the price-

leader. The role of a price leader is generally that of maintaining stable prices in an industry 

in which erratic and irresponsible pricing moves would result in undesirable changes in 

market share and profits. Stable prices help in preventing price wars amongst the competitors. 

This stable price and profits objective can be set in motion by keeping the prices between the 

safe limits not allowing them to fall below a norm during slump and not allowing them to rise 

above norm during boom. 

6. Resource mobilisation: Mobilising the resources for either self-development or 

reinvestment elsewhere can be another price objective. Prices are deliberately set high in 

certain cases so as to make not more profits but to generate more surplus for the purpose of 

reinvestment in the same firm or other firms. Thus, State Trading Corporation of India has 

been following this objective on all the imported stuff sold in Indian market. One such 

example is imported cars. Similarly, petrol rates are kept very high as it yields a good easy 

surplus because; gasoline automobiles depend fully on petrol. As a governmental exercise, it 

works well and to that extent the general public escapes tax axe on their backs. This price 

objective is most commonly found in developing countries where it adds to the revenue ex-

chequer for reallocation. 

7. Meeting killer competition: Price can be used as a weapon to meet the competition or 

eliminate it. Matching or marring the competitors is the simplest strategy in case of those 

companies that are more interested in non- price strategies. Meeting of competition implies 

keeping more or less same prices as fixed by the competitors. Here, quality and cost 

considerations are to be taken more or less identical. In case of such price policy, consumers 

are at a loss to decide only by price. They go by other points such as weight, colour, 

dimensions, package, feel appearance etc. This can be called as maintenance pricing. As 

opposed to this, a firm is to follow destroyer policy followed in order to ward off possible 

entrants or to compel the competitors to leave the line. In latter case, such a policy is more 

successful if the competitor has the higher costs, so that he cannot afford lower prices. 

8. Profit maximisation: Profit maximisation is the age-old objective of pricing. Here, price 

policy followed by the management helps the firm to maximise its earnings under given 

market conditions. Maximisation of profits is of the overall activities of the firm and not in 

case of each product item because, it means exploitation and goes against the concept of 

social responsibility of charging reasonable profit. Profit maximisation can be a long-term 

objective because, at the early stages of product life-cycle, there is need for building up 

minimum market share, sales volume which is possible with lower prices and lower margins. 

Many a times, a firm may wish to sacrifice some short-run profits by pricing lower than 

pricing higher so that it keeps out competitors, thereby maximising the profits in the long-run. 

However, long-run profit maximisation is very difficult to estimate because, the environment 

is hard to predict beyond the short-run. 
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9. Maintaining the image: Every company has an identity from the moment it opens its 

doors. It is an identity representing what it has done to convey the public. It is the sum-total 

of the impression that the people have about the firm. It is about its products packages, 

trademarks, brand names, employees, graphics the marketing programme and the like. This 

image is deeply influenced by how the company handles the delicate and sharp weapon of 

pricing. For instance, a firm known for high quality and high priced products will lose its 

current clientele if it goes in for low quality and low priced products. As a result the high 

quality and high priced products are likely to lose their original image so far enjoyed. It is 

true conversely also. However, a company image well established will favour price policies 

of its choice because; the customers have accepted the company. Thus, in India, if Phillips, 

Hindustan Lever, Tata’s and the like follow the price policy that is supported in the light of 

their long- standing reputation. Thus, pricing policy can build an image, make it or mar it, 

though image insulates the changes in price policies. 

3.3 FACTORS INFLUENCING PRICING: 

Price is one of the elements in marketing mix, it influences the buying behaviour of customer, 

if price is too high with low quality may result in low sales, on the other hand if price is low 

with high quality result in company profits. Balancing these decisions marketing executives 

conduct market feasible study and sets the price. However different factors will influence the 

pricing decisions. These can be categorised into internal and external factors as shown in 

figure. 

The influencing factors for a price decision can be divided into two groups: 

(A) Internal Factors and 

(B) External Factors. 

(A) Internal Factors: 

1. Organisational Factors: Pricing decisions occur on two levels in the organisation. Over-

all price strategy is dealt with by top executives. They determine the basic ranges that the 

product falls into in terms of market segments. The actual mechanics of pricing are dealt with 

at lower levels in the firm and focus on individual product strategies. Usually, some 

combination of production and marketing specialists are involved in choosing the price. 

2. Marketing Mix: Marketing experts view price as only one of the many important 

elements of the marketing mix. A shift in any one of the elements has an immediate effect on 

the other three—Production, Promotion and Distribution. In some industries, a firm may use 

price reduction as a marketing technique. Other firms may raise prices as a deliberate strategy 

to build a high-prestige product line. In either case, the effort will not succeed unless the price 

change is combined with a total marketing strategy that supports it. A firm that raises its 

prices may add a more impressive looking package and may begin a new advertising 

campaign. 
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3. Product Differentiation: The price of the product also depends upon the characteristics of 

the product. In 

order to attract the 

customers, 

different 

characteristics are 

added to the 

product, such as 

quality, size, 

colour, attractive 

package, 

alternative uses 

etc. Generally, 

customers pay 

more prices for the 

product which is 

of the new style, 

fashion, better 

package etc. 

 

4. Cost of the 

Product: Cost and 

price of a product are closely related. The most important factor is the cost of production. In 

deciding to market a product, a firm may try to decide what prices are realistic, considering 

current demand and competition in the market. The product ultimately goes to the public and 

their capacity to pay will fix the cost, otherwise product would be flapped in the market. 

5. Objectives of the Firm: A firm may have various objectives and pricing contributes its 

share in achieving such goals. Firms may pursue a variety of value-oriented objectives, such 

as maximizing sales revenue, maximizing market share, maximizing customer volume, 

minimizing customer volume, maintaining an image, maintaining stable price etc. Pricing 

policy should be established only after proper considerations of the objectives of the firm. 

(B) External Factors: 

1. Demand: The market demand for a product or service obviously has a big impact on 

pricing. Since demand is affected by factors like, number and size of competitors, the 

prospective buyers, their capacity and willingness to pay, their preference etc. are taken into 

account while fixing the price. A firm can determine the expected price in a few test-markets 

by trying different prices in different markets and comparing the results with a controlled 

market in which price is not altered. If the demand of the product is inelastic, high prices may 

be fixed. On the other hand, if demand is elastic, the firm should not fix high prices, rather it 

should fix lower prices than that of the competitors. 
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2. Competition: Competitive conditions affect the pricing decisions. Competition is a crucial 

factor in price determination. A firm can fix the price equal to or lower than that of the 

competitors, provided the quality of product, in no case, be lower than that of the 

competitors. 

3. Suppliers: Suppliers of raw materials and other goods can have a significant effect on the 

price of a product. If the price of cotton goes up, the increase is passed on by suppliers to 

manufacturers. Manufacturers, in turn, pass it on to consumers. 

Sometimes, however, when a manufacturer appears to be making large profits on a particular 

product, suppliers will attempt to make profits by charging more for their supplies. In other 

words, the price of a finished product is intimately linked up with the price of the raw 

materials. Scarcity or abundance of the raw materials also determines pricing. 

4. Economic Conditions: The inflationary or deflationary tendency affects pricing. In 

recession period, the prices are reduced to a sizeable extent to maintain the level of turnover. 

On the other hand, the prices are increased in boom period to cover the increasing cost of 

production and distribution. To meet the changes in demand, price etc. 

Several pricing decisions are available: 

(a) Prices can be boosted to protect profits against rising cost, 

(b) Price protection systems can be developed to link the price on delivery to current 

costs, 

(c) Emphasis can be shifted from sales volume to profit margin and cost reduction etc. 

5. Buyers: The various consumers and businesses that buy a company’s products or services 

may have an influence in the pricing decision. Their nature and behaviour for the purchase of 

a particular product, brand or service etc. affect pricing when their number is large. 

6. Government: Price discretion is also affected by the price-control by the government 

through enactment of legislation, when it is thought proper to arrest the inflationary trend in 

prices of certain products. The prices cannot be fixed higher, as government keeps a close 

watch on pricing in the private sector. The marketers obviously can exercise substantial 

control over the internal factors, while they have little, if any, control over the external ones. 

3.4 SYSTEMATIC APPROACH TO PRICING 

As price is one of the marketing-mix variables, it warrants a precise and logical method for 

price setting. Firms should be systematic in setting the prices. Optimal prices cannot be 

established and pricing remains an art with a host of factors to be evaluated for which there 

are no precise measures and weights. Though, price setting is more an art, than a science, 

certain logical steps are involved in the appropriate approach to pricing. The most widely 

used pricing methods begin with costs. This cost-plus as a reasonable profit explanation of 

pricing is understandable. However, pricing strategy must be based on consumer, just as 

product, promotion and place strategies are. The ultimate goal of the price fixing process is to 

set a price that is compatible with the rest of the marketing-mix. This is not an easy task that 
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makes possible proper placement of costs which can hardly be ignored and meeting other 

considerations than profit. A systematic approach to pricing involves eight steps. 

These eight logical steps are narrated below: 

1. Identify the potential customers: The ultimate purchasers are those who pay the price for 

a product or a service. They are therefore, focal point in pricing strategy. It is extremely 

short-sighted to select a pricing policy or strategy without first identifying those people 

whom the pricing plan is supposed to affect. Of course, the identification of such market 

components is not a new step in the market planning. The users, purchasers and the purchase 

influencers who are important in pricing are exactly the same individuals whose needs and 

attitudes were explored in the development of the rest of marketing-mix. The novelty of 

identifying these individuals for pricing purposes lies not in the task of doing it but rather the 

role they play. 

2. Estimate the demand: Prices are seldom set for each user or a buyer. Rather, users are 

grouped together into market segments may be regional, economic, demographic or 

psychographic whose members are reasonably similar. For each market segment, it is 

necessary to determine the relationship of alternative prices to potential demand. The 

discovery of these relationships may require a deep penetration by the market planner into the 

nature of the demand for the product and the factors that influence it. This demand analysis is 

the part of the research activity as the starting stage of planning empirical studies of demand 

to produce demand schedules for each market segment. This permits the planner to judge 

fairly and accurately the range of prices that might be charged and price elasticity of demand 

within that range. In absence of statistical analysis or controlled experimentation, subjective 

assessment of market is the only way-out. 

3. Determine competitors’ prices: The importance of pricing in relation to competition 

makes it mandatory for the market planner to know exactly what competitors are charging. It 

is not that easy to get such competitive pricing information as it is usually a closely guarded 

secret. Though it is easier to get price-lists of competitors, the challenging task is that of 

actual pricing policy. In spite of this, there are several ways in which these obstacles to obtain 

the information can be overcome. Most sellers establish excellent rapport with a few key 

customers. These customers find it useful to provide selected manufacturers with information 

about the prices quoted by the competitors. It is also possible to get information by 

comparative shopping. This type of shopping involves the observation of prices actually 

charged by the competitors. 

4. Identify alternative basic prices: After pin-pointing the market, estimating demand and 

discovering competitors’ prices, it is usually possible to identify the basic pricing alternatives. 

The basic price is the reference price. It is price from which actual prices can be determined 

by adding extras and deducting intras. Actual prices deviate from the basic prices because of 

two reasons namely: 

1. Product-line pricing requires price differentials with different products in a multiple 

line and 
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2. Differences caused by market structures, geographical location, competitive 

conditions and terms and conditions of individual dealings. The number of pricing 

alternatives will depend on the range of prices within which the company chooses to 

compete and price elasticity that exists. 

The wider the range and greater the cross-elasticity of demand, the more will be the number 

of pricing alternatives that must be considered. If the range is narrow and the cross-elasticity 

is low, there should be only two or three distinct pricing alternatives. 

5. Calculate manufacturer’s net price: Assuming that the manufacturers use some 

middlemen, it is essential to calculate the amount of the basic price that will be paid to the 

manufacturer and the amount that will be retained by the channel member or the members. If 

the manufacturer sells direct to the final buyers, the basic price and the manufacturer’s net 

price will be the same. If the basic price is Rs. 500.00 and 20 per cent is given to the 

middlemen, then the manufacturer’s net price will be Rs. 400.00. From this it follows that if 

the company wants to make profit; all other costs fixed and variable must be less than this net 

price of Rs. 400.00, taking the above example. 

6. Estimate costs: Other costs to be incurred may be fixed or variable. Fixed costs are those 

that do not vary in total with the changes in the sales. These are depreciation, rent interest and 

other general and administrative expenses. Although these costs do not vary in total, they do 

decline per unit as the sales expand. On the other hand, variable costs are those that vary in 

total with output though they are constant per unit of output or sale. These are the items of 

direct material, direct labour, direct expenses and variable overheads. Since there are some 

expenses which are neither hundred per cent fixed nor hundred per cent variable, we must 

account for such semi-variable or semi fixed costs too. 

7. Calculate expected profit: The expected profit is obtained by multiplying the costs per 

unit by expected volume and subtracting this amount from the total revenue anticipated by 

the manufacturer. The most convenient way of doing this is to use break even analysis 

because, the break even chart shows the relationship between the total costs and the total 

revenue at alternative price levels and volume of output and sales. Much depends on the 

managerial philosophy and the minimum rate of return on capital employed or sales. 

8. Repeat the analysis for each major segment: It might be necessary to develop separate 

pricing strategies for each segment, if the marketer has more than one major segment. It is 

common for markets that are homogeneous in all other respects to be segmented on a price 

basis. Segmentation does not necessarily mean that the manufacturer must attempt to serve 

all, the segments. However, this is of particular significance as market price elasticity varies 

greatly from segment to segment in case of each individual firm. 
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3.5 PRICE DETERMINATION 

The companies resolve pricing issue by selecting a pricing method that incorporates costs, 

competition and demand factors. The choice of selection of pricing method depends on the 

type of product, company image or brand, location. Below are the methods to determine price 

of aproduct. 

A. Cost Based Pricing Methods:  

Costs establish the floor for the possible price range and there are two commonly used costs 

oriented pricing methods to set the product prices. 

(1) Cost plus pricing and 

(2) Target returns pricing. 

1. Cost plus Pricing Method: Cost plus or target or mark-up pricing involves simply adding 

a percentage of the cost to arrive at the price. There is slight difference between cost plus and 

mark-up pricing. Mark-up pricing is an addition of profit calculated as a percentage of sales 

rather than as a percentage of cost. In the final analysis, the amount of profit will be the same 

though the percentage of profit differs on cost and on sales. 

This is clarified by the following example: 

 

 

2. Target return pricing: It is another very popular cost oriented method followed by good 

many manufacturers. It is based on the break even analysis. It sets the prices at a desired 

percentage return over and above the breakeven point. Thus, the costs of producing and 

offering the goods for sale are determined and a target percentage return is then added to 

these costs at a given standard output level. Since, total revenue to be generated includes 

costs and profits, it is easier to find unit selling price by dividing the total sales revenue by 

http://cdn.yourarticlelibrary.com/wp-content/uploads/2015/04/clip_image00412.jpg
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total output or input level. If Kemp and Company has a standard output level of say. 80,000 

tricycles and the total cost works out to be Rs. 1,27,50,000 consisting of Rs. 42,50,000 fixed 

costs and Rs. 85,00,000 variables 

costs and it wants to make 20 per cent 

on costs, the total revenue generated 

will be of Rs. 1,53,00,000. Therefore, 

the unit selling price will be of Rs. 

180 each. This data can be presented 

in the form of a graph showing the 

cost, volume and profit relationship 

as given in Fig. 2. 

Merits and Demerits of Cost Based 

Methods: 

The cost based methods covered 

above have their own merits and 

demerits. The worth emphasizing one 

are narrated below: 

Merits: 

1. Simplicity: Unlike demand approach, cost ascertainment is much easier as estimation 

would not pose any problem. Moreover, it is internal to the firm. 

2. Harmonious Competition: There are lesser changes of price wars between the 

competitors as industry-wide costs mark-ups are uniform. Cost-plus pricing thus provides 

competitive stability. 

3. Socially Justifiable: Relative to demand oriented and competition oriented approaches, 

cost-plus pricing is socially fair. It is because, the rate or return remains the same even if the 

demand rises or falls. 

4. It is Safer: Cost based methods guarantee recovery of costs of production and distribution 

and do not allow the management to play with seasonal and cyclical shifts in the business. 

5. It Moves with New technology: It is quite reasonable and dependable method to opt for 

cost based pricing whenever a company is welcoming a new technology where the 

production problems and long-term cost conditions can hardly be predicted with ease and 

certainty. 

Demerits: 

1. Ignores Demand and Competition: Perhaps, the greatest shortcoming of the cost oriented 

methods is that they ignore the impact of demand and competition. Any pricing method that 

ignores these two strong external factors has hardly any practical utility. 

2. Arbitrary Cost Allocation: The methods used for joint costs allocation are far from being 

precise and perfect as large degree of arbitrariness prevails. Therefore, the prices based on 

such costs tend to be imperfect. This is a specific problem of company with multiple product 

portfolios where joint cost allocation is a headache. 

3. Cost Irrelevance: Very often prices which are based on costs are not always relevant to 

the pricing situation. For instance, there are situations where opportunity or incremental costs 
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are more relevant than full costs; during inflation future costs are more fitting than historic 

costs. 

4. New Products: Pricing new products is a problem as the firm is not having any past cost 

experience. Accurate unit cost can be arrived at only if market is tested and sales volume is 

known. 

5. No Penalty for Inefficiency: Cost based pricing does not penalize the inefficiency that is 

creeping in. On the contrary, it gives a good hideout. Say, if the product costs have shot-up 

by work stoppages, material wastage reduced output, all are covered as a part of total cost. 

 

B. Competition Based Methods:  

Good many firms set prices largely in relation to the pricing of their competitors. Though, no 

firm can afford to disregard cost and demand factors in pricing, it gives major attention to 

positioning its prices just relative to the prices of its competitors. There are two such 

commonly used competition based pricing. 

These are outlined below: 

1. Going Rate Pricing: Going rate pricing is the method of setting the prices in relation to 

the prices of competitors. The firm bases its prices largely on the competitors’ prices with 

less attention paid to its own costs or demand. Therefore, the firm may charge the same, more 

or less than the major competitor or competitors. Generally, in industries where oligopoly 

prevails such as steel, paper, fertilisers, aluminium, copper and the like, the firms charge the 

same price as their competitors. It is natural that the firm charges the prices when the 

competitor or competitors change not bothering about their costs and demand changes. Some 

firms may charge not higher or lower prices than their competitors. The following exhibit 

makes this concept very clear: 

Going Rate Price Fixing: 

Price per ton: 

 

Whether this method is appropriate or not, this depends on good many factors such as firm’s 

pricing objectives, the structure of the industry, existence of spare capacity, costs of 

production administration and selling of competitors and the customers’ perceptions of the 

products of the firm as compared to those of competitors. This going rate pricing is popular 

where the costs are difficult to measure and competitive response is uncertain. It reflects 

industry’s collective wisdom to the pricing that guarantees industrial harmony and fair return. 

