
Unit-1 

Nature of Marketing: 

1. Marketing involves identifying and meeting human and social needs profitably. 

2. It focuses on creating, communicating, delivering, and exchanging offerings that have 

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

3. Successful marketing creates demand for products and services and contributes to the 

financial success of a firm. 

4. Marketing is not limited to selling products but also includes understanding customers 

and creating products that fit their needs, making selling almost unnecessary. 

5. It includes a wide range of activities, such as advertising, sales, online marketing, and 

understanding the digital world. 

Scope of Marketing: 

1. Marketing covers various entities that can be marketed, such as goods, services, events, 

experiences, persons, places, properties, organizations, information, and ideas. 

2. It involves decision-making related to features, prices, markets, and marketing 

expenditures, especially in a rapidly changing business environment. 

3. Marketing management is the art and science of choosing target markets, acquiring and 

retaining customers, and creating superior customer value. 

4. Marketing plays a crucial role in an organization's success, building strong brands and 

loyal customer bases. 

Importance of Marketing: 

1. Marketing is essential for firms' financial success as it generates sufficient demand for 

products and services, leading to profitable operations. 

2. It helps introduce new or improved products that enhance people's lives, thereby 

contributing positively to society. 

3. Successful marketing builds strong brands and customer loyalty, which are valuable 

intangible assets for a company. 

4. In a digital revolution and rapidly changing business environment, marketing is vital for 

businesses to adapt and thrive. 

5. Marketing is not limited to for-profit businesses; even non-profit organizations and 

service-oriented firms utilize marketing to create a positive impact and achieve their 

objectives. 

 

 



Core Marketing Concepts 

• Needs: These are basic human requirements, such as food, water, clothing, and shelter. 

They also include higher-level needs like recreation, education, and entertainment. 

• Wants: When needs are directed towards specific products or objects, they become 

wants. Wants are shaped by society and cultural influences. For example, a U.S. consumer 

needs food, but they may want a specific type of food, like a Chicago-style "deep-dish" 

pizza and a craft beer. 

• Demands: Demands are wants backed by the ability to pay for specific products. While 

many people may want a luxury car like a Mercedes, only a few may be able to afford it. 

• Segmentation: Marketers identify distinct segments of buyers based on demographic, 

psychographic, and behavioural differences. They divide the market into groups with 

similar characteristics and needs. For example, Volvo targets buyers who value safety as 

a major concern. 

• Target Markets: For each segment, the firm develops a market offering that positions 

itself in the target buyers' minds as delivering key benefits. Porsche, for instance, targets 

buyers who seek pleasure and excitement in driving and want to make a statement about 

their wheels. 

• Positioning: Positioning involves creating a specific perception of a brand or product in 

the minds of the target customers relative to competitors. For example, Volvo positions 

its cars as the safest option available, appealing to safety-conscious buyers. Similarly, 

Porsche positions itself as a brand that offers excitement and pleasure in driving, 

attracting enthusiasts who want a thrilling experience. 

• Offerings: A combination of products, services, information, and experiences that 

address customer needs and deliver value to them. 

• Brands: A brand is an offering from a known source that carries various associations in 

customers' minds. For instance, Apple's brand is associated with creativity, innovation, 

and ease of use. 

• Communication Channels: These deliver and receive messages from target buyers and 

can include traditional media like TV, radio, and print, as well as digital channels like the 

internet and social media. 

• Distribution Channels: These help display, sell, or deliver physical products or services to 

buyers. They can be direct or indirect, involving distributors, wholesalers, retailers, and 

agents. 

• Service Channels: These include entities like warehouses, transportation companies, 

banks, and insurance companies that facilitate transactions with potential buyers. 

• Paid Media: This includes advertising channels where marketers pay to display their ads 

or brand, such as TV ads, magazine ads, and sponsored content. 

• Owned Media: These are communication channels that marketers own and control, such 

as company websites, blogs, and social media profiles. 



• Earned Media: This is generated voluntarily by consumers or the press, such as word-of-

mouth, buzz, or viral marketing. Companies like Chipotle have leveraged earned media 

to reduce reliance on traditional paid media. 

• Impressions: This metric tracks the scope or breadth of a communication's reach, such as 

the number of views or exposures to an ad or content. It indicates the potential audience. 

• Engagement: Engagement goes beyond impressions and measures the extent of a 

customer's attention and active involvement with a communication. It includes actions 

like "likes," comments, sharing, and interactions with brands. 

• Value: Value is the customer's perception of the sum of tangible and intangible benefits 

minus the costs. It's primarily influenced by quality, service, and price (customer value 

triad). 

• Satisfaction: Satisfaction reflects a customer's judgment of a product's perceived 

performance compared to their expectations. It can lead to delight, satisfaction, or 

disappointment. 

• Supply Chain: 

➢ The supply chain is a channel stretching from raw materials to finished products 

carried to final buyers. 

➢ Ethiopian farmers grow coffee beans that are sold through Fair Trade cooperatives, 

processed, and then transported to developed countries for sale directly or via 

retail channels. 

• Competition: 

➢ Competition includes actual and potential rival offerings and substitutes that 

buyers might consider. 

➢ An automobile manufacturer can buy steel from different sources, like U.S. Steel 

or Nucor, or use aluminium parts from Alcoa. 

• Marketing Environment: 

➢ Task Environment: It includes actors involved in producing, distributing, and 

promoting offerings, such as suppliers, distributors, dealers, and target customers. 

➢ Broad Environment: It consists of demographic, economic, social-cultural, natural, 

technological, and political-legal components. Companies must adapt their 

strategies to changes and trends in these environments. For example, Pinterest has 

emerged as a fast-growing social media site, integrating social media strategies and 

reducing paid media expenditures. 

Evolution in Marketing: 

1. Technology: The rapid advancements in technology have dramatically changed the 

marketplace, leading to the rise of e-commerce, mobile Internet, and web penetration in 

emerging markets. Massive amounts of information and data are now available to 

consumers and marketers, influencing marketing strategies and communication channels. 



2. Globalization: The world has become a smaller place, enabling companies to market and sell 

their products internationally. Emerging markets with diverse demographics offer growth 

opportunities, prompting companies to adapt marketing strategies to appeal to a 

multicultural audience. 

3. Social Responsibility: Marketing has evolved to incorporate social responsibility initiatives, 

as consumers demand ethical and environmentally conscious practices from brands. 

Companies use social responsibility to differentiate themselves and build consumer 

preference. 

4. New Consumer Capabilities: Consumers have gained more power and capabilities due to 

technology. They can access information, research products, and make purchases online, 

allowing them to reject undesired marketing. Social media enables active interactions with 

companies and sharing opinions. 

5. New Company Capabilities: Companies leverage technology and data to improve marketing 

efforts. The Internet serves as a powerful information and sales channel, while data 

collection provides insights into markets and customers. Social media and mobile marketing 

facilitate quick and targeted communication. 

6. Changing Channels and Heightened Competition: The distribution channels have changed 

due to retail transformation and disintermediation. This reflects the shift in how companies 

reach consumers and deliver products, increasing competition among traditional and online 

retailers. 

7. Marketing in Practice: Organizations seek a balance between traditional and new marketing 

approaches, incorporating digital efforts into marketing plans. Marketing accountability has 

become crucial, with companies justifying investments in financial and brand-building terms. 

The evolution of marketing demonstrates how it has adapted to changing consumer behaviours, 

technological advancements, and global market dynamics. Marketing has evolved from 

traditional approaches to more digital, customer-centric strategies, and it continues to be 

shaped by the transformative forces of technology, globalization, and social responsibility. 

Company Orientation 

1. Production Concept:  

➢ The production concept is one of the oldest marketing philosophies. It revolves 

around the idea that consumers prefer products that are widely available and 

affordable. Organizations that follow this concept focus on achieving high 

production efficiency, reducing costs, and mass distribution to meet consumer 

demand. 

 

➢ For example, in developing countries like China, companies like Legend (principal 

owner of Lenovo Group) and Haier have capitalized on the country's vast and 

inexpensive labour pool to dominate the market. The production concept is also 

utilized when companies want to expand the market by making their products 

more accessible and affordable. 



2. Product Concept:  

➢ The product concept emphasizes creating and offering products that have superior 

quality, performance, or innovative features. Marketers who adhere to this 

concept believe that consumers will choose products that offer the most benefits 

and value.  

➢ However, the product concept has its limitations. Simply having a better product 

doesn't guarantee success. Effective pricing, distribution, advertising, and sales 

efforts are essential to make the product successful in the market. Some 

companies may fall into the "better-mousetrap" fallacy, assuming that a superior 

product alone will attract customers without considering other crucial aspects of 

marketing. 

3. Selling Concept:  

➢ The selling concept assumes that consumers and businesses will not buy enough 

of an organization's products unless they are aggressively persuaded to do so. This 

approach is often applied to unsought goods, products that buyers don't typically 

think of buying, such as insurance and cemetery plots.  

➢ The selling concept may be employed when firms have overcapacity and aim to sell 

their products rather than producing what the market demands. While hard selling 

tactics can generate short-term sales, it also carries risks. It assumes that 

customers who are coerced into buying the product will not only make repeat 

purchases but also not complain or negatively impact the company's reputation. 

4. Marketing Concept: 

➢ The marketing concept emerged in the mid-1950s as a customer-centered, sense-

and-respond philosophy. Unlike the previous concepts that focus on the company's 

goals and products, the marketing concept prioritizes the needs and desires of 

customers. 

➢ According to the marketing concept, the key to achieving organizational goals lies 

in being more effective than competitors in creating, delivering, and 

communicating superior customer value to target markets. Rather than developing 

a product first and then finding customers for it, the marketing concept encourages 

identifying the right products for specific customer segments. 

➢ For instance, Dell is an exemplar of the marketing concept. Dell does not prepare 

pre-configured PCs or laptops for its target market. Instead, it offers customizable 

product platforms, allowing each customer to personalize the features they desire 

in their machine. 

5. Holistic Marketing Concept:  

➢ The holistic marketing concept recognizes the complexity and interdependence of 

various marketing activities. It involves the development, design, and 

implementation of marketing programs, processes, and activities that consider 

their breadth and interdependencies. 

➢ The holistic marketing concept encompasses four broad components: 



▪ Relationship Marketing: This component focuses on developing enduring 

relationships with key stakeholders, including customers, employees, 

marketing partners (channels, suppliers, distributors, dealers, agencies), and 

members of the financial community (shareholders, investors, analysts). By 

fostering strong relationships with these constituents, companies aim to 

earn and retain their business. 

▪ Integrated Marketing: Integrated marketing occurs when the marketer 

designs marketing activities and programs that create, communicate, and 

deliver value for consumers in a cohesive and harmonious manner. It 

emphasizes that marketing efforts should not be siloed but rather designed 

with a holistic view of how they interact with each other. 

▪ Internal Marketing: Internal marketing emphasizes the importance of hiring, 

training, and motivating competent employees who are passionate about 

serving customers. It recognizes that a company's internal culture and 

collaboration among different departments are as vital as external 

marketing efforts in achieving customer satisfaction. 

▪ Performance Marketing: Performance marketing involves assessing both 

financial and non-financial returns from marketing activities and programs. 

Top marketers go beyond sales revenue to measure metrics like market 

share, customer satisfaction, product quality, and the impact of marketing 

activities on society and the environment. 

➢ The holistic marketing concept encourages companies to adopt a customer-centric 

approach, align their marketing efforts, empower employees, and be mindful of 

their broader impact on society and the environment. By doing so, companies can 

create a more sustainable and successful business strategy in the long run. 

