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1.1. INTRODUCTION

Marketing management is a broad scope of the study of marketing focusing
on the practical application of the techniques and marketing activities of a certain
company or business. This business discipline encompasses marketing planning
and strategy, orientations, and processes needed in attaining company goals
by providing values to clients. Since it has a wide coverage involving all factors
required to satisfy customers, marketing management must be all-pervasive
and a part of every employee’s scope of work, from subordinates to those in the
higher management.

If we look at this definition in more detail, Marketing is a management
responsibility and should not be solely left to junior members of staff. Marketing
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MMarkeﬁng requires co-ordination, planning, implementation of campaigns and a competent
anagement manager(s) with the appropriate skills to ensure success.

Marketing objectives, goals and targets have to be monitored and met,
competitor strategies analyzed, anticipated and exceeded. Through effective use
of market and markering research an organization should be able to identify the
needs and wants of the customer and try to deliver benefits that will enhance
or add to the customers lifestyle, while at the same time ensuring that the
satisfaction of these needs results in a healthy turnover for the organization.

-Within this exchange transaction customers will only exchange what they
value (money) if they feel that their needs are being fully satisfied; clearly the
greater the benefit provided the higher transactional value an organization can
charge.

NOTES

1.2. EVOLUTION OF MARKETING

There are following different stages in the development of marketing:

1. State of Self-Sufficiency: In this stage small families as production
units aimed at self-sufficiency and they met all their needs for food,
clothing and shelter. :

2. Stage of Pmmltlve Communism: In thls stage the custom was that
one who had more than others was to share his surplus with all others
till every one had equal quantity. In a few societies, the personhadno .
personal right to his acquisition. It had to be divided among the people
in his village.
In the above-mentioned two stages there was no exchange and hence,
no marketing.

3. Bartering Stage: In this stage a family or village could not meet all
its needs and therefore, had to take the surplus of what it produced
in excess of its needs and entered into a bartering relationship with
others. Thus, trade commenced due to the production of surplus. This
necessitated a search of such people who had surpluses and who desired
to exchange them for what the “searchers” had and then negotiations
between the iwo parties started. _

4. Money Economy Stage: The emergence of money, a common medium
of exchange, quickened the pace of trade. It gave a durable base for
operation of local markets. In this stage, every product is being valued
in terms of money.

5. Stage of Capitalism: In the stage of early capitalism where production
began not only for meeting théir own and family needs but also
for making profit. This paved the way for production centres and
employment of people to facilitate the distribution of goods produced.
The knowledge of marketing helps in understanding consumer needs,
optimum utilization of all resources, providing the most suitable product
to consumer leading to better standard of living and economie growth.

6. Mass Production Stage: It was a result of development in population

and improvement in transportation and communication. Large cities get
formed, there is increased use of capital equipment in jobs, availability
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and flow of funds through banks and a professional management, which
- encourages the growth of large-scale enterprises.

7. Affluent Society Stage: In this stage some sections of people have
surpluses of money over their basic needs, Goods and services, which
meet their psychological, cultural, social desires and wants, are needed.
A study has to be made about these wants of different segments of
people. This makes it necessary to collect market information and
conduct market research; so that the goods produced will meet the
requirements of the consumers. Marketing included earlier searching
and negotiation in the stages of barter and local markets. Later at
the stage of early capitalism, it included distribution to centres of
consumption in other towns or areas. Mass production stage saw the
growing importance of branding, packaging and advertising. In an
affluent society steps are taken to interpret a consumer’s desires and
producing goods that will satisfy these desires.

The marketing functions increase according to the stages of development
through which a country passes. The orientation of trade, which is traditional
in the beginning, becomes international when the economy becomes fully
commercial. Thus, marketing has been growing to include a number of
marketers, processes or practices.

1.3. MEANING AND DEFINITION OF MARKETING

The term ‘marketing’ has changed and evolved ovéra period of time. Today
marketing is based around providing continual benefits to the customer, these
benefits will be provided and a transactional exchange will take place.

Marketing has been viewed traditionally as a business activity. Business
_organizations exist to satisfy human needs, especially material needs.
Consequently, one way to define marketing is from the business perspective.
For instance, marketing has been defined as the “delivery of a higher standard
of living.”

Marketing includes all activities right.from transferring goods from
producer to consumers. Its main aim is to sell and satisfy the consumers.
Today, market’s king is consumer. From Mahatma Gandhi to P&G to LG,
they have all laid emphasis on consumer-oriented thought process. In fact, the
going slogan at P&G is “Consumer is Boss!” So, marketing provides us good
techniques to handle customers. Marketing’s best technique is marketing mix,
Marketing mix has 4-Ps:

1. Product which is made by producer must be made on the basis of

quality. :

2. Price is fixed by market but marketer should take low price than

market for increasing sale.

3. Promotion is done by advertising; it must be used at proper time for
target audience.

4. Place is related to distribution activities; marketer should reach by
proper channel of distribution.

Marketing: Nature, Scape
and Importance

NOTES
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Marketing
Management

NOTES

1 «a tolal system of business activities designed to plan, price, promote and distribute want

“The management process responsible for identifying, anticipating and satisfying customer
requirements profitably”, Chartered Institufe of Marketing

“Marketing as the performance of business activities that directs the flow of goods and services
from pmducer to consumer or user”. : Americarn Marketing Association

( “Satisfying needs and wants through an exchange process”. Philip Kotler )

0

satisfying goods and services to the present and potential customers”™.
\_ T L William J. Stanton )

4 “The management task of strategically planmng, directing and controlling the applzcatwnﬁ\
of enterprise effort to profit making programmes which provide customer safisfaction—a
task which involves the integration of all business activities intd a unified system of action”.

\_ Marting L. Bell’s )

The above definitions provide us an idea on the nature of Iﬂarketing. The
features in the above definitions are that marketing,

(a) Is an exchange process.
(b) Covers a variety of functions to be carried out in an integrated manner.
(c) Is directed to satisfy the needs/desires/wants of the consumer.

1.4. FEATURES OF MARKETING

The objective of’ marketing is not the maximization of profitable sales
volume, but profits through the satisfaction of customers. The consumer is the
pivot point and all marketing activities operate around this central point. It is,
therefore, essential that the entrepreneurs identify the customers, establish a
rapport with them, identify their needs and deliver the goods and services-that
would meet their requirements. Marketing has the following features:

1. Consumers: Consumers are the kings of market and all salesmen who
want to sell goods to consumers, should create good relationship with-
consumers and also solve the1r problems for enhancing the product
branding in market.

2. Organizational Capability: Before marketing, it is very necessary
that a company should see its organizational capability which is
available to fulfill the order of sale. If not, then create the limit of
marketing. .

3. Competitors: It is also the nature of marketing that you will see

~ competitors in the market. Never ignore them and create advance
strategy to fight and defeat your competitors. Sometimes, new
competitors may be your friends for increasing sale because every new
competitor is helpful to make a physical market for you where consumer
can corae and buy. -

4, Co-ordination: It is also the nature of marketing that it is connected
with other activities. It is the duty of the marketing manager to do
co-ordination with other departments.
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5. Performance: Marketing should be based on performance. We haveto  Marketing: Nature, Scope

pay for all costs on the basis of past selling. If any branch’s sale value and lmportance
is high, we should promote that branch by increasing the salary of that
branch’s salesmen and advertising cost.

NOTES

1.5. MARKETING MANAGEMENT

Marketing management takes place when at least one party to a potential
exchange thinks about the means of achieving desired responses from other
parties.

“Marketing Management is the analysis, planning, implementation and control of
programmes designed to bring about the desired exchanges with target audiences for the
purpose of personal and mutual gain. It relies heavily on adoption and coordination of the
product, price, promotion and place for achieving response”, Philip Kotler

| promotion, and distribution of ideas, goods, and services to ereate exchanges that satisfy
k individual and organizational goals”. American Marketing Association

( “Marketing (Management) is the process of planning and executing the conception, pricing, |
i
|

o

Marketing management has the task of influencing the level, timing,
and composition of demand in a way that helps the organization to achieve
its objectives. Marketing management is essentially a demand management.
Marketing managers manage demand by carrying out marketing research,
planning, implementation and control.

In summary, Marketing in action is Marketing Management. Marketing
Management has the responsibility to perform many functions in the field of
marketing such as planning, organizing, directing, motivating, coordinating and
controlling. All these functions aim to achieve the marketing goals.

1.6. FUNCTIONS OF MARKETING MANAGEMENT

- Marketing management takes place when at least one party to a potential
exchange thinks about the means of achieving desired responses from other
parties. Thus, we see marketing management as the art and science of choosing
target markets and getting, keeping, and growing customers through creating,
delivering and communicating superior customer value. In the marketing
process, companies work to understand consumers, create customer value and
build strong customer relationships. A brief summary of functions of marketing
management is shown in Fig. 1.1:

e e 1 By
Marketing Analysis &
Planning objectives evaluation
S —— S —
—_—— ] RS T
e Marketing
Organization management [ Staffing
e —— — -}
T R T T T N ——
Co-ordination ————m‘ Control
————— S

Fig. 1.1. Functions of marketing management.
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‘1.

Marketing Objectives: Marketing management determines the
marketing objectives. The marketing objectives may be short-term or
long-term nnd need a clear approach. They have to be in coherence
with the aims and objectives of the organization.

Planning: After objectively determining the marketing objectives,
the importint function of the marketing management is to plan how
to achieve those objectives, This includes sales forecast, marketing
programmes formulation, and marketing strategies.

Organization: A plan once formulated needs implemrutatien.
Organizing functions of marketing management involves the collection
“and co-ordination of required means to implement a plan and to achieve
pre determined objectives. The organization involves structure of
marketing organization, duties, responsibilities and powers of various
members of the marketing organization. :

. Co-ordination: Co-ordination refers to harmonious adjustment of

the activities of the marketing organization. It involves co-ordination
among various activities such as sales forecasting, product planning,
product development, transportation, warehousing etc.

Direction; Direction in marketing management refers to developiment

" of new markets, leadership of employees, motivation, inspiration,

guiding and supervision of the employees. R

Control: Control refers to the effectiveness with which a marketing
plan is implemented. It involves the determination of standards,
evaluation of actual performance, and adoption of corrective measures.
Staffing: Employment of right and able employees is very crucial to
the success of a market plan. The Marketing Manager’ co-ordinates
with the Human Resource Manager of an organization to be able to
hire the staff with desired capability.

. AnaIySIS and Evaluation: The marketing management involves

the analysis and evaluatlon of the productivity and performance of
individual employees; ‘

1.7. NATURE OF MARKETING

6 Self-Instructional Material

Marketing is a human activity directed at satisfying needs and wants

through exchange processes. Marketing includes such activities as product
development, marketing research, communication, pricing, promotion and
service apart from selling.

Marketing is a view point which looks at the ent1re business process as a

1.

highly integrated effort to discover, create, arouse and satisfy consumer needs.
Marketing is a delivery of a standard of living to society.

Marketing as a Process: Marketing is a process that marketmg
managers execute. In a number of instances, a marketing manager
does not manage people, but manages the marketing process. A
product manager is an example of such a marketing manager; s/he
manages the marketing process for a product within a larger marketing
organization. We, as consumers, see the results of that process in the



form of products, stores, shopping malls, advertisements, sales pitches, ~Marketing: Nature, Scope

promotions, prices, etc. This process usually involves four phases. and Importance
() Analysis: Markets must be understood and this understanding
flows from analysis. Marketing managers spend weeks in analyzing NOTES

their markets before they undertake the development of marketing
plans for influencing those markets.