2. Sealed Bid Pricing: In all those business lines where the firms bid for jobs, competition 

based pricing is followed rather than its costs and demand. The firm fixes its prices on how 

the competitors price their products. It means that if the firm is to win a contract or a job, it 
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should quote less than the competitors. With all this, the firm cannot set its price below a 

certain level. This is, it cannot price below the cost. One the other hand, higher price above 

its costs reduces the chances of winning the job. The net effect of the two opposite pulls can 

be well described in terms of “expected profit” of a particular bid. This can be explained with 

reference to the following exhibit: 

Effect of Different Bids on Expected Profit: 

 

In the exhibit, case one gives the lowest profit but the highest chances of getting the bid. With 

all that, profit is rupees 85. On the contrary, case No. 5 gives the highest profit with least 

chance of getting the bid with a profit of only rupees 21. Under these circumstance, the best 

bid would be one that gives maximum expected profit and that is case No. 2, with a profit of 

rupees 180. 

These competition based pricing methods are generally followed by the managers when: 

1. They believe that strong competitors are better and able to select appropriate prices so 

they “follow the leader.” 

2. Retaliatory price changes are likely beyond given range, and price changes by 

competitors have a substantial effect on company sales. 

3. Costs, demand and other factors that affect sales and profit are stable enough to make 

it possible to rely on following general industry pricing trends. 

C. Demand Based Pricing Methods: 

All those firms that set product prices based on costs or competition cannot afford to forget 

the relationship between traditional mark-ups or competitors’ prices and market demand 

considerations. Demand for products has its impact and, hence, demand schedules can be 

purposively incorporated into price setting through different methods. 

There are two important demand based methods namely: 

(1) Demand modified break even analysis pricing and 

(2) Perceived value pricing. 

1. Demand Modified Break Even Analysis: Demand modified break even pricing is that 

method which sets the prices to achieve highest profit (over the break-even point) in 

consideration of the amount demanded at alternative prices. In other words, this method 

requires estimates of market demand at each feasible price break even points and expected 

profit levels of total sales revenue can then be calculated. 
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The following exhibit and graph Fig. 3 elucidate this concept very clearly. 

Cost Volume Profit Relationship: 

Note: 

Total costs include fixed costs to the tune of Rs. 2, 00,000. As per the exhibit, the fixed costs 

are of Rs. 2, 00,000, unit variable cost Rs. 2.50 and the demand forecasts at prices Rs. 5, Rs. 

10, Rs. 15 and Rs. 20 are given 

correspondingly. It is quite 

evident that the price of Rs. 15 

gives the highest profit amongst 

all the alternatives figuring Rs. 

3, 62,500. Hence, Rs. 15 is the 

price accepted. Though this 

method gives the clear way, the 

basic challenge is one of getting 

accurate estimates of the price 

and the quantity demanded 

relations. In case of established 

products, the firm may employ 

time series analysis. 

Alternatively, the firm may 

conduct direct customer interviews rating the likely response at different price levels. Here, 

much depends on how the consumers actually respond. Instead, another approach is to use 

controlled store experiments. This approach can be used both in case of existing and the new 

products and it guarantees greater validity than time series analysis. 

2. Perceived Value Pricing: 

Of late, good many firms are setting their product prices on the basis of perceived value of a 

product. It is the buyer’s perception of value and not the seller’s cost which the key to the 

product is pricing. The prices setter use non-price variables in marketing-mix to build up 

perceived value in the buyer’s minds and price is set to capture the perceived value. This 

approach fits well within the thinking of product positioning. For instance, people have their 

own perception value for say Zodiac ties, Double bull shirts, Leo toys, Bata shoes, Fiat car, 

Vespa scooter, HMT tractors, Tata trucks, Bajaj tempos and so on. This pricing strategy is 

though psychological, underscores the behavioural foundation underlying price elasticity. 

The people are readily willing to pay a premium price. The willingness of customers to pay a 

higher price depends on their perception of the fairness of the price, of the quality they get for 
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the price they pay. If a competitor is selling his tractors at Rs. say Rs. 80,000 and you are 

selling at Rs. 90,000 you must convince your customer as to why he should pay more to the 

extent of Rs. 10,000. 

For this, your answer may be: 

 

Thus, the customer may be convinced as to why he is to pay more by Rs. 10,000 and gain 

getting a discount of Rs. 10,000 failing which he would have paid Rs. 20,000 extra. The key 

to perceived value pricing is the most accurate determination of the market’s perception of 

the offer’s value. Inflated or deflated perception value calculated by the price setters are 

likely to go wrong. That is why; market research is needed to establish the market’s 

perception of value as a guide to effective pricing. 

3.5 PRICING POLICIES AND STRATEGIES 

It is essential to establish policies for pricing of its products or services or ideas just as it is 

for all the aspects of business decision-making. Without definite price policies, each price 

decision is a time-consuming, tedious and a pell-mell affair. A policy frame-work should lead 

to pricing that is consistent with the company objectives, costs, competition and demand for 

the product. A set of price policies and strategies will not only make price setting easier but 

also make possible as series of prices at various levels of distribution that are rational and 

justifiable. It is all possible because, pricing policies are the guidelines providing a focus 

within which the company management administers the policies to match to the market 

needs. 

Following are some of the pricing policies and strategies which are in vogue. 

A. Price Variation Policies: Price variation policies are those where in the firm attempts to 

vary the prices of its products with a view to match them with the differing market needs. 

There can be three variations of such price variation policies. 

These options open to the firm are: 

(1) Variable price policy. 

(2) Non-variable price policy and 

(3) Single price policy. 
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1. Variable Price Policy: It is that policy in which the company charges different prices for 

sale of its like goods at a given time to similar buyers purchasing in comparable quantities 

under similar conditions of sale. This is, prices charged differ from buyer to buyer. This 

variable price policy is more apt in small business and where products are not standardized. It 

works well where the individual sale transactions of large sums and the bargaining power of 

individual purchasers is differing with the size of the transaction. The greatest advantage of 

this variable price policy is that it has the highest degree of flexibility as a promotional tool. 

But it creates friction and dissatisfaction among the consumers who feel that they are 

discriminated. Further, it is a time consuming affair. 

2. Non-Variable Price Policy: It is also called as ‘one price’ policy because, the company 

charges similar price for sale of like goods at a given time to a class of buyers purchasing in 

comparable quantities under similar conditions of sale. Here, the price charged varies from 

class to class say, wholesalers, sub-wholesalers, retailers and distributors. This non-variable 

price policy is less discriminatory as prices differ from class to class than customer to 

customer. It is a popular price policy followed by all those firms which have indirect 

marketing arrangements. There will be no question of price bargaining as the rates are 

applicable to the class of buyers as a whole. The greatest satisfaction is that there is no cause 

for friction and heart-burning among the buyers. 

3. Single Price Policy: It is that price policy wherein all the buyers irrespective of their class, 

size, or the conditions of purchases are charged similar purchase price under similar 

conditions of sale. This is the price policy that has no touch of discrimination and it is 

constructive in the sense that it helps in building goodwill. It is equally easy to administer as 

there is no scope for bargaining. Instead of speaking on price of the product, the sales army 

can utilize its time on product quality, service and outstand ability. However, this price policy 

does not find favour with quantity buyers who feel that they should have been charged much 

lower prices than the small-lot purchasers. As a result, such buyers may be lost to competitors 

unless the product is really known by its brand. This feeling is easily accommodated by 

product differentiation and market segmentation. 

B. Geographic Price Policies: Geographical price policies are fully reflective of the practical 

problems of consumers and producers or the sellers locating geographically and the emergent 

transportation costs of linking them. Take our own country where production centres are 

highly concentrated while the consumption centres are widely dispersed. Thus, the cities like 

Mumbai, Chennai, Calcutta, Delhi, Ahmadabad, Bangalore, Hyderabad where we have 

industrial conglomeration while the demand for the products produced in these comes from 

far off places. Taking transport costs as major thrust, pricing policies are designed. 

The major geographical pricing policies are: 

(1) Point of origin price policy. 

(2) Freight absorption price policy. 

1. Point of Origin Price Policy: It is that type of geographic pricing policy in which a firm 

quotes ex- factory price and makes no allowance for the transportation costs necessary to 
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move the goods to the point of destination. There can be two variations in this policy namely, 

‘ex-factory’ and ‘free on rail’ (F.O.R). Price under ex- factory pricing holds buyer 

responsible for all the transportation costs both freight and cartage from the factory point. On 

the other hand, F.O.R. price is the one in which the company bears cartage or carriage till the 

transport agency or the railway station. That is, the buyers are to meet freight from the 

transport agency or the railway station to the point of destination. Point of origin price policy 

leads to the establishment of the geographical monopoly for the firm because, the 

transportation costs separate those firms located in distant areas from competing with the 

local producers. It guarantees better price realization in local markets wherever the products 

enjoy relatively inelastic demand. Further, price quotations and price administration are 

simplified. However, a firm cannot enter national market unless its products are distinctive 

enjoying inelastic demand and strong brand loyalty and where competitors find it difficult to 

enter. 

2. Freight Absorption Price Policy: Freight absorption price policy is one that absorbs the 

transportation costs fully or partly. That is, the price quoted is inclusive of transportation 

costs. In other words, the buyers do not bear directly freight and other transportation charges 

though the price includes such charges. 

There can be three variations of this freight absorption price policy namely: 

(1) Uniform delivered price policy. 

(2) Zonal price policy and 

(3) Base point price policy. 

‘Uniform Delivered Price Policy’ is popularly known as ‘postage stamp’ price or ‘F.O.R. 

Destination’ price. It is one in which the firm absorbs full transportation costs and delivers 

the goods to all the buyers at their ends at a uniform price irrespective of location and 

distance. Thus, buyers from Goa, Mumbai, Kolkata, Chennai, and Delhi and so on all are to 

pay a uniform price that includes full freight absorption by the firm. Under actual business 

conditions, the firm averages the total freight charges for all customers and ads in full or part 

to the basic price so as to arrive at the final price to be quoted. It implies that the firm’s net 

return differs from location to location of the buyers. This policy is fully used to expand 

market as a non- price competitive measure. This is of special significance in catching distant 

markets. 

‘Zonal Price Policy’ is one under which the firm divides its markets into zones and quotes 

uniform prices to all the buyers located in the identified zone. That is, the prices quoted will 

differ from zone to zone rather than a single price all over the country. The price arrived at is 

the addition of average transportation costs to the basic price. As a result, buyers located in 

close zones are penalized and those located at distances are subsidized. Thus, there is a partial 

absorption of the transport costs in real sense. This, policy, therefore, stabilises the prices 

within a zone and simplifies calculation of transport charges. 

‘Base Point Price Policy’ like zonal pricing policy it implies partial absorption of the 

transport costs by the firm. However, the price is quoted by adding transport costs computed 
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up to the buyers’ location by reference to one geographic location, not necessarily the factory 

and that location is called as ‘base-point’. In other words, the buyers pay ex-factory price plus 

freight computed from the nearest base point irrespective of the actual freight incurred by the 

firm. In such a deal, it is quite possible that the actual freight paid by the company may be 

less than what is charged to the buyer. This difference enjoyed by the pricing firm is known 

as ‘phantom freight’. Depending on the number of base points, such policy can be single 

base-point price policy or multiple-base point price policy. This price policy is normally the 

collective decision of all the firms that believe in base-point pricing. However, this price 

policy encourages price rigidities and discriminates against local buyers who are forced to 

pay ‘phantom freight’ for no fault of theirs. That is why; it is controversial price policy with 

collusive overtones. 

C. Price Differential Price Policies: The price policies that involve price differentials are 

those the pricing firm accepts the gap between the price ‘quoted to the consumers or dealers 

and the actual price charged. Thus, price differential represents the differences between the 

price quoted and the price charged to the buyer. Such price differentials have been accepted 

as part of pricing strategies to encourage buyers, to meet competitive pressure, to attain 

financial objective and finally to compensate the buyers for the loss of value satisfaction. By 

‘price differential’ we mean that the final price will be less than the quoted price. It is not 

always true because, it may mean price hike too. Thus, discounts and rebates reduce the basic 

price quoted while warranty charges might increase it that is they are the subtractions and 

additions to the price quoted. Therefore, the forms of price differentials are discount rebates 

and premiums. 

Discounts: Discount is the price differential that reduces the quoted price so that the buyer 

pays much less than the quoted price. Discount is an allowance made to the buyers in 

consideration on marketing services rendered. Discount can be of three types namely, trade 

quantity and cash.  

‘Trade discount’ or functional discount is the deduction allowed of the quoted price with 

reference to specific position enjoyed by the buyers in the channel of distribution. The aim is 

to compensate the intermediaries of the distribution channel for their valuable service 

rendered. It is a percentage deduction of the quoted price. Say, it the firm quotes a price of 

Rs. 3,000 per ton and allows a trade discount of 10 per cent to the wholesalers and retailers, 

and then the actual price payable by the wholesalers and retailers will be Rs. 2,700. If the 

retailers are given 20 per cent off, then the price to the retailers will be Rs. 2,400 per tonne. In 

other words, the manufacturer may allow 30 per cent to the wholesaler and wholesalers may 

allow back 20 per cent to the retailers so that they retain 10 per cent. Trade discount varies 

from industry to industry, company to company and product to product in a company. It 

depends on the length of the channel and the nature of functions performed by intermediaries. 

The merits of granting trade discount to the company are: 

1. An attractive discount lures the intermediaries to operate in the channel. 

2. Price can be differentiated without varying it so as to match it with customer demand 

elasticity. 
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3. Large discounts help in increasing the sales as the benefit of discount may be passed 

on to them also. The only difficult aspect is how to assess the functions and the 

performance of intermediaries for fixing a standard rate of discount. 

‘Quantity discount’ is the deduction allowed off the quoted price to the buyers on the basis 

of quantities bought. It is generally allowed on the aggregate of all or specific classes of 

product purchases measured in rupee value or physical units or in terms of purchases at time 

or purchases over a period of time or beyond a specific floor volume. 

For instance, the following schedule may operate in case of a firm: 

Schedule of Quantity Discount: 

 

Thus, if a buyer purchases 1,001 units, the rate actually applicable will be 47.5 per cent 

(effective) and the rate per unit will be Rs. 44.65. Hence the total amount of discount enjoyed 

by him on 1,001 units will be of the order of Rs. 2,352.35. Now this discount may be on a 

single purchase or the cumulative purchases made over a period. Again, the slab rates make it 

clear that prices quoted are reduced with the increase in the quantity purchased and increase 

in the rate of discount. 

The merits of granting quantity discount are: 

1. They encourage bulk purchase or orders that will be economical to handle. 

2. Slow moving items or ‘self-warmers’ can be moved faster with this bait of quantity 

discount. 

3. They stabilise orders booked irrespective of changes in seasons and thus production 

can be kept in balance. As against these merits, there are some problems too. Those 

buyers who do not qualify marginally are likely to oppose this idea as they are 

disappointed and demoralised. Again, it is difficult to design anti-discriminatory, anti-

competitive discount schedule. Violation of these conditions is a legal offence under 

the MRTP Act. 

‘Cash discount’ is the deduction from the invoice price granted to all those who clear their 

bills within the desired dead-line. It is a reward to the buyer for timely or prompt payment of 

the amount due. The cash discount rates are based on the prevailing rates in the market at a 

given point of time. For instance, if a buyer has bought goods worth Rs. 1,000 and is 

eligible for 20 per cent trade discount and 5 

per cent cash discount for clearing the bill 

within a fortnight, he enjoys the discounts on 

quoted price of Rs. 1,000 as under: 
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The advantages of granting cash discount are: 

1. It encourages prompt or timely payment. 

2. Liquidity of the company can be improved, particularly when the money market is 

tight. However, this cash discount should be used carefully because; indiscriminate 

use at all the times only increases the costs. 

Rebates: ‘Rebate’ is a deduction of the quoted price. Many a times, the buyers suffer loss of 

value satisfaction caused by certain factors. The causes of such dissatisfaction may be 

defective goods delivered, delays caused in delivery, goods damaged in transit, possible 

deterioration in quality on the shelves. In order to accommodate these genuine claims, 

concessions are given in the form of rebate. One cannot think of standard rates of rebate. 

Only the merit of the individual case in respect of which rate can be decided. For instance, in 

case of ‘second hands’ may be in case of cloth, suit-cases, ready garments, soap cakes, and 

the like anything between 25 per cent to 45 per cent of the ‘firsts’ quoted prices. It is worth 

remembering that the rebates are calculated before calculating the discounts. 

For instance, if VIP Luggage 

Company quotes a price of Rs. 

550 for the ‘first’ quality 20″ 

suitcases, and the buyer is 

allowed 30 per cent rebate, 20 

per cent trade discount and 5 per 

cent cash discount, the actual 

amount payable will be: 

 

The Merits of Granting Rebate to Buyers are: 

1. It acts as an instrument of wiping off the tears by compensating the value 

dissatisfaction suffered. 

2. It has psychological elevation of granting at times too many concessions thus boosting 

the sales of the defective. However, as there cannot be one standard rate of rebate, 

buyers have the feeling of partial satisfaction and resentment which affect the firm’s 

goodwill. 

Premiums: All the earlier four points were those that reduced the net price payable by the 

buyer. However, at times, opposite is also true. There are occasions where the actual price 

paid will be higher than the quoted price. Thus, consumer durable manufacturing units can 

add premium to the price quoted for one reason or the other. It does not mean that discounts 

are not given. Even after enjoying discounts, the prices paid might be higher. It is not that all 

companies resort to this premium adding. Thus, a tractor or fridge, oil engine, or generator 

units are likely to add extras for say warrantees, special after-sale services, and extra 

durability and so on. Let us take the case of television manufacturing company. 
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D. Leader Price Policy: Leader pricing is one where the firm in the industry initiates the 

price changes and these price changes are so effective that other firms follow suit. It is the 

one of price approximation by followers to that of initiator in the industry. In marketing 

jargon the former is called as “price follower” and the latter as “price leader”. This pricing 

policy works on the principle that there is some truth and wisdom in following the established 

and giant units. This normally occurs in all those industries where the products are highly 

standardised and produced on mass scale. It may be a cigarette, sugar, cement, fertiliser, steel, 

tea, soaps, paints, type-writers and so on. A company can afford to a price leader only when it 

enjoys lion’s share of market; is well informed about its demand, supply and cost conditions; 

has the reputation for sound pricing policies over the years, and above all the management 

has all the drive and initiative. Many times, it pays to be the price follower than the price 

leader. The price leader has several options of effecting changes such as maintaining the 

price, raising relative perceived quality, reduce price, increase and price improve quality or 

launch low price fighter line. 

E. Psychological Pricing: Psychological pricing is to do with creating a typical consumer 

perception so that the consumer is made to buy the product. That is, the prices fixed influence 

the psyche of customer and spur him to action. It is mostly the price policy followed by 

consumer durables. Thus, shoes companies in India have played with the consumer 

psychology by pricing say, Mocasin pair at Rs. 399.95 instead of pricing at Rs. 400.00 

straight. It means two things; for the customer one that things are cheaper and that the 

manufacturers are not exploiting the consumers because, they are true to the last paisa. It is an 

advantage to the seller as it multiplies the sales. 