 

 

 

 



Marketing Environment: 

1. Demographic Environment:  

➢ The demographic environment refers to the study of human populations and 

their characteristics. In the excerpt, the demographic environment encompasses 

factors such as population size, growth rate, age distribution, ethnic mix, 

educational levels, and household patterns. These factors have significant 

implications for businesses as they shape consumer demand, workforce 

availability, and social trends. 

➢ For instance, the world population is growing rapidly, with estimates suggesting it 

will surpass 9 billion by 2045. This explosive population growth is more prominent 

in developing regions, where modern medicine lowers the death rate but 

birthrates remain stable. As a result, companies must carefully analyze these 

markets to find opportunities for growth and adapt their products and marketing 

strategies accordingly. 

➢ Population age mix is another crucial aspect of the demographic environment. 

Different age groups have distinct needs and preferences, which influence 

consumer behavior and demand for various products and services. For example, 

countries with a young population and rapid population growth, like Mexico, may 

have higher demand for products like milk, diapers, and toys, compared to 

countries with an older population, like Italy. 

➢ Ethnic and other markets also play a role in the demographic environment. 

Countries with diverse ethnic and racial populations offer opportunities for 

businesses to cater to specific cultural preferences and needs. In the United 

States, for example, the Hispanic population is a significant and fast-growing 

consumer group, leading companies to refine their products and marketing to 

target this demographic effectively. 

2. Economic Environment:  

➢ The economic environment refers to the conditions and factors that influence the 

overall health and performance of an economy. In the excerpt, the economic 

environment includes factors such as purchasing power, income distribution, 

savings, debt, and credit availability. These economic indicators are critical for 

businesses as they directly impact consumer spending, investment decisions, and 

market demand. 

➢ During an economic downturn, like the one mentioned in the excerpt, consumers 

tend to be more cautious with their spending, leading to decreased demand for non-

essential goods and services. This economic uncertainty can create challenges for 

businesses that rely heavily on high-income and price-sensitive consumers. 

➢ Income distribution is another important aspect of the economic environment. 

Countries with varying income distributions may have different markets for goods 

and services. For instance, luxury products may find a larger market in countries with 

a significant wealthy class, while markets for more affordable goods may be 

prominent in countries with more equal income distribution. 



➢ Savings, debt, and credit availability influence consumer purchasing behavior. High 

levels of consumer debt may lead to reduced spending, while easy access to credit 

can boost consumer demand and drive economic growth. 

3. Political Environment:  

➢ The political environment comprises the laws, regulations, government policies, 

and political stability that influence business operations within a country or 

region. In the excerpt, the political environment is discussed in the context of 

increased business legislation and the growth of special-interest groups. 

➢ Business legislation aims to protect consumers from unfair practices, promote fair 

competition, and ensure that companies bear the social costs of their products 

and production processes. Complying with these laws is essential for businesses 

to avoid legal issues and maintain a positive reputation. 

➢ The growth of special-interest groups, such as consumer protection organizations 

and environmental advocacy groups, adds another layer of complexity to the 

political environment. These groups can influence public opinion, lobby for 

specific regulations, and pressure businesses to adopt more socially responsible 

practices. 

➢ Political stability is also crucial for businesses, as unstable political environments 

can lead to uncertainty, changes in policies, and potential disruptions to business 

operations. It is essential for companies to carefully assess the political landscape 

of the countries or regions they operate in to make informed decisions and 

manage risks effectively. 

4. Legal Environment:  

➢ The legal environment encompasses the laws and regulations that businesses 

must adhere to in their operations. In the excerpt, the legal environment is 

mentioned in the context of business legislation and its role in protecting 

consumers, promoting fair competition, and ensuring product safety. 

➢ Different countries have their own sets of laws and regulations governing various 

aspects of business, such as competition, product liability, fair trade practices, 

and environmental protection. Businesses need to comply with these laws to 

avoid legal consequences and maintain ethical standards. 

➢ The legal environment also includes product safety regulations, labeling 

requirements, and intellectual property laws. For example, companies must 

ensure that their products meet safety standards to protect consumers from 

harm and potential lawsuits. 

➢ Intellectual property laws safeguard businesses' innovations, trademarks, and 

copyrights from unauthorized use. Companies must protect their intellectual 

property rights to retain their competitive advantage and prevent infringement 

by competitors. 

 

 



 

5. Socio-Cultural Environment:  

➢ The socio-cultural environment refers to the cultural, social, and psychological 

factors that shape individuals' values, beliefs, attitudes, and behaviors. In the 

excerpt, the socio-cultural environment is discussed in the context of core 

cultural values, subcultures, and changing societal views. 

➢ Core cultural values are fundamental beliefs and values passed from one 

generation to another, shaping individuals' perceptions and behaviors. These 

values often remain relatively stable over time and influence consumers' 

preferences and purchase decisions. Understanding core cultural values helps 

businesses develop products and marketing strategies that align with consumers' 

cultural norms. 

➢ Subcultures represent distinct groups within society that share common values, 

beliefs, and behaviors based on their specific life experiences or circumstances. 

Businesses can tailor their products and marketing messages to resonate with 

these subcultures, leading to better engagement and loyalty. 

➢ Changing societal views and attitudes can have a significant impact on consumer 

behavior and market demands. For example, growing awareness of 

environmental issues has led to increased demand for eco-friendly products and 

sustainable practices. Businesses that respond to these changing societal values 

can gain a competitive advantage and appeal to socially conscious consumers. 

6. Technological Environment (Related to Indian Context):  

➢ In the Indian context, the technological environment plays a crucial role in 

shaping the business landscape and consumer behavior. India has experienced 

significant advancements in technology, which have transformed various 

industries and consumer habits. 

➢ One notable aspect of the technological environment in India is the rapid growth 

of mobile technology and internet penetration. India has a large and increasingly 

connected population, with a substantial number of people accessing the internet 

through smartphones. This trend has led to a surge in e-commerce and online 

transactions, creating opportunities for businesses to reach and engage with a 

vast consumer base. 

➢ Digital innovation has also driven the rise of fintech (financial technology) services 

in India. Mobile banking, digital wallets, and online payment platforms have 

gained widespread acceptance, leading to increased financial inclusion and 

changing consumer preferences for payment methods. 

➢ Furthermore, technological advancements have facilitated the expansion of 

digital marketing and personalized advertising. With the availability of data 

analytics and artificial intelligence, businesses can target specific consumer 

segments with customized offers and promotions, enhancing the overall 

consumer experience. 

➢ The Indian technology sector has also seen significant growth in software 

development, IT services, and outsourcing. Indian companies have become major 



players in the global IT industry, providing services to multinational corporations 

worldwide. 

➢ In conclusion, the technological environment in India is dynamic and 

transformative, offering numerous opportunities for businesses to innovate and 

cater to the evolving needs and preferences of consumers. By embracing 

technology and staying updated on technological trends, businesses can position 

themselves for success in the Indian market. 

 

Portfolio Approach- BCG MATRIX 

The Boston Consulting Group Matrix (BCG Matrix), also known as the product portfolio matrix, 

is a strategic management tool that helps evaluate a firm's brand portfolio. It classifies a 

company's products or services into a two-by-two matrix based on their relative market share 

and market growth rate. The matrix consists of four quadrants: Question Marks, Stars, Dogs, 

and Cash Cows. 

1. Question Marks: 

➢ Products in the Question Marks quadrant have high market growth but a low market 

share. 

➢ They are often referred to as "problem children" or "wildcards" because they require 

significant investment and resources to increase their market share. 

➢ The goal for question marks is to turn them into stars. If successful, they can move to 

the Stars quadrant. 

➢ If they fail to gain market share, they may become Dogs when market growth slows 

down. 

2. Stars: 

➢ Products in the Stars quadrant have high market growth and a high market share. 

➢ They are considered market leaders and require significant investment to retain their 

position, boost growth, and maintain a competitive advantage. 

➢ Stars generate substantial cash flows due to their strong market position. 

➢ Over time, as the market matures, successful stars may transition to the Cash Cows 

quadrant. 

3. Dogs: 

➢ Products in the Dogs quadrant have low market growth and a low market share. 

➢ They are in a slow or stagnant market and do not offer significant growth potential. 

➢ Dogs may be able to sustain themselves and provide cash flows but are unlikely to 

become market leaders. 

➢ Firms may choose to phase out products in the Dogs quadrant unless they serve a 

complementary purpose or are used for competitive reasons. 



4. Cash Cows: 

➢ Products in the Cash Cows quadrant have low market growth but a high market share. 

➢ They are considered market leaders and have already received substantial 

investments. 

➢ Cash cows do not require significant additional investments to maintain their market 

position. 

➢ They generate high cash flows, which are often used to finance stars and question 

marks in the portfolio. 

The BCG Matrix assumes that an increase in relative market share leads to increased cash 

flow. High market share provides companies with cost advantages, such as economies of 

scale, giving them a competitive edge over rivals. 

The vertical axis of the BCG Matrix represents the market growth rate, which can vary across 

different industries. Growth rates above 10% are generally considered high, while rates 

below 10% are considered low. 

The matrix helps businesses make strategic decisions about resource allocation among 

different product lines or business units. For example, cash flows from cash cows can be 

reinvested in stars and question marks, aiming to grow their market share and turn them 

into the future cash cows of the company. 

Overall, the BCG Matrix is a valuable tool for businesses to assess their product portfolio, 

identify growth opportunities, and allocate resources effectively to achieve long-term 

success. However, it's essential to consider other factors and use additional strategic 

management tools for a comprehensive evaluation of a company's overall strategic position. 

 



UNIT-2 

CONCEPT OF SEGMENTATION, TARGETING, POSITIONING: 

1. Segmentation: Segmentation is the process of dividing a broad market into smaller, more manageable 

groups of consumers or businesses with similar characteristics, needs, or behaviours. The goal of 

segmentation is to identify distinct customer segments, enabling companies to tailor their marketing 

efforts to specific groups more effectively. Segmentation can be done based on various factors such as 

demographics (age, gender, income), psychographics (lifestyles, attitudes), geographic location, and 

behaviour (purchasing patterns, product usage). 

2. Targeting: After segmenting the market, the next step is targeting, where companies evaluate the 

various segments to determine which ones offer the best opportunities for business success. Targeting 

involves selecting one or more segments that align with the company's capabilities, resources, and 

strategic objectives. The selected target market becomes the primary focus of the company's 

marketing efforts. By targeting specific segments, companies can concentrate their resources on 

reaching the most receptive and profitable audience. 

3. Positioning: Positioning is the process of creating a distinct and favourable place for a brand or product 

in the minds of the target market. It involves designing the product, service, or brand in a way that sets 

it apart from competitors and communicates its unique value proposition to consumers. The goal of 

positioning is to establish a strong and memorable brand image that resonates with the target 

audience and differentiates the product from others in the market. Effective positioning helps 

customers understand the brand's essence, benefits, and how it fulfils their specific needs in a way that 

competitors cannot. 

The ultimate goal of STP is to match the company's offerings with the most appropriate target market, 

ensuring that customers perceive the brand as the best solution to meet their specific needs. Effective 

segmentation, targeting, and positioning help companies deliver high customer value and satisfaction, leading 

to increased customer loyalty, repeat purchases, and ultimately, higher profitability. 