(if) Planning: Once a market is understood, marketing programs and
events must be designed for influencing the market’s customers and
consumers and even the firms’ competitors.

(iii) Execution: The marketing events are executed in the markets
advertisements are aired, prices are set, sales calls are made, etc.

(iv) Monitoring: Markets are not static entities and thus must be
monitored at all times. After events execute, they need to be
evaluated. The planning assumptions upon which the upcoming
events are based must be continually tested; if they are no longer
true then the events may need modification.

2. The D Roles of a Marketing Manager: Marketing managers play
many roles, and we can describe them with words that begin with the
letter D.

(i) Detective: The marketer is given the task of understanding
markets, and thus spends considerable time learning about
consumers, competitors, customers, and conditions in the markets.
This learning takes many forms: formal marketing research
studies, analysis of market data, market visits, and discussions
with people in the markets. The result of these studies includes
insights about market conditions, and the identification of problems
and opportunities in the various markets.

(i7) Designer; As soon as the problem or opportunity has been identified,
the marketer shifts her/his attention in designing marketing
programs that solve the problems and/or grab the opportunities.

({ii) Decision maker: Marketing is a group process that involves
many different people, each of whom may be designing marketing
programs and events. Thus, the marketer must make decisions
about which programs to execute.

(iv) Decision influencer; Marketers exist in corporate structures that
require higher level executives to approve the marketing plans,
programs, and events that come out of the marketing group’s work.
Thus, the marketer must influence the decisions of these senior
executives.

(v) Diplomat: Marketers design marketing events that others must
execute: the sales force must execute the sales plan; the advertising
- agency must execute the advertisements, etc. These units do
not usually “report to” the marketing managers, and they are
undertaking tasks given to them by multiple marketing managers.
Thus, each manager must play a diplomatic role while inducing
these units to execute his/her program in a timely and high quality
way.

Self-Instructional Material 7




Marketing
Management

NOTES

8 Self-Instructional Material

3. Managing the Marketing Mix: Marketing managers can control or

influence four aspects of the firm’s output: its products, promotions,
prices, and the places that all of these are offered.

(t) Product: Product management involves the design of the physical
product alorig with its packaging and warranties, the positioning of
that product'in terms of the benefits it delivers and the development
of the product’s brand identity. '

(ii) Promotion: It is generally not true that consumers will beat a path
to your door if you have a superior product; they must be told about
it and induced to buy it ... thus the need for promotion. Promotion
includes personal selling, advertising, sales promotions, and publie
relations. ‘

(2ii) Price: Pricing strategies and tactics must be determined for the
product, and then followed to set prices for all the sizes and variants
of the product. The result is usually a price schedule that includes
the regular price, volume discounts, péy‘men’g terms, seasonal prices,

- introductory prices, etc.

(iv) Place: Marketing managers are involved in decisions about where
the-product is offered to the consumer in terms of the channels of
distribution.

. Operating Within Constfaints: Marketing managers must

undertake all of the above activities within various constraints, all of
which start with the letter C. None of these constraints are under the
direct control of the marketing managers; some can be influenced and
all can be understood.

(i) Competition: Other companies are competing for the same
consumers and channels of distribution.
(ii) Channels: Retail stores, electronic markets, communications media
' exist to serve the marketer. In the short-run, they must be accepted
as constraints; in the long-run, the marketer can exert some control
over them ... even vertically integrate into the channels.

(iii) Consumers: Consumers have needs and wants. The marketers
must understand those needs before they can design marketing
programs aimed at impacting consumer wants.

{iv) Conditions: Markets are not static but in constant evolution’
under the influences of the economy, changing tastes and fashions,
population dynamics, etc. ) '

(v) Company: Company policies, procedures, practices, and cultures
place constraints upon the marketing resources and programs that
the marketer can deploy.

- Marketing in Collaboration: The nature of marketing requires

marketing managers and professionals towork together on all aspects of
marketing. It is common for the marketing managers to be at the centre
of a set of activities being worked on by people within the company
(sales force, promotion manager, product development teams, etc.) and _
outside the company (ad agencies, consultants, marketing research
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firms, ete). Thus, marketing managers must spend considerable time
- and Importance

in consultation and collaboration with other people.

1.8. THE MARKETING CONCEPT ‘'NOTES

In the 1950s the marketing concept emerged. As a business philosophy,
the marketing concept is aimed at orienting a firm completely towards its
customers. As such, a customer focus should permeate every department from
production to finance to human resources. All major decisions should be based _
on the relevant market considerations. This does not, of course, mean that other |
aci:ivities in the organization must be completely subordinate to marketing.
What it means is that managers should not make important declsmns in any
area without taking marketing implications into account.

The objective of marketing is not the maximization of profitable sales
volume, but profits through the satisfaction of customers. The consumer is the
pivot point and all marketing activities operate around this central point. It is,
therefore, essential that the entrepreneurs identify the customers, establish a
rapport with them, identify their needs and deliver the goods and services that
would meet their requirements. The components of marketing concept are as
under: : :

(i) Satisfaction of customers: In the modern era, the customer is the
focus of the organization. The organization should aim at producing
those goods and services, which will lead to satisfaction of customers.

(it) Integrated marketing: The functions of production, finance and
marketing should be integrated to satisfy the needs and expectations
of customers.

" (iif) Profitable sales volume: Marketing is successful only when it is
capable of maximizing profitable sales and achieves long—run customer
satisfaction.

Table 1.1: Selling vs. Marketing Concept

Concepts Starting point Focus . Means End
Selling Concept Factory Products Selling and Profit through
Promoting Sales Volume
Marketing Market Customer Needs | Coordinated Profit through
Concept and Wants Marketing Customer
Satisfaction
Source Philip Kotler

1.8.1. The Concept Benéﬁi;s the Organization

The practice of the concept brings substantial benefits to the organization
that practices it. For example, the concept enables the organization to keep
abreast of changes. An organization practicing the concept keeps feeling the
pulse of the market through continuous marketing audit, market research
and consumer testing. It is quick to respond to changes in buyer behaviour, it
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rectifies any drawback in its products; it gives great importance to planning,
research and innovation and its decisions are no longer based on hunch, but
on reliable data relating to the consumers. It does not necessarily stick to oné
product line; it may diversify and come out with new and improved products or
enter totally new areas of business. All these responses, in the long-run, prove
extremely beneficial to the firm. The base of consumer satisfaction guarantees
long-term financial success. '

1.8.2. The Concépt Benefits the Consumer

The consumer is infact the major beneficiary of the marketing concept.
The attempts of various competing firms to satisfy the consumer put him in
an enviable position. The concept prompts the producers to constantly improve
their products and {o launch totally new products as often as possible; it also
prompts them to go in for changes in their business practices. All this results
in solid benefits to the consumer—low price, better quality, improved new
products and ready stocks at convenient locations. The consumer can choose,

| he can bargain, he can complain and his complaint will always be attended to.

He can buy on credit, cash or on installments. He can even return the goods if
not satisfied with it. When corporations take to the marketing concept, their
business practices change in favour of the consumer.

1.8.3. The Concept. Benefits the Society

When more and more corporations resort to the marketing concept, the
society benefits. The concept guarantees that only products that are required by
the consumers are produced and thereby it ensures that the society’s economic
resources are channelised in the right direction. It also makes economic planning
more meaningful and more relevant to the life of the people.

1.9. DIFFERENGE BETWEEN MARKETING AND SELLING

The terms ‘marketing’ and ‘selling’ are related but not synonymous.
‘Marketing’ as stated earlier, lays emphasis on earning profits through customer
satisfaction. In marketing, the focus is on the consumer’s needs and their
satisfaction. ‘Selling’ on the other hand focuses on product and emphasizes
selling what has been produced. In fact it is a small part of the wide process of
marketing wherein emphasis is initially on promotion of goods and services and
eventually on increase in sales volume.

Marketing has long-term perspective of winning over consumer loyalty
to the product by providing him maximum satisfaction. However, selling has
short-term perspective of only increasing the sales volume.

In marketing, ‘the consumer is the king’, whose needs must be satisfied. In
selling, the product is supreme and the entire focus is its sale. Marketing starts
before production and continues even after the exchange of goods and services
has taken place. It is so because provision of after-sale service is an important
component of the marketing process. Selling starts after the production and ends
as soon as the exchange of goods and services has taken place. The difference
between selling and marketing may be as follows.
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Table 1.2: Marketing vs. Selling

S. No. Marketing . Selling

1. | Marketing focuses on the needs of the | Selling focuses on the needs of the
buyer. seller.

2. |Converting customer’s needs into | Converting product into cash.
product.

3. Importance is given to the customer. | Importance is given to the product.

4. |It focuses on customer satisfaction. | It focuses on corporate objectives.

5. |It aims at long-term objective as|It aims at short-term objectives, as it
it has philosophical and strateglc is only a tactical and routine activity.
1mp11cat10ns :

6. | Integrated approach to marketmg is | Fragmented approach to selling is
practiced. practiced.

7. |1t forecasts the customer needs to{It aims at selling the goods which are
undertake the production activity. already produced through intensive

’ promotion at a profit.

8. |1t gives top priority to profitable | It gives priority to sales volume and
volume at fair and reasonable prices. | maximization of profits through sales

volume.

9. | The principle of caveat vendor (let the | The principle of caveat emptor (let the
seller beware) is followed. buyer beware) is followed.

10. | Stresses on needs of the buyer. Stresses on needs of the seller.

1.10. MARKETING MYOPIA

Marketing myopia is a term used in marketing as well as the title of an
important marketing paper written by Theodore Levitt. This paper was first
published in 1960 in the Harvard Business Review, a journal of which he was
an editor. Marketing Myopia refers to focusing on products rather than
customers needs and wants.

Management gurus define marketing myopia as a company’s short-
sighted, temporary or narrow-minded approach while marketing their product.
Companies need to adapt themselves to the changing market. When a firm
changes its marketlng focus from customer to its product or the company itself,
it is also called myopia.

- Myopia literally means short-sightedness. Marketing Myopia is the
inefficiency of the Top Management to broadly define its business and meet
customer needs resulting to the decline of the product. Examples from the real
world:

¢ Daewoo Motors

* Hindustan Motors

¢ Kinetic Honda

* Pagér Industry

. Marketing: Nature, Scope

and Importance

NOTES
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. Theodore Levitt Myopia deﬁnes the followmg factors responsible for
Marketing Myopia:
® The belief of the compames that as more and more of the population
becomes affiuent, the market expands and more and more people buy
the goods. : .
* The belief that there are no substitutes for the 1ndustrys maJor
products.
* Emphasis on mass production and in economies of scale i.e., being
product-oriented rather than being customer-oriented.
* Lack of experimentation, improvement, and manufacturing cost
reduction,

r

1.11. SCOPE/ FUNCTIONS:OF MARKETING

Marketing is an ancient art and is everywhere. Formally or informally,
people & organizations engage in a vast numbers, of activities that could be

| called marketing. Good marketing has become an intreasingly vital ingredient

for business success. It is embedded in everything we do—from the clothes
we wear, to the websites we click on, to the ads we see. Marketing deals with

| identifying and meeting human and soc1a1 needs or it can be deﬁned as “meeting
needs profitably”.

In order for the marketing bridge to work correctly providing consumers

| with opportunities to purchase the products and services they need, the

marketing process must accomplish nine important functions. The functions are:

1. Buying: People have the opportunity to buy products that they want.

2. Selling: Producers function within a free market to sell products to -
consumers.

3. Financing: Banks and other financial institutions prov1de money for
the production and marketing of products. .

4. Storage: Products must be stored and protected/preserved until they
are needed. This function is especially important for perishable products
‘such as fruits and vegetables.