F. New Product Pricing Policies: Basically, price determination process involved in case of 

new products need not be very much different from those of existing products. However, 

there are distinct price objectives involved in case of new products. Larger latitude of pricing 

objectives is possible in case of new products; pricing flexibility is also greater. There is 

growing competition and limited accepted prices when the new product is in the growth, 

maturity and decline stage. Further, as product is yet to see light of the day, much depends on 

external factors. 

In case of new products, there can be two possible price policies namely: 

1. Skimming price policy and 

2. Penetration price policy. 

1. Skimming Price Policy: Skimming price policy sets high initial price to first profit from 

price inelastic customers, and then successively lowering the prices, often under increasing 

competitive conditions, to the levels that more price sensitive customers are willing to pay. It 

sets introductory prices at high levels relative to costs to “skim the cream” off the market. As 

there is no immediate competition and there are price inelastic customers, the firm finds it 

easier and safer to set initial new product prices as high as possible relative to costs and to 

lower the prices gradually as the market conditions dictate. It is essentially a slow risk 
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strategy and allows the sellers to recover their investment rapidly though the higher returns 

that tempts the competitors to enter the arena. 

This skimming pricing policy is going to be very successful under the following 

conditions: 

1. Where the demand is relatively inelastic because, the customers know little about the 

product and close rivals are few. 

2. Where the market can be broken down into segments with different price elasticities 

of demand. 

3. Where little is known about the cost or price elasticity of the product. 

4. Where it is essential to minimise the risk as one can move down then move up in the 

prices. The companies with high price tags ride the storms of depression easier than 

the cut-price merchants as their high margins support them. 

5. Where the firm is efforting to ‘up-market’ its product so as to improve further on 

quality, service and expenditure on marketing costs and so capitalise on its efforts. 

2. Penetration Price Policy: As opposed to the concept of skimming price strategy, it is an 

attempt to set new product prices low relative to the costs. It involves setting low initial price 

to establish market share, pre-empt the competitors and/or to capitalise production 

economies. By setting low initial prices, the competitors are kept away and this makes 

possible for the firm to enlarge its share by generating larger sales volume. 

The conditions which favour penetration pricing policy are: 

1. Where there is high price elasticity of demand. That is, the firm is depending on low 

prices to attract more customers to new product. 

2. Where large scale economies are possible, it is because, large sales volume means 

lower unit cost. 

3. Where there is a strong threat of competition; here only a low price can ward off 

potential entrants to the market. 

4. Where there is unutilised capacity; it is because, the price policy that increases the 

demand has no meaning unless the firm is in a position to meet the demand created. 

5. Where market segments are not there so that high price may be accepted. 

G. Promotional Pricing: The intention of promotional pricing is to stimulate early purchase 

on the part of consumers. Companies follow good many strategies to achieve this goal. 

These are: 

1. Loss Leader Pricing: Most of the supermarkets and departmental stores reduce the prices 

of products on well known brands to attract more and more customers to increase sales. This 

pays if the additional revenue. Sales compensates for the lower margins on the loss-leader-

items. Manufacturers of loss-leader brands generally object to this practice because it can 

dilute the brand image and bring more complaints from retailers who charge the list-price. 

Manufacturers have tried to restrain the intermediaries from loss- leader pricing through 

lobbying for retail-price maintenance laws but these laws have been revoked. 
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2. Special Event Pricing: Sellers fix special prices in certain seasons and events to draw 

more customers. Mostly seasonal products make it possible to make good margin. The event 

of reopening of schools and colleges in June, there good demand for student’s needs. Even in 

case of eventful festivals, sellers make good margin and money by charging uniquely higher 

and bargain prices. In India marriage season attracts people to buy gold and jewelleries and 

clothes between Octobers to May. 

3. Cash Rebates: In case of consumer durable goods-especially white goods like two- 

wheelers, autos, cars, fans, fridges, washing machines and home appliances including 

electronic goods, cash rebate is given. Thus, MUL in case of each model it makes a cash 

rebate ranging between Rs. 10,000 to 35,000, depending on the model. This is for a specific 

period. Rebates can help in clearing inventories without cutting the list price. 

4. Low or Zero Interest Financing: Instead of cutting the product’s prices; the companies 

can offer goods at zero or low rate of interest the finance. This is a credit transaction but there 

is a guarantee of recovery and hard sell goods are pushed off. This is very much common in 

case of consumer durables. This helps the consumers too. Further, the investment inventories 

are cut on the part of the manufacturers and distributors. 

5. Longer Period Payments: Consumers hesitate to buy products like cars, two wheelers, 

ready flats, and travelling. In such cases, they do not mind paying comparatively higher rates 

of interest, but the period of payment is extended to make monthly instalment quite handy. 

This is good proposal for both dealers and customers. 

6. Warranties and Service Contracts: We see that companies have been tempted to extend 

warranty period which never heard earlier. Thus, LG Washing Machine has 7 year warranty. 

Asian paints have 8 year warranty. Similarly in case of TV sets and other electronic goods 

warranty period is extended because of which consumers come forward to buy these products 

without any hesitation. Added to this, they extend service contracts at reasonable costs. 

7. Psychological Discounting: One is aware of discounts from normal prices are legitimate 

form of promotional pricing. Now more and more companies are adopting what is known as 

psychological discounting. It means that the price is originally at a high level much more than 

that of normal. Later, high rate of discount is given, where the seller is at gain always. Such 

tactics are highly objectionable as it is not ethical and legitimate. It is a day-light robbery. 

Thus, a woollen sweater is originally priced at say Rs. 1100, but is sold at say Rs. 880, only 

with attractive presentation of price tag. Promotional pricing strategies are very often a zero-

sum game. If they work competitors imitate them and they lose their effectiveness. If they do 

not work, they waste money that could have been put into other marketing tools, such as 

building up product quality and service or strengthening product image through advertising. 

One is to think twice; to what extent these tactics can be applied and used for mutual gain of 

the dealers and the consumers. There is great risk of consumer loyalty. 

 



 

 

 

 

 

 

 

 

 

Unit-IV 

Unit-IV: Marketing channels: The Importance of marketing channels - Channel design 

decisions - Channel management decisions - Channel Conflict: Types, Causes and managing 

the conflict.  
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INTRODUCTION 

Marketing channel or the distribution channel refers to a set of organizational bodies, isolated 

from the producer, that are involved in supplying of the product to the consumer. It is seen as a 

channel which starts from production and ends at consumption. As a concept it is very similar to 

distribution channel.  Marketing channel can drive marketing objectives of a firm. As per the 

marketing channel chosen, the pricing strategy of the product can be determined as we see a 

lot these days. Selling through a website directly to consumer a manufacturer may be able to 

offer better discounts whereas selling through a more traditional channel through a 

wholesaler/distributor, they may have to sell it at MRP. 

4.1 PRINCIPLES AND ROLE OF MARKETING CHANNELS 

Significance of the channels of trade can be compared to the pipeline system or the routes 

that connect two points. They are the lifelines in the palm of marketing system. That is why, 

Professor Peter Drucker once said “channels are primary and products are secondary” and 

“deserve much more attention and study than they usually receive”. It is the trade channel 

system that creates “value added” to all the products and services. If value utility is created 

by manufacturing, it is the distribution system that creates time and place utilit ies. What a 

trade channel does is clear from the principles explained by Mr. W. Alderson. 

These principles elucidate significance of channels: 

1. The principle of minimum total transactions: In the process of exchange, the need for 

channels and the intermediaries arises because; they improve the efficiency of exchange 

process. Precisely, it is less costlier and complicated to deal indirectly than directly with the 

final users. 

The following are three situations: 

This exercise demonstrates that more and more intermediaries will be available only at 

diminishing returns from contractual efficiency because, more the intermediaries more will 

be the contact points. Thus, these contacts can be reduced and beyond that it goes on 

increasing as it is clear from situation  

Fig. 4.01 where we have ten contacts and only seven contacts in situation  

Fig. 4.02 and this picture is distorted in situation.  

Fig 4.03 where the contacts are increased to Fourteen. 

The situation of minimum contacts results in economies in the realm of distribution. Let us 

take a case. Say, the manufacturers send goods to retailers by spending Rs. 2.00 each and, 

hence, the total transport cost in situation one comes to Rs. 20.00 (10 contacts for Rs. 2.00 

each). If we change to situation Two, let us say, they spend Rs. 4.00 each between 

manufacturer’s points and wholesaler and the wholesaler spends Rs. 1.50 for each retailer 

totaling to Rs. 7.50 between wholesaler’s and retailer’s points. Thus, the total transportation 
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cost works out Rs. 15.50 (Rs. 4.00 ± Rs. 4.00 +Rs. 7.50) thus resulting in a saving of Rs. 

4.50. 

 

This exercise is worked out on the assumptions namely: 

1. The cost of any two lines of contacts of transactions is the same. 

2. Whenever, more than one wholesaler is employed by a manufacturer, each retailer 

avails the services of each of these wholesalers. 

3. There is no difference between the direct and the indirect communication costs and 

quality of service rendered by intermediaries in terms of effectiveness and efficiency. 

2. The principle of smoothening gaps in assortment and sorting: 

The intermediaries are known for smooth flow of products and services between the makers 

and the users by creating time, place and ownership utilities.These utilities increase the value 

of the consumers’ assortments. The intermediaries sort out the goods and services in the light 

of consumer assortments thus bridging the gaps between assortments of goods offered and 

one demanded by the consumers. In other words, assortments are the outcome of sorting out 

work undertaken. 

http://cdn.yourarticlelibrary.com/wp-content/uploads/2015/04/clip_image00235.jpg
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3. The principle of routine: The cost of any transaction can be minimized considerably, if 

attempts are made to regularize or routines them in terms of say a product or a service 

valuation, mode and time of payment. In absence of routinisation, the things are left to sheer 

bargaining resulting possible reduction in efficiency and, hence, loss emerges. Routinisation 

has other advantages too. Among these, most significant ones are: 

(a) It encourages standardization of goods and services that facilitates performance 

evaluation and comparison. 

(b) It encourages production of those items which are valued high. 

(c) It encourages segmented flow of products and services. 

4. The principle of searching: The marketing system represents exchange process where the 

buyers and sellers are researching for them the matching sellers and buyers. Search is 

common to both the parties which are uncertain. Thus, buyers want to search as to what is 

there for sale? Who is selling? Where? When? At what price? And under what conditions? 

On the other hand, sellers are eager to know about what buyers want? Who are the buyers? 

Where? When? At what price? And under what conditions? The distribution channels greatly 

facilitate this mutual search and bring the parties together for their mutual benefits. 

5. The principle of amassed reserves: In the process of distribution, to move the goods from 

producers to consumers, the stocks are to be held at all the points of the pipeline. This is what 

this principle says. However, it appears strange but true that the total goods held in storage at 

a time would be much larger in absence of these intermediaries because, the final buying 

units or the buyers outnumber these intermediaries. It is equally true because, the goods set in 

the pipeline are on the move than outside the pipeline. 

6. The principle of proximity: The essence of this principle is that the intermediaries are 

much closer to the consumers than the producers or the manufacturers. That is, they have 

deeper involvement with consumers that helps them to understand the consumer needs and 

possible change and pass on the same to the producers or the manufacturers through orders 

and message. It does not mean that they are not at all involved with the producers. They pass 

on the information useful to the customers from the manufacturers too. However, they are’ 

more interested, and therefore, involved with the final users. 

4.2 CLASSIFICATION OF DISTRIBUTION CHANNELS 

Industrial channels are shorter than consumer channels because there are a small number of 

industrial customers, and they are geographically concentrated at a few locations. Industrial 

products are often complex in nature, and the buying process is long. Manufacturers and 

industrial customers interact extensively during the buying process, and even afterwards, as 

most industrial products need to be routinely serviced. Consumer channels are normally 

longer because a large number of geographically dispersed customers have to be reached. The 

consumers buy in small quantities. The information needed to arrive at a purchase decision is 

limited because the products are not very sophisticated. 
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Consumer channels: Manufacturers may reach out to consumers either directly, i.e., without 

using distribution channels, or by using one or more distribution channel members. 

 

Manufacturer to consumer: Direct marketing includes use of personal selling, direct mail, 

telephone selling and internet. Avon cosmetics, Tupperware, Aqua guard and Amazon.com 

are examples of companies engaged primarily in direct marketing. The company contacts 

customers directly through salespersons, mail, telephone, or internet and makes sales. The 

products are sent directly to customers by the manufacturers. 

Manufacturer to retailer to consumer: Retailers have grown in size. Growth in retailer size 

means that it has become economic for manufacturers to supply directly to retailers rather 

than through wholesalers. Supermarket chains and corporate retailers exercise considerable 

power over manufacturers because of their enormous buying capabilities. Wal-Mart uses its 

enormous retail sales to pressurize manufacturers to supply products at frequent intervals 

directly to their store at concessional prices. 

Manufacturer to wholesaler to retailer to consumer: For small retailers with limited order 

quantities the use of wholesalers makes economic sense. Wholesalers buy in bulk from 

producers and sell smaller quantities to numerous retailers. But large retailers in some 

markets have the power to buy directly from manufacturers and thus cut out the wholesalers. 

These big retailers are also able to sell at a cheaper rate to consumers than retailers who buy 

from the wholesaler. Wholesalers dominate where retail oligopolies or monopolies are not 

dominant. 

Manufacturer to agent to wholesaler to retailer to consumers: A company uses this 

channel when it enters foreign markets. It does not have enough sales to warrant the setting 

up of a sales and distribution infrastructure, and therefore, it delegates the task of selling its 

product to an agent who does not take title to the goods. The agent contacts wholesalers in the 

foreign market and receives commission on sales. Companies want to sell to larger number of 

customers, and hence are increasingly using multiple channels to distribute their products. A 

company’s product may be found in a company-owned store, an exclusive store, a multi-

brand store and a discount store simultaneously. Companies have realized that all customers 

of a product do not buy from the same retailer. 

 



D. Bhuvankumar   MM BBA IV SEMESTER 

Sanjeev Degree College  102 | P a g e  

 

Industrial channels: 

Industrial channels are usually shorter than consumer channels. Direct selling is prevalent due 

to closer relationship between the manufacturer and the customer, as well as due to the nature 

of the product sold. 

 

Manufacturer to industrial customers: This is a common channel for expensive industrial 

products like heavy equipments and machines. There needs to be close relationship between 

the manufacturer and the customer, because the product affects the operations of the buyer. 

The seller has to participate in many activities like installation, commissioning, quality 

control and maintenance jointly with the buyer. The seller is responsible for many aspects of 

the operations of the product long after the product is sold. The nature of the product requires 

a continuing relationship between the seller and the buyer. The large size of the order makes 

direct selling and distribution economical. 

Manufacturer to agent to industrial customer: A company that sells industrial products 

can employ the services of an agent who may sell a range of products from several producers 

on a commission basis. Such an arrangement spreads selling costs and is beneficial to 

companies who do not have the resources to set up their own sales and distribution 

operation.The arrangement allows the seller to reach a large number of customers without 

having to invest in a sales team. But the company does not have much control over the agent, 

who does not devote the same amount of time and attention as a company’s dedicated sales 

team. 

Manufacturer to distributor to industrial customer: For less expensive, more frequently 

purchased products, distributors are used. The company has both internal and field sales staff. 

Internal staff deals with customer and distributor generated enquiries and order placing, order 

follow-up and checking inventory levels. Outside sales staff is proactive. They find new 

customers, get product specifications, distribute catalogues and gather market information. 
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They also visit distributors to address their problems and keep them motivated to sell the 

company’s products. Distributors enable customers to buy small quantities locally. 

Manufacturer to agent to distributor to industrial customers: The manufacturer employs 

an agent rather than a dedicated sales force to serve distributors mainly because it is less 

expensive to do so. The agent may sell the goods of several suppliers to an industrial 

distributor, who further sells it to the business user. This type of channel may be required 

when business customers require goods rapidly, and when an industrial distributor can 

provide storage facilities. 

Service channels: 

Distribution channel for services are usually short, and are either direct or use an agent. Since 

stocks are not held, the role of wholesalers, retailers or industrial distributors does not apply. 

 

Service provider to consumer or industrial customer: Close relationship between service 

provider and customer means that service supply has to be direct, for instance, healthcare. 

The service provider operates several outlets to reach out to the final consumer or to the 

industrial buyer. Many service providers such as banks, retail outlets, service centers operate 

via this distribution channel. 

Service provider to agent to consumer or industrial customer: Agents are used when the 

service provider is geographically away from customers and when it is not economical for the 

provider to establish its own local sales team. For instance, many financial institutions are 

using this distribution channel to cross sell their services to customers by using a database of 

existing or potential customers. 

Service provider via internet to consumer or industrial customer: Increasingly, services 

like music, software solutions and financial information are being distributed via the internet. 

This distribution channel is successful in case of products which can be downloaded. It is a 

very useful channel for information products. Nowadays, e-tickets have become very popular. 
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4.3 TYPES OF INTERMEDIARIES 

Intermediaries, also known as distribution intermediaries, marketing intermediaries, or 

middlemen, are an extremely crucial element of a company’s product distribution channel. 

Without intermediaries, it would be close to impossible for the business to function at all. 

This is because intermediaries are external groups, individuals, or businesses that make it 

possible for the company to deliver their products to the end user. For example, merchants 

are intermediaries that buy and resell products. 

 

1. WHOLESALERS: 

The word ‘Wholesaler’ has been derived from the word ‘Wholesale’ which means to sell 

goods in relatively large quantities or in bulk. A wholesaler, in the words of S.E. Thomas ‘is 

a trader who purchases goods in large quantities from manufacturers and sells to retailers in 

small quantities. The term ‘wholesaler’ applies only to a merchant middleman engaged in 

selling the goods in bulk quantities. Wholesaling includes all marketing transactions in which 

purchases are intended for resale or are used in marketing other products. Thus, we can say 

that a wholesaler is a person who buys goods from the producer in bulk quantities and 

forwards them in small quantities to retailers. So, a true wholesaler, as S.E. Thomas observes, 

“is himself neither a manufacturer nor a retailer, but acts as a link between the two”. He is a 

vital link in the channel of distribution. 

Characteristics of a Wholesaler: 

(i) He buys in bulk quantities from producers and resells them to retailers in small 

quantities. 
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(ii) He usually deals in a few types of products. 

(iii) He is a vital link between the producer and the retailer. 

(iv) He operates in a specific area determined by producers. 

(v) He does not display his goods but keeps them in godowns. Only samples are 

shown to intending buyers. 

(vi) A wholesaler may be an individual or otherwise a firm. 

(vii) A wholesaler generally sets up distribution centre in parts of the country to make 

available goods to the retailers. 

(viii) He sets up own warehouses to store goods for ready supply. 

Types of Wholesalers: 

 (A) On the basis of area covered: 

(a) Local wholesalers, who distribute the goods from the producer to the consumer of a 

particular locality or area. 

(b) State wholesalers, who function in a particular state or province. 

(c) Country-wide wholesales who are located at the main business centres of the country 

and who distribute goods throughout the length and breadth of the country. 