LEVELS OF MARKET SEGMENTATION: 

Market segmentation can be categorized into different levels based on the degree of specificity and granularity 

in dividing the market. The levels of market segmentation, as evident from the excerpts provided, are as 

follows: 

1. Mass Marketing (Undifferentiated Marketing): Mass marketing involves treating the entire market as a 

single segment and offering a standardized product or marketing message to all customers. In this 

approach, companies assume that the needs and preferences of all customers are similar and do not 

attempt to differentiate their offerings. Mass marketing is less common today due to increased 

competition and the desire for more personalized experiences. 

2. Segment Marketing (Differentiated Marketing): Segment marketing involves dividing the market into 

distinct segments based on certain shared characteristics or needs. Each segment is considered as a 

separate market with its own set of marketing strategies. Companies identify and target segments that 

have similar requirements and tailor their products, services, and marketing messages to meet the 

specific needs of each segment. This approach allows companies to reach a broader range of 

customers effectively. 

3. Niche Marketing: Niche marketing focuses on serving a small, specialized segment of the market with 

unique and customized products or services. Companies adopting niche marketing target a specific 

group of customers who have specialized needs or preferences that are not adequately addressed by 

mainstream offerings. By catering to these niche segments, companies can build a strong reputation 

and customer loyalty within their chosen market. 



4. Micro Marketing (One-to-One Marketing): Micro marketing, also known as one-to-one marketing, 

takes the segmentation approach to its ultimate level of granularity. Companies adopting this strategy 

aim to treat each customer as a separate segment and offer personalized products, services, and 

marketing messages. Micro marketing relies heavily on customer data and insights to understand 

individual preferences and behavior. Advances in technology, such as data analytics and artificial 

intelligence, have enabled companies to implement more personalized marketing strategies. 

5. Mass Customization: Mass customization combines elements of both mass marketing and micro 

marketing. It involves offering a standardized product or service that can be tailored or customized to 

meet individual customer preferences. Companies achieve mass customization by using flexible 

manufacturing processes and leveraging customer data to create personalized offerings efficiently. This 

approach allows companies to provide a high level of customer satisfaction while still benefiting from 

economies of scale. 

As companies move from mass marketing to micro marketing, the level of segmentation increases, and the 

focus shifts from treating the market as a whole to catering to the unique needs and preferences of individual 

customers. The choice of segmentation level depends on various factors, including the company's resources, 

market dynamics, and the level of customization needed to meet customer demands effectively. 

BASIS FOR SEGMENTING CONSUMER MARKETS: 

1. Demographic Segmentation: This is one of the most common and straightforward methods of 

segmentation, which involves dividing the market based on demographic variables such as age, gender, 

income, education, occupation, family size, and ethnicity. Demographic segmentation allows 

companies to target specific groups with products or services tailored to their unique characteristics 

and needs. For example, products like toys and baby products are often targeted at parents with young 

children, while luxury goods might be aimed at high-income individuals. 

2. Psychographic Segmentation: This segmentation approach focuses on consumers' lifestyles, 

personality traits, attitudes, values, interests, and behaviour. It helps in understanding the 

psychological aspects that influence consumers' purchasing decisions. Companies use psychographic 

data to create marketing messages that resonate with the emotional and psychological needs of 

different consumer groups. For example, a brand might target adventure seekers, environmentally 

conscious consumers, or health-conscious individuals based on their psychographic profiles. 

3. Behavioural Segmentation: This method segments consumers based on their actual behaviours, 

buying patterns, usage rate, brand loyalty, and response to marketing efforts. Behavioural 

segmentation allows companies to target consumers who have exhibited specific behaviours or 

purchasing habits. For instance, a company might create loyalty programs to retain its frequent buyers 

or target occasional buyers with special promotions to increase their purchase frequency. 

4. Geographic Segmentation: This involves dividing the market based on geographical factors such as 

region, country, city, climate, population density, and urban/rural areas. Geographic segmentation 

helps companies cater to the unique preferences and needs of consumers in different locations. For 

instance, companies might offer different product variations for regions with diverse climates or adapt 

marketing messages to suit cultural differences. 

5. Benefit Segmentation: This approach focuses on the specific benefits or solutions consumers seek 

from a product or service. Companies identify distinct groups of consumers based on the primary 

benefits they desire. For example, a smartphone manufacturer might target tech enthusiasts who seek 

the latest features and high performance, as well as budget-conscious consumers who prioritize 

affordability. 

6. Usage Rate Segmentation: This type of segmentation classifies consumers based on the frequency and 

intensity of product usage. Companies may divide consumers into heavy users, moderate users, light 



users, and non-users. This helps in customizing marketing strategies for each usage group. For example, 

frequent travellers might be targeted with loyalty programs and special offers by airlines and hotels. 

7. Occasion Segmentation: Consumers' purchasing behaviour can vary based on specific occasions or 

events. Companies may segment their market according to different occasions like holidays, festivals, 

birthdays, or seasonal trends. For instance, companies may launch holiday-themed promotions or 

limited-edition products to appeal to consumers during festive seasons. 

8. Loyalty Segmentation: This segmentation method groups consumers based on their loyalty and 

commitment to a brand. Customers can be categorized as brand loyalists, switchers, or price-sensitive 

buyers. Companies often invest in retaining loyal customers through personalized offers, rewards 

programs, and excellent customer service. 

9. Social and Cultural Segmentation: This involves segmenting consumers based on their cultural 

background, social class, reference groups, and subcultures. Cultural and social factors significantly 

influence consumers' preferences and behaviours. Companies use this information to design marketing 

campaigns that align with the cultural values and norms of specific consumer groups. 

10. Technographic Segmentation: In today's digital age, technographic segmentation has gained 

prominence. It involves segmenting consumers based on their technology adoption, usage, and 

preferences. Companies use this information to target tech-savvy consumers with digital marketing 

strategies and tailor their products to meet evolving technological needs. 

In practice, companies often use a combination of these segmentation bases to create a comprehensive view 

of their target market. By identifying and understanding these segments, companies can develop effective 

marketing strategies, product offerings, and communication that resonate with the unique needs and 

preferences of different consumer groups. 

PRODUCT DECISIONS 

CONCEPT OF PRODUCT LIFE CYCLE: 

The Product Life Cycle (PLC) is a marketing theory that outlines the different stages a product goes through 

during its existence in the market. These stages include Introduction, Growth, Maturity, and Decline. In the 

Introduction stage, sales are slow, and the product is not yet profitable. During Growth, sales increase rapidly, 

leading to improved profitability. In Maturity, sales stabilize, and the focus shifts to customer retention. Finally, 

in the Decline stage, sales decrease, and companies may consider discontinuing the product. Understanding 

the PLC helps marketers tailor their strategies to maximize a product's success and profitability at each stage. 

PRODUCT LIFE CYCLE MARKETING STRATEGIES: 

Product Life Cycle (PLC) marketing strategies are designed to address the challenges and opportunities that 

arise at each stage of a product's life in the market. The four main stages of the PLC are Introduction, Growth, 

Maturity, and Decline, and each stage requires different marketing approaches. 

1. Introduction Stage:  

During the Introduction stage, the product is newly launched in the market, and sales are typically 

slow. The primary goal of marketing at this stage is to create awareness among potential consumers 

and encourage them to try the product. Companies may adopt the following strategies: 

o Heavy Promotion: Significant marketing efforts are needed to inform consumers about the new 

product's features, benefits, and availability. Advertising, public relations, and social media 

campaigns are often used to generate interest. 

o Limited Distribution: Companies may initially limit the product's distribution to specific regions 

or channels to manage inventory and ensure focused marketing efforts. 



o Pricing Strategy: Initial prices may be set higher to recoup product development and 

introduction costs. Some companies use skimming pricing, targeting early adopters willing to 

pay a premium. 

2. Growth Stage:  

In the Growth stage, consumer acceptance increases, leading to rapid sales growth. At this point, the 

marketing focus shifts towards maintaining and expanding market share. Strategies include: 

o Product Improvement: Companies continuously enhance the product's quality, features, or style 

to attract new customers and retain existing ones. The aim is to differentiate from competitors. 

o Market Expansion: Companies may enter new market segments or geographical regions to 

broaden their customer base and increase sales. 

o Increased Promotion: Marketing efforts continue, but the messaging evolves to emphasize 

product benefits and competitive advantages. 

o Pricing Adjustment: As competition intensifies, companies may consider pricing adjustments to 

gain market share or respond to competitors' pricing strategies. 

3. Maturity Stage:  

In the Maturity stage, sales growth slows down as the product reaches widespread acceptance. At this 

point, maintaining market share and customer loyalty becomes critical. Strategies include: 

o Product Diversification: Companies may introduce new variations or versions of the product to 

cater to different customer preferences and extend the product's life. 

o Market Segmentation: Targeting specific customer segments with customized marketing 

messages can help maintain interest in the product. 

o Competitive Pricing: In a mature market, price competition is common. Companies may adopt 

pricing strategies to stay competitive while maintaining profitability. 

o Marketing Communication: Marketing efforts focus on reinforcing the product's benefits and 

differentiating it from competitors. 

4. Decline Stage:  

In the Decline stage, sales start to decrease due to changing market conditions or the emergence of 

new technologies or products. Companies may face the decision of whether to continue supporting the 

product or phase it out. Strategies include: 

o Harvesting: Companies may choose to reduce marketing expenses and gradually withdraw the 

product while milking the remaining profits. 

o Diversification: If possible, companies can repurpose the product for new applications or 

reposition it for different market segments. 

o Divesting: Companies may sell the product or its brand to other businesses that can revitalize it 

or find new uses for it. 

o Liquidation: In extreme cases, companies may discontinue the product entirely and sell off 

remaining inventory. 

Effective PLC marketing strategies are essential for navigating each stage successfully, extending a product's 

life, and optimizing profitability. By understanding the PLC and adopting appropriate strategies, companies can 

make informed decisions and adapt to changing market dynamics. 

PRODUCT CLASSIFICATION: 

Product classification is a marketing strategy that categorizes products based on various characteristics. 

Marketers use these classifications to design effective marketing approaches for different types of products. 

The main criteria for classification include durability, tangibility, and use (consumer or industrial). 

1. Durability and Tangibility: 



• Nondurable goods are tangible products that are typically consumed in a short period or a few 

uses. Examples include perishable items like food, beverages, and toiletries. Due to their 

frequent and rapid consumption, the marketing strategy for nondurable goods involves making 

them widely available in various locations. They are often sold with small markups, and heavy 

advertising is used to encourage trial and build brand preference. 

• Durable goods are tangible products that have a longer lifespan and can survive multiple uses. 

Items such as refrigerators, furniture, and electronics fall into this category. Unlike nondurable 

goods, durable products usually require more personal selling and after-sales services. They 

often command higher profit margins and may come with warranties or guarantees to instill 

consumer confidence. 

• Services are intangible products that cannot be seen or touched but are experienced. They are 

characterized by being inseparable (produced and consumed simultaneously), variable (quality 

may vary with each interaction), and perishable (cannot be stored for future use). Services 

include things like haircuts, legal advice, and appliance repairs. Marketing services involves 

focusing on quality control, building supplier credibility, and ensuring adaptability to meet 

customers' varying needs. 

2. Consumer-Goods Classification: Consumer goods can be classified based on how consumers shop for 

them: 

• Convenience goods: These are products that consumers frequently and immediately purchase 

with minimal effort. Examples include everyday items like soft drinks, soaps, and newspapers. 

Staples are a subcategory of convenience goods that consumers routinely purchase, such as 

specific brands of toothpaste or food products. For convenience goods, the marketing strategy 

involves making them readily available in multiple locations. 