‘5. Transportation: Products must be physmally relocated to the
locations where consumers can. buy them. This is a very important
function. Trinsportation includes rail road, ship, airplane, truck,
and telecornimunications for non~tang1b1e products such as market
information.

6. Processing: Processing involves turning a raw product, like wheat,.
into something the consumer can use—for example, bread.

7. Risk Taking: Insurance companies provide coverage to protect
producers and marketers from loss due to fire, theft, or natural
disasters.

8. Market Information: Information from around the world about
market conditions, weather, price movements, and political changes,
can affect the marketing process. Market information is provided by
all forms of telecommumcatlon such as telev1s1on the internet, and
phone.
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-9, Grading and Standardizing: Many products are graded in order to Marketing: Nature, Scope

conform to previously determined standards of quality. For example, and Importance
when you purchase potatoes, you know you are buying the best potatoes
in the market.

NOTES

10. Marketing in New Company Building a new customer base for
your products and services takes time, money and planning. Begin
by getting facts about your industry, local market, customers and
competitors. With the right information, the next step is to develop a
strategy like High Advertising Frequency, High Quality Product and
Low Price that identifies the steps you adopt with your target market
and convert prospects into customers.

Create ngw Higher
consumers advertising

Fig. 1.2. Marketing in a new company.

11. Marketing in an Old Company: It is also the part of scope of

- marketing. In an old company, we see that there are already large
number of consumers buying goods. There is no need to invest high
amount on advertising but company can find its scope for improving
the quality of product which will be sold to existing consumers. An old
company should concentrate its mind for maintaining the stable level
in market by providing quality products, continuing researching and
decreasing the cost. .

1.12. UTILITIES OF MARKETING

The marketing process must also add “utility” to the products consumers
want. Utility is the use or satisfaction a person gets from a product. If you
purchase a chain saw you anticipate that you will receive a certain amount of
utility from it. You will be able to use the saw to cut fire wood, prune trees, and
take care of a variety of jobs around your home. There are four types of utility.

1. Form Utility: A product must be processed into a form that the

customer wants or needs. For example, wheat is processed into bread,
trees are processed into lumber, and potatoes are processed into french
fries. If you ordered french fries with your lunch and the waiter brought
you a raw potato, you probably wouldn't be too happy. '

2. Place Utility: Place utility involves transporting products to the

location where consumers can buy them. If you live in Kerala, you
certainly would not want to have to drive to J&K to buy apples. You
simply drive to the local grocery store and apples are there ready to
add to your shopping cart place utility. -
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3. Possession Utility: Possession utility establishes legal ownership of a

product. When you purchase something you normally receive a receipt;
this provides legal ownership and the right to use the product. Some
products, computer software, for example, also provide a user license.
A license of this kind gives you the right to use the product within
certain guidelines.

Time Utility: This could be described as being in the right place at the
right time when a customer is ready to purchase a product. Creating
and keeping customers means having products available for when
they want them, and often this requires some type of storage facility.
Wheat is one example of a commodity that must be stored after it is
harvested. It is stored in silos until processors are ready to convert it
into food products such as bread or cereals.

1.13. TYPES OF MARKETING

14 Self-Instructional Material

Some important types of marketing are mentioned below:

1.

4.

Internet Marketing and Offline Marketing: Internet marketing
is any marketing strategy that takes place online. Also referred
to as online marketing, it encompasses a variety of marketing
forms like video advertisements, search engine marketing and
e-mail marketing. Offline marketing, the opposite of online marketing,
includes all forms of marketing that are not done on the Internet.
Examples of offline marketing are local advertising in newspapers
and on television.

Direct Marketing: Direct marketmg’s main goal is to send a message
directly to consumers, without having to use any third party outlets.
Examples of direct marketing include mail marketing, telemarketing,
mobile marketing and direct selling.

One-to-one Marketing: It is an approach that concentrates on
providing services or products to one customer at a time by identifying
and then meceting their individual needs. It then aims to repeat
this many times with each customer, such that powerful lifelong

-relationships are forged. As such it differentiates customers rather

than just products.

Niche Marketing: When a product or service is not being readily

supplied to a certain portion of a market, a company can its efforts on
that niche to address a need that is not currently being addressed. This
targeted marketing is successful because the marketer has identified
aneed that is not being resolved by mainstream providers. Sometimes
it is beneficial for a company to focus on a niche instead of trying to
compete in a larger market.

Mass Marketing: Mass marketing is a market coverage strategy in
which a firm decides to ignore market segment differences and appeal
the whole market with one offer or one strategy. A mass marketing
approach aims at a large, broad consumer market through one basic
marketing plan. Use of this approach has declined in recent years due
to the following reasons:



1. Growth of competition. Marketing: Nature, Scope
2. Stimulated demand by appealing to specific segments. and lportance
3. Improved marketing research that pinpoints desires of different
segments. NOTES
4. A reduction in total production and marketing costs because of
segmentation.
A major objective of mass marketing is to maximize sales. For successful
pure mass marketing, a large group of consumers must have a desire for
the same product attributes or consumer demand must be so diffused
that it would not be worthwhile for a firm to aim marketing plans at
specific segments. X
6. Trade Show Maiketing: Companies that want to reach a large
number of potential customers can participate in public or private trade
shows. Trade shows and other forms of event marketing are often a
large investment to participate in, but trade shows allow companies
to demonstrate new products and examine what is going on in the
industry. '

1.14. IMPORTANCE OF MARKETING

Since marketing is consumer-oriented, it has a positive impact on the
business firms. It enables the entreprencurs to improve the quality of their
goods and services. Marketing helps in improving the standard of living of the
people by offering a wide variety of goods and services with freedom of choice,
and by treating the customer as the most important and valuable person. The
contribution of marketing in a socio-economic system can be summarized as
follows:

1. National Income: The nation’s money is composed not of money,
but of the goods and services which money can buy. Any increase in
efficiency of the marketing process results in lower costs of distribution
and lower prices to consumers. This brings an increase in the national
income.

2. Distribution Cost: Marketing aims at reducing the cost of distribution
to the extent possible, to make it available to the consumers at
reasonable price. It increases the consumption and profits of the firm.
Hence, the shareholders may also get better share in profits. A part
of the profit may also be utilized for further research work, for labour
saving devices or for innovating new manufacturing techniques. Thus,
the society is benefited in the long-run.

3. Production and Consumption: Marketing process links the
production and consumption. It brings new varieties, quality and
beneficial goods to consumers from the manufacturing centres. A
wealth of merchandise can be purchased at retail stores which were
not available previously. It, thus, provides the connecting link between '
production and consumption and avoids the scarcity of goods.

4. Business Slumps: Scientific marketing has a stabilizing effect on the
price level. Producers produce what consumers ‘want and consumers
have a wide choice of products, there are no frequent ups and downs
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in prices. A sound marketing system gives protection against business
slump by discovering new markets, reducing cost of distribution,
making it consumer-oriented, diversifying and improving the product,
extending after-sales service etc.

. Transmutation: The existence of a market and the specialists engaged

in performing marketing functions are helpful in creating from utility
to the hidden-resources to suit the requi: 2ments of consumers. Thus,

- the consumer needs can be satisfied by the marketer.

10,

11.

12,

13.

Productive Efficiency: The information about the use of machinery
and freely aftersales services makes the farmers aware of the latest
developments and helps them in improving their productlve efficiency.
Imbalancc in Supplies: Scientific marketing remedies the imbalance
in the supply by making available the surplus stocks at deficit areas.
Through better provision of transport facilities and storage, market
develops the trade in perishable goods, most of which at present are
wasted.

. Value of Goods: Place utility is created when a product is made readily

accessible to the potential consumer. Time utility is created when a
product is available to customers when they want it. Possession utility
is created when a customer buys the product i.e., the ownership title
is transferred to the buyer. .

Value of Service: Marketing adds value to the services e.g., business,
medical, entertainment and educational services by performing the
services involved. :

Patterns of Consumption: Patterns of consumption are determmed
by the structure of marketing system, which is set up to carry the flow
of goods and services from producer to consumers. The value added to
the goods and services through performance of marketing activities
also explains thie pattern of consumption.

Employment Opportunities: Marketing is. essential for full
employment. In order to have continuous production, there must be

-continuous marketing and high level of business activity. The continuous

marketing activity is required for performing various marketing
functions such as buying, selling, transportation, warehousing,
financing, risk bearing, etc. Each function has countless job openings.
It is a continuous source of employment and provides livelihood to a
number of unemployed persons.

Living Standards: Marketing helps in increasing the standard of .
living of the people. It is logical that a reduction in the per unit cost
of distribution of goods and services to the society would result in a
higher standard of living.

Expansion of Home Market: Marketing can serve to expand the
home market and thus provide a more secure base for export. When a
country is sclf sufficient and is in a position to go for exports, it results in
favourable balance of trade. It is an indicator of economic development
of a country. -
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1.15. ROLE OF MARKETING IN AN ORGANIZATION and Importance
One observes that the role of marketing in a modern organization is that
of integrating the needs and wants of the customers to the other organizational NOTES

functions like production, R&D, finance, personnel, etc. One look at the
companies today would be sufficient to conclude that neither marketing nor any
other function alone holds the key to success. All functions are equally important.
However, it is marketing, which performs the role of integration.

1. Corporate Marketing: Provides information on competition, customer
and advocates customer orientation for developing long-term corporate

~ strategy.

2. Strategic Marketing: Provides competition and customer analysis
for developing long-term business strategy, including competitive
advantage. Develops segmenting, targeting and positioning strategies
and takes product-line decisions.

3. Marketing Management: Evolves and implements marketing
strategy in short-term to achieve business unit objectives. Co-ordinates
marketing activities and allocates resources.

SUMMARY

e Marketing management is a broad scope of the study of marketing
focusing on the practical application of the techniques and marketing
activities of a certain company or business.

e Marketing includes all activities right from transferring goods from
producer to consumers. Its main aim is to sell and satisfy the consumers.

e The objective of marketing is not the maximization of profitable sales
volume, but profits through the satisfaction of customers.

e Marketing management takes place when at least one party to a
potential exchange thinks about the means of achieving desired
responses from other parties.

» Marketing management takes place when at least one party to a
potential exchange thinks about the means of achieving desired
responses from other parties.

e Marketing is a human activity directed at satisfying needs and wants
through exchange processes.

e The terms ‘marketing’ and ‘selling’ are related but not synonymous.
‘Marketing’ as stated earlier, lays emphasis on earning profits through
customer satisfaction. In marketing, the focus is on the consumer’s
needs and their satisfaction. ‘Selling’ on the other hand focuses on
product and emphasizes selling what has been produced.

o Marketing Myopia refers to focusing on products rather than customers
needs and wants.

* Marketing deals with identifying and meeting human and social needs
or it can be defined as “meeting needs profitably”.

e The marketing process must also add “utility” to the products consumers
want. Utility is the use or satisfaction a person gets from a product.
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e Since marketing is consumer-oriented, it has a positive impact on the
business firms. It enables the entrepreneurs to improve the quality of
- their goods and services.

’
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‘Define marketing. State its features.

State the importance of marketing.
What are the different stages in the development of marketlng‘?
Differentiate between selling and marketing.

How, “marketing occupies a critical role in respect of the development of
developing nations” ?

Explain the nature and scope of marketing.

Briefly explain the evolution of marketing.