(B) On the basis of the goods they deal in: It is the most used grouping of wholesale 

concerns. According to T.N. Backman, ‘it is not easy to define their limits of operations on 

any particular basis or criterion, but usually three bases are selected: (a) Methods of 

distributing goods: (b) sources of supply; and (c) the use of the goods by the consumers.’ 

(C) On the basis of methods of operation:  

(a) Full-function wholesales-who perform the entire range of wholesale functions, viz., 

assembling, storage, transportation, packing, financing and risk-bearing. 

(b) Limited function wholesalers-who perform only limited or specific functions out of the 

full range of wholesale functions. They include: 

(i) Rack Jobbers-wholesalers who sell special products viz., household wares and 

cosmetic/toiletries to retailers. 

(ii) Truck wholesalers-who combine selling, delivery, and collection in one operation. 

They carry only specific type of products, usually perishable and semi-perishable 

goods. 

(iii) Cash-and-carry wholesalers-who sell their stocks to retailers on ‘cash and carry’ 

basis. The retailers come to the wholesalers’ godown, select their requirements 

and pay cash on the spot and take away the goods. 

(iv) Drop shipment wholesalers-who do not actually handle the goods in which they 

deal in but leave the storage and transportation functions for the producers whom 

they represent to perform. Here, the producer directly dispatches the goods to the 

retailers, but the bill is forwarded through the wholesaler, who, in turn, claims it 

from the retailers. Such wholesalers deal in goods which bear high cost of 

transportation. 
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(c) Merchant wholesalers. They are of the following types: 

(i) Wholesalers proper: They are those merchants who deal only in the buying and selling 

activities and do not engage in manufacturing activities. They buy goods in bulk from the 

manufacturers and sell them in bulk to retailers. They also maintain their own warehouses for 

storing the goods. 

(ii) Manufacturer wholesalers: They combine the twin functions of manufacturing and 

selling and operate as both manufacturers and wholesalers. They usually purchase goods in 

their crude form, and after processing in their plant, sell them in a refined form to retailers. 

Their production operations are relatively simple and their main activity is that of selling. 

(iii) Mill-supply wholesalers/Industrial Distributors: Such wholesalers sell a wide range of 

goods to industrial units, who, in turn, use them for their manufacturing operations. These 

wholesalers buy goods in bulk quantities from producers/growers and sell them to industrial 

mills. For example, a wholesaler may purchase raw tobacco from growers and sell them to 

factories which manufacture cigarettes. 

(D) On the basis of their line of product: 

(a) General merchandise wholesalers: Wholesalers who deal in a number of items of 

general merchandise, ranging from food products to household appliances. 

(b) General line wholesalers: Who offer complete stock in one major line, e.g., stationery 

goods or may be hardware appliances, etc. 

(c) Specialised wholesalers: Who deal only in specialised goods such as food products c: 

electrical goods, etc. They help those retailers who wish to buy a wide range of goods of the 

same line. 

Functions of a Wholesaler: 

 (i) Assembling: A wholesaler buys goods from producers who are scattered far and wide 

and assembles them in his warehouse for the purpose of the retailers. 

(ii) Storage: After arranging and assembling the products from producers, wholesaler stores 

them in his warehouse and releases them in proper and required quantities as and when they 

are required by retailers. Since there is always a time-lag between production and 

consumption, therefore, the manufactured goods are to be stored carefully till they are 

demanded by retailers. Thus, a wholesaler performs the storage function in order to save the 

goods from deterioration and also to make these goods available when they are demanded. 

(iii) Transportation: Wholesalers buy goods in bulk from the producers and transport them 

to their own godowns. Also, they provide transportation facility to retailers’ by transporting 

the goods from their warehouses to the retailers’ shops. Some wholesalers purchase in bulk, 

therefore, they can avail the economies of freight on bulk purchases. 

(iv) Financing: A wholesaler provides credit facility to retailers who are in need of financial 

assistance. 

(v) Risk-bearing: A wholesaler bears all the trade risks arising out of the sudden fall in 

prices of goods or by way of damage/spoilage or destruction of goods in his warehouse. The 

risk of bad debt as a result of non-payment by retailers who have purchased on credit, also 

falls on the wholesalers. Thus a wholesaler bears all the trade and financial risks of the 

business. 
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(vi) Grading and Packing: A wholesaler sorts out the goods according to their quality and 

then packs them in appropriate containers. Thus, he performs the marketing function of 

grading and packing also. 

(vii) Providing Marketing Information: Wholesalers provide valuable market information 

to retailers and manufacturers. The retailers are informed about the quality and type of goods 

available in the market for sale, whereas the manufacturers are informed about the changes in 

tastes and fashions of consumers so that they may produce the goods of the desired level of 

taste and fashion. 

(viii) Facilitating Disbursement and Sale: Wholesalers sell their goods to retailers who are 

scattered far and wide. Retailers approach them when their stocks are exhausted from further 

replenishment. Thus, wholesalers help in the dispersion process of marketing. 

Services of Wholesaler: 

 

(A) Services to Manufacturers/Producers: 

(i) Wholesaler furnishes information to the manufacturer about consumer behaviour, 

the changes in the tastes and fashions and also the latest demands of the 

customers. 

(ii) Wholesaler enables a manufacturer to get benefit of economies of large-scale 

production by manufacturing on a large-scale basis. 

(iii) Wholesalers relieve producers from keeping stock since they usually make 

forward dealings with producers. 

(iv) Wholesalers render financial assistance to manufacturers and also provide long-

term soft loans to them. 

(v) Wholesaler helps manufacturers in maintaining an even place of production by 

placing advance orders for periods which are usually characterised by slack 

demand. 

(vi) Wholesalers help in price stabilisation since they stock goods in the slack season 

and S’ 11 them when the demand is high. 

(vii) Wholesalers enable the manufacturers to save their capital by not tying it up in 

stocks. Instead, capital can be utilised for production activities. 

(viii) Wholesalers are an important link between the manufacturers and the retailers. 

http://cdn.yourarticlelibrary.com/wp-content/uploads/2014/09/clip_image0026.jpg
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(ix) Wholesalers provide warehousing facilities for goods till they are required by the 

retailers. 

(x) Wholesalers take over the marketing functions from the manufacturers, thereby 

enabling them to concentrate on production. 

(B) Services to Retailers: 

(i) Wholesalers relieve retailers from keeping huge stocks with themselves since a 

retailer can approach a wholesaler for the replenishment of his stocks whenever 

they are exhausted. 

(ii) Wholesalers provide financial assistance to retailers by selling goods to them on 

credit. 

(iii) Wholesalers provide necessary market information to retailers regarding the type, 

quality and price of goods. 

(iv) Wholesalers enable retailers to obtain supplies more quickly than they could by 

placing orders directly to manufacturers, 

(v) Wholesalers provide the benefits of specialisation to retailers. 

(vi) Wholesalers help retailers to take favourable advantage of price fluctuations. 

(vii) Wholesalers enable retailers to share the economies of transport. 

(viii) Wholesalers bring to retailers in bulk, but charging less prices. 

(ix) Wholesalers bring to the notice of retailers new products through advertisements 

and travelling salesmen. 

(x) Wholesalers give trade discounts on the bulk purchases to retailers. 

(C) Services to Consumers: 

(i) Wholesalers make available the goods according to consumers’ needs, tastes, 

fashion and demand. 

(ii) Wholesalers maintain stability of price by adjusting demand and supply and 

factors in the economy. 

(iii) Wholesalers make large-scale production of goods possible, thereby keeping the 

overall price level low. 

(iv) Wholesalers have always ready stocks with them and the consumers do not have 

to wait for the replenishment of stocks. 

(v) Wholesalers provide knowledge of new products to consumers. 

 

2. RETAILER 

The word ‘Retailer’ had been derived from the French word ‘Re-tailer’ which means ‘to-cut 

again’. Obviously then, retailing means to cut in small portions from large lumps of goods. A 

retailer is last middlemen in the chain of distribution of goods to consumers. He is a link 

between the wholesalers and the consumer. The American Marketing Association defines 

retailing as “the activities involved in selling directly to the ultimate consumer for personal 

and non-business use. It embraces direct-to-customer sales activities of the producer, whether 

through his own stores or by house-to-house canvassing or by mail-order business. The 
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retailer is an intermediary in the marketing channels and is a specialist who maintains contact 

with the consumer and the producer and is an important connecting link in the mechanism of 

marketing. 

Characteristics of Retailers: 

(i) A retailer is the link between a wholesaler and the ultimate consumer and he is the 

last intermediary in distribution. 

(ii) A retailer buys goods from wholesaler in bulk and resells them to consumers in 

small quantities. 

(iii) A retailer maintains a personal contact with his customers. 

(iv) A retailer makes sufficient shop display of his wares to attract customers. 

(v) Retailers perform all the marketing functions which a wholesaler performs and in 

addition emphasises on advertisement. 

(vi) Retailers deal in a variety of merchandise and are often known as general 

merchants. 

(vii) Usually retailers are classified into two major groups, viz., small scale retailers 

and large scale retailers. 

(viii) Retailers aim at providing maximum satisfaction to their customers in limited 

area. 

Pre-Requisites of Retail Trade: 

The success of retail trade is based on a proper combination of the following factors: 

(i) Locations: The ultimate success of a retailer depends on the location of his shop. Proper 

selection of location is important for a retailer to establish his business. 

(ii) Price: A proper pricing policy can give better results for a retailer if he can combine low 

prices with good quality to attract consumers. 

(iii) Sales Promotion: A retailer must arrange for proper sales promotion campaigns in order 

to familiarise the customers of that area with his products. 

(iv) Prudent Buying Principles: Every retailer ought to be a shrewd purchaser; only then he 

can give his best to his customers. Careful buying earns rich dividends in retail trade. 

(v) Knowledge of Merchandise: Modern business is so complex and the variety and quality 

of goods being so diverse, a retailer must have adequate and latest knowledge of the wares he 

sells. It would not only enable him to answer customer queries satisfactorily but also to 

handle the complications of his business. Thus adequate knowledge of merchandise is 

another pre-requisite feature of retail trade. 

(vi) Services: A retailer should concentrate on his services. Courteous and prompt service on 

his part will help him in attracting more and more customers and thereby flourish in his 

business. Most retailers go in for after sale service also, where they cater to the needs of the 

customers after the latter has purchased a commodity from them. So efficient service should 

be the motto of every retailer. 
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(vii) Efficient Management: Better planning, organisation and control by a retailer can offer 

efficient retail operations. A retailer should have a proper and adequate work-force to assist 

him in his business. He should always keep stocks ready for customers and even offer 

specialised comments on the products he deals in. If a retailer plans his inventories and works 

in advance, there is no doubt that he will achieve his targets and also attract more customers. 

(viii) Display of Goods: Since a retailer deals in a verity of products, he must display his 

goods in a proper and orderly manner. This will enable him to get what is required by the 

customer quickly and also help in attracting customers. The retailer must go in for tastefully 

decorated interiors and also have proper and attractive window-dressing and display. 

The goods must be neatly and orderly stocked and the pattern of window display should be 

frequently changed for the better, so as to attract the customers’ eye. A retailer must not 

forget that a well laid out window display will help him to entice and attract customers from 

his rivals and competitors. Hence, proper care and attention ought to be given for display of 

goods out as well as in the retailer’s shop or showroom. 

Functions of Retailers: Every retailer performs the following functions: 

(i) Buying: A retailer deals in a variety of merchandise and so he buys collects large number 

of goods his stocks from a variety of wholesalers. He selects the best from each store them 

and bears wholesaler and also pays the most economical price. He brings all the goods 

marketing risks, under one roof and then displays them in shop. Thus he performs the twin _ 

functions of buying and assembling of goods. 

(ii) Storage: After assembling the goods, the retailer stores them in his godown so that they 

are held as reserve stocks for the future. Storage of goods in ready stock is also necessary. 

(iii) Selling: The ultimate aim of every retailer is to sell the goods he buys. So he employs 

efficient methods of selling to dispose off his products at a faster rate so that he can increase 

his turnover in a period of time. 

(iv) Risk-bearing: The retailer bears the risk of physical damage of goods and also that of 

price fluctuations. Moreover, risk of fire, theft, deterioration and spoilage of goods has also to 

be borne by him. Changes in fashions, tastes and demand of his customers also have an 

adverse effect on his sales; nevertheless a retailer does not lose heart. He bears all these trade 

risks which come in his way during the normal course of business. 

(v) Packing: A retailer packs his goods in small packets and containers for his customers. 

Occasionally he may be required to grade the goods also. 

(vi) Credit: Often retailers grant credit to customers and also bear the risk of bad debts, 

which go along with credit sales. 

(vii) Supply Information: Retailers supply valuable market information to both wholesalers 

and customers. 

(viii) Advertising: Retailers display goods and spend on advertisement also. 
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Types of Retailers: 

Retailers are mainly classified into Itinerant Retailers and Fixed Retailers. Itinerant retailers 

comparise of Hawkers, Pedlars, Cheap jacks. Market traders and Street traders. The Fixed 

Retailers are further classified into Small-scale and Large-scale retailers. Small scale retailers 

constitute of second-hand goods dealers, street stall-holders. General shops, Special shops 

and united stores. The Large-scale retailers constitute the Departmental stores. Mail-Order 

Houses, Co-operative Stores, Multiple Shops, Chain Stores, Hire Purchase Shops, Super 

Markets and Fixed-price Shops. 

Itinerant Retailers: Included under this heading are those retailers who do not possess any 

shop of their own and who move from place to place to sell their wares. 

They are travelling or wandering sellers and include the following types: 

(a) Hawkers  (b) Pedlars (c) Cheap jacks (d) Market traders (e) Street traders 

(f) One-price shops. 

Their common characteristic features are: 

(i) They do not have fixed shops of their own. 

(ii) They carry very little stock either on their heads or on bicycles or on hand-carts. 

(iii) Their capital investment is very small. 

(iv) They do not stick to a particular line of business throughout the year. 

(v) They move from place to place in order to sell their wares. 

(vi) They do not have fixed hours of work or even fixed days of work. 

(vii) They operate at the minimum cost. 

(viii) They provide door-to-door service moving about in residential localities and 

selling their wares. 

(a) Hawkers: They are itinerant traders who move about in residential localities with their 

wares usually on bicycles or hand-carts. They usually deal in consumer goods of a cheap 

nature. Their range of merchandise varies from vegetables, fruits to toys, bangles, plastic 

utensils etc. 

(b) Pedlars: They carry their wares on their heads or on their back and move from one house 

to the other in the residential localities of a city. They also deal in cheap goods and usually 

cater to the needs of the low- income gentry. 

(c) Cheap Jack: They do not stay long at one place of business but differ from pedlars and 

hawkers in the sense that while the latter do not have shops of their own, cheap jacks do hire 

small ships in residential localities to display their wares. They shift from locality to locality 

according to the prospects of getting business. 

(d) Market traders: They are a type of small-scale sole-proprietors who hold stalls at 

different places in different localities on fixed days known as “market days” which may be 

once a week. They deal in a variety of cheap goods which are of consumers interests and 
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which are needed in every household daily. Toys, cheap cosmetics, cheap readymade 

garments for kids, imitation jewellery, sewing and knitting material, etc. are a few examples 

of the items which they usually stock. Market traders are temporary in nature, in the sense 

that they do not permanently establish their stalls in particular place, rather they move from 

one market place to another. 

(e) Street Traders: They are “pavement retailers” who display and sell their products from 

pavements/ footpaths. They are usually seen in crowded cities and handle light goods. 

(f) One-price Shop: It is a typical retail trading where the distinctive feature is the sale at 

uniform price of low-priced articles of large variety which are in continuous demand e.g., 

pens, toys, handkerchiefs, socks, etc. 

Small Independent Retailers: 

(i) Street stall-holders: Such retailers operate on a small-scale from small shops erected in 

busy market places. They buy goods in bulk from wholesalers and also from local sellers, and 

resell them to customers. Their field of operations is very small and limited. They are usually 

sole traders and deal in goods needed by customers in their day-to-day use. 

(ii) Second-hand goods dealers: They deal in used second-hand goods like books, garments 

(readymade), utensils etc. They get their supplies from private or public auctions and even 

from private households. Such retailers usually cater to the needs of poor people who cannot 

afford to buy new articles. 

(iii) General shops: Such retailers also known as General Merchants and deal in a variety of 

merchandise. They have established shops in the market place and stock goods ranging from 

food products to daily house needed articles. They are managed by owners and often employ 

counter-salesmen to assist them in their selling activities. They even sell on credit to 

established and old customers and also provide free-home delivery facility. 

(iv) Speciality Shops: They are retailers who deal only in one line of goods, e.g., books, 

drugs, shoes, etc. They operate from established shops by owners themselves, and since they 

deal in a particular line of product only, the retailers often possess sufficient specialised 

knowledge about the product. 

3. AGENTS /MERCANTILE AGENTS 

A mercantile agent is a person who is appointed by those in business to act on their behalf or 

to represent them in dealing with other persons. The person on whose behalf he acts as an 

agent is known as the ‘Principal’. 

A mercantile agent possesses the following characteristics: 

(a) He has the authority to buy and sell goods on behalf of his principal or to 

consign them for the purpose of sale; 

(b) He does not do business for himself, but he only represents his principal in all 

business dealings; 
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(c) He is a link between the principal and the third parties in so far as the business 

transactions are concerned; 

(d) He is a business intermediary between the manufacturer and the ultimate 

consumer who helps in the transfer of goods without actually acquiring the 

ownership of the same; 

(e) He is entitled to a commission from his principal, as a monetary consideration 

for his services. 

Importance of Appointing a Mercantile Agent: 

With the rapid development in the field of business activities, the business of today is not 

confined to a village or a town or a state. It is fast expanding and reaching far and wide, even 

to the remotest corners of the globe. Today, a businessman of one country can easily develop 

trade links with a businessman in another country. With the development of transport and 

communication facilities and with the increase in large-scale production international trade 

has become possible. In this situation, businessman is faced with many problems, especially 

the problem of delegating responsibility and authority to a person who can execute the work 

on his behalf. Moreover, the problems of time, distance and efficiency have also cropped up. 

So in order to overcome all these difficulties, need was felt for appointing a person who could 

work on behalf of the businessman and help him in carrying on his business more efficiently 

and smoothly. Such a person today is known as a Mercantile or Commercial Agent and has 

become indispensable for modern business. Thus we see that Mercantile Agent today plays a 

vital role in the transfer of goods from the producer to the ultimate consumer. 

Duties of an Agent: 

(i) Performance of duties: An agent is bound by his agreement with his principal, to perform 

all the duties entrusted to him by the latter, to the best of his capability. 

(ii) Maintenance of skill, care and diligence: The agent should act with reasonable skill, 

care and diligence while discharging his duties. He is expected to execute his work on behalf 

of his principal with the same efficiency with which he performs his own work. 

(iii) Render proper accounts: The agent is expected to render true, correct and proper 

statement of accounts to his principal. He should not mix up the accounts of the agency with 

personal accounts and should intimate the principal from time to time on the financial 

position of the agency. 

(iv) Return money received: Since the agent is the trustee of the wealth of the agency, he is 

bound to return all sums of money earned from the business to his principal. 