• Shopping goods: Consumers compare shopping goods based on attributes like quality, price, 

and style before making a purchase. Examples include furniture, clothing, and major appliances. 

Homogeneous shopping goods are similar in quality but may differ enough in price to warrant 

comparison shopping. In contrast, heterogeneous shopping goods differ in features and 

services, making them more distinctive to the consumer. Marketers of shopping goods offer a 

wide assortment of products to cater to individual preferences and invest in training 

salespeople to provide information and advice. 

• Specialty goods: These products possess unique characteristics or brand identification, and 

consumers are willing to exert a special purchasing effort to obtain them. Examples include 

luxury cars, high-end audio-video components, and designer suits. Specialty goods do not 

require comparison shopping, and consumers often seek out specific dealers or stores that 

carry these products. 

• Unsought goods: Unsought goods are products that consumers either do not know about or do 

not typically consider buying until they encounter a specific need or problem. Examples include 

smoke detectors, life insurance, and burial plots. The marketing of unsought goods involves 

advertising and personal selling to create awareness and generate interest in these products.  

3. Industrial Goods Classification:  

Industrial goods, also known as business-to-business (B2B) goods, are products and services that 

businesses purchase to produce other goods or services for resale or for their own use in operations. 

Industrial goods can be categorized based on their characteristics and how businesses procure them. 

There are four main types of industrial goods: 

• Materials and Parts: These are the basic raw materials, components, and assemblies used in the 

production process. They are usually processed further by the buying organization before being 



incorporated into the final product. Examples include steel, wood, electronic components, and 

fabrics. 

• Capital Goods: Capital goods are long-term investments made by businesses to facilitate 

production or operations. They include machinery, equipment, buildings, and other assets used 

in the production process. Unlike materials and parts, capital goods do not become part of the 

end product; instead, they aid in the production process. For example, a manufacturing 

company purchasing automated machinery for its assembly line. 

• Supplies and Business Services: Supplies refer to consumable items that businesses use during 

their operations but do not become part of the final product. These items are essential for 

smooth functioning but are not directly involved in the production process. Office supplies, 

cleaning agents, and maintenance materials are examples of supplies. Business services include 

a wide range of services that support the functioning of a business, such as legal, accounting, 

and consulting services. 

• Raw Materials: Raw materials are the unprocessed, natural resources used in the production of 

goods. They are the core elements that form the basis of the final product. Businesses in 

industries like agriculture, mining, and forestry heavily rely on raw materials. Examples include 

cotton for textile production, crude oil for petroleum products, and wheat for flour production. 

By understanding the different product classifications, marketers can tailor their strategies to effectively reach 
their target audiences and promote their products accordingly. 

BRANDING DECISIONS: 

Branding decisions play a vital role in shaping the perception and recognition of products or services in the 

market. The provided excerpts mention three popular branding strategies: individual or separate family brand 

names, corporate umbrella or company brand names, and sub-brand names. 

1. Individual or Separate Family Brand Names: This strategy involves branding different products with 

distinct names. Many consumer packaged-goods companies follow this approach, using individual 

brand names for various products. For example, General Mills uses different brand names like Bisquick, 

Gold Medal flour, Nature Valley granola bars, and Yoplait yogurt. This strategy is suitable when a 

company offers diverse products that may not align well under one blanket name. Using separate 

brand names allows companies to avoid associating their reputation with individual products, providing 

flexibility and risk mitigation. 

2. Corporate Umbrella or Company Brand Name: Some firms, like Heinz and GE, adopt a corporate 

branding strategy, using their company's name as an umbrella brand across all their products. This 

approach helps lower development costs, as there's no need to create new brand names or heavily 

invest in advertising for each product. Consumers already familiar with the corporate brand are more 

likely to trust and recognize new products launched under the same brand name. Additionally, a 

positive corporate image can positively influence consumer evaluations and contribute to greater 

intangible value for the firm. 

3. Sub-Brand Name: The sub-branding strategy combines different brand elements such as the corporate 

brand, family brand, or individual product brand names. For instance, Kellogg's uses sub-brands like 

Kellogg's Rice Krispies, Kellogg's Raisin Bran, and Kellogg's Corn Flakes. This approach aims to leverage 

the strengths of both the corporate and individual brand names. The corporate brand provides 

legitimacy, while the individual product brand name individualizes the new product. 

4. House of Brands Versus a Branded House: The use of individual or separate family brand names is 

known as a "house of brands" strategy, where each product has its distinct identity. In contrast, the 

corporate or company brand name serves as the primary identifier in a "branded house" strategy, 

linking all products to the same brand identity. Sub-branding strategy falls in between these two 

extremes, depending on the emphasis given to each component of the sub-brand. 



5. Flagship Products: A flagship product represents the brand's essence and is highly recognized and 

admired by consumers. It can be the brand's first successful product, a best-seller, or an award-winning 

product. Flagship products play a crucial role in a brand portfolio, contributing to short-term benefits 

like increased sales and long-term benefits such as improved brand equity for other products under the 

same brand. 

In summary, branding decisions involve carefully selecting a branding strategy that aligns with the company's 

product portfolio, target market, and long-term objectives. Each strategy comes with its advantages and 

considerations, and the right approach depends on the company's specific goals and the products or services it 

offers. Branding, when executed effectively, creates strong brand equity, brand loyalty, and recognition in the 

market, contributing to the overall success of the business. 

PRODUCT LINE DECISIONS: 

Product line decisions involve managing and optimizing a company's set of related products and items that 

function compatibly and serve specific market segments. The provided excerpts discuss various aspects of 

product line decisions, including product mix, product line length, line stretching, line filling, modernization, 

featuring, and pruning. 

1. Product Mix and Product Lines: A product mix refers to the entire set of products and items offered by 

a company for sale. Within the product mix, there are product lines, which are groups of related 

products that serve specific market segments or functions. For example, NEC's product mix includes 

communication products and computer products, while Michelin has product lines for tires, maps, and 

restaurant-rating services. 

2. Product Line Length: The length of a product line refers to the total number of items within that line. It 

can be calculated by counting all the items in the product line. Longer product lines have a greater 

number of items, while shorter product lines have fewer items. The decision about the product line 

length is influenced by company objectives, such as achieving more growth, realizing higher margins, or 

satisfying different customer needs. 

3. Line Stretching: Line stretching involves lengthening the product line beyond its current range, either 

down-market, up-market, or both. Down-market stretching refers to introducing lower-priced offerings 

to target a different customer segment or tap into growth opportunities. Up-market stretching, on the 

other hand, involves introducing higher-priced offerings to achieve higher margins or create a premium 

image. Two-way stretching occurs when a company stretches its line in both directions. 

4. Line Filling: Line filling is the process of adding more items within the current product range. It is done 

to reach incremental profits, satisfy dealers who want a more complete line, utilize excess capacity, 

protect against competitors, or become a full-line manufacturer. However, it should be done carefully 

to avoid cannibalization and customer confusion. Each new item should be differentiated enough to 

meet a market need. 

5. Product Line Modernization: Product lines need to be updated and modernized regularly to meet 

changing customer demands and stay competitive in the market. Modernization can be done either 

piecemeal or all at once. Companies plan improvements strategically to encourage customer migration 

to higher-value items. In rapidly changing markets, modernization is continuous, with companies 

introducing improved versions of their products regularly. 

 

6. Featuring and Pruning: Product line managers often feature specific items in the line to attract 

customer attention. Best Buy, for instance, might announce a special low-priced big-screen TV as a 

featured item. Additionally, product line managers must periodically review the line for deadwood or 

unprofitable items that might need to be pruned or removed to improve overall profitability. 



In summary, product line decisions involve strategically managing a company's product offerings, including 

product mix, line length, stretching, filling, modernization, featuring, and pruning. These decisions are crucial 

for staying competitive, meeting customer needs, and achieving business objectives in a dynamic market 

environment. 

PRODUCT MIX DECISION: 

Product mix decisions involve managing and optimizing the entire set of products and items that a company 

offers for sale. The product mix encompasses all the different product lines and their variants within a 

company's portfolio. The provided excerpts touch upon various aspects of product mix decisions, and here's a 

detailed explanation: 

1. Definition and Components: The product mix represents the range and diversity of products that a 

company offers to its customers. It includes all the product lines and individual product variants within 

those lines. For example, a company's product mix might consist of various categories such as 

electronics, clothing, personal care, and home appliances. Each category would then have specific 

product lines and variants. 

2. Product Lines: Product lines are groups of related products that serve specific market segments or 

functions. Within each product line, there are various items or individual products. For instance, a 

technology company's product line might include smartphones, tablets, laptops, and accessories. 

3. Width of the Product Mix: The width of the product mix refers to the number of product lines a 

company offers. It represents the diversity of product categories within the company's portfolio. A 

wider product mix means the company is active in multiple product categories, while a narrower 

product mix indicates a focus on a specific niche. 

4. Length of the Product Mix: The length of the product mix refers to the total number of products or 

items within all the product lines. It represents the depth of the company's offerings in each product 

category. A longer product mix includes a greater number of product variants, providing more choices 

to customers. 

5. Depth of the Product Mix: The depth of the product mix refers to how many variants are offered for 

each product line. It represents the number of different versions, models, or options available for each 

product. A deep product mix provides customers with more customization and personalization options. 

6. Consistency of the Product Mix: The consistency of the product mix relates to how closely related the 

various product lines are in terms of end use, production requirements, distribution channels, or other 

factors. A consistent product mix implies that the product lines are aligned and share similarities. For 

example, a company that focuses on consumer electronics would have a more consistent product mix 

compared to a company that offers products across diverse industries. 

7. Expanding the Product Mix: Companies can expand their product mix in several ways. They can add 

new product lines to enter new markets or cater to different customer segments. They can also 

lengthen each product line by introducing more variants or versions of existing products. Furthermore, 

they can add more product variants within each product to deepen the product mix. 

8. Rationalizing the Product Mix: On the other hand, companies may also need to rationalize or 

streamline their product mix. This could involve eliminating unprofitable or outdated products, pruning 

underperforming product lines, or consolidating overlapping variants. Product mix rationalization helps 

companies focus on their core strengths and improve overall profitability. 

In conclusion, product mix decisions involve strategically managing a company's entire range of products, 

including product lines, width, length, depth, and consistency. It requires a careful balance between expanding 

offerings to meet customer needs and rationalizing offerings to optimize performance and profitability. 

Effective product mix decisions are crucial for a company's success in the market and its ability to respond to 

changing customer demands. 



PACKAGING & LABELLING: 

Packaging: Packaging includes all the activities involved in designing and producing the container for a 

product. It can have up to three layers: primary, secondary, and shipping packages. The primary package is the 

container that directly holds the product, like the bottle of Cool Water by Davidoff cologne. The secondary 

package is the outer covering of the primary package, such as the cardboard box that holds the bottle. The 

shipping package is used for transporting multiple units of the product, like the corrugated box containing 

several dozen bottles. 

Importance of Packaging:  

Packaging is crucial because it represents the buyer's first encounter with the product. A well-designed 

package can attract consumers' attention, encourage product choice, and act as a "five-second commercial" 

for the product. It also influences consumers' overall product experience when they open and use the product. 

Distinctive and eye-catching packaging, like that of Kiwi shoe polish, Altoids mints, and Absolut vodka, can 

become an essential part of a brand's equity. 