Briefly explain the various concepts of marketing.
Explain the contribution of marketing to the society.
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2 . NOTES

MARKETING ENVIRONMENT

92.1. Introduction

2.2. Meaning and Definition .
2.3. Marketing Environment .
2.4, Features of Business Environment
2.5. Environmental Scanning
2.5.1. Analyzing the Organization’s Micro-Environment
2.5.2. Analyzing the Organization’s Macro-Environment
2.6. Importance of Business Environment '
Summary
Review Questions

21. INTRODUCTION

A marketing-oriented company always keeps tab on its external
environment carefully to analyze opportunities and threats. This external
environment influences the company’s strategies at two levels i.e., external
macro-environment level and external micro-environment level. The macro-
environment level involves political and legal, economic and natural, social and
cultural and technology environment.

The micro-environment level consists of supply chain, customer and
competitor. These factors are uncontrollable by the organization. Marketing
environment comprises the combination of two words ‘marketing’ and
‘environment’. Marketing means responding to the needs and demands of the
consumers to provide optimum satisfaction level. Similarly environment refers
to external factors influences and organizational power which is related to the
aim and effective working of a firm. Thus, marketing environment refers to
external or macro factors and forces which not only influence a company but
also the components which affect the consumers analyzing its trend and impact
on the operations and performance of the company. -
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/ “Marketing environment is that which is external to the marketing management function, h

. | with target customers” . Kotler and Armstrong D

2.2. MEANING AND DEFINITION

This encompasses the marketing team within an organization and includes
all of the outside factors of marketing that affect the team’s ability to develop and
maintain successful customer relationships with their targeted customer group.

. The marketing environment surrounds and impacts upon the organization.
There are three keyt elements to the marketing environment which are the
internal environment, the micro-environment and the macro-environment.
Why are they important? Well marketers build both internal and external
relationships. Marketers aim to deliver value to satisfied customers, so we need
to assess and evalu:ite our internal business/corporate environment and our

| external environment which is subdivided into micro and macro.

largely uncontrollable, potentially relevant to marketing decision-making and changing
and/or containing in nature”, Cravens ef. al

“A company’s marketing environment consists of the actors and forces outside marketing
that affect marketing management s ability to build and maintain successful relationships

~

g “The marketing environment of the task environment and the broad environment. The
task environment includes the immediate actors involved in purchasing, distributing and
- promoting the offering. The broad envirenment consists of six components: demographic
environmeni, econonuc environment, natural environment, technological environment,

Y political legal environment, social-cultural environment”. Philip Kotler Y

In this manner marketing environment means external environment
i.e., dynamic powers, factors and which influence effectiveness and ability,
marketing activities, production of goods, distribution and intermediaries on
which companies marketmg management and marketmg department has no
control.

2.3. MARKETING ENVIRONMENT

Marketing environment refers to the forces or variables of the outer and
inner environment of a firm that affécts the marketing management’s ability to
build and maintain successful relationships with the customer. The marketmg
eﬂviron_ment framework consists of macro-environment and micro-environment.

Micro-environment variables are close to the firm and include the
suppliers, marketing intermediaries, customer markets, competition & publics.
Micro-environment also refers to the internal environment of the company and
affects not only marketing but also all the departments such as management,
finance, research and development, human resources, purchasing, operations
and accounting. . .

Macro-environment deals with the demographic, economic, technological,
natural, socio-cultural and politico-legal environment of the markets. The
following Fig. 2.1 shows the environmental framework.
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1. Customers: Customers are the core of the marketing environment.  Marketing Environment
There are different types of customers such as end consumers, business
customers, government customers, 1nternat10nal customers and retaﬂ
customers. . :

2. Suppliers: The slightest delay in receiving the supplies may result

. in dissatisfaction .of the customers. The marketers have to watch the
supply availability and other trends related to the suppliers.

Palitico-legal

Market intermediaries

NOTES
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Fig. 2.1. Environmental framework.

.3. Marketing Intermediaries: The resellers, physical dlstnbutmn
firms, marketing services agencies, and financial intermediaries
all make marketing intermediaries. They help in promotion of the
company and sales and distribution of the company’s products. Stores
and warehouses are the physical distribution firms that store and -
transport the company’s product from its origin to its destination.
Other intermediaries are marketing services agencies, which are
responsible for conducting marketing research, advertising, and
consulting. Financial intermediaries are institutions such as banks,
credit companies and insurance companies.

4. Publies: Publics is any group that has interest or impact on a firm’s
ability to meet its goals. This includes the financial publics, media
publics, government, publics, local publies such as NGO and citizen
action organizations. While the financial publics can hinder a company’s
ability to obtain funds affecting the level of credit in a company, the
media publics can publish articles of interest regarding the company
and editorials that may influence customers’ opinions. Similarly,
government publics is capable of affecting the company by passing
legislation and laws that put restrictions on the company’s actions
and citizen-action publics (e.g., environmental groups and minority
groups) can question the actions of a company and put them in the
public spotlight.
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5. Competitors: Competitors are the companies with similar offerings
for goods and services. To remain competitive a company must consider
who their biggest competitors are while considering its own size and
position in the industry. The company should develop a strategic
advantage over their competitors.

6. Political-legal Factors: Political factors include how and to what
degree a government intervenes in the economy. This includes monetary
and tax policies of the government, labour laws, environmental laws,
various trade restrictions arid tariffs. Political stability is one of the
main factors: This also includes the merit goods and demerit goods

as per the provisions of the local government. Legal factors deal with . . \

discrimination law, consumer law, antitrust law, employment law and
health and safety law. )

7. Economic Factors: Economic facters are general economic growth, -
interest rates, exchange rates, balance of payments, monetary policies,
inflation rate etc. These factors play a very important role in business
operations. These factors have the capability to alter the cost of
operations, cost of capital and returns ultimately. There is a major
impact of the exchange rates on exports and imports of the country.

8. Social Factors: Social factors are the social and cultural aspects, which
include health consciousness, population growth rate, age distribution,
career attitudes and emphasis on safety They have a major impact on
demand of a firm’s products and services.

9. Technological Factors: Technological factors include the research
and development, automation, expansion of internet and other
communication technologies, technology incentives and technological

~ barriers. They affect the efficiency of the production. Qutsourcing

decisions mainly depend upon technological environments,

10. Natural Invironment Factors: These factors include weather,

climate, and climate change, availability of water, ava1lab111ty of raw
products.etc.

f

2.4. FEATURES OF BUSINESS ENVIRONMENT
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On the basis of the above discussion the features of business environment

can be summarized as follows:

(a) Business environment is the sum total of all factors external to the
business firm and that greatly influence their functioning.

(b) It covers factors and forces like customers, competitors, suppliers,
government and social, cultural, political, technological and legal
conditions. .

(c) The business environment is dynamic in nature, which means, it keeps
on changing:

(d) The changes in business enwronment are unpredictable. It is very
difficult to predict the exact nature of future happenings and the
changes in economic and social environment.

. (e) Business environment differs from place to place, region to region and

country to country. Political conditions in India differ from those in



Pakistan. Taste and values cherished by people in India and China  Marketing Environment
vary considerably.

2.5 ENVIRONMENTAL SCANNING | | NOTES

This is the process of gathering, analyzing and forecasting of external
environments’ information to identify opportunity and threats that company
faces the need for environmental scanning. It helps in:

2.5.1. Analyzing the Organization’s Micro-environment

Marketing department alone cannot satisfy all the needs of a customer.
Therefore, it is essential to integrate the functions of suppliers, publics, company -
departments and intermediaries in creating the value to the customer. These
forces are known as organization’s micro-environment forces. Micro-environment
forces which are very close to a company and have impact on value creation and
customer service are shown in Fig. 2.2.

1. The Company: Deducing a strategic plan into a specific marketing
plan requires co-ordination of other functions like finance, human -
resource, production and research and development.

2. Intermediaries: Marketing intermediaries are the firms which
distribute and sell the goods of the company to the consumer.

Company ‘
Y

Suppliers | Intermediaries

Micro-
enviranment
3
Customers Publics

4

Competitors

Fig. 2.2. Micro—environment forces.

3. Publics: These are micro-environment groups which help a company
to generate the financial resources, creating the image, examining the
companies’ policy and developing the attitude towards the product. We
can identify six types of publics.

4. Competitors: A company should monitor its immediate competitor.
The product should be positioned differently and able to provide better |
services.

5. Suppliers: Suppliers are the first link in the entire supply chain of
the company. Hence, any problem or cost escalation in this stage will
have direct effect on the company. Many companies adopted supplier
relation management system to manage them well.

6. Customers: A company may sell their products directly to the customer
or use marketing intermediaries to reach them. Direct or indirect
-marketing depends on what type of markets the company serves.
Generally we can divide the markets into five different categories. They
are: -
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(@) Conswiner market.

Management (b) Business market -

(c) Reseller market

NOTES (d) Governneent market and
(e) International market.
' 2.5.2. Analyzing the Organization’s Macro-environment
\ Folitical and
legal
nvironmant
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Fig. 2.3. Macro-environment of a firm.

1. Demographic Environment: The study of population characteristics
like size, density, location, gender composition, age structure, occupation
and religion. Demography statistics helps companies to develop their

.products in a better way. These statistics are also used in developing
proper supply chain, communicating product information and changing
the product attributes. Demographic environment is analyzed on the
basis of the following factors.

(i) Age structure of the population
(if) Marite]l status of the population

(iif) Geogruphic distribution of the population
(iv) Education level ' °
(v) Migration
(vi) Occupation. . :

2. Political and Legal Environment: Government policies, legislations,
regulations and stability will directly affect the business. Therefore,
it is inevitable for the firm to closely monitor this environment. The
political and legal forces are grouped into the following four categories.

() Monetary and fiscal policies: These pol1c1es regulate government -
spending, money supply and tax legislations.
(if) Social legislations and regulatlons' Environmental protectmn
act which specifies the emission level.

(iii) Government relationships with industries: Government

subsidies and change in tariff rate will have direct 1mpact. on the
particular company.

(iv) Legislations related to marketing: There are a list of legislations
which affect marketing activities of a company.




Y

3. Economic and Natural Environment: Economic environment  Marketing Environment
includes the following: :

(a) Interest rate: When interest rates are high, consumers tend not
to make long-term purchase like housing. If the interest rate is low
people put their money in alternative financial options where they
get better return.

(b) Inflation: The higher the inflation rate, the lesser will be the
purchasing power of the consumer. Hence, government always tries
to control the inflation within the limit.

(c) Changes in income: The rise in the salaries of the employees,
improved performance of stock market and better industrial growth
led to the change in the income pattern in India. Many Indians
became millionaires and billionaires. Percentage of below poverty
line is decreasing, but the concern is rich and poor divide is growing.

Natural environment concerns are growing over the years.

Governments increased regulations to manage the natural resources.

Marketers should be aware of such trends in the natural environment.

Some of the factors which organizations should keep.a vigil on are:

¢ Inadequate raw materials

¢ Global warming and pollution levels

¢ Regulatory world.

We are depending excessively on Middle East countries for petroleum
products. Automobile companies are improving their technologies and
are also planning to come out with hybrid cars which use alternative
fuels. Global warming is a big issue today. The Indian government
through Environmental Protection Act, has made stringent rules on
emission and environment standards. Companies, particularly in
automobiles should adhere to those norms, which are expensive and
time consuming.