(v) Delegation of authority: The agent cannot delegate his authority to others without the 

prior consent of the principal. If the principal agrees, then an agent may appoint a sub-agent 

to help him and the sub-agent so appointed would be liable to the agent and not the principal. 
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Rights of an Agent: 

(i) Right to receive remuneration on the completion of the agency function. 

(ii) Right to meet necessary expenditure and get it reimbursed from the principal. 

(iii) Right to hold agency or property. 

(iv) Right of lien on goods for payment of his remuneration. 

(v) Right to get losses indemnified by the principal. 

(vi) Right to detain goods in transit. 

Kinds of Mercantile Agents: Mercantile agents may be classified into two categories. 

(a) On the basis of rights, and 

(b) On the basis of functions. 

On the basis of rights: 

(i) General Mercantile Agents, i.e. an agent who has full authority to perform all 

functions relating to the business on behalf of his principal. All such acts shall be 

binding on the principal. Examples of general mercantile agents are factors, 

commission agents, branch managers, etc. 

(ii) Special/Particular Mercantile Agent, i.e., an agent appointed to perform a special 

or a particular job for his principal. As soon as the particular work is done, he 

ceases to be an agent. 

On the basis of functions: 

(A) Factor: In the words of Storey, “A factor has been defined as an agent employed to sell 

goods or merchandise consigned or delivered to him by his principal for compensation.” Thus 

a factor is a general agent who sells the goods delivered to him in his own name on a 

commission basis. 

He has the following powers: 

(a) To sell goods in his own name; 

(b) To sell goods on credit at a place and at such time which he thinks best; 

(c) To receive payment for the goods; 

(d) To maintain a lien on goods for charges due to him. 

(B) Commission Agent: A commission agent is one who acts on behalf of his principal in 

buying and selling of goods in return for a commission. He makes purchases and sells in his 

own name, but does not bear the trade risks. He has expert knowledge about the goods in 

which he is dealing and also knows the market trends in the particular commodity. 

A commission agent performs the following duties: 

(a) To buy goods at the most reasonable rates and to sell the same at maximum 

profit; 
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(b) To obtain orders from buyers and arrange for the goods from suppliers in his 

own name; 

(c) To arrange for packing, transport and delivery of goods; 

(d) To extend credit and collect payments; 

(e) To claim from the principal his commission and incidental expenses. 

(C) Del Credere Agent: A del credere agent guarantees his principal for the payment for all 

the goods he sells irrespective of the payment received by him or not and for his additional 

risk which he bears, he is entitled to an additional commission over and above his normal 

commission. The extra commission paid for such a guarantee is called “del credere 

commission.” Thus the principal of a del credere agent is guaranteed the payment of the sale 

proceeds of the goods in full. 

(D) Broker: In the words of Storey, a broker has been defined as, “an agent employed to 

make bargains and contracts in matters of trade, commerce or navigation, between two 

parties for a compensation, commonly called brokerage.” He is a person whose main job is to 

arrange a buyer for a seller and vice versa, that is to say, the work of a broker is finished the 

moment a deal materialises between an intending buyer and a protective seller. Usually, a 

broker does not take possession of title to goods, but only negotiates for their use. 

His chief characteristics are: 

(a) He has only to establish a deal in context of purchase and sale by arranging a buyer 

for an intending seller and vice versa; 

(b) He neither takes delivery or possession of goods which he is selling; 

(c) He re-pares the BOUGHT NOTE and SOLD NOTE when a deal is complete and 

sends them to the buyer and seller respectively. 

(d) He usually operates in the market for manufactured goods, real estate dealings, shares, 

securities and other types of investment dealings; 

(e) He usually specialises in a particular field like stock brokers, ship brokers, insurance 

brokers etc.; 

(f) He is entitled to a commission for his services, which is known as brokerage; 

(g) He may work for one of the several principals. 

(E) Auctioneers: An auctioneer is a special mercantile agent who sells the goods of his 

principal by auction. He gets the possession of the goods and gives prior publicity to the time 

and place of auction through daily newspapers, pamphlets and catalogues. The goods to be 

sold by auction are displayed at the place of auction for the benefit of the intending buyers. 

The seller usually quotes the minimum price from where the auctioneer starts his sale. The 

lowest price is known as “UPSET PRICE”. Auction sale may be “WITH RESERVE” and 

“WITHOUT RESERVE”. In case of auction “with reserve”, no sale can take place below the 

minimum price fixed by the seller which is known as “Reserve Price”. In case of auction 

“without reserve”, the auctioneer is bound to sell the product to the highest bidder. The price 

for which the bid is accepted is called ‘Knocked down price”, since the acceptance of a bid 

by auctioneer is indicated by striking a hammer on the desk by the latter. After the highest bid 

is accepted, the auctioneer becomes the agent for both seller and buyer. For his services, the 
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auctioneer is entitled to a commission, which is a certain percentage of the sale proceeds, 

usually fixed between him and the seller, prior to the auction. 

(A) Underwriters: Underwriters are persons who guarantee a company that in case the 

public does not subscribe to the entire shares offered by it, they shall subscribe and pay for 

the balance of shares specified in the underwriting agreement. Thus underwriters remove the 

fear of non-subscription of shares of a company by the general public since they undertake to 

buy the shares which the public does not buy. The underwriters are entitled to an 

underwriting commission, which is not to exceed 5% in case of shares and in case of 

debentures it is 2.5% (the maximum rates fixed by the Indian Companies Act, 1956) 

(B) Forwarding Agents: Such agents despatch goods to foreign countries on behalf of their 

principals and play an important part in the international trade transactions. They take 

possession of goods in the home country and then arrange for its shipping and insurance 

before despatching them abroad. 

(C) Clearing Agents: They assist their principals in importing goods from abroad. They take 

delivery of goods when they arrive at the port of destination and after paying the import and 

custom duties along with port dues, arranged for their transportations to their principal’s 

warehouses. 

(D) Warehouser: A warehouse keeper is an agent who keeps the goods of his principal in 

storage in his godown, in return for storage charges, to be delivered to the person directed by 

the principal. He can exercise his right of lien on goods in his possession in case his charges 

are unpaid by the principal. 

4.4 DISTRIBUTION CHANNEL MANAGEMENT 

Some of the important channels of distribution are as follows: (i) Channel Length (ii) 

Channel Width (iii) Channel Conflict (iv) Managing the Channel Conflict (v) Motivating the 

Channel Members. 

(i) Channel Length: Channel length refers to the levels of independent members along a 

distribution channel, i.e., a direct distribution channel is a short channel and an indirect 

distribution involves a long channel. Sometimes, a firm shortens its channel by acquiring a 

company at another stage, such as a manufacture merging with a wholesaler. This may let the 

firm be more self-sufficient, ensure supply and control channel members, lower distribution 

costs. 

(ii) Channel Width: Channel width refers to the number of independent members at any 

stage of distribution. In a narrow channel, a manufacturer or service provider sells via few 

wholesalers or retailers, in a wide channel, it sells via many. 

(iii) Channel Conflict: In any channel arrangement, there are three types of conflict: 

(a) Vertical-level conflict 

(b) Horizontal-level conflict 
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(c) Multi channel-level conflict 

(a) The vertical-level channel conflict: This occurs when the channel member at one level is 

in conflict with another member at the next higher or lower level. For Example, a conflict 

between the wholesaler and the manufacture is a vertical level conflict. The retailers in a 

town conflicting with the distributor over entitlements are also a vertical level conflict.During 

1989-90 in India, an example of vertical-level conflict was the non-cooperation and boycott 

of Pharmaceutical companies by their wholesaler and chemists. 

(b) The Horizontal-level conflict: Conflict at the same level between channel members is 

called horizontal-level conflict. Conflict at the retail level on issues of pricing or territory 

jumping are examples of horizontal-level conflict. 

(c) The Multiple-level channel conflict: When the middlemen come in conflict with the 

manufacture using both direct and indirect means of distribution, it is called the multiple- 

level channel conflict. For example, a firm may have its own franchise output or its 

showroom in an area where there is also a distributor for the manufacture’s products; in this 

case the farmer is direct distribution and the later is indirect distribution. The conflict may 

occur when the show room process its products lower than the distributor and the retailers. 

(iv) Managing the Channel Conflict: To minimise the channel conflict, the manufacturer 

may take the following steps: 

1. Communication: An effective wage to minimise the channel conflict is to have regular 

communication between the manufactures and the channel members. Many CEO’s may 

spend sufficient time with their channel members to understand market dynamics and 

communicate the brand’s positioning strategies. 

2. Dealer councils: Another way to resolve conflict is through formation of dealer councils, 

which can resolve issues in channel conflicts. 

3. Super ordinate Goals: To evolve super ordinate goal of maximising customers 

satisfaction also resolves the channel conflict. Here, the channel members are motivated to 

perceive customer satisfaction as the ultimate goal, which, in turn, leads to profit 

maximisation for all concerned. 

4. Arbitration and Mediation: Often, the channel conflict may be resolved through the 

arbitration and mediation by the manufacturing. Sometimes, a Government agency like the 

Drug Controller mediates between the Pharma companies and the stockiest. 

(v) Motivating the Channel Members: A major challenge for the marketer’s to-day is the 

keep the channel members motivated so that they give their best performance. Motivation of 

channel members is done through (a) Financial rewards (b) Non-financial rewards. 

Companies like Reliance, Videocon are known to sponsor holidays for their high 

performance dealers at foreign tourist locations. The non-financial rewards are contest, 

public-recognition for higher performance. Bajaj Electricals and Philips are known to 

publicity acknowledge their high performing dealers at their annual general meetings 

(AGMs). 
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Unit-V: Promotion mix Advertisement:- Meaning, Objectives - Types of Media - Sales 

Promotion - Objectives and Tools - Public relation - Meaning and Tools - Personal selling -
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INTRODUCTION 

Promotion is one of the four elements of marketing mix (product, price, promotion and 

place). It is the communication link between sellers and buyers for the purpose of 

influencing, informing or persuading a potential buyer’s purchasing decision. The 

‘promotional mix’ is a term used to describe the set of tools that a business can use to 

effectively communicate the benefits of its products or services to the customers. 

Factors Governing Promotion Mix: 

Nature of Product: Different types of products require different promotion mix. In case of 

consumer goods, advertisement is considered to be the most important because the goods are 

non-technical and produced on a large scale. But for industrial goods, personal selling is 

regarded as the most important tool because the products are technical in nature and costly, 

and persuasion is considered essential for their sale. 

Type of the Market: If the number of customers is quite large and they are spread over a 

vast area, advertisement is more helpful because it can reach people everywhere. However, if 

the number of customers is not very large and they are concentrated geographically, personal 

selling and sales promotion may be more effective. 

Stage of the Product Life Cycle: The promotional mix depends on the stage of the product 

in product life cycle. During introduction, heavy expenditure is incurred on advertisement 

followed by personal selling and sales promotion. During the growth stage, customers are 

aware of the benefits of product. Hence, advertisement along with personal selling is more 

effective. At the maturity stage, competition is more intense. Sales promotion becomes the 

most important tool to boost sales. 

Budget: Funds available for promotion also decide promotion mix; for example, 

advertisement is a costly tool. If sufficient funds are not available, this tool may not be 

adopted. Personal selling involves continuous spending. Thus, budget is a deciding factor for 

promotion mix. 

Push versus Pull Strategy: When firms push the product to middlemen, they in turn push it 

to consumers—this is known as ‘push’ strategy. In this case, personal selling or display 

should be more effective. Pull strategy refers to the policy of a company to strive to build up 

consumer demand without recourse to middlemen. Generally, advertising is considered more 

important in case of pull strategy. 

Elements of Promotion Mix: 

Advertising: Advertising can be defined as any paid form of non-personal communication 

about an organization, product, service, or idea by an identified sponsor. The non-personal 

component means that advertising involving mass media (e.g., TV, radio, magazine, and 

newspaper) that can transmit a message to large groups of individuals, often at the same time. 

Advertising is the best-known and most widely discussed form of promotion, probably 

because of its pervasiveness. 
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Sales Promotion: The next variable in the promotion mix is sales promotion, which is 

generally defined as those marketing activities that provide extra values or incentives to the 

sales force, the distributors, or the ultimate consumer and can stimulate immediate sales. 

Personal Selling: The next element of an organization’s promotional mix is personal selling. 

It is a form of person-to- person communication in which a seller attempts to assist and/or 

persuade prospective buyers to purchase the company’s products or services or to act on an 

idea. 

Public Relation: Public relation is defined as ‘the management function which evaluates 

public attitudes, identifies the policies and procedure of an individual or organization with the 

public interest, and executes a programme of action to earn public understanding and 

acceptance’. 

Publicity: Publicity refers to non-personal communication regarding an organization, 

product, service, or idea not directly paid for or run under identified sponsorship. It usually 

comes in the form of news story, editorial or announcement about an organization, or its 

product and services. An advantage of publicity over other forms of promotions is its 

credibility. 

Direct Marketing: Direct marketing is one of the fastest-growing sectors in which 

organizations communicate directly with target customers to generate a response or a 

transaction. Companies such as L.L. Bean, Lands’ End, and J. Crew have been very 

successful in using direct marketing to sell their clothing products. DELL computers and 

Gateway have experienced tremendous growth in the computer industry by selling a full line 

of personal computers through direct marketing. 

Packaging: A well-designed product can influence or induce the prospect to buy the product. 

Packaging is considered to be the face value of the product. It plays an important role as it 

provides information of the product, protects the product while transportation and makes it 

attractive. 

5.1 ADVERTISING 

We can define term ‘advertising’ as: 

Advertising is a paid form of mass communication that consists of the special message sent 

by the specific person (advertiser or company), for the specific group of people (listeners, 

readers, or viewers), for the specific period of time, in the specific manner to achieve the 

specific goals. 

More clearly, advertising can be defined as: 

Advertising includes oral, written, or audiovisual message addressed to the people for the 

purpose of informing and influencing them to buy the products or to act favorably toward 

idea or institution. 
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Philip Kotler: “Advertising is any paid form of non-personal presentation and promotion of 

goods, services, or ideas by an identified sponsor.” 

5. William Stanton: “Advertising consists of all activities involved in presenting to a group a 

non-personal, oral or visual, openly sponsored identified message regarding a product, 

service, or idea. The message, called an advertisement, is disseminated through one or more 

media and is paid for by the identified sponsor.” 

Characteristics of Advertising: Above stated definitions reveal following features: 

1. Tool for Market Promotion: There are various tools used for market communication, 

such as advertising, sales promotion, personal selling, and publicity. Advertising is a 

powerful, expensive, and popular element of promotion mix. 

2. Non-personal: Advertising is a type of non-personal or mass communication with the 

target audience. A large number of people are addressed at time. It is called as non-personal 

salesmanship. 

3. Paid Form: Advertising is not free of costs. Advertiser, called as sponsor, has to spend 

money for preparing message, buying media, and monitoring advertising efforts. It is the 

costliest option of market promotion. Company has to prepare its advertising budget to 

appropriate advertising costs. 

4. Wide Applicability: Advertising is a popular and widely used means for communicating 

with the target market. It is not used only for business and profession, but is widely used by 

museums, charitable trusts, government agencies, educational institutions, and others to 

inform and attract various target publics. 

5. Varied Objectives: Advertising is aimed at achieving various objectives. It is targeted to 

increase sales, create and improve brand image, face competition, build relations with 

publics, or to educate people. 

6. Forms of Advertising: Advertising message can be expressed in written, oral, audible, or 

visual forms. Mostly, message is expressed in a joint form, such as oral-visual, audio-visual, 

etc. 

7. Use of Media: Advertiser can use any of the several advertising media to convey the 

message. Widely used media are print media (newspapers, magazines, pamphlets, booklets, 

letters, etc.), outdoor media (hoardings, sign boards, wall-printing, vehicle, banners, etc.), 

audio-visual media (radio, television, film, Internet, etc.), or any other to address the target 

audience. 

8. Advertising as an Art: Today’s advertising task is much complicated. Message creation 

and presentation require a good deal of knowledge, creativity, skills, and experience. So, 

advertising can be said as an art. It is an artful activity. 

9. Element of Truth: It is difficult to say that advertising message always reveals the truth. 

In many cases, exaggerated facts are advertised. However, due to certain legal provisions, the 

element of truth can be fairly assured. But, there is no guarantee that the claim made in 

advertisement is completely true. Most advertisements are erotic, materialistic, misleading, 

and producer-centered. 

10. One-way Communication: Advertising involves the one-way communication. Message 

moves from company to customers, from sponsor to audience. Message from consumers to 
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marketer is not possible. Marketer cannot know how far the advertisement has influenced the 

audience. 

Key Decisions in Advertising: 

Advertising is one of – but popular and powerful – tools of market promotion. It involves a 

several decisions. 

Some experts explain advertising decisions and activities in form of six ‘M’s as under: 

1. The first ‘M’ stands for Mission – Advertising Objectives. 

2. The second ‘M stands for Money – Advertising Budget. 

3. The third ‘M’ stands for Message – Creating Advertising Message and Copy. 

4. The forth ‘M’ stand for Monitoring – Managing (organising) of Advertising Efforts. 

5. The fifth ‘M’ stands for Media – Advertising Media Selection and Media Scheduling. 

6. The sixth ‘M’ stands for Measurement – Measuring and Evaluating Advertising 

Effectiveness (MEAE). However, most of experts agree that advertising consists of mainly 

eight decisions as shown in figure 1. Manager concerns with taking decisions on these areas 

of advertising. 

Advertising Objectives: Advertising is aimed at achieving various objectives. Objectives 

may be commercial or social in nature. Prof. Kelly gave the concept of DAG MAR – 

Defining Advertising Goals for Measuring Advertising Results – in relation to advertising 

objectives. Broadly, advertising objectives can be categorized into three classes, such as 

informative objectives, persuasive objectives, and reminder objectives. 

Prof. Sew and Prof. Smith have classified objectives as: 

i. Sales objectives 

ii. Aiding sales force 

iii. Competition-related objectives 

iv. Brand loyalty and reputation-related objectives 

However, we will consider following objectives: 

1. To Inform Buyers: This objective includes informing customers regarding product’s 

availability, price, features, qualities, services, and performance. Besides, it also includes 

informing them about changes made in the existing product and introduction of new products. 

Company also highlights its location, achievements, policies, and performance through 

advertising. 

2. To Persuade or Convince Buyers: Company uses advertisement to persuade or convince 

the buyers about superior advantages offered by its product. Company communicates 
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competitive advantages the product offers to induce customers buy it. Comparative 

advertising is used to prove the additional benefits of product at a given price. 

3. To Remind Buyers: Marketer uses advertising to remind the buyers regarding existence of 

company, products, maintenance of quality, superior services, and chasing customer-

orientation. Mostly, the existing firms aim their advertising for this objective. 

Here, the purpose is to inform that the company is still in existence and serving customers in 

a better way. Due to huge information bombarded by a number of companies, customers are 

more likely to forget name of company and/or products and services it offers. 