Factors Contributing to Packaging's Use as a Marketing Tool: 

1. Self-Service: In stores with a vast range of products, attractive and informative packaging helps 

products stand out and persuade customers to make a purchase. 

2. Consumer Affluence: As consumers become more affluent, they are willing to pay extra for the 

convenience, appearance, dependability, and prestige associated with better packaging. 

3. Company and Brand Image: Packaging contributes to instant brand recognition and can create a 

billboard effect in stores, reinforcing a brand's identity. 

4. Innovation Opportunity: Unique and innovative packaging can offer significant benefits to consumers 

and result in increased profits for producers. 

Functions of Packaging: 

1. Identify the Brand: Packaging serves as a visual representation of the brand, making it easily 

recognizable to consumers. 

2. Convey Descriptive and Persuasive Information: Packaging can communicate essential product 

information, benefits, and unique selling points to consumers. 

3. Facilitate Product Transportation and Protection: Packaging should be designed to safeguard the 

product during distribution and prevent damage. 

4. Assist at-Home Storage: Packaging should be user-friendly and contribute to convenient at-home 

storage for consumers. 

5. Aid Product Consumption: Packaging should enhance the overall product experience for consumers 

when using the product. 

Packaging Considerations: 

• Packaging design requires careful consideration of both functional and aesthetic components. 

Functionally, the structural design of the packaging is critical to ensure it harmonizes with other 

marketing elements like pricing and advertising. Aesthetic considerations include the package's size, 

shape, material, colour, text, and graphics. 

• Colour in Packaging: Colour plays a significant role in packaging and can carry different meanings in 

various cultures and market segments. It can define a brand and create strong associations, such as 

Tiffany's blue box or Cadbury's purple wrapping. Colour choices can influence consumer perceptions 

and emotions, contributing to a brand's identity. 

Challenges in Packaging: 



• While packaging updates and redesigns can have an immediate impact on sales, they can also be risky 

if not executed carefully. Companies must preserve key branding elements when redesigning iconic 

labels and packages to avoid consumer backlash. 

• Environmental Concerns: Growing environmental and safety concerns about excess and wasteful 

packaging have led many companies to adopt eco-friendly and sustainable packaging solutions. Some 

companies have introduced innovative and greener packaging materials like bamboo and 360-degree 

shrink-wrapped labels. 

Labelling: 

• Labels play a crucial role in providing essential information about the product and its brand. They 

identify the product, describe its features and usage instructions, and may also promote the product 

with attractive graphics. Labels must adhere to legal requirements, such as mandatory labelling and 

nutritional information. 

• Legal Concerns: Governments regulate labelling to protect consumers from false, misleading, or 

deceptive information. Laws like the Fair Packaging and Labelling Act and FDA regulations enforce 

accurate and transparent labelling of products. 

Overall, effective packaging and labelling strategies are essential for marketing success. They help products 

stand out on store shelves, communicate critical product information, reinforce brand identity, and create 

positive consumer experiences with the product. 

 



UNIT-4 

PRICING DECISIONS: 

DETERMINANTS OF PRICE: 

1. Cost of Production: One of the fundamental determinants of price is the cost of producing a product or 

service. This includes both direct costs (e.g., raw materials, labor, manufacturing) and indirect costs 

(e.g., overhead, administrative expenses). Companies need to ensure that the price they set covers 

their production costs while leaving room for a reasonable profit margin. 

2. Competition: The level of competition in the market can significantly influence pricing decisions. In 

competitive markets, companies may need to price their products competitively to attract customers. 

Conversely, in monopolistic or less competitive markets, companies may have more pricing power. 

3. Customer Demand and Perceived Value: Customer demand plays a crucial role in determining the 

price. If the demand for a product is high, companies can often charge higher prices. Additionally, the 

perceived value of a product or service in the eyes of the customer can also impact pricing. Products 

with a strong perceived value may command higher prices. 

4. Market Segmentation: Different customer segments may have varying price sensitivities. Companies 

may use price segmentation strategies to set different prices for different customer groups based on 

their willingness to pay and purchasing behavior. 

5. Objectives and Strategy: Companies' pricing decisions are often aligned with their overall business 

objectives and marketing strategy. For example, a company may use a penetration pricing strategy to 

enter a new market or a skimming strategy for a premium product launch. 

6. Life Cycle Stage of the Product: The life cycle stage of a product can influence its pricing. For example, 

during the introduction phase, companies may set lower prices to attract early adopters, while in the 

maturity phase, they may adjust prices to maintain market share or profitability. 

7. External Factors: External factors such as economic conditions, inflation, exchange rates, and 

government regulations can also impact pricing decisions. Companies need to consider these factors to 

ensure their pricing remains competitive and financially viable. 

8. Brand Image and Positioning: Premium brands may charge higher prices based on their brand image 

and perceived quality. On the other hand, budget or economy brands may adopt lower price points to 

appeal to cost-conscious consumers. 

9. Psychological Pricing: Psychological factors can influence consumer perceptions of pricing. Strategies 

like odd pricing (e.g., setting prices at $9.99 instead of $10) or prestige pricing (e.g., luxury products 

with premium prices) are examples of psychological pricing techniques. 

10. Pricing Strategies: Companies may adopt various pricing strategies like high-low pricing, everyday low 

pricing (EDLP), going-rate pricing, auction-type pricing, etc., depending on their market positioning and 

objectives. 

Overall, pricing decisions are complex and involve careful consideration of multiple factors. Companies must 

strike a balance between setting prices that attract customers, cover costs, and align with their broader 

business goals and market conditions. 

PRICING METHODS (NON-MATHEMATICAL TREATMENTS: 

Pricing methods are the approaches or strategies used by companies to set the prices of their products or 

services. These methods take into account various factors, including costs, competition, customer demand, 

and marketing objectives. Let's delve into the details of different pricing methods based on the provided 

excerpts: 



1. Cost-Based Pricing:  

• Cost-based pricing is one of the most straightforward pricing methods, where companies 

calculate their production and operating costs and add a desired profit margin to set the selling 

price. The main components considered are the direct costs (materials and labour) and indirect 

costs (overhead, administrative expenses). The formula for cost-based pricing is: 

• Selling Price = Total Cost + Desired Profit Margin 

• The cost-based pricing method ensures that the company covers its expenses and generates a 

targeted profit. However, it may not account for market demand or competitors' pricing 

strategies. 

2. Competition-Based Pricing: In this method, companies set their prices based on the prices charged by 

their competitors. They may choose to price their products at a similar level, slightly above or below, 

depending on their market positioning and objectives. The goal is to stay competitive and prevent 

losing customers to rivals. 

3. Customer-Based Pricing: Customer-based pricing takes into consideration the perceived value of the 

product or service to the target customers. Companies analyse customer preferences, behaviour, and 

willingness to pay to determine the most appropriate price. Premium brands, for instance, use 

customer-based pricing to justify higher prices based on their brand image and perceived quality. 

4. Skimming Pricing: Skimming pricing involves setting a high initial price for a new product during its 

introduction phase. The strategy targets early adopters and customers willing to pay a premium for the 

latest innovation. Over time, as demand from the high-end market segment decreases, the company 

gradually lowers the price to attract more price-sensitive customers. 

5. Penetration Pricing: Penetration pricing is the opposite of skimming pricing. Here, a company sets a 

low initial price for a new product to quickly capture market share and attract a large customer base. 

The goal is to discourage competitors from entering the market and establish the product as the 

market leader. Once a significant market share is achieved, the company may gradually increase the 

price. 

6. Everyday Low Pricing (EDLP): EDLP is a pricing strategy employed by companies like Walmart. Under 

this method, companies offer consistently low prices on their products instead of frequent sales and 

promotions. The strategy aims to build customer loyalty and eliminate the need for customers to wait 

for discounts. 

7. Going-Rate Pricing: Going-rate pricing is commonly used in industries where competitors charge 

similar prices for similar products. Companies set their prices based on what their competitors are 

charging, following the market leader's pricing decisions. 

8. Auction-Type Pricing: Auction-type pricing involves setting prices through auctions, where buyers 

compete to purchase the product. There are different types of auctions, including English auctions 

(ascending bids), Dutch auctions (descending bids), and sealed-bid auctions. This method is often used 

in electronic marketplaces to sell surplus inventory or used goods. 

ADAPTING PRICE: 

Adapting price refers to the process of adjusting the base price of a product or service to reflect variations in 

market conditions, customer preferences, competitive pressures, and other factors. Companies often employ 

price adaptation strategies to respond to changes in the business environment and optimize their pricing to 

achieve specific goals. Let's explore the concept of adapting price in detail: 

 

 



1. Geographical Pricing: Geographical pricing involves setting different prices for products or services in 

different locations and countries. This strategy considers factors such as shipping costs, exchange rates, 

local market conditions, and customer preferences. Companies may charge higher prices in distant 

locations to cover higher shipping costs or adjust prices to be competitive in specific markets. 

Geographical pricing allows companies to tailor their pricing to regional demand and cost variations. 

2. Price Discounts and Allowances: Price discounts and allowances are temporary reductions from the list 

price offered to customers to stimulate sales or incentivize specific behaviours. Companies may offer 

discounts for early payment, volume purchases, off-season buying, or other promotional purposes. 

However, companies need to be cautious about excessive discounting, as it may erode the perceived 

value of their products or services. 

3. Promotional Pricing: Promotional pricing involves offering special prices or discounts for a limited 

period to create excitement, boost sales, and attract customers. Examples of promotional pricing 

tactics include loss-leader pricing (offering products below cost to attract more customers), cash 

rebates, low-interest financing, and warranties or service contracts bundled with the product. 

Promotional pricing is often used during seasonal sales or specific events to encourage buying. 

4. Differentiated Pricing: Differentiated pricing entails adjusting the base price of a product or service to 

accommodate differences among customers, products, locations, and other factors. Companies may 

use different customer-segment pricing, product-form pricing, image pricing, channel pricing, location 

pricing, or time pricing strategies to cater to various customer needs and market conditions. 

Differentiated pricing allows companies to capture varying levels of customer willingness to pay. 

5. Yield Management: Yield management is a dynamic pricing strategy commonly used in industries with 

limited capacity, such as airlines, hotels, and entertainment events. It involves adjusting prices based 

on factors like demand, time of booking, remaining capacity, and other market conditions. The goal is 

to maximize revenue by selling the right quantity of products or services at the right price and time. 

6. Psychological Pricing: Psychological pricing tactics are designed to influence consumer perceptions and 

behaviour. Examples include setting prices just below a round number (e.g., $9.99 instead of $10.00) to 

create the perception of a lower price and using prestige pricing to convey a sense of luxury and 

exclusivity. Psychological pricing aims to enhance the perceived value of the product or service. 

7. Price Discrimination: Price discrimination occurs when a company sells the same product or service at 

different prices to different customers or segments based on their willingness to pay. This strategy 

requires segmenting the market and charging different prices to each segment. Price discrimination 

can be challenging to implement due to legal considerations, but it can help companies capture more 

value from different customer groups. 

 



UNIT-3 

CHANNEL FUNCTIONS: 

Market channel functions refer to the various activities and tasks involved in the distribution 

and delivery of goods and services from producers to end consumers. 

• Sales Forecasting:  

Sales forecasting is the process of predicting future demand for products or services. It involves 

analysing historical sales data, market trends, and other relevant factors to estimate future sales 

volumes. Sales forecasting is essential for planning distribution, production, and inventory levels 

accurately. 