4. Social and Cultural Environment:

(i) Working women and rise of metrosexual man: The number
of women who are working in India is increasing. This segment
is looking towards products, which help them in bringing better
work-life balance. MTR, a fast food giant in south India, started
offering ready-to-eat products to this segment. These products are
instant in nature where a woman dips a product in the hot water
for minutes and serves. ‘

(i) People hard pressed for time: This segment involves people
who work long hours and have less personal time. These people are
looking for products which satisfy them quickly and conveniently.
For example, Easy bill, from Hero group offers one stop solution -
to consumers to pay their utility bills and do other financial
transactions.

5. Technology Environment:

(i) Growth of information technology and bio-technology
industries: Information technology has revolutionized the
lives of the people. It brought dramatic changes in the way
organizations operate. It helped in cost reduction, automation, -

NOTES

’
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better communication and efficiency in the organizations. Indian
banks which few years ago used to take a lot of time to process the
customer requests reduced it to few hours because of information
technology. -

(if) Nano technology: The technology is waiting, which is expected
to reduce the size and cost of the materials.

2.6. IMPORTANCE OF BUSINESS ENVIRONMENT

There is a close and continudus interaction between a business and its
environment. This interaction helps in strengthening the business firm and
using its resources more effectively. As stated above, the business environment
is multifaceted, complex and dynamic in nature and has a far-reaching
impact on the survival and growth of the business. To be more specific, proper
understanding of the social, political, legal and economic envir onment helps the
business in the following ways:

1. Determining Opportunities and Threats: The interaction between

a business and its environment would identify opportunities for and
threats to the business. It helps the business enterprises in meeting
the challenges successfully.

2. Giving Direction for Growth: The interaction with the environment

leads to opening up of new frontiers of growth for the business firms.
It enables the business to identify the areas for growth and expansion
of their activities.

3. Continuous Learning: Environmental analysis makes the task of
managers e¢asier in dealing with business challenges. The managers
are motivated to continuously update their knowledge, understanding
and skills to meet the predicted changes in the realm of business.

4, Image Building: Environmental understanding helps the business
organizations in improving their image by showing their sensitivity to
the environment within which they are working. For example, in view
of the shortage of power; many companies have set up Captive Power
Plants (CPP) in-their factories to meet their own requirement of power,

5. Meeting Competition: It helps the firms to analyze the competitors’
strategies nnd formulate their own strategies accordingly.

- 6. Identifying Firm’s Strength and Weakness: Business environment
helps to identify the individual strengths and weaknesses in view of
the technolog1ca1 and global developments

- SUMMARY

¢ A marketing-oriented company aliways keeps tab on its external
environment carefully to analyze opportunities and threats.

e The macro-environment level involves political and legal, economic
and natural, social and cultural and technology environment. _

e The micro-environment level consists of supply chain, customer and
competitor. These factors are uncontrollable by the organization.
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¢ Marketing environment refers to the forces or variables of the outer and ~ Markering Environmeni
inner environment of a firm that affects the marketing management’s
ability to build and maintain successful relationships with the customer.

o This is the process of gathering, analyzing and forecasting of external

* environments’ information to identify opportunity and threats that
company faces the need for environmental scanning.

e The study of population characteristics like size, density, location,
gender composition, age structure, occupation arid religion. Demography
statistics helps companies to develop their products in a better way.

¢ Government policies, legislations, regulations and stability will directly
affect the business. o :

e There is a close and continuous interaction betweer. a business and
its environment. This interaction helps in strengthening the business
firm and using its resources more effectively. ‘

NOTES

REVIEW QUESTIONS

1. Explain the need of environment scanning.

2. Bring out-the difference between macro-environment and micro-
environment.

3. Write a note on demographic environment in India. .
4. Environment scanning is nécessary to understand opportunities and
threats faced by the company.
5. Micro-environment factors like marketing intermediaries, supphels
competitors, publics and customers influence a company’s strategies.
6. Population variables like age, gender, marital status and occupation help
the'company to assess the market and change or develop their offerings.
7. Shortage of raw material and increase in the income disparity are
immediate concerns of the organizations.
8. Working women and people hard-pressed for time are changing the socio-
cultural environment of the country.
9. Technology is helping companies to reduce cost, increase efﬁmency and
save time. Explain.
.10. Discuss the importance of pohmcal and legal environment study w1th.
' examples
11. Micro and macro-environment are dlfferentlated on the basis of sme
complexity and uncertainty.
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MARKETING PLAN

3.1 Introductlon
3.2, Meaning and Definitions of Marketing Mix
3.3. Features of Marketing Mix
3.4. Components of Marketing Mix
3.5. 4Cs of Marketing Mix
-3.6. Introduction to Marketing Planning
3.7, Meaning and Definition of Marketing Planning
3.8. Elements of Marketing Plan
3.9. Process of Marketing Plan
Il' 3.10. Importance of Marketing Plan
Summary
Review Questions

g

3.1. INTRODUCTION

The basic task of marketing is the delivery of product(s) to consumers so
that their needs are fulfilled and organizational objectives are also-achieved.
This involves several important decisions, e.g., deciding about the product or
products which should be offered for sale, price of the product, markets where
products may be sold and the means of communication with the consumer for
the sale of the product. All these decisions form part of marketing-mix. In this
lesson we shall study about the concept of marketing mix, its components and
the relationship among various components of marketing mix.

The concept is simple. Think about another common mix—a cake mix. All
cakes contain eggs, milk, flour, and sugar. However, you can alter the final cake
by altering the amounts of mix elements contained in it. So for a sweet cake
add more sugar. It is the same with the marketing mix. The offer you make to
your customer can be altered by varying the mix elements. So for a high profile
brand, increase the focus on promotion and desensitize the weight given to price.

Marketing involves a number of activities. To begin with, an organization
may-decide on its target group of customers to be served. Once the target group
is decided, the product is to be placed in the market by providing the appropriate
product, price, distribution and promotional efforts. These are to be combined
or mixed in an appropriate proportion so as to achieve the marketing goal.
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Such mix of product, price, distribution and promotional efforts is known as Marketing Mix
‘Marketing Mix'. : and Marketing Plan

3.2. MEANING AND DEFINITIONS OF MARKETING MIX Noﬁ'i*Es

In the general way, marketing mix means mixing of various marketing
pol1c1es to achieve success in marketing. But in the broad sense, marketing
mix means mixing of various sales policies by manufacturers/producers such
as product, brand and trademark packaging, price distribution-medium, sales
power, advertisement, sales promotion, physical distribution of products and
marketing research etc., in such a way that in certain time and situation
maximum profit can be earned by buyer’s satisfaction.'

(" “M arketmg mix iz a pack of, four sets of variables namely product variables, price uaruzbles, .
9 promaotion variables and place varigbles”. _ Cravens et, al

4 “Tke marketing mix is the get of market'ing tools the firm uses to pursue its markei.‘ing'
\ objectives in the target market”. Philip Kotler

(_Marketmg mix is the term used to describe the combination of four inputs which constitute )
the core of ¢ company’s marketing system—the product, the promotwmzl activities and the
- distribution system”. Stanton y.

4 “The marketing mix refers to the apportionment of efforts, the combination, the designing, h
the integration of the elements of marketing into @ program or mix which on the basis ofan
appraisal of the market force, will achieve the market objectives of an enterprise in a given

¥tzme : : Prof. Neil H. Bordon j

4 *Marketing mix is a set of controllable, tacticul tools, product, price, place and promotion. N
that the firm blends to produce the response it wants in the target market. The marketing
mix consists of everything the firm car do to influence the demand for its product”.

\ . Kotler and Armstrong y

3.3. FEATURES OF MARKETING MIX

The marketing mix has the following features:

1. Root of Marketing Process: Marketing mix involves many crucial
decisions relating to.each element of the mix. The impact of the mix
would be the best when proper weightage is assigned to each element
and they are integrated so that the ¢ombined effect leads to the best
results.

. 2. Reviewed Constantly in Order to Meet the Changing
Regquirements: The marketing manager is required to constantly
review the mix and conditions of the market, and make necessary
changes in the marketing mix according to changes in the conditions
and complexion of the market.

3. Changes in External Environment: Changes keep on taking place
in the external environment. For many industries, customer is the most
fluctuating variable of environment. Customers’ tastes and preferences
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change very fast. Brand loyalty and purchasmg power too change over
a period of time. The marketing manager has to-carry out market

. analysis constantly to make necessary changes in the marketing mix. |

4. Changes taking place within the firm too necessitate changes
in marketing mix: Changes within the firm may take place due to
technologu:al changes, or changes in the product line, or changes in
the size and scale of operation. Such changes call for correspondent

. changes in the marketlng mix.

3.4. COMPONENTS OF MARKETING MiX

The marketing mix is one of the most famous marketing terms. The
marketing mix is the tactical or operational part of a marketing plan. The
marketing mix is also called the 4Ps and the 7Ps. The 4Ps are price, place,
product and promotion. The services marketmg mix is also called the 7Ps and
includes the addition of process, people and physical evidence.

According to Philip Kotler “Marketing mix is the set of controllable
variables that the firm can use to influence.the buyer’s response” The controllable
variables in this context refer to. the 4P’s [product, price, place {distribution

channel) and promotion]. Each firm strives to build up such a composition of

4P’s, which can create the highest level of consumer satisfaction and at the same
time meet its organizational objectives. Thus, this mix is assembled keeping
in mind the needs of target customers, and it varies from one organization to
another depending upon its available resources and marketing objectives.

Let us now have a brief idea about the four components of marketing mix.

Figure 3.1 displays the components of mixing.

,

Fig. 3.1. Components of market mixing: the 4Ps,

(@) Product: Product refers to a physical product or a service or an idea

"which a consumer needs and for which he is ready to pay. Physical*

products include tangible goods like grocery items, garments ete.
Services are intangible products which are offered and purchased by
consumers. Services may involve also an innovative idea on any aspect
of operation, Products are the key element of any marketmg mix, The
decisions concerning product may relate to:

(i) Product attributes
(¢1) Branding
(iii) Packaging and labeling
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(iv) Product support service : Marketing Mix

(v) Product mix and Marketing Plan
Product attributes: Prodﬁct_ att_ribﬁtgs refer to the quality, features
and design of the product. A product should serve the purpose for which NOTES

. it is made, in terms of utility and quality. In a competitive market,
products are differentiated on the basis of certain features or design.
For example, in the Whirlpool washing machine ‘Agitate wash’ is the
distinctive feature.

“Product means the goods-and-services combination the company offers to the
target market”, Kotler and Armstrong (2010)

Product can also take the form of a service like an air travel,
telecommunication, etc. Thus, the term ‘product’ refers to goods and
services offered by the organization for sale.

(b) Price:.Price is the amount charged for a product or service. It is the
second most important element in the marketing mix. Fixing the price
of the product is a tricky job. o

“Price is the amount the consumer must exchange to receive the offering”.
: Solomon et. al (2009)

Many factors like demand for a product, cost involved, consumer’s ability
to pay, prices charged by competitors for similar products, government
restrictions etc., have to be kept in mind while fixing the price. In fact,
pricing is a very crucial decision area as it has its effect on demand for
the product and also on the profitability of the firm.

(c) Place: Goods are produced to be sold to the consumers. They must be
made available to the consumers at a place where they-can conveniently
make the purchase. Woollens are manufactured on a large-scale _i:i
Ludhiana and you purchase them at a store from the nearby market
in your town. So, it is necessary that the product is available at shops
in youtr town. This involves a chain of individuals and institutions’
like distributors, wholesalers and retailers who constitute a firm’s
distribution network (also called a channel of distribution).

“Place includes company activities that make the product available to target
consumers”. Kotler and Armstrong (2010)

The organization has to decide whether to sell directly to the retailer i
or through the dlstnbutorslwholesaler etc. It can even plan to sell it ’ -
directly to consumers.