4. To Face Competition: Advertising is treated as the most powerful weapon to fight with 

competitors effectively. Advertising enables the firm to respond the competitors strongly. It 

helps the firm to distinguish its total offerings from competitors. 

In brief, the firm can face competition, can prevent the entry of competitors, or can remove 

competitors away from the market. In competitive marketing environment, the firm cannot 

survive without an effective advertisement. 

5. To Achieve Sales Targets: Increase sales volume is one of the major advertising 

objectives. A company can advertise its products in various media to attract customers 

situated in different parts of the world. National and international marketing is the result of 

advertising. Even, non-users can be converted into users and usage rate can be increased. 

Thus, company can achieve its sales objectives by advertisement. 

6. To Build and Improve Brand Image: Advertising is used for brand recognition and 

acceptance. A company can distinguish its brand by magnifying major benefits the product 

offers. Advertisement attracts customers toward the brand; they try it and accept it over time. 

In the same way, bad image related to brand can be changed by systematic presentation of 

facts and scientific evidences, and removing misunderstanding. 

7. To Help or Educate People: Advertising is not always used only for company’s benefits. 

It is meant for helping customers to make the right choice of product. It educates people 

about availability of new products, its features and qualities, price, services, and other related 

aspects. Such information is instrumental for purchasing suitable products. Thus, it guides 

customers to choose the most appropriate product. 

8. To Build Company Image and Reputation: A company opts for advertisement to build 

prestige and reputation in the market. Most of the companies, though they are satisfied with 

the volume of sales, go for advertising to acquire fame in the market. Many companies 

advertise its policies, activities, and achievements to make a permanent place in the mind of 

people. 

9. To Assist Sales Force and Middlemen: Advertising is an aid to middlemen and salesmen. 

Advertising also popularizes the name of dealers. Likewise, advertising provides necessary 

information to the buyers. Middlemen and salesmen are not required to do the same. It eases 

the task of sellers. In the same way, advertising encourages sales force. 
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TYPES OF ADVERTISING: 

Advertising message can be conveyed to the target audience through several advertising 

media. Advertiser must choose the right advertising media to carry the advertising message. 

A wide variety of media is used for publishing advertising message. Each medium has its 

relative advantages (merits), limitations (demerits), and applicability. Marketer can select 

those advertising media, which are suitable in all the important aspects. 

Let us define advertising media: 

Definitions: 

Advertising media, also referred as ad media, can be defined as: Advertising media are the 

means or vehicles through which advertiser communicates his message to prospective 

customers to influence their behaviour. 

Brennam defines: “The term ‘media’ consists of each and every method that the advertiser 

has at his command to carry his message to public.” 

Finally, more clearly, we can say: Advertising media are the physical means whereby 

marketer tells the consumers about goods and services. 

Types (or Classification) of Advertising Media: Major advertising media, as shown in 

figure 2, include press media, direct advertising, outdoor media, audio-visual media, 

advertising specialties, and others. 

Several advertising media, its relative advantage and disadvantages, and relevant 

details have been discussed here: 

Press Media: Press media are also 

called print media. Print media are 

popular and widely used for 

commercial advertising. A number 

of people can be addressed by print 

media. Attractive slogans, 

statements, words, figures, 

pictures, drawings, comparative 

statements, charts, etc., can be used 

for advertising the products in 

colorful and artful manner. Press 

media mainly involves newspapers, 

magazines, and other publications. 

1. Newspapers: Newspapers are a 

popular medium to contact or 

inform a large number of 

customers. Newspapers may be 

morning or evening; may be in English, Hindi or in other regional languages; may be daily or 
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weekly; may be local, regional or national; or may be routine or special edition. The company 

should consider circulation, language, geographical coverage, price, credibility, costs of 

buying space, and quality of printing while selecting a suitable newspaper. Pictures, slogans, 

figures, charts, etc., can be used. Company can used multi-coloured advertisement, too. 

Merits: 

(a) Newspaper is fit for mass communication. Thousands and lakhs of people can be 

addressed at a time. 

(b) Immediate or speedy message can be conveyed. 

(c) Necessary changes can be made easily in regularly published advertisement and at 

low costs. 

(d) Company can measure response immediately. Advertising effect can be assessed 

easily. 

(e) Advertisers can take benefits of the credibility of newspapers. 

(f) The medium is suitable for almost all types of products. 

(g) It reduces tasks of salesmen and dealers. 

(h) It is relatively a cheaper option. Per reader cost is very low. 

(i) It is a more flexible advertising vehicle. As per need a company can prefer effective 

timings, languages, regions, and colour combinations. 

(j) It is a simple and easy medium to access by advertiser and readers, etc. 

Demerits: 

(a) Newspapers have a shorter life, normally, a day. Long-term effect cannot be 

generated. 

(b) Message may not be read. Advertising message is more likely to be ignored or 

avoided. 

(c) Quality of paper and printing may reduce the value of advertisements published in 

newspapers. 

(d) It is treated as an ordinary advertising means. It is not as impressive (or prestigious) as 

magazines and periodicals. 

(e) This advertising medium is not fit for the live demonstration and the fine quality 

pictures. 

(f) It is costly when customers are limited in number. (g) In case of written 

advertisement, the illiterate customers cannot read it. In countries like India, 

percentage of illiterate population is quite high. 

(g) Normally, customers have to buy the newspapers. It is not cost-free medium like 

television or radio, etc. 

2. Magazines: Magazine is another popular and wisely used advertising medium. It is similar 

to newspapers with regard to many aspects. To consumers, magazines are treated as source of 

information and entertainment. A large variety of magazines or periodicals are published 

weekly, fortnightly, monthly, quarterly, half-yearly or annually. Magazines are also published 

by religious and social organisations, schools, colleges, university or educational 

associations, professional and commercial associations, governments, companies, etc. 
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Similarly, magazines are classified in forms of sex, age, profession, industry, entertainment, 

and so forth. Based on customer characteristics, a proper magazine should be selected for 

publishing advertising message. 

Merits: 

(a) Magazines have a long life. They can be referred repeated by many users. 

(b) They are more effectives as they are referred by educated and special class during 

leisure time. Advertising message in magazine is more likely to be read, considered, 

and reacted. 

(c) They are printed in better quality papers and effective or fault-free language. 

(d) Magazine can appeal to the special groups of customers. For example, children, 

women, or professionals. 

(e) It is a prestigious and credible vehicle to send advertising message. 

(f) It is a flexible, elastic, and multipurpose medium as readers may find page tag, 

receipt, guidebook, catalogue, and picture, calendar, which can be detached and kept 

for the future reference. 

Demerits: 

1. Many magazines have limited circulation and, hence, limited prospects are appealed. 

2. Continuity or consistency is not possible as magazines are published weekly, 

monthly, or quarterly. 

3. Most of the magazines are small in size; a large advertisement is not possible. 

4. Compared to newspapers, magazine is expensive vehicle in terms of both space and 

per reader costs. 

5. Advertising copy and money are to be sent in advance. 

3. Other Print Media: Print media also include telephone directories, books, notebooks, 

reports, community and professional directories, bus or railway tickets and t imetables, and 

special publications on the special events by schools, colleges, universities, local bodies, 

cooperative societies, companies, or governments. 

Local manufacturers, professionals, dealers, retailers, etc., mostly prefer these media to 

advertise their products. This set of media is relatively cheaper. Most of these print media are 

used by many people and have long life compared to magazines and newspapers. Further, 

more selective advertisement is possible. Such print media are more or less similar to 

newspapers and magazines. 

Direct or Mail Advertising: Direct advertising can be defined as: Any form of advertising in 

which the message is directed to specific individuals directly by the advertiser. This medium 

consists of written, printed, or processed message delivered directly to the selected buyers. 

This set of media is used to appeal the target market directly. In practice, it is not suitable for 

a large number of customers. This type of advertisement is mostly sent personally, or by post 

and courier services. In the age of information technology, fax, e-mail, and cell phone SMS 

are also famous modes to send direct mail in a limited scale. 
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Most commonly used methods for direct advertising are: 

1. Sales letters: The firm directly sends a written or printed letter to some or all customers. 

Such letters contain message, product description, special offers, etc. Sometimes, fully 

addressed and dully stamped reply envelope is also sent to get response. Sales letters can be 

sent to customers using different methods like courier services, paid persons, or postal 

services. 

2. Fax: Catalogue, invitation, launching of new product or any message can be sent through 

fax machine. However, company must know fax number of the receivers. Now, fax is used 

widely for different purposes. Words, pictures, tables, charts, symbols, etc., can be sent 

through fax. It can be used for limited customers, and is normally applied for industrial 

products. 

3. E-mail: E-mail is relatively new and popular tool for sending message. It is sent to special 

customers whose e-mail addresses are available or directly to all the account holders. For 

example, Hotmail or MSN Messenger services, G-Mail, Yahoo and many others provide free 

messenger services. However, advertiser has to pay for advertising his products. 

4. Cards: Cards are used to carry brief messages, acknowledge orders, remind customers, 

answer enquiries, update mailing list or to make special offers. Cards may be plain or 

coloured; multifold or single fold; or may be in forms of greetings or business letters. 

5. Greetings: Very popular means to establish relation with customers. The company 

maintaining a well-up-to-date customer database can send greeting cards on different events 

and occasions. Along with greetings, a brief message, picture of product or slogan with 

commercial value can be sent to customers and dealers. 

6. Circulars and Leaflets: Mostly, they are typed or printed on one or both sides. They may 

be in coloured papers. Circulars and leaflets involve description or special features of 

products. Many companies send circulars or leaflets on regular basis. 

7. Catalogues, Folders, Booklets and Brochures: They contain necessary information and 

are sent/offered to customers. Booklets are widely used by companies selling two- wheelers, 

refrigerators, television, or other technical products. 

8. Calendars and Diaries: Companies offer calendars or diaries, specially prepared as per 

their requirements, free-of-costs to customers and dealers, containing their names, symbols, 

brand names, slogans or pictures of the products. Diaries are more informative and expensive 

compared to calendars. 

9. Others: We may include other means used for direct advertisement. Such means or vehicle 

include: 

i. Data cards, samples, and gifts 

ii. SMS – Short Mobile Message through cell phone 

iii. House organs like story books, articles, cartoons, jokes, etc. 

iv. Pamphlets, etc. 
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They are in-house sources of information; they are made available to customers at their 

places (home or offices). In fact, a large number of media are used for direct advertising. 

Each of the media has its merits, demerits, and applicability. We will evaluate these media 

jointly. 

Merits: 

(a) It involves a direct and personalized appeal to the customers, and, hence, it is more 

effective. 

(b) Advertiser has more flexibility to adjust with different types of customers and their 

needs. 

(c) Especially, catalogues, booklets, circulars, fliers, broachers, and house organs are 

effective and have educative value. 

(d) Advertiser has complete control on these media. They can be sent as and when it is 

desirable to be sent. 

(e) It can clearly explain the main features of products with statistical data. 

(f) More varieties are available. Advertiser can use different means of direct mail to 

attract customers’ attention and to arouse interest. 

Demerits: 

(a) This method is costlier as advertising message is conveyed personally. It involves 

both preparation costs and distribution costs. 

(b) It involves a lot of clerical work. Special wing/office should be maintained for the 

purpose for regular mailing. 

(c) It is applicable when the customers are limited. 

(d) Many times, this method results into waste of time, money, and efforts. People really 

do not have interest in such mails. They believe that direct mail is just to promote 

sales. 

(e) It is meaningful only if customers are able to read and understand. 

(f) Virtually, personalized appeal is difficult as the company doesn’t have complete 

information of its buyers. 

(g) Most people perceive e-mail, SMS, business letters, etc., as the nuisance. They hold 

negative attitudes toward those companies excessively practice this route for 

commercial ads. Some of these tools have more nuisance value than commercial 

value. 

Outdoor or Mural Media: Nowadays, outdoor advertising media are widely used for almost 

all types of goods and services. Outdoor media are excessively used by manufacturers and 

dealers, hotels, restaurants, academic institutions, airways, banks, insurance, etc. Cold drinks, 

cements, cigarettes, petroleum products, and cosmetics products widely use these media for 

advertisement. They are also known as mural media. Those companies, which are not in 

position to spend huge amount on television, radio, newspapers or magazines, may opt for 

these media. 

Most common outdoor advertising media have been briefly discussed below: 
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1. Banners: They are used at popular places like cricket matches, tournaments, stage shows, 

fairs, talent shows, and annual functions of school, colleges and universities, seminars and 

conferences, or public meetings. 

2. Special Signboards: They are used at bus and railway satiations indicating route or 

platform number, or indicating name of roads and directions in the city. Most cell phone 

service providers including Vodafone, Idea Cellular, Airtel, etc., use this medium to 

popularize their name and brand. 

3. Kiosk: Square or triangle shaped boxes with written words or picture on them are hanged 

on electricity or telephone polls. 

4. Billboards: Special boards are prepared to advertise the product. Dealers or retailers put 

such boards nearby their shops, showrooms, shopping malls or on the upper sides of 

buildings. 

5. Handbills: They are very common and too cheap. Advertisement is printed on a piece of 

paper of small size. These leaflets are distributed hand to hand by a paid man, along with 

newspapers, or otherwise. 

6. Station Posters: Multi-coloured-printed posters with written message and pictures are 

stuck on walls, benches, insides the canteens, and inside and outsides bus stations, railway 

stations, and airports. 

7. Sky Writing: It is a novel and expensive vehicle to advertise the product. It is not very 

popular in our country. It involves showing words, symbols, or picture through gas during the 

night using plane, ballon, helicopter, or bursting. 

8. Symbol of Product: Giant size products, picture of products, or package of products are 

used for advertising purpose. Cadbury, Balaji Wafers, Coca-Cola, Maruti Car, Hero Honda, 

Natraj Pencil, etc., use this medium. 

9. Neon Sign: Neon tube lights are used for advertising. Words are written by neon tubes and 

are place on boards on buildings. Different coloured are used to make it attractive. This can 

be used only during the night. Cinema, business firms, banks, tuitions classes, and other 

professionals use neon signs to publish the advertising message. 

10. Other Outdoor Media: Other common and popular outdoor advertising media include: 

i. Posters and wall paintings ii. Hoarding on the road iii. Vehicle advertising 

iv. Sandwich man v. Trade fair vi. Balloons, etc. 

There may be more outdoor media than listed above. Each of these media has its merits, 

demerits, and suitability. But, we will discuss merits and demerits jointly for ail the outdoor 

advertising media. 
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Merits: 

(a) Outdoor media do not require customers’ special time and efforts to read or watch. 

(b) Outdoor media are capable to attract mass. Number of people can be attracted at a 

time. 

(c) They are cheaper than newspapers, radio, film, and television. 

(d) They are prepared in attractive and colourful manners. They are large in size to draw 

attention. They are eye-catching. 

(e) They are placed at a place where people are more likely to view the advertisement, 

such as public places, like gardens, hospitals, bus stations, railway stations, 

aerodromes, traffic points, railway crossing, highway turns, road crossing, corners, 

etc. 

(f) Some of them have long life (for example, hoardings, billboard, wall painting, etc.) 

They continue to advertise the same product for relatively a long time. They remain 

before the eyes of people for a long time. 

(g) They can be highly selective. Words, slogan, description, symbols, picture, etc., can 

be easily used. Even, advertiser can place it anywhere he likes. 

(h) They indirectly protect historical walls and buildings. They beautify different areas or 

localities. On highway, they are source of information and entertainment. 

Demerits: 

(a) People tend to overlook these media. People do not read or see such advertisements 

consciously and carefully. 

(b) They may lead to accidents or mishaps. Interesting and exciting hoarding possibly 

leads mishaps. 

(c) Hoardings, wall posters, station posters are not movable. They cannot be moved to 

other places. 

(d) Direct effect cannot be measured. 

(e) Use of these media in a large scale is expensive. 

(f) Voice and live movements (i.e., audio-visual effect) like television and film 

advertisements cannot be presented. 

Audio-Visual Media: The media that can be seen and/or hear are known as audio-visual 

advertising media. In contemporary marketing environment, these media are the most popular 

means to send advertising message. Marketers are using aggressively the audio-visual 

vehicles to prove superiority of their products over the competitors. These media, though 

expensive, are considered as the modern and prestigious among all the advertising media. 

This set of media is excessively used for all types of goods and services. Audio-visual media 

mainly include television, radio, short films, Internet, moving slides, film slides, etc. 

1. Radio: Perhaps it is the cheapest (in terms of per listener cost) and most pervasive among 

all media used for mass communication. It crosses the literacy barriers. Countrywide or on 

particular regions, the direct message is conveyed to the (desired group of) listeners. Radio is 

used not only for advertising national programmes by the Government for Family Planning, 

vaccination, woman education, ecological conservation, erosion of superstitions, or any other 
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programmes of social and national interest, but is also used by many companies for 

commercial advertising. Insurance, banks, financial institutions, and manufacturers use radio 

to advertise their goods/ services. Advertisements are broadcasted before, after, or during 

specific (regional or national) programmes. Some companies broadcast their own 

programmes or events of the social interest and get their products or activities advertised 

directly. Local radio (FM radio) is excessively used by local marketers like tuition classes, 

private colleges, hotels and restaurants, dealers and distributors of distributors consumer 

durables, and so forth. 

Merits: 

(a) Radio is more effective than spoken words. 

(b) Musical effects can be associated with message or slogan. 

(c) Wide coverage, it reaches to every corner of the country or at particular region. 

(d) Per contact cost is the lowest. 

(e) The programme can be sponsored or purchased as per advertiser’s needs and 

objectives. 

(f) It is more credible. No advertisement is broadcasted against general interest of the 

public. 

(g) It suits the low-cost products like foods, drugs, cosmetics, etc. 

(h) It promotes goodwill and prestige of an advertiser. 

Demerits: 

(a) Though per customer contact cost is the lowest, it is costly affair. 

(b) Company has to compromise in terms of message, events, or time schedule. 

(c) Only brief, sometimes not clear, message is conveyed. 

(d) It is not suitable with all types of products. 

(e) Mostly, advertisement appears during, before, or after the interesting programmes. 

People hear radio for programmes, and not for advertisement. So, message may not be 

properly attended. Advertising message is less significant than programme. 

(f) It has a temporary effect. Hardly the customer inquires the products based on radio 

advertising message. 

(g) It is not the sole medium to advertise the products. It is used as supplementary to 

other advertising media. 

2. Television – TV: It is the newest, fastest growing, and most popular advertising medium. 

It is a powerful medium for entertainment and advertisement. Now, television set is available 

at affordable price. Most of TV channels and local cable operators carry commercial 

advertisements. It appeals the people through the eye and the ear, i.e., it creates audio-visual 

effect. Products can be demonstrated as well as explained. Written words, description, and 

slogans can also be depicted with pictures, package, and brand names and/or products. Now, 

film starts, cricketers, artists, and modeling personalities are excessively used to advertise 

different types of products. Shahrukh Khan for Santro car and Dishtv, Amitabh and Sachin 

for Pepsi, Sachin for TVS Motor bike, Mathuri Dixit and Amitabh Bachhan for Himani 

costmatics, M. Dhoni for Milkshakti Buscuit, and such others are popular TV advertisements. 
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Camera and computer can create the highly impressive and effective combination of the 

events, words, slogan, and music. Advertisements appear in television during special events, 

like cricket match, film, thrilling news, or similar mega events, carry a heavy impression on 

customers. For example, TVS has earned the fame and sales in TVS Cup between India and 

West Indies in November, 2002. 