• Order Processing:  

Order processing involves handling customer orders and ensuring their smooth and efficient 

fulfilment. This includes activities such as order entry, customer credit checks, inventory and 

production scheduling, order and invoice shipment, and receipt of payment. A well-managed order 

processing system is critical for minimizing the order-to-payment cycle time, thereby increasing 

customer satisfaction, and improving profitability. 

• Warehousing:  

Warehousing refers to the storage of finished goods until they are sold and delivered to customers. 

Companies must decide on the optimal number and location of warehouses to balance the costs of 

inventory storage with the benefits of faster product delivery. Some companies may centralize their 

inventory in one location and use fast transportation to fill orders quickly, while others may have 

multiple warehouses closer to customers to reduce delivery times. 

• Inventory Management:  

Inventory management involves determining the right quantity of stock to maintain in order to 

meet customer demand without excessive overstock or stockouts. Companies need to strike a 

balance between carrying enough inventory to meet customer orders promptly and minimizing 

carrying costs, such as storage charges, cost of capital, taxes, and insurance. Effective inventory 

management helps optimize the use of working capital and ensures that the company can fulfil 

customer orders efficiently. 

• Transportation:  

Transportation refers to the movement of goods from one location to another. Companies can 

choose from various transportation modes, such as rail, air, truck, waterway, or pipeline, based on 

factors like speed, frequency, dependability, availability, traceability, and cost. Additionally, some 

companies may opt for a combination of transportation modes through containerization to achieve 

greater flexibility and convenience. 

• Information Systems:  

Information technology (IT) plays a critical role in managing market logistics effectively. IT tools such 

as computers, point-of-sale terminals, uniform product bar codes, satellite tracking, electronic data 

interchange (EDI), and electronic funds transfer (EFT) facilitate order processing, inventory 

management, transportation coordination, and overall supply chain management. These 

technologies have significantly shortened order-cycle times, reduced errors, and improved control 

of operations, leading to more efficient market logistics. 

CHANNEL LEVELS: 

Market channel levels refer to the different intermediaries involved in the distribution process 

between the producer of a product and the final consumer. Each level represents a stage in the 

supply chain where goods or services move from the manufacturer to the end-user. 

 



1. Manufacturer:  

At the first level, we have the manufacturer or producer of the product. This is the entity that creates 

the goods or services and is responsible for their production. Manufacturers are the starting point of 

the supply chain and play a crucial role in determining the quality, features, and overall value of the 

products. 

2. Wholesaler/Distributor:  

The second level in the market channel involves wholesalers or distributors. Wholesalers purchase 

goods in large quantities from manufacturers and then break down the bulk into smaller units for 

resale to retailers. They act as intermediaries between manufacturers and retailers, providing storage, 

sorting, and transportation services to streamline the distribution process. Wholesalers play a 

significant role in reducing the burden on manufacturers by handling large volumes of products and 

distributing them to various retail locations efficiently. 

3. Retailer:  

Retailers are the third level in the market channel and are the entities from which consumers directly 

purchase the products. They sell goods in smaller quantities and provide a wide variety of products to 

meet the specific needs of consumers. Retailers can be brick-and-mortar stores, online marketplaces, 

or a combination of both. They are responsible for showcasing the products, managing inventory, and 

delivering a satisfactory shopping experience to customers. 

4. Customer/End-User:  

The final level in the market channel is the customer or end-user. These are the individuals or 

businesses that purchase and use the products for their intended purposes. Ultimately, all the activities 

in the market channel aim to fulfil the needs and demands of the end consumers. Customer 

satisfaction is crucial for the success of the entire market channel. 

In the context of market logistics, the coordination and integration of these market channel levels are essential 

to ensure efficient and timely delivery of products to the end consumers. Effective communication and 

collaboration between manufacturers, wholesalers, retailers, and customers help streamline the flow of goods 

through the supply chain and reduce delays or inefficiencies. 

It's worth noting that in some cases, additional intermediaries or levels may exist in more complex distribution 

networks. For instance, some market channels might involve agents, brokers, or specialized distributors, 

especially in industries with intricate supply chains or international trade. The overall goal is to optimize the 

market channel levels and structure to achieve the most effective and cost-efficient distribution of goods and 

services. 

TYPES OF INTERMEDIARIES: 

1. Wholesalers/Distributors:  

Wholesalers are intermediaries who purchase goods in bulk quantities directly from manufacturers and 

then break down the bulk into smaller units for resale to retailers. They act as middlemen between 

manufacturers and retailers, facilitating the distribution process. Wholesalers typically operate large 

warehouses and distribution centres to store and manage the inventory. They offer benefits to 

manufacturers by handling large volumes of products and distributing them to multiple retail locations, 

thereby reducing the burden on manufacturers to manage individual deliveries to each retailer. 

2. Retailers:  

Retailers are intermediaries who sell goods directly to the end consumers. They are the last link in the 

distribution chain before the products reach the customers. Retailers can take various forms, including 

brick-and-mortar stores, online marketplaces, department stores, supermarkets, specialty shops, and 

more. They showcase the products to customers, manage inventory, and provide various services to 

enhance the shopping experience. Retailers play a crucial role in marketing, advertising, and promoting 

products to generate demand and sales. 



3. Agents and Brokers:  

Agents and brokers are intermediaries who facilitate transactions between manufacturers (or 

wholesalers) and retailers without taking ownership of the products. Agents typically represent either 

the manufacturer or the retailer and work on a commission basis. They negotiate sales, contracts, and 

terms on behalf of their clients. Brokers, on the other hand, act as independent intermediaries, 

connecting buyers and sellers for a fee or commission. Agents and brokers are particularly common in 

industries with complex or international supply chains. 

4. Third-Party Logistics (3PL) Providers:  

3PL providers are specialized intermediaries that offer logistics and supply chain management services 

to businesses. They handle various aspects of the distribution process, such as transportation, 

warehousing, order fulfilment, inventory management, and shipping. 3PL providers allow businesses to 

outsource these functions and focus on their core competencies. They can offer cost efficiencies, 

expertise, and scalability to accommodate fluctuations in demand. 

5. Sales Representatives:  

Sales representatives are intermediaries employed by manufacturers to promote and sell their 

products to retailers. They build relationships with retailers, provide product information, take orders, 

and negotiate sales terms. Sales representatives play a crucial role in bridging the gap between 

manufacturers and retailers, ensuring smooth communication and effective sales strategies. 

6. Online Marketplaces:  

With the rise of e-commerce, online marketplaces have become significant intermediaries in the 

distribution of goods. Online platforms like Amazon, eBay, and Alibaba allow manufacturers to reach a 

vast global audience directly. These marketplaces provide a digital platform for manufacturers to list 

their products, and consumers can purchase directly from the platform. Online marketplaces handle 

aspects of the distribution process, such as order processing, payment, and shipping. 

WHOLESELLERS AND RETAILERS: 

❖ Wholesalers/Distributors:  
o Wholesalers, also known as distributors, are intermediaries that play a crucial role in the 

distribution process. They act as a link between manufacturers and retailers, facilitating 

the flow of goods from the production stage to the retail level. Here's a more detailed 

explanation of wholesalers: 

o Role and Functions: 

✓ Purchasing in Bulk: 

Wholesalers buy goods in large quantities directly from manufacturers at 

discounted prices. By purchasing in bulk, they benefit from economies of scale, 

which allows them to get better pricing and reduce costs. 

✓ Breaking Bulk:  

After acquiring goods in large quantities, wholesalers break down the bulk into 

smaller units for resale to retailers. This process makes it convenient for retailers 

to purchase only the quantity they need for their specific stores. 

✓ Warehousing:  

Wholesalers typically operate large warehouses or distribution centres to store 

the products they purchase from manufacturers. These warehouses act as 

central hubs for distribution, allowing wholesalers to efficiently manage 

inventory and fulfil retailers' orders. 

 



✓ Inventory Management:  

Wholesalers are responsible for managing inventory, ensuring that they have a 

consistent supply of products to meet retailers' demands. 

✓ Transportation:  

Wholesalers arrange transportation to deliver goods from their warehouses to 

retailers' locations. They may use their own fleet or outsource transportation 

services to third-party logistics providers. 

✓ Credit and Financing:  

Wholesalers often provide credit terms to retailers, allowing them to pay for the 

goods after a certain period. This credit facility is beneficial for retailers who may 

not have immediate cash to purchase inventory. 

✓ Market Information:  

Wholesalers are in a unique position to gather market intelligence and trends as 

they interact with multiple retailers and have insights into consumer demand 

patterns. 

❖ Retailers:  

o Retailers are the final link in the distribution chain, and they sell goods directly to the 

end consumers. They operate various types of stores, both physical and online, to 

showcase and offer products to customers. 

o Role and Functions: 

✓ Point of Sale:  

Retailers are the point of sale for consumers, providing them access to a wide 

range of products and brands. They offer convenience and a one-stop shopping 

experience for customers. 

✓ Product Display and Merchandising:  

Retailers design their stores to display products attractively, making it easier for 

customers to find and select items they want to purchase. Effective 

merchandising can influence buying decisions. 

✓ Inventory Management:  

Retailers manage their inventory levels to ensure they have adequate stock to 

meet customer demand while avoiding overstocking, which can lead to 

increased costs. 

✓ Pricing and Promotions:  

Retailers set their own pricing strategies and may offer promotions, discounts, or 

special offers to attract customers and increase sales. 

✓ Customer Service:  

Retailers provide customer service, assisting shoppers with product information, 

handling inquiries, and addressing customer concerns or issues. 

✓ Marketing and Promotion:  

Retailers engage in marketing efforts to promote their stores and products, both 

online and offline. They may run advertising campaigns, use social media, and 

offer loyalty programs to retain customers. 

✓ Online Retailing:  

In the digital age, many retailers have expanded their presence to online 

platforms, offering customers the convenience of shopping from their computers 

or mobile devices. 



UNIT-4 

UNIQUE CHARACTERSTICS OF SERVICES: 

1. Intangibility:  

• Unlike physical products, services cannot be seen, tasted, felt, heard, or smelled before 

they are bought. To reduce uncertainty, buyers look for evidence of quality through 

tangible cues like place, people, equipment, communication material, symbols, and 

price. Service companies can "tangiblize the intangible" by demonstrating their service 

quality through physical evidence and presentation. For example, a supermarket 

positioning itself as "fast" can carefully plan the checkout area, have sufficient staff, use 

state-of-the-art equipment, and promote speed through communication materials and 

pricing strategies. 

• Service firms can increase quality control in intangibility by "managing the evidence" to 

"tangibilize the intangible." They can demonstrate their service quality through physical 

evidence and presentation. 

• For example, a supermarket can use marketing tools like: 

➢ Place: Carefully plan the layout of the checkout area and manage traffic flow to 

avoid long waiting lines. 

➢ People: Ensure there is enough checkout staff to manage the workload efficiently. 

➢ Equipment: Use state-of-the-art UPC scanners, credit card readers, and electronic 

registers. 

➢ Communication material: Use signage and brochures that suggest efficiency and 

speed. 

➢ Symbols: Choose a supermarket name and symbol that imply fast service, like 

"Speedy Shop." 

➢ Price: Advertise a $10 rebate if customers have to wait in line for more than five 

minutes. 

 

2. Inseparability:  

• Services are typically produced and consumed simultaneously, and the provider is part 

of the service experience. This provider-client interaction is a special feature of services 

marketing. Strategies to manage inseparability include working with larger groups, 

training more service providers, and building client confidence.  