(d) Promotion: If the product is manufactured keeping the consumer needs
in mind, is rightly priced and made available at outlets convenient
to them but the consumer is not madé aware of its price, features,
availability ete., its marketing effort may not be successful.

“Promotion includes all of the activities marketers undertake to inform consumers
about their preducts and to encourage potential customers to buy these products™.

Solomon et. al (2009)
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Therefore, promotion is an important ingredient of marketing mix as it
refers to a process of informing, persuading and influencing a consumer
to make choice of the product to be bought. Promotion is done through
means of personal selling, advertising, publicity and sales promotion.
It is done mainly with a view to provide information to prospective
consumers about the availability, characteristics and uses of a product.
It arouses a potential consumer’s interest in the product, compare it
with competitors’ product and make his choice. The proliferation of print
and electronic media has immensely helped the process of promotion.
The following F'ig. 3.2 displays the 7Ps 1nc1ud1ng the addition of process,
people and physical evidence.

Place
* Retail
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e Useabllity -
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People
s Founders'

e Employees

* Culture e
» Customer senice;

PP’rocess
= Service delivery
« Complaints

@ Response time

_Fig. 3.2. Components of market mixing: the 7Ps.

1. Physical evidence: Physical evidence is the material part- of a service.
Strictly speaking there are no physical attributes to a service; so.a
consumer tends to rely on material cues. -

“The environment in which the service is delivered, and where the firm and customer interact,
and any tangible compunents that facilitate performance or communication of the service”.

Zeithaml et. al (2008)
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There are many examples of physical evidence, including some of the
following—buildings, equipment, signs and logos, annual accounts




Marketing Mix

and business reports, brochures, your website, and even your business and Marketing Plan
cards.

2. People' People are the most important element of any service or
experience. Services tend to be produced and consumed at the same NOTES

moment, and aspects of the customer experience are altered to meet
the individual needs of the person consuming it.

“All human actors who play a part in service delivery and thus influence the buyers’
_perceptions; namely, the firm’s personnel, the customer, and other customers irn the service
environment”, Zeithaml et. al (2008)

3. Process: There are a number of perceptions of the concept of process
within the business and marketing literature. Some see processes as a
“means of achieving an outcome, for example, to achieve a 30% market
share a company implements a marketing planning process. However,
in reality it is more about the customer interface between the business
and consumer and how they deal with each other in a series of steps

in stages, i.e., throughout the process.

" “Process is the a‘ctu@l procedures, mechanisms, and flow of activities by which the service is
delivered — thisservice delivery and operating systems”. . Zeithaml et, al (2008)

3.5. 4Cs OF MARKETING MIX

The 4Cs marketing mix definition seeks to turn traditional marketing
thinking on its head by looking at sales and marketing in a customer-centric
way as shown in Fig.3.2.- Instead of looking at how each aspect of marketing is
seen by the business, you look at these from the customer’s perspective.

Customer .
el S
(Product) rice). .

Fig. 3.3. 4Cs of marketing mix.

The point in using “4Cs” instead of “4Ps” is not an exercise in semantics.
Rather, key into the thinking behind the exercise which is to get you to see
things from your customers’ point of view.

1. Customer Value (Not Product): A product is somethmg you make
which people come and buy. However, today, you can no longer succeed
by making what you want and must instead find out what customers
want.

Focusing on customer value allows you to reset your perceptions
around what it is you are creating and bringing to the market, be it
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" a product, service or some other value, Everything begins and ends

with your customer and you exist to serve his/her needs. Value is what
your customer is concerned about, not you, your fabulous product or
anything else you do. Value is how you define marketing mix “products”

. and what you should seek to engage your customer with. It is the value

you provide that defines you in the marketplace.

. Cost (Not Price): Instead of thinking of price as something you charge

think of cost as something customers pay. This simple adjustment once
again opens up a whole new way of thinking about sales and marketing. _
When you define marketing mix cost you tune into the customer

dilemma of eciding how to spend limited money to satisfy unlimited
wants. Are you providing enough capital to compete effectively? Your

. motivation in going to market should not be to maximize your gain

but to maxirize customer value. Therefore, you should ask how you
can provide more for the same cost to the customer instead of asking
to make more profit from a product.

. Convenience (Not Place): The day is not far off when the majority

of shopping will not take place in shops or through the traditional

distribution channels of business. Your customers today are governed

by purchase when, where and how it is convenient to them.

Thinking about convenience not only allows you to open up to newer
ways of connecting with customers and distributing products, but helps
you shift into the mindset of providing an optimum overall experience
for customers. To define marketing mix in terms of convenience reminds
you that customers today are very busy and have many choices. It is no

. longer your right as a business owner but a privilege when customers

choose you. Make it as easy as possible for them to do so.

. Communication (Not Promotion): The final new market mix

definition replaces the traditional notion of “promotion” with
communication. This final concept of how you define marketing mix
from the customer’s perspective ties into creating interactive marketing
communication. “Promotion” takes you back to the days of mass
marketing which does not work anymore. Just like you cannot simply
build a “good product” and expect people to buy it, so customers no
longer believe everything you say at face value. Instead of virtuous

“pronouncement about how good your product or service is, customers

today seek to be engaged and have meaningful interactions with you.
You must therefore strive for two-way communication and building
relationships.

3.6.

INTRODUCTION TO MARKETING PLANNING
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The central point in planning for marketing decisions is the marketing
plan. Marketing plans are an essential component for all businesses. All
businesses that are successful have followed a plan. Their success did not happen
because of luck, it happened because the success was planned. A marketing -
plan helps estabhsh co-ordinate, and direct marketing efforts. It forces the

- organization to take a good, hard look at the market of your ﬁeld and what is



currently happening to it. Its a time to establish marketing goals and objectives, Marketing Mix
which can be later used for benchmarking yourself. Marketing plans help keep and Marketing Plan
the organization on the right track by following the guidelines it sets. It is also

critical when trying to borrow money, When an organization plans to allow you

to borrow money or invest in your organization, they require to examine your NOTES
business plan. The marketing plan is a critical part of the business plan.

3.7. MEANING AND DEFINITION OF MARKETING PLANNING

A marketing plan is a written document that summarizes what the
marketer has learned about the market place and indicates how the firm plans
to reach its marketing ohjectives. It is one of the most-important outputs of the
marketing process. Marketing plan and product planning is becoming more |
customer and competitor-oriented and is becoming a continuous process to
respond to rapidly occurring and changing market conditions.

“Marketing plans are developed for individual products, lines, brands, channels, or customer
.| . groups. The marketing plan is one of the most iniportant outputs of the marketing process”.

l:.’luhp thler )

“An effective marketing plan defines how and why the company is in business, what markets \
are good targefs for its products, and how customers should be pursued. With a marketing plan
in place, a company uses the plan to measure how effectively corporate goals have been met”.

Winchester

/

3.8. ELEMENTS OF MARKETING PLAN

- The marketing plan is often a complex and diverse document that examines
many areas. For most.plans the key components found in the document include:
1. Organizational Mission: Represents the guiding force of an
organization by identifying the long-run vision for what the
organization hopes to achieve: The mission comes from the top leaders

of the organization and often remains unchanged for many years.

2, Executive Summary and Table of Contents: The marketing
plan should open with a brief summary of the main goals and
recommendations. A table of contents outlines the rest of the plan and
all the supporting and operational details.

‘8. Situation Analysis: This section presents relevant background data
on sales, costs, the market, competitors and various forces in the macro-
environment. All this information is used to carry out SWOT analysis.

4. Marketing Strategy: Achieving objectives requires the marketer to
engage in marketing decision-making which indicates where resources
(e.g., marketing funds) will be' directed. However, before spending

* begins on individual marketing decisions (e.g., where to advertise) the
marketer needs to establish a general plan of action that summarizes
what will be done to reach the stated objectives.

5. Marketing Strategy: Here, the product manager defines the mission
and marketing and financial objectives. The manager also defines those
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groups and needs that the market offerings are intended to satisfy, The
manager then establishes the product lines competitive positioning
which will inform the game plan to accomplish the plan’s objectives.

6. Financial Projections: Financial projections include a sales forecast,
an expense forecast and a break-even analysis on the revenue side, the
projections show the forecasted sales volume by month and product
category. On the expense side, the projections show the expected costs
of marketing.

7. Implementation Control: This section outlines the controls for
monitoring and adjusting implementation of the plan. Typically
the goals and budgets are spelled out for each month or quarter so
management can review each period’s result and take corrective actions
as needed.

3.9. PROCESS OF MARKETING PLAN

Careful planning increases the chances of successfully accomplishing
what you set out to achieve. The principles of good planning can be applied to
almost any prOJect arid remain the same irrespective of the task. However, the

outcome of planning, the plan, can differ according to the nature and purpose of '
| the task. There are three stages in the process of preparing a marketing plan.

1. Reviewing your Overall Strategy: The first involves reviewing
your overall strategy to confirm the definition of your target customer
and decide on the positioning strategy you want to adopt. Positioning
is generally concerned with how you differentiate your products and
services from those of your competitors.

2. Determine the Impact of your Targeting and Positioning -

Decisions: The next step is to determine the impact of your targeting
and positioning decisions on your strategy for the marketing mix.
The marketing mix deals with such issues as produet specification
and development, pricing policies, delivery systems (place) and
promotional activity, and is sometimes referred to as ‘the 4Ps’. By
this point you will be making decisions that indicate the need for specific
action to be taken which, in turn, have implications for the operational
resources you will need.

3. Review these Needs and Prepare an Action Plan: The last step
is to reviéw these needs and prepare an action plan that states, using
‘action-oriented’ statements, what will be done and when preferably
with allocated responsibilities for each task.

‘When you have formulated your marketing plan it can be helpful to
produce a written document. Actually writing out the plan and including
justification for intentions will help crystallize your thinking and ensure that
you have covered all the important points. If you will be seeking external finance
to support your marketing development, any potential patron will insist on a

| written plan possibly as part of an overall business plan, The core elements of

a marketing plan are;

¢ Description of the products andfor services you intend to sell—what
" they do, how they work, the customer benefits'they offer and how they
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differ from those of the competition. It may be helpful to incorporate Marketing Mix

here or possibly as a separate section, a description and analysis of your and Marketing Plan
chosen market including market size, market structure, competitors
-and market trends. :
NOTES

» Definition of your target customers, including an explanation of why
you believe they will buy your products/services—the benefits they
seek and the reason why they are likely to choose your products in

_preference to those of your competitors. .

* A section dealing with each element of the marketing mix stating what
you will do and why.

¢ An assessment of the resource implications of your p1an—add1t1onal
people, equipment, etc.—noting why you need them and the costs
involved.

¢ Summary action plan time-table._

3.10. IMPORTANCE OF MARKETING PLAN

A marketing plan clarifies the key marketing elements of a business and
maps out directions, objectives and activities for the business and its employees.
The marketing plan draws on the broader perspectives outlined in a firm’s |
business plan. The business plan states how a company will take a product
idea and transform that into a commercially viable proposition. The marketing
plan focuses on issues related to the 4Ps: product, price, promotion and place.

Addressing these issues and putting them into written form can be useful
for a business owner, in that it forces them to analyze their business. It can
be good for employees, as the marketing plan can prov1de them with essential
orientation and be a source of motivation.

1. Plan for Expenses. While there are many free and low cost ways to
market your business, some marketing costs money. How much are you
willing to commit to your total marketing budget? What is a realistic
number for all the marketing activities you hope to accomplish?