Merits: 

(a) Millions of people can be exposed to the products. 

(b) Company can appeal to the customers by two faculties (the eye and the ear) at a time. 

A long-term effect can be created. 

(c) Live demonstration can be displayed. Customers are guided systematically. 

(d) Television advertisement is also a great source of entertainment for children. Children 

are found uttering the slogans of various advertisements. It is an effective medium to 

popularize product within short period of time. 

(e) Actual users can be demonstrated using the product. Users are shown using and 

enjoying the products. 

(f) It is fit for the illiterate as well as the literate audience. 

(g) Advertising during specific interesting events like films, cricket match, film fair, 

specific serials, or news carries a high degree of exposure. 

(h) Television advertisement can be presented in the most effective and perfect way by 

using the latest animation technology or computer effect. 

(i) Product can be attached to specific personality in the most effective way. For 

examples, Mathuri Dixit and Himani cosmetic products, Sachin Tendulkar and TVS 

Victor, Shahrukh and Santro car, Amitabh and Pepsi, etc. Personality of person 

becomes the identity of the product. 

Demerits: 

(a) Advertisement of the firm appears before, after, or in middle of the programmes along 

with various advertisements. In the same way, various companies jointly sponsor a 

programme. Each company tries to impress its viewers. Advertisement may not be 

effective to catch the attention and to create the identity. All advertisements are not 

carefully attended. 

(b) It is the costliest medium to advertise the product. Only financially sound company 

can afford the medium. 

(c) In case of film or serial, people avoid seeing commercial break. They relax during 

commercial break, shift to other channels or even switch off TV for three to five 

minutes. 

(d) Television is a source of entertainment. Many advertisements are viewed for joy. Its 

commercial value may be undermined. 

(e) Frequent commercial breaks for a few minutes during interesting programme affect 

adversely the interest of audience. They are disturbed or irritated; cannot tolerate the 

disturbance in an interesting story. They may develop prejudice or negative attitude 

towards the company whose advertisement disturbs during climax. 
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(f) Many viewers opine that advertisements create a nuisance on television. They are 

more company-centered and have nothing to do with consumer interest and welfare. 

They waste the valuable time of people. 

(g) Television advertisement seems more artificial, superfluous, erotic, misleading, and 

full of exaggerations due to use of animation, virtual reality or special effects created 

by computer. People perceive vast difference between actual performance of products 

as against the claimed performance. It creates a big question against credibility of the 

TV advertisement. 

3. Internet: Internet is the latest medium to advertise products. Some companies put their 

advertisements on their websites; some companies buy web page of the popular websites. 

Even, sometimes, they place their advertising message directly on different websites. Viewers 

just clicking on the name, address, picture, product, logo, brand, or slogan and can get full 

detail of a product or a company. To develop their own websites on Internet is also very 

common due to rapid practice of e-commerce or online transactions. Most of the established 

companies, banks, insurance, and educational institutes have put their information of Internet. 

In India, use of Internet for advertising purpose is on increase. More than 100 million Indian 

access the Internet regularly. 

Merits: 

(a) It has high credibility and prestige. 

(b) Company can advertise its product globally. 

(c) Advertisement can be prepared with multiple effects. Use of virtual reality makes 

advertisement interesting. 

(d) It is highly suitable when the company wants to appeal to specific sophisticated 

groups of customers. 

(e) Demonstration is possible. 

Demerits: 

(a) It has a limited utility. A few people can access the Internet. In developing and 

underdeveloped countries, it has limited use. 

(b) It is not automatic. One has to log on to access a particular website. 

(c) Only limited firms can use this sophisticated advertising vehicle. 

(d) Internet users are highly professional and distinguished class of people and they 

hardly care for advertisements. 

(e) It is costly to both company as well as Internet users (customers). 

(f) People access websites for detail information only after they are impressed or 

exposed by the message appears in other advertising media. Thus, the medium is 

complementary to the rest of media. 

4. Moving Slide: This is mostly used in urban areas. Here, moving slides are used to 

advertise product. They are used for commercial or even for non-commercial purposes. 

Advertising message, picture of product, or logo of company moves either alternate or in one 

direction on the screen kept on private or public buildings. 
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Such slides are based on electricity or battery. However, use of electric circuit is very 

common. Nowadays, computer-based slides are very effective. Normally, it is a visual 

device. Voice is not associated. These slides are located in densely populated locality, 

corners, or near public places where a maximum number of people passes through. Traffic 

points and railway crossing are among the most effective places. This medium is very 

effective during the night. Multi-coloured slides attract pedestrians and people passing 

through vehicles. 

Merits: 

(a) This medium is much cheaper as compared to print and audiovisual media. 

(b) It is very flexible. The firm can change as per needs from one locality to another. 

Even, contents can be changed easily. 

(c) It is a source of entertainment as well as information. 

(d) For local advertising message, it is very effective. 

(e) It is highly selective. Company can advertise its product only in special locality. 

(f) It beautifies the corner or public places. 

Demerits: 

(a) It is fit only for local advertisement. 

(b) It has a limited exposure or reach. 

(c) If company wants more slides at a different place, this medium becomes costly. 

(d) Only visual message – but not voice – is transmitted. 

(e) It is suitable for a short message. 

(f) Live demonstration is not possible. 

5. Film or Cinema: Film advertisement mainly involves cinema slides and short films. A 

large number of people can be exposed through this medium. Advertisements are shown at 

theatres or at different places by projectors. 

Short Films: They are presented before films or during interval. Many companies use short 

films to advertise its products through cinema houses. It is a similar to television medium. 

Main difference between TV and short film is that film can expose only limited audience 

while TV is capable to contact millions of people at time. or example, popular advertisements 

are Vico cream, toothpaste and powder, Niramia detergent cake and washing powder etc. 

Short films are shown along with non-commercial films during various events or functions 

such as seminars and similar events. 

Slides: The alternate way to advertise the product in the theatre consists of slides. This 

medium is also used for both commercial as well non-commercial ads. Alike TV, it is a slide-

cum-sound medium. Only demonstration of products – but not live presentation – is possible. 

Here, slides consisting name of producers, products, logo, etc., are shown in theatres and at 

the place of special events. Advertisements are presented in theatre before and after film or 

during interval. 
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Merits: 

(a) It is less costly. Especially, slides are very cheaper. 

(b) This medium is fit for literate as well illiterate people. 

(c) Audiovisual effect is possible. 

(d) It can be presented in different shows and in each show different people can be 

exposed to an advertising message. So, in case of the hit movies, a large number of 

people can be exposed. 

(e) In short films, the live demonstration can be presented. Compared to TV, more 

information can be provided. 

Demerits: 

(a) Inattention is the basic problem. Audience is more interested in the movie than 

advertisement. 

(b) Advertising the products by short films is costly. Its preparation is more costly than 

presentation. 

(c) Only those who spend money to see movie in the theatre or participate in seminar, 

functions, etc., are exposed to the advertising message. So, compared to radio, 

television, or print media, it has extremely limited coverage. 

(d) Such medium cannot be used in the areas where theatres or projectors are not 

available. 

(e) Slides are less effective. People avoid attending ad slides. 

(f) If not prepared carefully, slides, short films, or documentary result into irritation, 

boring, and misleading. 

Advertising Specialties: There are near about 5000 such items used for advertising products. 

Here, some items, either related to products or not, are offered to customers at free-of-charge. 

On such items, brand names, logo, or company name have been stamped or inscribed. While 

using such products, consumers can know about name of company, brand, product, etc. Such 

items include pen, paperweight, lighter, purse, ring, belt, knife and other kitchenware, key-

chain, bag, rain cap, or some extra accessories. These items can be offered to customers or 

dealers as the gift. 

Other Media: Apart from the media discussed in above part, there are various media 

frequently use for advertising the products. 

Most widely used common advertising media are: 

1. Window Display   2. Product Package 3. Counter Display 

4. Special Display and Shows  5. Showrooms  6. Trade Fair and Exhibition, etc. 

Several media discussed in the former part are among popular ad media. There can be more 

ad media. Any tool capable of carrying the message can be treated as advertising medium. It 

must be stated that above classification of media is not very strict. Chance of duplication of 

one or more media cannot be completely ignored. 
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CHOOSING ADVERTISING MEDIA: 

With a thorough study of each medium and vehicle, we are now poised for making vital 

decision on the choice of an advertising media and media vehicle. In fact, medium or media 

selection is unique decision to be made by every advertiser. 

Actual selection of the best medium or media for particular advertiser will depend on 

variables like specific situation or circumstances under which he is carrying on his business, 

the market conditions, the marketing programme and the peculiarities of each medium of 

advertising. 

Strictly speaking, there is no one best medium/media for all similar units. What is “best” is 

decided by unique individual circumstances. However, in general, the following factors 

govern the choice of an advertising media. 

Factors Governing the Choice: 

1. The nature of product: A product that is needed by all will encourage mass media like 

print, broadcast, telecast, outdoor and the like. A product needing demonstration warrants 

television and screen advertising. Industrial products find favour of print media than 

broadcast media. Products like cigarettes, wines and alcohols are never advertised on radio, 

television and screen. 

2. Potential market: The aim of every advertising effort is to carry on the ad message to the 

prospects economically and effectively. This crucial task rests in identification of potential 

market for the product in terms of the number of customers, geographic spread, income 

pattern, age group, tastes, likes and dislikes and the like. 

If the message is to reach the people with high income group, magazine is the best. If local 

area is to be covered, newspaper and outdoor advertising are of much help. If illiterate folk is 

to be approached, radio, television and cinema advertising are preferred. 

3. The type of distribution strategy: The advertising coverage and the distribution system 

that the company has developed have direct correlation. Thus, there is no point in advertising 

a product if it is not available in these outlets where he normally buys. Similarly, the 

advertiser need not use national media if not supported by nationwide distribution network. 

4. The advertising objectives: Though the major objective of every company is to influence 

the consumer behaviour favourably, the specific objectives may be to have local or regional 

or national coverage to popularize a product or a service or the company to create primary or 

secondary demand to achieve immediate or delayed action to maintain the secrets of the 

house.BIf it wants immediate action, direct or specialty advertising fitting most. If national 

coverage is needed, use television and news-paper with nationwide coverage. 

5. The type of selling message: It is more of the advertising requirements that decide the 

appropriate choice. The advertisers may be interested in appealing the prospects by colour 

advertisements. In that case, magazine, film, television, bill- boards, bulletin boards serve the 

purpose. 
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If the timeliness is the greater concern, one should go in for news-paper, radio, posters. If 

demonstration is needed there is nothing like television and screen media. If new product is to 

be introduced, promotional advertising is most welcome. 

6. The budget available: A manufacturer may have a very colourful and bold plan of 

advertising. He may be dreaming of advertising on a national television net-work and films. 

If budget does not allow, then he is to be happy with a low budget media like his news-paper 

and outdoor advertising. Instead of colour print in magazine, he may be forced to go in for 

black and white. Thus, it is the resource constraints that decide the choice. 

7. Competitive advertising: A shrewd advertiser is one who studies carefully the moves of 

his competitor or competitors as to the media selected and the pattern of expenditure 

portrayed. Meticulous evaluation of media strategy and advertising budget paves way for 

better choice. It is because, whenever a rival spends heavily on a particular medium or media 

and has been successful, it is the outcome of his experience and tactics. However, blind 

copying should be misleading and disastrous. 

8. Media availability: The problem of media availability is of much relevance because; all 

the required media may not be available at the opportune time. This is particularly true in 

case of media like radio and television; so is the case with screen medium. Thus, non-

availability of a medium or a media poses a new challenge to the media planners and the 

people advertising industry. It is basically an external limit than the internal constraint. 

9. Characteristics of media: Media characteristics differ widely and these differences have 

deep bearing on the choice of media vehicle. 

These characteristics are: 

(a) Coverage, 

(b) Reach, 

(c) Cost, 

(d) Consumer confidence and 

(e) Frequency. 

‘Coverage’ refers to the circulation or the speed of the message provided by the media 

vehicle. Larger the coverage, greater the chances of message exposure to the audiences. 

Advertisers prefer the media vehicles with largest coverage for the amount spent. 

5.3 PERSONAL SELLING: 

Personal-selling or salesmanship are synonymous terms; with the only difference that the 

former term is of recent origin, while the latter term has been traditionally in usage, in the 

commercial world. Since a salesman, in persuading a prospect to buy a certain product, 

follows a personal approach; salesmanship, in the present-day-times in often popularly called 

as personal selling. Personal selling (or salesmanship) is the most traditional method, devised 

by manufactures, for promotion of the sales of their products. Prior to the development of the 

advertising technique, personal selling used to be the only method used by manufacturers for 
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promotion of sales. It is, in fact, the forerunner of advertising and other sales promotion 

devices. 

Concept of Personal Selling: 

Personal selling might be defined 

as follows: Personal selling is a face-

to-face contact between the salesman 

and the prospect; through which the 

salesman persuades the prospect, to 

appreciate the need for the product 

canvassed by him – with the 

expectation of a sales-transaction, being eventually materialized. 

 

Following are given some popular definitions of salesmanship: 

“Salesmanship is the art of presenting an offering so that the prospect appreciates the need for 

it and a mutually satisfactory sale follows.” —Philips and Duncan 

“It is the part of a salesman’s’ business to create demand by demonstrating that the need does 

exist, although before his visit there was no consciousness of that need.” —W. Major Scott 

Features of Personal Selling: Some important features of personal selling are given below: 

(h) Personal selling involves a face-to-face contact between the salesman and the 

prospect. 

(a) (ii) It is an art of persuading the prospect, to appreciate the need for the product 

canvassed by the salesman, in a democratic, cordial and social manner. This, then, 

requires outstanding qualities in a salesman; specially the proficiency in selling skills 

and techniques. 

(b) (iii) In personal selling, the emphasis is on the development of permanent and lasting 

relations with prospects If a prospect is won; a sales transaction might materialize 

with him subsequently in future. Obtaining an immediate sale may be the natural 

ambition of a salesman; it should never be his target. 

(c) (iv) A salesman sells product, by first selling his own idea or viewpoint to the 

prospect. Personal selling, therefore, is the art of convincing the prospect and 

influencing his mind, in a favourbale way. 

(d) (v) Personal selling requires a flexible approach; on the part of the salesman i.e. the 

salesman should modify his approach in persuading the prospect, in view of the 

psychology, needs and resources of the prospect. 

(e) (vi) The ultimate goal of personal selling is mutual satisfaction of the interests of both 

– the salesman and the prospect. 

http://cdn.yourarticlelibrary.com/wp-content/uploads/2015/11/clip_image010_thumb7.jpg
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Need for Personal Selling: Despite the dominance of advertising, in the present day 

commercial world, personal selling still occupies its unique place; co-existing with 

advertising. 

Some of the reasons for the need of personal selling are as follows: 

(i) Requirements of Product Demonstration: There are certain products which require a 

demonstration, for purposes of explaining their use, manner of their handling and the 

precautions required in using them. This requirement for product demonstration necessitates 

personal selling; as no advertising media cannot undertake this work. A good instance of 

products requiring demonstration is a washing machine, used in households. A salesman is 

required for explaining the operation of a washing machine to housewives. 

(ii) Illiterate Prospects: Where a manufacturer is interested in selling some of his products 

to prospects, who, by and large, are literate; personal selling is necessary. Illiterate prospects 

could not be expected to appreciate the need and utility for a product-just through advertising. 

Salesmen are needed to approach such illiterate prospects, who would explain the usefulness 

of the products to them, in a convincing style. 

(iii) Traditional Necessity of Personal Selling: There are cases of products, where 

advertising is not usually done; partly due to the technical or specialized nature of products 

and partly due to traditions. In cases of such products, therefore, personal selling is 

necessitated to meet the requirements of tradition prevalent in particular trades. 

Examples of such products as require personal selling are: 

(1) Medicines, where salesmen (called medical representatives) still go from doctor to doctor 

or from hospital to hospital, canvassing new medicines manufactured by their pharmaceutical 

companies. 

(2) Industrial goods (like new machines or spare parts), where salesmen visit various 

industrial houses and convince the industrialists, of the utility of the new industrial goods 

manufactured by their companies. 

(iv) Emergence of an Entirely New Type of Product: In case of innovations, i.e. entirely 

new types of products, manufactured by a producer, salesmen are appointed by the producer 

to publicize such new products to prepare a base for demand creation. Then, through 

subsequent advertising, by the manufacturer, demand base is further expanded. 

(v) Need to Develop Relations with Customers: Personal selling helps a manufacturer to 

develop good relations with customers/prospects. Through advertising alone, development of 

relations with customers is not possible. This factor again necessitates personal selling and 

accounts for its survival, in the present-day times. 

(vi) Source of Marketing Research Data: Salesmen, because of their interactions with 

customers, prospects, dealers etc., are able to provide valuable data to the manufacturer about 

market trends, consumer preferences, degree of market competition etc.; which are utilized 

for marketing research purposes. 
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Some of the manufacturers appoint salesmen precisely for this purpose, besides expecting 

them to create more sales. This factor, therefore, becomes a modern factor necessitating 

salesmanship; and accounting for its survival under the modern marketing conditions. 

(vii) To Remove Misconceptions Caused by Competitive Advertising: In the modern 

marketing world, competitive advertising has become so aggressive that one competitor 

would not hesitate in defaming the products of others for the sake of building a reputation for 

his own product. 

A manufacturer, through salesmanship can plan to remove such misconceptions from the 

minds of prospects (caused by competitive advertising), by making them available true facts 

and merits of his products through his own salesmen. 

PERSONAL SELLING PROCESS: 

1. Prospecting: Searching for prospects is prospecting. Here, prospect is a person or an 

institution who is likely to be benefited by the product the salesman wants to sell and can 

afford to buy it. Prospecting is the work of collecting the names and addresses or persons 

who are likely to buy the firm’s products and services. Provide encompasses even the 

discovery of special needs and multiplying the sales with existing clientele. While collecting 

the details, ‘suspects’ must be separated from ‘prospects’ to avoid or reduce waste of time, 

treasure and talent. There are definite methods of prospecting. 

The most popular ones are: 

1. Endless chain method, 

2. Centre of influence method, 

3. Personal observation method, 

4. Spotter’s method, 

5. Cold-canvas method; 

6. Direct mail and 

7. Telephone method. 

2. Pre-approach: Pre-approach is to get more detailed facts about a specific individual to 

have effective sales appeals on him or her. It is a record round effort to get details regarding 

the prospect such as his ability, need, authority, accessibility to buy; it is a closer look of 

prospects, likes and dislikes, tastes, habits, financial status, social esteem, material status, 

family background and the like. The objectives of pre-approach are to providing additional 

qualifying information; to design an effective approach strategy; to better the planning 

information; to avoid serious errors and to build-up confidence. The sources of information 

are his fellow salesmen, customers, local newspapers, special investigators, sales office, 

directories, observation and the prospect. 
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3. Approach: Approach means the meeting of the prospect in person by the salesman where 

he makes face to face contact with prospects to understand them better. Approach is such a 

delicate and critical stage of the sales process that the sales are either won or lost. Approach 

is stepping stone for sales presentation. It is because of this delicacy that sales are likened to a 

chain where break of one link will break it into useless lump of hooks. Success follows the 

salesman who possesses courage, courtesy and confidence. The objectives of approach are: 

To help the salesman to make a favourable impression; to amplify the detailed information 

obtained by the salesman at pre-approach level; to convert the favourable attention of the 

prospect easily and smoothly into the sales proposition. 