• To address the inseparability of services, service firms can employ strategies like: 

➢ Working with larger groups to serve more customers at once. 

➢ Working faster and more efficiently to see more clients within a given time. 

➢ Training more service providers to increase capacity and meet demand. 

➢ Building client confidence through standardized service processes and delivery. 

 

3. Variability:  

• The quality of services depends on who provides them, when and where, and to 

whom, making services highly variable. To ensure quality control, service firms can 

invest in good hiring and training procedures, standardize the service-performance 

process, and monitor customer satisfaction. Service buyers often seek information 



and assurances about service quality from others before selecting a specific service 

provider.  

• To manage the variability in service quality, service firms can take steps such as: 

➢ Investing in good hiring and training procedures to ensure employees exhibit 

characteristics that improve service quality, such as competence, courtesy, 

credibility, reliability, responsiveness, and communication skill. 

➢ Standardizing the service-performance process throughout the organization 

using service blueprints to identify potential "pain points" for customers, 

support a zero-defects culture, and devise service recovery strategies. 

➢ Monitoring customer satisfaction through suggestion and complaint systems, 

customer surveys, and third-party comparison shopping 

 

 

4. Perishability:  

• Services cannot be stored, creating challenges when demand fluctuates. To address 

perishability, service firms can implement differential pricing, offering different prices for 

peak and off-peak periods to shift demand. Non-peak pricing involves promoting 

services during less busy periods to cultivate demand. Proper demand or yield 

management is crucial to ensure the right services are available to the right customers 

at the right times and prices to maximize profitability. 

• To address the perishability of services, service firms can implement strategies like: 

➢ Differential pricing: Shifting demand from peak to off-peak periods by offering 

lower prices during non-peak times. For example, offering low matinee movie 

prices or weekend discounts for car rentals. 

➢ Non-peak pricing: Cultivating non-peak demand by promoting services during 

less busy periods. For instance, fast-food chains pushing breakfast service or 

hotels promoting mini-vacation weekends. 

➢ Reservation systems: Using reservation systems extensively to manage the 

demand level effectively. 

 

By understanding and addressing these distinctive characteristics, service firms can design effective 

marketing strategies to meet the unique challenges and opportunities presented by services.  

MARKETING STRATEGIES FOR SERVICE FIRMS: 

1. Product 

Companies often think of their services as intangible products. Since the product is intangible, 

companies save time they would otherwise spend taking care of physical aspects like packaging. 

Instead, companies focus on telling customers what a service includes and how it can fulfil their wants 

and needs. Companies may also consider how their service packages compare to competitors' 

packages. A service package typically consists of four parts: 

• The building where the service happens. 

• Additional products customers can buy during the service, such as hairspray in a hair salon. 

• Explicit services that offer an obvious benefit, like pain relief from a massage 
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MARKETING STRATEGIES FOR SERVICE FIRMS: 

1. Product (Service Offerings): 

In the context of service firms, the "product" refers to the intangible 

services they provide to their customers. Unlike physical products, 

services are experiences, performances, or acts. When developing 

marketing strategies for service firms, it is essential to clearly define and 

differentiate the service offerings. Identify the unique value proposition 

of each service to understand how it meets the needs and desires of the 

target audience. 

To achieve this, service firms should: 

• Differentiation: Analyse your competitors' offerings and identify 

unique features or benefits that set your services apart. Emphasize 

these differentiators in your marketing messages to attract 

customers looking for something distinctive. 

• Service Customization: Offer personalized options to customers to 

address their specific needs and preferences. This could involve 

tailoring service packages, flexible pricing, or add-on features that 

cater to individual requirements. 

• Upselling and Cross-selling: Develop strategies to upsell and cross-

sell additional services to existing customers. Show them the value 

of expanding their relationship with your company and how it 

complements their current service. 

2. Price (Pricing Strategies): 

Pricing strategies for service firms should consider the perceived value of 

the service to the customer. Unlike tangible products with production 

costs, service pricing is often based on factors like expertise, 

convenience, and perceived value. Here are some pricing strategies for 

service firms: 

• Freemium Model: Offer a basic version of your service for free or 

at a low cost to attract customers. Then, provide premium features 

or advanced levels of the service at higher prices. 

• Price Bundling: Group related services together and offer them at 

a discounted rate compared to purchasing each service separately. 



This encourages customers to buy more services from your 

company. 

• Dynamic Pricing: Implement a pricing strategy that adjusts based 

on demand, time of year, or other relevant factors. This approach 

can help maximize revenue and optimize capacity utilization. 

3. Place (Distribution Channels): 

For service firms, the "place" element refers to the accessibility and 

availability of their services to the target audience. Service distribution 

channels can include physical locations, online platforms, or partnerships 

with other businesses. Consider the following strategies: 

• Online Platforms: Establish a strong online presence through a 

well-designed website and use e-commerce platforms to reach 

customers who prefer to purchase services digitally. 

• Partner with Other Businesses: Collaborate with complementary 

businesses to expand your distribution reach. For example, a 

catering service could partner with event venues or wedding 

planners. 

• Direct Sales: Use sales representatives or a direct sales team to 

engage directly with potential customers and build relationships 

through one-on-one interactions. 

4. Promotion (Marketing Communication): 

Promotion involves communicating the value of your services to the 

target audience and creating awareness about your brand. Marketing 

communication strategies for service firms should focus on establishing 

trust, credibility, and differentiation. Consider these tactics: 

• Social Media Influencers: Collaborate with influencers or industry 

experts who can promote your services to their followers and 

boost brand visibility. 

• Content Marketing: Create valuable and informative content that 

educates potential customers about your services and establishes 

your authority in the industry. 

• Email Marketing: Utilize email campaigns to keep customers 

informed about new services, promotions, and relevant industry 

updates. 



5. People (Staff and Customer Interaction): 

In service firms, the people delivering the service are a crucial element 

of the customer experience. It's essential to invest in your staff and 

ensure they have the right skills and attitude to provide excellent service. 

Strategies for the "people" element include: 

• Customer Training: Train your staff to educate customers about 

your services and help them make informed decisions about their 

purchases. 

• Service Recovery: Develop strategies to handle customer 

complaints or negative experiences effectively, turning them into 

positive customer interactions and building loyalty. 

• Incentives for Staff: Implement performance-based incentives to 

motivate employees to provide exceptional service and go the 

extra mile for customers. 

6. Process (Service Delivery): 

The "process" element refers to the systems and procedures used to 

deliver services efficiently and effectively. Optimizing service delivery 

processes can lead to increased customer satisfaction and cost-

effectiveness. Consider the following strategies: 

• Self-Service Options: Offer self-service options like online booking, 

appointment scheduling, or FAQ sections on your website to 

streamline the service delivery process. 

• Service Flow Optimization: Analyse and optimize the steps 

involved in delivering your service to reduce wait times and 

improve overall efficiency. 

• Quality Control: Implement quality assurance measures to 

maintain consistency in service delivery and ensure customer 

satisfaction. 

7. Physical Evidence (Service Environment): 

While services are intangible, the "physical evidence" refers to tangible 

cues that customers use to evaluate the service quality. In a service firm, 

this can include the appearance of the physical location, marketing 

materials, or customer testimonials. Strategies for the "physical 

evidence" element include: 



• Branding and Visual Identity: Develop a strong brand identity that 

is reflected in all customer touchpoints, from your website to 

physical locations and marketing materials. 

• Testimonials and Case Studies: Showcase positive customer 

experiences and success stories as social proof of your service 

quality and effectiveness. 

• Cleanliness and Ambience: If your service involves a physical 

location, focus on creating a pleasant and clean environment to 

enhance the customer experience. 

 



UNIT-4 

FACTORS DETERMINING PROMOTION MIX  
 

The promotion mix refers to the combination of promotional tools and tactics that a 

company uses to communicate its marketing messages to the target audience. Let's 

examine each factor in detail:  
 

• Nature of the Product or Service: The type of product or service being offered plays a 

significant role in determining the promotion mix. For instance, consumer products like 

books, music, toys, and clothing may require heavy advertising and social media 

promotion to reach a wide audience. On the other hand, industrial products may rely 

more on personal selling and trade shows to target specific business customers.  
 

• Target Market and Audience: Understanding the target market and audience is crucial 

in shaping the promotion mix. Different segments of the market may respond better to 

specific promotional tools. For example, younger consumers may be more reachable 

through digital marketing and social media, while older demographics may be more 

responsive to traditional advertising channels like television and print media.  
 

• Budget and Resources: The available budget and resources greatly influence the choice 

of promotional tools. Companies with larger budgets may be able to invest in extensive 

advertising campaigns, celebrity endorsements, and other high-cost promotional 

activities. Conversely, smaller businesses may focus on more cost-effective options like 

online marketing, content marketing, and word-of-mouth.  
 

• Competitive Environment: The competitive landscape plays a role in shaping the 

promotion mix. If a market is highly competitive, companies may need to invest more in 

aggressive promotional strategies to stand out from competitors. This could include 

competitive pricing, sales promotions, and strong advertising efforts.  
 

• Marketing Objectives: The specific marketing objectives set by the company will also 

influence the promotion mix. For instance, if the primary goal is to increase brand 

awareness, the company may focus on advertising and public relations activities. On the 

other hand, if the objective is to drive immediate sales, sales promotions and direct 

marketing may be more suitable.  
 

• Product Life Cycle: Where a product or service is in its life cycle can impact the 

promotion mix. During the introduction stage, heavy advertising and public relations 



may be necessary to build awareness. In the growth stage, promotional efforts may shift 

to increasing market share through persuasive advertising. The maturity stage may 

require sales promotions to maintain market share, while the decline stage may involve 

discounting to clear inventory.  
 

• Distribution Channels: The distribution channels used by the company can also 

influence the promotion mix. For example, if a company sells products through retailers, 

it may need to provide point-of-purchase displays and co-op advertising to support 

retailers in promoting the products.  
 

• Regulatory and Legal Considerations: Companies must consider any regulatory or legal 

restrictions related to their promotional activities. For instance, some industries may 

have strict guidelines on advertising content, especially those related to health, 

pharmaceuticals, or financial services. 

PROMOTIONAL TOOLS: 

 

• Advertising: Advertising is one of the most common and widely used promotional tools. It 

involves paid communication through various media channels such as television, radio, print 

publications (newspapers and magazines), billboards, online banners, and social media ads. The 

goal of advertising is to reach a large audience, create brand awareness, deliver persuasive 

messages, and encourage consumers to take action, such as making a purchase. 

 

• Sales Promotions: Sales promotions are short-term incentives aimed at encouraging 

immediate sales or customer action. Examples include discounts, coupons, limited-time offers, 

buy-one-get-one-free (BOGO) deals, contests, sweepstakes, and loyalty reward programs. Sales 

promotions are effective in driving short-term sales and attracting new customers. 

 

• Personal Selling: Personal selling involves direct communication between sales representatives 

and potential customers. This method allows for personalized interactions and tailored sales 

pitches to address customer needs and objections. Personal selling is common in business-to-

business (B2B) sales, high-involvement purchases, and complex products or services. 

 

• Public Relations (PR): Public relations focuses on building and maintaining a positive public 

image for the company or brand. PR activities include press releases, media coverage, 



sponsorships, events, community engagement, and crisis management. PR helps companies 

establish credibility, trust, and goodwill with the target audience. 

 

• Direct Marketing: Direct marketing involves reaching out to potential customers directly 

through various channels such as email marketing, direct mail, telemarketing, and SMS/text 

messages. Direct marketing allows for personalized communication and direct response from 

customers. 