2. Understand your Target Market: One of the biggest mistakes
small-business.owners make is that “everyone” is their target market.
There’s no one product or service that appeals universally. Even Coca-
Cola, which targets most people and whose products are available
virtually everywhere, has different marketing messages and different
products they advertise to different market segments. Decide who is
most likely to buy from you. Who are they and what factors influence
their decision to buy? Look at their demographics. How old are they?
Are they married? What is their income level? Where do they live?
What job titles do they have? Next, look at their psychographics. Why
do they buy? What problems do they want solutions to? How critical is
the problem? You can have multiple target markets, but keep in mind
that you will need a separate marketing campaign for each market. It'’s
better to stick with one, initially, and expand as your company grows.

3. Determine what Media to Use: Which marketing tactics (direct |
mail, word of mouth, newspaper/magazines, TV, radio, internet) you
use depends on your marketing budget and your target audience.

+

Self-Instructional Material 37




Marketing
© Management

NOTES

Choose one to start with,-get your campalgn working, and start
bringing in customers. Once you have one marketmg campaign in
place, add another. If you try to manage too msf{ny things at one time,
you dramatically limit the time, money and resources you can devote
to each.

- Stick to a Bchedule: Too many business owners get trapped in a

vicious cycle. They start marketing when business is slow. Then, either
because of their marketing campaign or because someone referred them
business, they end up with a client or two. All marketing halts as they
focus their attention on serving their clients. As the client projects come
to an end, the business owner realizes he or she is in the same boat as
before—with: no prospects—so he or she starts marketing again. And
the cycle repeats. For your marketing to be successful, you need o stick
to a schedule and keep your marketing activities gomg through slow
and busy times.

SUMMARY

3% Self-Instructional Material

The basic task of marketing is the delivery of product(s) to consumers
so that their needs are fulﬁlled and or gamzatlonal obJect1ves are also
achieved.

In the general way, marketing mix means mixing of various marketing
policies to achieve success in marketing. ) _
The marketing mix is the tactical or operational part of a marketing
plan. The marketing mix is also called the 4Ps and the 7Ps. The 4Ps
are price, pldace, product and promotion. The services marketing mix
is also called the 7Ps and 1ncludes the addition of process, people and -
physical evidence. .

Product refers to a physical product or a service or an idea which a
consumer needs and for which he is ready to pay.

Product attributes refer to the quality, features and design of the
product.

Price is the amount charged for a product or service.

Goods are produced to be sold to the consumers. They must be made’
available to the consumers at a place where they can conveniently

- make the purchase.

If the product is manufactured keeping the consumer needs in mind,
is rightly priced and made available at outlets convenient to them but -
the consumer is not made aware of its price, features, availability etc.,

- 118 marketing effort may not be successful.

The 4Cs marketing mix definition seeks to turn traditional marketing
thinking on its head by looking at sales and marketing in a customer-
centric way as shown in Fig,3.2.

The central point in planning for marketing decisions is the marketing
plan: Marketing plans are an essential component for all businesses.
“Marketing plans are developed for individual products, lines, brands,
channels, or customer groups. The marketing plan is one of the most
important outputs of the marketing process”. Philip Kotler




» A marketing plan clarifies the key marketing elements of a business
and maps out directions, objectives and activities for the business and
its employees. The marketing plan draws on the broader perspectives
outlined in a firm’s business plan.

REVIEW QUESTIONS

Al ol L

NS

Explain the meaning and definition of market mix. -
What are the main features of market mix?

Describe the different components of marketing mix.

Explain the 4Cs of marketing mix. |

What is marketing planning? Explain the different types of marketing
plan.

Describe the elements of marketing plan.
Explain the process of marketing plan.
Define the importance of marketing plan.

Marketing Mix
and Marketing Plan

NOTES
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MARKET SEGMENTATION,
TARGETING AND POSITIONING

STRUCTURE

4.1. Introduction

4.2. Meaning and Definition of Market Segmentation

4.3. Market Seginentation Objectives

4.4. Bases of Market Segmentation

4.5. Levels of Market Segmentation v

4.6. Importance of Market Segmentation

4.7. Market Taryeting

4.8. Meaning.and Definition of Market Targeting
4.8.1. Evaluating Market Segments
4.8.2. Selecting Market Segment(S)

4, 9 Selection of Target Segments

4.10. Targeting Strategies

4,11, Positioning

4.12. Meaning and Definition of P051t10n1ng

4.13. Steps to Product Positioning

4.14. Positioning Strategies

Summary

Review Questions

4.1. INTRODUCTION

In today’s world of globalization, marketing has become a very irhportant
medium for running and maintaining business at national as well as international
level. If you are inio some business or a consultant of business, you must be
aware of what marketing is and what the importance of market is. A market is
basically a place where business persons exchange goods with capital or some
other goods.

The chapter begins by identifying the underlying principle of market
segmentation. Market segmentation is. the starting step in applying the
marketing strategy. In this process the marketer is meeting the expectations
of the consumers, On the basis of segmentation, the company will prepare and
follow different marketing programs for different segments to ensure better
customer relationship.
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- A market consists of large number of individual customers who differ in
terms of their needs, preferences and buying capacity. Therefore, it becomes
necessary to divide the total market into different segments or homogeneous
customer groups. Such division is called market segmentation. They may have
uniformity in employment patterns, educational qualifications, socio-ecconomic
status, preferences, etc. Market segmentation enables the entreprencur to
match his marketing efforts to the requirements of the target market. Instead
of wasting his efforts in trying to sell to all types of customers, a small-scale unit
can focus its efforts on the segment most appropriate to its market.

4.2, MEANING AND DEFINITION OF MARKET SEGMENTATION

Market segmentation is the technique used to enable a business to better
target its products at the right customers. It is about identifying the specific
needs and wants of customer groups and then using those insights into providing
products and services which meet customer needs.

(" “Market segmentation is the process whereby producers organize their knowledge of w
customer groups and select for particular attention, those whose needs and wants
9 they are best able to supply with their products”. Victor T.C., Middleton )

(" “Market segmentation is the process of dividing a total market into market h

groups consisting of people who have relatively similar product rieeds, tastes, and
preferences. The purpose is to design a marketing mix strategy that more precisely
\_ matches the needs of individuals in o selected market segment(s)”. )

Market segmentation is a method of dividing a large market into smaller
groupings of consumers each having common needs or behaviour. We have two
types of markets:

(i) Homogeneous market: A market in which people or organization has
similar characteristics.
(if) Heterogeneous market: A market in which people or organizations
have different characteristics.

‘Segments are usually measured in terms of sales value or volume. As
shown in Fig. 4.1 segment B is twice the size of segment C.

Segment
D

Fig. 4.1. Market segmentation.

Market Segmentation,
Targeting and Positioning

NOTES
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Markering Why do businesses need to segment their markets? Because customers
Management dlffer in the:
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Benefits they want. .

Amount they are able to or willing to pay.

Media (e.g., television, newspapers, and magazines) they see.
Quantifies they buy.

Time and pliice that they buy. -

| 4.3. MARKET SEGMENTATION OBJECTIVES

In general, segmentation has the main objective to improve the competitive
position of businesses. It provides better service to consumers. In addition to
these main objectives are—boost sales; improve market share, to communicate,
better promotion, and strengthening the image. At least there are five advantages
to be gained by doing.market segmentation, namely:

1.

Designing ’roducts that are More Responsive to Market Needs:
The company puts the customer in the first place, and adjusts products
to satisfy them and achieve customer satisfaction at a profit.

. Analyze Market: Segmentation market is helping executives to detect

anyone who attacked its product market.

. Assess Opportunities: After analyzing thée market, companies that

master the concept of segmentation will be on the lookout for the idea
to find oppoitunities. This opportunity is not always something that
big, but in its time would be great. :

Mastering the Position of Superior and Competitive: A company
that controls segments well is generally well aware of their customers.

‘Companies understand the shifts that occurred in the segment.

Determining Effective Communication Strategies: After learning
about the targeted segment, the company will determine how to
communicater effectively with the targeted segments

4.4. BASES OF MARKET SEGMENTATION

42 Self-Instructional Material

There are various methods (or “bases”) a business can use to segment a
market. Some of the most popular are summanzed in Fig. 4.2.

Demographics Geographic .| Secio-cultural

» Market
sagmentation

Buying behaviour Psycho-graphics

Fig. 4.2. Bases of segmentation.



The brief description of these bases are as follows: Market Segmentation.

1. Geographic Segmentation: Geographic segmentation calls for Targeting and Positioniing
dividing the market into different geographical units such as nations,
regions, countries, cities or neighbourhood. One of the major geographic
segmentation in India is the division of rural and urban areas. The
need to segment the market geographically becomes clearer when we
look at some of the characteristics of the market. In India, there are
more than 5,000 towns and over 6, 37,000 villages. Nearly 88% of these
villages have a population of less than 2,000 people. This variation in
population is important for the marketer while formulating marketing
strategy and plans.
In addition to this products penetration, income levels and availability
of infrastructure like roads and electricity make the task of geographic
segmentation important.
For most products, penetration levels in rural areas are Iower than
in urban areas. Income and lifestyle issues influence the penetration
rate of products and services, for example, haais and mandis seérve
important roles in the exchange of goods and services in rural areas.

2. Demographic Segmentation: In demographic segmentation, the
market is divided into groups on the basis of variables such as age,
family size, family life cycle, gender, income, occupation, education,
religion, race, generation, nationality and social class.

(i) Age and life cycle stage: Consumer wants and abilities change
with age, e.g., Hindustan Unilever introduced Pears soap in pink
colour-especially for children. Johnson and Johnson. Baby Powder
and Taleum Powder are classic examples of products for infants and
children. Television channels in India indicate the segmentation
based on age and life cycle. There are channels like Aastha and
Sanskaar which target the old generation, cartoon network, Disney
are channels for children ete.

(z1) Gender: Men and women have different behavioural orientation.
Gender differentiation has been long applied to product categories
such as clothing, cosmetics and magazines, e.g., Axe deodorant is
positioned as a masculine product. Park Avenue from Raymond is
positioned as a masculine brand. Bajaj wave is a brand specifically
designed for women in the scooter segment.

(i1i) Income: Income segmentation.is a long standing practice in
a variety of products and services and is a basic segmentation
variable, e.g., Nirma Washing Powder was launched as the lowest
priced detergent in India primarily targeted at the middle income
group. Markets for many consumers’ products in India arc showing
rapid growth due to low unit price packaging.

(iv) Generatiomn: Each generatmn is profoundly influenced by the time
in which it grows—musie, movies, and politics.
(v) Social class: Social class has a strong influence on preference in

cars, clothing, home, furmshlnds leisure activities, reading habits,
retailers etc.

NOTES
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3. Psychographic Segmentafion In psychographic segmentation,

elements like personality traits, attitudes, lifestyle and value system
form the base. The strict norms that consumers follow with respect to
good habits or dress codes are representative examples, e.g., McDonald’s
changed their menu in India to adapt to consumer preference. The
market for wrist watches provides example of segmentation. Titan-
watches have a wide range of sub-brands such as Raga, Fast Track,
Edge etc. Instant noodle marks, include fast to cook food brands such
as Maggi, Top Ramen. Femina, a women’s magazine is targeted at
modern woren.

. Behavioural Segmentation: Markets can be segmented on the

basis of buyer behaviour as well. The primary idea in buyer behaviour
is that different customer groups expect different benefits from the

" same product and accordingly they will be different in their motives

in owning it. In buyer behaviour based segmentation also, several sub-
factors form the basis, e.g., purchase occasion can be one base, buyers
can be segmented on the basis of whether they are regular buyers or
special occasion buyers. Degree of use can be another base, they can
be segmented on the basis of whether they are light, medium or heavy
users of the product or whether they are enthusiastic or indifferent or
negative towards the product.