4. Presentation and demonstration: Presentation implies an array and decoration of articles 

in the shop. It is the heart of selling process. Effective presentation has the capacity to 

convince the customer of his sales proposition. It creates and holds the interest of customers 

towards the products. It would be wrong to assume that all those who enter the shop do buy 

the products. 

Normally, most of the prospects visit the shop to see prior to their decision to buy. This 

casual visit can be a commitment visit provided products are displayed, presented and 

demonstrated by the salesmen in an appealing manner. Demonstration is a part of 

presentation because, more description is not enough. Demonstration is the crucial task of 

providing the proofs and providing the statements about quality, utility, performance and 

service of a product by evidences of experiment, operation or a test. The significance of 

demonstration lies in reducing the sales talk, facilitating the comparison, appealing to senses, 

fortifying the sales talks and convincing the fastidious customers. Here, A-I-D-A approach 

works wonders. 

5. Overcoming objections: For a creative and persuasive salesman, the process of selling 

really starts when the prospect raises objections. In absence of sales resistance the salesman is 

merely an order booking clerk. For every action of salesman there is prospect’s pro-action or 

reaction that is, approval or disapproval. Each salesman should understand the reasons as to 

why prospects raise objections because; each objection has its roots in the buying decision. 

An objection is the expression of disapproval of an action taken by salesman; it is an adverse 

reason or an argument indicating clearly that the prospect is not yet ready to buy. These 

objections may be genuine or mere excuses. Overcoming objections is really a delicate stage 

that makes or mars the unbroken chain of selling process. Being a very crucial aspect, the 

experts have a set procedure for overcoming the objections namely, listen to the prospect 

cushion the jolt anticipate the objections and prevent their occurrence. It is the creative task 

of bringing the customer to the sales track once again. 

6. Closing: All the earlier stages of sales talk namely, prospecting, pre-approach; approach, 

presentation and handling the objections have been designed to induce the prospect to make 

decision to buy so that a sale can be concluded. The success in earlier stages will lead to the 

last stage of closing the sale and clinch the deal. Here, ‘close’ means the act of actually 

getting the prospect’s assent to the sales proposal or he gets an order. The underlying point of 

closing sale is to persuade the prospect to act right now than postponing or delaying the 

action. It is here that the prospect is turned into a customer desire into demand. Though it 



D. Bhuvankumar   MM BBA IV SEMESTER 

Sanjeev Degree College  141 | P a g e  

 

sounds very easy, it is the most difficult task. It is the positive attitude and self-confidence 

that plays a decisive role in converting wish into desire and desire into demand. A poor closer 

is a poor salesman and salesman who cannot close well will have to close the line. 

5.4 PUBLICITY 

Publicity is also a way of mass communication. It is not a paid form of mass communication 

that involves getting favourable response of buyers by placing commercially significant news 

in mass media. Publicity is not paid for by the organisation. Publicity comes from reporters, 

columnists, and journalists. It can be considered as a part of public relations. Publicity 

involves giving public speeches, giving interviews, conducting seminars, offering charitable 

donations, inaugurating mega events by film actors, cricketers, politicians, or popular 

personalities, arranging stage show, etc., that attract mass media to publish the news about 

them. 

Publicity is undertaken for a wide range of purposes like promoting new products, increasing 

sales of existing product, etc. It also aimed at highlighting employees’ achievements, 

company’s civic activities, pollution control steps, research and development successes, 

financial performance, its progress, any other missionary activities, or social contribution. 

William J. Stanton: “Publicity is any promotional communication regarding an organisation 

and/or its products where the message is not paid for by the organisation benefiting from it.” 

Philip Kotler: “Non-personal stimulation of demand for the product or service, or business 

unit by placing commercially significant news about it in public medium or obtaining 

favourable presentation of it upon radio, television, or stage that is not paid for by the 

sponsor.” 

Characteristics of Publicity: Key characteristics of publicity have been briefly described in 

following part: 

1. Meaning: Publicity is not a paid form of mass communication that involves getting 

favourable response of buyers by placing commercially significant news in mass media. It 

involves obtaining favourable presentation upon radio, newspapers, television, or stage that is 

not paid for by the sponsor. 

2. Non-paid Form: Publicity is not a paid form of communication. It is not directly paid by 

producer. However, it involves various indirect costs. For example, a firm needs some 

amount for arranging function, calling press conference, inviting outstanding personalities, 

decorating of stage, other related costs, etc. 

3. Various Media: Mostly, publicity can be carried via newspapers, magazines, radio, or 

television. For example, in case a product is launched by popular personality in a grand 

function, the mass media like newspapers, television, radio, magazines, etc., will definitely 

publicize the event. 

4. Objectives: Sales promotion is undertaken for a wide variety of purposes. They may 

include promotion of new product, pollution control, special achievements of employees, 
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publicizing new policies, or increase in sales. It is primarily concerns with publishing or 

highlighting company’s activities and products. It is targeted to build company’s image. In a 

long run, it can contribute to increase sales. 

5. Control of Producer: Company has no control over publicity in terms of message, time, 

frequency, information, and medium. It comes through mass media like radio, newspapers, 

television, etc. It is given independently by the third party. It is presented as a news rather 

than propaganda. 

6. Credibility/Social Significance: Publicity has high degree of credibility or reliability as it 

comes from mass media independently. It is given as news for social interest. It has more 

social significance compared to other means of market promotion. 

7. Part of Public Relations: Publicity is a part of broad public relations efforts and activities. 

Public relations includes improving, establishing, and maintaining direct relations with all 

publics. Publicity can help improve public relations. 

8. Costs: Publicity can be done at much lower cost than advertising. Company needs to spend 

a little amount to get the event or function publicized. 

9. Effect: Publicity message is more likely to be read, viewed, heard, and reacted by 

audience. It has a high degree of believability as it is given by the third party. 

10. Repetition: Frequency or repetition of publicity in mass media depends upon its social 

significance or the values for news. Mostly, it appears only once. 

Importance of Publicity: Like advertising and sales promotion, sales can be increased by 

publicity, too. Publicity carries more credibility compared to advertisement. Publicity is cost 

free; it doesn’t involve direct cost. Publicity offers a lot of benefits to the producers and 

distributors. 

Importance of publicity can be made clear from the below stated points: 

1. Publicity is an effective medium to disseminate message to the mass with 

more credibility. People have more trust on news given by publicity. 

2. The credibility level of publicity is much higher than advertising and other 

means of market promotion. People express more trust on what the third party 

independently says. It appears directly through newspapers, magazines, 

television, or radio by the third party. It is free from bias. 

3. It provides more information as the valuable information is free from space 

and time constraints. Similarly, publicity takes place immediately. No need to 

wait for time or space in mass media. It enjoys priority. 

4. The firm is not required to pay for publicity. The indirect costs related to 

publicity are much lower than other means of promotion. 

5. It is a part of public relations. It is free from exaggeration; it carries more 

factual information about company. It is more trustable. It helps establish 

public relations. 
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6. Generally, publicity covers the varied information. It normally involves name 

of company, its goods and services, history, outstanding achievements, and 

other similar issues. The knowledge is more complete compared to 

advertisement. 

7. Publicity directly helps middlemen and sale persons. Their tasks become easy. 

Publicity speaks a lot about products on behalf of middlemen and salesmen. 

Sellers are not required to provide more information to convince the buyers. 

8. It is suitable to those companies which cannot effort the expensive ways to 

promote the product. 

9. Publicity increases credit or fame of the company. Publicity on company’s 

assistance in relief operations during flood, earthquake, draught, and other 

natural calamities highlights its name and social contribution in mass media. 

People hold high esteem to this company. 

10. Publicity can be used by non-commercial organisations/institutes like 

universities, hospitals, associations of blinds or handicaps, and other social 

and missionary organisations. They can publicize their noble works by the 

medium of publicity. 

5.5 PUBLIC RELATIONS 

We can define public relations as follows: 

This is a company’s effort to understand the public (both within the company and outside) 

and make it understood for the sake of its enlightened self-interest. 

It is an organised effort of a company to build a good image for itself among those who 

count, i.e. those on whom it depends for survival and growth. – 

Public relations means the way a company relates with its publics, both within and without, 

to generate goodwill for it in pursuit of its business goals and other ideals. 

Public relations signify the smile which a company wears. Through PR, a company tries to 

present its human face, make it approachable and likable. As such, public relations have to 

cover a range of activities – from singing praises of the company to giving outright donations 

for public causes. 

In between, there are mass awareness campaigns, publication of an internal circulation 

magazine (house journal), organizing consumer/dealer get-together, sponsoring prizes and 

scholarships, conducting surveys, analyzing feedback, keeping track of news headlines about 

it, responding to news appropriately, meeting individual clients, etc. to solve their grievances. 

Public relations include both inward and outward communication. They cover not only a 

transmission of messages but also conduct of activities. 

Objectives of Public Relations: 

Within the overall objective of understanding the public and making itself favorably 

understood, public relations have these objectives: 
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1. Creating awareness about the company, its goals, products and services where this 

counts. 

2. Sustaining the awareness as an ongoing process, keeping in mind what the competitors 

are doing, and knowing that public memory is short. 

3. Striving to be accepted by the various publics. Special efforts are required to be 

accepted by employees. A foreign company has its own requirements for being 

accepted on this soil. 

4. Creating a bond of trust. In times of rumors, misinformation, etc., a company has to 

establish the truth. In normal times, too, a company has to promote its reliability. Just 

consider the frequent use of words like believe, trust, reliable, safe, 100%, etc. in 

building a company image. 

5. Getting cooperation from various quarters. A company has many publics on whom it 

has to depend. Government organizations, providers of various services etc. have to be 

wooed in such a way that they willingly help the company. 

6. Earning recognition. It is not enough to perform feats but it is necessary to get these 

noticed and talked about. Through winning awards, certifications etc. and getting these 

read and seen, a company gets recognition. Having so-and-so as a client or collaborator 

may itself be a recognition. This has to be publicized. 

How Public Relations Differ from Propaganda and Advertising: 

Whereas propaganda suggests a blatant and crude kind of publicity, sometimes by bulldozing 

the audience, public relations are a gentlemanly effort to inform properly and create an 

understanding. Public relations try to win hearts. 

As for advertisements, public relations exercises differ from the common run of 

marketing ads. Public relations may, of course, use press appearances as a medium for 

creating an understanding, but that is at a level different from marketing. 

While “ads” are normally understood to be out-and-out sales device, public relations create 

an atmosphere in which the ads may function effectively. Good public relations are, thus, a 

subtle and indirect mode of advertisement. Ads and PR are a doubles team to enhance a 

company’s business and business image. 

The “Publics” of an Organisation: Every organisation has to list out the bodies and 

segments of population on whom it depends for its smooth functioning and growth. Let us 

take a few examples. 

Publics of a supermarket: 

1. Customers who visit it and buy from it 

2. Its suppliers 

3. Its staff 

4. Its potential customers (and that may include the whole town, even visitors from 

nearby towns) 

5. Licensing and taxation authorities 

6. Providers of infrastructure facilities and services (e.g. electricity, security, etc.) 
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7. Its publicity agents, newspapers, etc. 

8. Regulator) authorities such as Food and Drugs Administration 

Publics of a holiday resort: 

1. People who have the spending power to visit it and have an access to it 

2. Its staff 

3. Travel agents who may do bookings for it 

4. Transport operators 

5. Government maintenance agencies like the municipal corporation 

6. Law and order authorities 

7. Professional entertainers 

8. Emergency service providers like doctors, divers, and adventure experts 

9. Publicity machinery 

The relative importance of each public for the company is determined from experience. 

Equitable attention is required to be paid to each public. 

Internal Public Relations: It is curious that when we say a company sometimes we mean all 

its employees and sometimes only the top management or owners. For the top management, 

the rank and file is a public, to be entertained and befriended as a category. 

Internal PR is maintained by means of: 

1. Counseling and dialogue: Employees may have to be advised suitably to get adjusted to 

their jobs. 

2. Self-expression forums: Employees should have access to higher management to convey 

their problems and useful ideas. The employees may express themselves through suggestion 

schemes. These contribute a fund of ideas based on actual working conditions. However, it is 

necessary not to promise that the suggestions would all be translated into schemes. At the 

same time, good ideas need to be rewarded. If a company conducts its own slogan contest, it 

may give a prize to the winning slogan and save on publicity expenditure. 

3. Publications: As seen earlier in this section, house journals help to create a family feeling 

in an organisation. If a house journal is supplemented by get-togethers (of employees within a 

town) and camps (of employees from different towns), a bond of cordiality is created. The 

publication can serve as a base for such get-togethers and camps. 

4. Free films, entertainment shows, and educative lectures: Even in the days of 

overexposure to films through TV, rare and attractive films can be screened specially for 

employees. Similarly, magic shows, hypnotism shows, gymnastics show, etc. can be arranged 

for them. Educative lectures, yoga and meditation camps and celebration of special days (e.g. 

Hindi Day), poetry meets, etc. are some more means of solidifying employee bonds. 

5. Felicitations: Employees and their family members can be felicitated for their 

achievements – merit ranks, scholarships, adventure feats, etc. 
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6. Inviting family members by creating occasions: A campaign like a tree plantation drive 

can be used to create a good image in the outside world and an occasion for employees’ 

family members to meet in informal surroundings. Family members may also be invited for 

national days like the Independence Day and the Republic Day. 

External PR: 

This is a wider area, with many interest groups: 

1. Customers: They constitute the biggest public for a company. They can be wooed by 

having a grievance cell, enquiry booth, “disinterested” educational campaigns (e.g. “night 

brushing is vital” – message from a toothpaste company), display of posters and pamphlets 

explaining schemes, creating convenience for weaker age groups and weaker sections, etc. 

Courtesy and promptness are time-honored PR devices that function through every 

representative of the company. 

2. Financiers: The company’s shareholders, bankers, depositors, etc. like to know about the 

financial status of the company. By issuing prompt, truthful, and self-explanatory and reader- 

friendly financial publications and reaching them into the hands of the financial partners, a 

company can earn their goodwill. 

3. General public: There is a vast group of people who are not actual consumers of the 

company but may be potential consumers. For an airline, there are many who have no plans 

to fly in the near future but who still view with interest the coming into existence of a new 

company in this line, its standard of service, etc. Their genera discussions help to create a 

climate of opinion. Thus an overall good image needs to be projected at all times. A company 

can stay in the memory of the general public by doing society-useful jobs, e.g. cleanliness 

campaigns, ecofriendly activities, help in disaster management, etc. 

4. Institutions: They include government departments, corporations and public bodies. They 

are power centres with much capacity to do or undo. To stay good in their eyes, a company 

needs to do that which appeals to an enlightened group. It needs to project an image as a law- 

friendly company. A clean administration and standards of probity in the product help to woo 

institutions. 

Feedback in PR: To know what the public is thinking of the company in general and on 

specific points in particular is necessary for it’s image-building. This becomes especially 

necessary when sales decline despite heavy publicity campaigns. Publicity is a heady wine 

and likely to induce pride and self-complacency. Excessive publicity sometimes produces a 

reverse reaction – sympathy for the underdog. People sometimes don’t want to go where 

everybody goes. And yet monolithic reputations (one company outshining all others) are 

possible. They are achieved by staying close to the ground. A company can stay in touch with 

the public at large by getting constant feedback from its publics. This is done through surveys 

and questionnaires, as also through “casual” talk and by listening to casual remarks. Some 

film-makers arrange for a pre-release show and watch the facial expressions of the spectators 

as they leave the theatre. Good face-readers and listeners are an asset to a feedback campaign. 
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Just as a company uses celebrity endorsements (support of famous persons) as a tool of 

advertisements, it does well to listen to disinterested intellectuals who may not be celebrities. 

Because of their superior intellect and dispassion, they can mouth an opinion that may be of 

lasting value. 

At the same time, an ignored warning from this precious minority can be a sign of decline of 

a company. Publishers get their books read by such disinterested intellectuals for a frank and 

balanced opinion. 

PR and Media: Media planning is truly a specialist job today. From hoardings at busy 

suburban railway stations like CST or Church gate, daily seen by lakhs of commuters, to 

internet – deep inside the computer tube, there are too many media today. But audio-visual 

media maintain their primacy. 

The tools of public relations are: 

1. TV: Here your skill in PR is seen in the programmes your sponsor and in the decorum of 

your presentations. The TV announcer’s voice is often more effective to drive home your 

slogan than the paid artist or the celebrity 

2. Print media – newspapers and magazines: While ads do their work, good PR lies in 

contributing useful scholarly articles to appropriate magazines and newspapers. 

An article on motivation or on economy by a company’s chairman would do much to 

enhance its image. Then there are interviews, panel discussions, etc. in which top executives 

can take part. 

3. Films: Films about a company’s working and its unusual activity (e.g. oil exploration, 

disease control) can be used for fostering public relations. These films can be shown at 

customers’ meets, exhibitions, press meets, in-house get-togethers, etc. 

4. Literature: Brochures, information booklets, leaflets etc. are specially devised literature 

for image-building. They can be coupled with calendars, lists of holidays, useful telephone 

numbers, etc. 

5. Direct mail: Some banks send birthday greetings to their customers. Similarly, season’s 

greetings, sympathy cards, invitations etc. can be used as a bridge to reach a company’s 

established as well as new clients.- 

6. Internet: Internet is an ever-expanding medium with unexplored possibilities. It is also a’ 

very effective tool for reaching special interest groups who would be visiting certain sites or 

using certain features of internet (like email). 

7. Radio: The Radio, an audio device, has certain advantages over the TV. It can play in the 

background without involving the eye. Its importance needs to be properly rated, since it is a 

highly under rated medium in today’s India. Executives have an extra opportunity of reaching 

rural audiences by giving radio talks in regional languages. Agricultural products can be 

popularized by effective use of the radio. 
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8. Oral communication and stage manners: This is not the least device of public relations. 

Customers see employees’ dresses and manners with some attention. Consider a savings 

account clerk in a bank. Customers have to stand and wait in front of him/her. They get 

ample time to watch the functionaries. All personnel who have to deal with the public need to 

be trained groomed and counseled from the PR angle. In conferences, press meets and public 

appearances, executives are judged by their courtesy, stage manners and gift of the gab. A 

systematic development of personality is needed. Also, sometimes a subject expert may not 

be a good speaker or a presentable person. What a mistake it is in such cases to project him as 

the company’s spokesperson! It is better to impart the expertise to a proficient communicator 

and use him for presentations. 
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