 

• Online Marketing: Online marketing encompasses various digital channels and tactics, 

including search engine optimization (SEO), pay-per-click (PPC) advertising, social media 

marketing, content marketing, email marketing, and affiliate marketing. Online marketing is 

highly targeted, measurable, and cost-effective. 

 

• Trade Shows and Events: Participating in trade shows, exhibitions, and industry events allows 

companies to showcase their products and services to a relevant audience, network with 

potential customers and partners, and generate leads. Trade shows and events are particularly 

important in B2B marketing. 

 

• Point-of-Purchase (POP) Displays: Point-of-purchase displays are eye-catching promotional 

materials placed near checkout counters or product shelves in retail stores. These displays aim 

to influence impulse purchases and increase product visibility. 

 

• Word-of-Mouth: Word-of-mouth marketing relies on customers spreading positive 

information about a product or service to their friends, family, or acquaintances. Positive word-

of-mouth can be extremely influential in building brand reputation and trust. 

 

• Sponsorships and Endorsements: Companies often sponsor events, sports teams, or cultural 

initiatives to enhance their brand image and reach a specific target audience. Celebrity 

endorsements involve partnering with well-known individuals to promote products or services, 

leveraging their popularity and influence. 

 

FUNDAMENTALS OF ADVERTISING: 

1. Purpose and Objectives: 



The fundamental purpose of advertising is to promote products, services, or brands to a target 

audience. It aims to create awareness, generate interest, build desire, and encourage action 

among potential consumers. The primary objectives of advertising include increasing sales, 

enhancing brand recognition, changing consumer perceptions, and establishing a competitive 

advantage in the market. 

2. Target Audience: 

Identifying and understanding the target audience is a critical step in advertising. Knowing the 

demographics, interests, needs, and preferences of the intended audience helps marketers 

tailor their messages effectively and ensure that the ads resonate with the right people. 

3. Message Development: 

The advertising message must be compelling and persuasive to capture the attention of the 

target audience. The key value propositions, unique selling points, and benefits of the product 

or service should be communicated clearly and concisely in the ad. Creativity and impactful 

visuals play a crucial role in conveying the message effectively. 

4. Media Selection: 

Choosing the appropriate media channels to deliver the advertising message is essential for 

reaching the intended audience. Media options include television, radio, print, outdoor 

(billboards, posters), digital (online ads, social media), and more. The selection of media 

depends on factors such as the target audience’s behavior, reach, frequency, and budget 

constraints. 

5. Creative Execution: 

The creative execution of an advertisement involves the design, visuals, and copywriting. Eye-

catching visuals, compelling headlines, and persuasive copy are essential In making the ad 

memorable and engaging. The creative elements should align with the brand identity and 

positioning. 

6. Budgeting: 

Setting a realistic advertising budget is crucial to ensure that the campaign can achieve its 

objectives effectively. The budget allocation will depend on the scope of the campaign, the 

selected media channels, and the desired frequency of exposure to the target audience. 

7. Media Planning and Buying: 

Media planning involves determining the optimal timing and frequency of ad placements to 

maximize exposure and audience reach. Media buying entails negotiating and securing ad space 

or airtime with media outlets to ensure that the ads are seen by the right people at the right 

time. 



8. Measurement and Evaluation: 

Measuring the effectiveness of an advertising campaign is essential for assessing its impact and 

ROI. Key performance indicators (KPIs) such as brand awareness, website traffic, leads 

generated, and sales can be used to evaluate the success of the campaign. 

9. Compliance and Ethics: 

Advertising must adhere to legal and ethical standards to avoid misleading or deceptive 

practices. Marketers need to ensure that the claims made in advertisements are truthful, 

substantiated, and do not violate any regulations or industry guidelines. 

10. Integration with Marketing Strategy: 

Effective advertising is integrated with the overall marketing strategy. It should align with the 

brand positioning, marketing objectives, and other marketing activities to create a consistent 

and cohesive brand image. 

 

SALES PROMOTION: 

Sales promotion is a marketing strategy used to stimulate immediate consumer action or 

enhance the effectiveness of other marketing activities, such as advertising and personal selling. 

It involves offering incentives or short-term benefits to customers or channel partners to 

encourage them to make a purchase, increase product trial, or boost sales within a specified 

period. Sales promotion tactics are typically temporary and aim to create a sense of urgency 

and excitement around a product or service. Here are some key elements and examples of sales 

promotion: 

1. Objectives of Sales Promotion: 

The primary objectives of sales promotion include increasing sales volume, attracting new 

customers, retaining existing customers, introducing new products, clearing excess inventory, 

encouraging repeat purchases, and reinforcing the brand image. 

2. Consumer Sales Promotion: 

Consumer sales promotions are targeted directly at end consumers to encourage them to make 

a purchase. Common consumer sales promotion techniques include: 

- Coupons: Offering discounts or price reductions on specific products. 

- Rebates: Providing partial refunds to customers after purchase. 

- Price Discounts: Temporarily lowering the price of a product or offering buy-one-get-one 

(BOGO) deals. 



- Free Samples: Giving out samples of products to encourage trial and potential future 

purchases. 

- Contests and Sweepstakes: Running competitions where customers have a chance to win 

prizes. 

- Loyalty Programs: Rewarding repeat customers with points, discounts, or exclusive offers. 

3. Trade Sales Promotion: 

Trade sales promotions target retailers, wholesalers, or other channel partners to motivate 

them to promote and sell the product to end consumers. Examples of trade sales promotion 

include: 

- Trade Discounts: Providing discounts to retailers for bulk purchases or reaching specific sales 

targets. 

- Slotting Allowances: Paying retailers for shelf space to introduce new products or secure 

premium shelf positions. 

- Co-op Advertising: Sharing advertising costs with retailers to promote the product in their 

stores. 

- Trade Contests: Running competitions for retailers based on sales performance, with prizes for 

top performers. 

4. Point-of-Purchase (POP) Displays: 

POP displays are promotional materials, such as posters, banners, or product stands, placed at 

the point of sale to attract attention and influence purchasing decisions. 

5. Premiums and Gifts: 

Offering free gifts or premiums as an incentive for purchasing a product. For example, a cereal 

brand may include a small toy inside the cereal box. 

6. Event Marketing: 

Holding promotional events or experiential marketing activities to engage consumers directly 

and create brand awareness. Examples include product demonstrations, sampling events, or 

sponsorship of events and sports teams. 

7. Time-Bound Offers: 

Creating a sense of urgency by using limited-time offers, flash sales, or seasonal promotions to 

encourage immediate action from consumers. 

 



PUBLIC RELATIONS AND PUBLICITY: 

1. Public Relations (PR): 

Public relations is a strategic communication process used to build and maintain positive 

relationships between an organization and its target audience, including customers, investors, 

employees, suppliers, and the general public. The primary goal of PR is to create a favorable 

public image, enhance brand reputation, and foster goodwill and trust among stakeholders. PR 

involves various communication activities that aim to inform, educate, and influence public 

perceptions about the organization or its products/services. Some key elements of public 

relations include: 

- Media Relations: PR professionals work with journalists and media outlets to 

generate positive media coverage and manage any negative publicity. 

- Corporate Communications: This involves crafting and disseminating messages 

that align with the organization’s values, mission, and goals. 

- Crisis Management: PR plays a crucial role in managing and mitigating crises that 

may affect the organization’s reputation and public perception. 

- Community Relations: Building relationships with local communities and 

engaging in social responsibility initiatives to demonstrate the organization’s 

commitment to societal well-being. 

- Internal Communications: Communicating with employees to keep them 

informed, engaged, and aligned with the organization’s objectives. 

- Stakeholder Engagement: Engaging with various stakeholders to understand their 

needs and concerns and address them effectively. 

2. Publicity: 

Publicity is a specific aspect of public relations that involves gaining exposure and attention from 

media outlets or other influential sources without direct payment. It relies on news and media 

coverage to create awareness and interest in an organization, product, service, or event. 

Publicity is often achieved through the distribution of press releases, media pitches, and media 

events. Unlike paid advertising, which involves purchasing ad space, publicity is considered 

earned media, as the organization does not pay for the coverage it receives. Examples of 

publicity tactics include: 

- Press Releases: Issuing official statements or announcements to the media to 

share newsworthy information. 

- Media Pitches: Proactively reaching out to journalists and media outlets to 

propose story ideas or interview opportunities. 

- Media Events: Organizing events or activities specifically designed to attract 

media attention and coverage. 

- Influencer Marketing: Partnering with influencers or key opinion leaders to 

promote the organization’s products or services to their followers. 



- Product Reviews: Sending products to journalists or influencers for review and 

coverage. 

It's Important to note that while publicity is earned media and does not involve direct payment, 

it still requires strategic planning and coordination to effectively capture the attention of media 

outlets and achieve positive coverage. Public relations and publicity work together to shape 

public perception, create brand awareness, and maintain a positive image for the organization. 

Both are essential components of a comprehensive marketing and communication strategy. 

 

PERSONAL SELLING: 

Personal selling is a promotional strategy in which a salesperson directly interacts with potential 

customers to present and sell a product or service. It is a face-to-face communication process 

where the salesperson aims to understand the customer’s needs, address their concerns, and 

persuade them to make a purchase. Personal selling is particularly effective for complex or high-

value products that require a more personalized approach and for building strong customer 

relationships. The key elements of personal selling include: 

1. Building Rapport: Successful personal selling begins with establishing a positive and 

genuine connection with the customer. The salesperson aims to build rapport, gain the 

customer’s trust, and create a comfortable environment for open communication. 

2. Needs Assessment: The salesperson engages in active listening to understand the 

customer’s needs, preferences, and pain points. By asking relevant questions, they can 

identify the specific requirements of the customer. 

3. Product Presentation: Once the salesperson has a clear understanding of the customer’s 

needs, they present the product or service in a way that highlights its features, benefits, 

and value proposition. The presentation is tailored to address the customer’s specific 

needs and concerns. 

4. Handling Objections: Customers may raise objections or concerns during the sales 

process. The salesperson must be prepared to address these objections with relevant 

information and persuasive arguments. The goal is to alleviate any doubts and reinforce 

the product’s value. 

5. Closing the Sale: After the product presentation and handling objections, the 

salesperson seeks to close the sale by asking for the customer’s commitment to 

purchase. Different closing techniques may be employed to encourage the customer to 

make a buying decision. 

6. Relationship Building: Personal selling goes beyond a one-time transaction. Successful 

salespeople focus on building long-term relationships with customers. They follow up 

after the sale, provide ongoing support, and maintain regular communication to ensure 

customer satisfaction and foster loyalty. 



7. Sales Training and Development: Salespeople undergo training to enhance their product 

knowledge, communication skills, and selling techniques. Continuous development is 

essential to keep up with market trends and customer preferences. 

Personal selling is commonly used in industries such as real estate, automotive, insurance, and 

industrial equipment, where the sales process involves extensive interactions and a more 

consultative approach. It can also be complemented by other marketing tools such as 

advertising and sales promotions to create a cohesive and integrated marketing strategy. 

One of the key advantages of personal selling is its ability to provide personalized attention and 

customized solutions to individual customers. However, it is also a resource-intensive strategy, 

as it requires a skilled sales force and significant time and effort to engage with customers on a 

one-on-one basis. As technology advances, personal selling may also include virtual selling 

through video conferencing and online platforms, allowing salespeople to connect with 

customers remotely while still providing a personalized experience. 

 