. Volume Seyrmentation: The division of a market into segments on the

basis of the varying volume of demand for the produect by individuals,
groups or types of customers, typically, the segment is ranked to denote
heavy usage, medium usage or light usage.

4.5. LEVELS OF MARKET SEGMENTATION

Self-Instructional Material

There are four levels of segments:
1. Segment Marketing: A market segment consists of a large identifiable

group within a market, with similar wants, purchasing power,
geographical location, buying attitudes, or buying habits. For example,
an automaker may identify four broad segments in the car market:
buyers who are primarily seeking (1) basic transportation, (2) hlgh
performance, (3) luxury, or (4) safety

Because the needs, preferences, and behaviour of segment members '
are similar but not identical; Anderson and Narus urge marketers to
present flexible market offerings instead of one standard offering to
all members of a segment. A flexible market offering consists of the
product and service elements that all segment members value, plus.
options (for an additional charge) that some segment members value.
For example, Delta Airlines offers all economy passengers a seat,
food, and soft drinks, but it charges extra for aleoholic beverages and
earphones. : .
Segment marketing allows a firm to create a more fine-tuned product
or service offering and price it appropriately for the target audience.
The choice of distribution channels and communications channels
Jbecomes much easier, and the firm may find 11: faces fewer competitors
in certain segments.

hY



2. Niche Marketing: A niche is a more narrowly defined group (typically ~_Market Segmentation,

a small market whose needs are not being well served). Marketers Targeting and Positioning
usually identify niches by dividing a segment into sub-segments or by
defining a group seeking a distinctive mix of benefits. For example, a
‘tobacco company might identify two sub-segments of heavy smokers: NOTES
those who are trying to stop smoking, and those who don’t care. -
In an attractive niche, customers have a distinct set of needs; they
will pay a premium to the firm that best satisfies their needs; the
niche is not likely to attract other competitors; the niche gains certain
economies through specialization; and the niche has size, profit, and
growth potential. Whereas segments are fairly large and normally
attract several competitors, niches are fairly small and may attract
only one or two rivals. Still, giants such as IBM can and do lose pieces
of their market to niches.

3. Local Marketing: Target marketing is leading to some marketmg
programs that are tailored to the needs and wants of local customer
groups (trading areas, neighbourhoods, even individual stores).
(Citibank, for instance, adjusts its banking services in each branch
depending on neighbourhood demographics; Kraft helps supermarket
.chains identify the cheese assortment and shelf positioning that will
optimize cheese sales in low-income, middle-income, and high-income
stores and in different ethnie neighbourhoods.

Those favouring local marketing see national advertising as wasteful
because it fails to address local needs. On the other hand, opponents
argue that local marketing drives up manufacturing and marketing costs
by reducing economies of scale. Moreover, logistical problems become
-magnified when companies try to meet varying local requirements, and
a brand’s overall image might be diluted if the product and message

. differ in different localities.

4, Individual Marketing: The ultimate level of segmentation leads to
“segments of one,” “customized marketing,” or “one-to-one marketing”.
For centuries, consumers were served as individuals: The tailor
made the suit and the cobbler designed shoes for the individual.
Much business-to-business marketing today is customized, in that a
manufacturer will customize the offer, logistics, communieations, and
financial terms for each major account.

4.6. IMPORTANCE OF MARKET SEGMENTATION

Market segmentation allows a marketer to take a heterogeneous market
and cut it up in to one or more homogeneous markets which are made up
of individuals or organizations with similar needs, wants and behavioural §
tendencies. A market is the aggregate of consumers of a given product and
consumers vary in their characteristics buying behaviour. It is feasible to-
disaggregate the consumers into segments in such a manner that in needs
characteristics and buying behavmur the members vary significantly among
segments. Segmentation benefits the marketer as:
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1. Proper Choice -of Target Market: Segmentation helps in
distinguishing one customer group from another and thereby allows
him to decide which segment should form his target market.

2, Taping of the Market, Adopting the Offer to the Target:
Segmentation also enables the marketer to crystallize the needs of the
target buyvers. It also helps him to generate an' accurate prediction of
the likely responses from each segment of the target buyers, e.g., Ford
Strategy. Through segmentation car manufacturers have gained useful
insights on the product features to be provided to different segments
of car buyers.

3. Marketing Effort More Efficient and Economic: Segmentation
makes the marketing effort more efficient and economic. It ensures
that, the marketing effort is concentrated on well defined and carefully
chosen segments. After all, the resources of any firm are limited and
no firm can normally afford to attack and tap the entire market.

4. Benefits the Customer as Well: It helps to achieve the specialization
required in product, distribution, promotion and pricing for matching
the custoiner group and developing marketmg offers. Therefore, to
compete more effectively, many companies go for target marketing
which can establish and communicate the distinctive benefits of the
company’s market offering. This process is called market segmentatmn
e.g., Global Marketing has identified 40 different customer needs and
40 different market segments in which 1t would be present with its
vehicle.

4.7. MARKET TARGETING

Marketing concept holds that the key to achieve organizational goals
consists in determining the needs and wants of target markets and delivering
the desired satisfactions more effectively and efficiently than the competitiors.

. It is not possible for a marketer to have similar strategies for product

| promotion amongst all individuals. Kids do not get attracted towards products

meant for adults and vice versa. Every segment has a different need, interest
and perception. No two segments can have the same ideologies or requ1re a
snnllar product.

Target marketing refers to a concept in marketing which helps the
marketers to divide a market into small units comprising like minded people.
Such segmentation helps the marketers to design specific strategies and
techniques to promote a product amongst its target market. A target market
refers to a group of individuals who are inclined towards similar products and
respond to similar marketing techniques and promotional schemes.

4.8. MEANING AND DEFINITION OF MARKET TARGETING

Targeting is defined as a group of people or organizatione for which an
organization designs, implements and maintains the marketing mix. Once
the bases for segmentation are selected, you have to 1dent1fy the people or

organization to which the product is meant for
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“Market targetmg is made up of evaluatwn of market segment and selectzon of
market segment/segments to be in”.

Target marketing refers to a concept in marketing which helps the
marketers to divide the market into small units comprising like minded people.
" Such segmentation helps the marketers to design specific strategies and
techniques to promote a product amongst its target market. A target market
refers to a group of individuals who are inclined towards similar products and
respond to similar marketing techniques and promotional schemes.

4.8.1. Evaluating Market Segments
The market segments may be evaluated on the basis of the following:

1. Segment Size and Growth: The company must collect and analyze
data on current Rupee sales, projected sales-growth, and expected profit
margins for each market segment.

2. Segment Structural ‘Attractiveness: Long—run attractiveness
includes an assessment of current and potential competitors, the threats
of substitutes, and the power of buyers and suppliers.

3. Company Objectives and Resources: The company’s resources and
core business strengths should also fit well with the market segment
opportunities.

4.8.2. Selecting Market Segment(s)

1. Undifferentiated Marketing: This strategy uses the same marketing
mix for the entire market.
2. Differentiated Marketing: This strategy targets several market
segments and designs separate marketing mixes for each of them.
3. Concentrated Marketing: This strategy commits a company to
pursue a large share of one or more sub-markets.
4. Choosing a Market-coverage Strategy: Which strategy works
best depends upon the company’s resources, the degree of product
- variability, stage in the product life cycle, market varlablhty and the
competitors’ marketing strategies.
The attractiveness of target marketing is that it makes the promotion,
pricing and distribution of your products and/or services easier and more cost-
effective. Target marketing provides a focus to all of your marketing activities.

4.9. SELECTION OF TARGET SEGMENTS

After evaluating different segments, a company must decide which/how
many segments fto service/target. A company may consider any pattern(s) of
target market selection. Depending upon the emerging patterns of market
segmentation, homogeneous preference as in case of soft drinks sale by Pepsi
and Coca-Cola, diffused preference and clustered preference, a company chooses
its market segmentation strategy.

Market Segmentation,
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4.10. TARGETING STRATEGIES

Once a firm has identified the market segments it wishes to target, it
needs to develop effective targeting strategies for these segments. Targeting

-strategies tend to follow certain methods to maximize their effectiveness. These

are as following: .

1. Single Segment Strategy: A single segment strategy involves the
firm choosing its single preferred market segment and targeting it
with a single marketing mix, aimed at serving the segment as much
as possible. This is generally chosen by a smaller firm, or one which
has only lociited one attractive market segment.

2. Selective Specialization: This is a multiple-segment strategy, also
known as a differentiated strategy. Different marketing mixes are
offered to different segments. The product itself may or may not be
different—in many cases only the promotional messages or distribution
channels vary. '

3. Product Specialization Strategy: A product specialization strategy
occurs when a firm possesses a particularly attractive product, and
hence tailors it to a variety of feasible market segments.

4. Market Spocialization Strategy: A market specialization strategy
involves a {irm which finds one market segment very attractive,
and hence that segment has a variety of different products. This is
often done by a firm to fill up a segment, and hence discourages any
competitors from entering.

5. Full Market Coverage: It occurs when a firm tries to serve all
' segments in an entire market. This does not always imply a mass
market strategy; instead a firm can offer a variety of marketing mixes

" to every major segment in a market. This is what many supermarket
chains have attempted with their value, standard and premium ranges.

The following diagrams in Fig. 4.3 show examples of the five market
selection patterns given three market segments S1, S2, and S3, and three
products P1, P2, and P3.

Single Selective Product . Market Full market

segment’ specialization -specialization specialization Coverage
S S S Sy 8 § Sy S; S S 8§ S Sy S S
P, P, ' P, P, A RRE
P, P, [Py Py P, |
Py P; Pi Py Py

Fig. 4.3. Five market selection patterns.

A firm that is seeking to enter a market and grow should first target the
most attractive segment that matches its capabilities. Once it gains a foothold, it
can expand by pursuing a product specialization strategy, tailoring the product
for different segments, or by pursuing a market specialization strategy and
offering new products to its existing market segment.
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Another strategy whose use is increasing is individual marketing, in
which the marketing mix is tailored on an individual consumer basis. While in
the past impractical, individual marketing is becoming more viable thanks to
advances in technology.

4.11. POSITIONING

Positioning follows on logically from the segmentation and targeting
stages. Customer perceptions are central to the product position especially in
relation to the competition’s offering. The product or service has to satisfy key
customer requirements and this has to be clearly communicated to customers.

4.12. MEANING AND DEFINITION OF POSITIONING

Positioning is the last stage in the segmentation targeting positioning
cycle. Once the organization decides on its target market, it strives hard to create
an image of its product in the minds of the consumers. The marketers create a
first impression of the product in the minds of consumers through positioning.

“The process of creating an image of a product in the ‘minds of the consumers is
called positioning. Positioning helps to create first impression of brands in the
minds of target audience”.

In simpler words positioning helps in creating a perception of a product or
service amongst the consumers. Example: The brand “Bisleri” stands for purity.
The brand “Ceat Tyre” stands for better grip.

As the companies increase the number of claims for their brand, they risk

disbelief and a loss of clear positioning. In general, a company must avoid four |

major positioning errors.
1. Under Positioning: Some companies discover that buyers have only
a vague idea of the brand. The brand is seen as just another entry in
a crowded marketplace.
Overpositioning: Buyers may have too narrow image of the brand.
3. Confused Positioning: Buyers might have a confused image of
the brand resulting from the company’s making too many claims or
changing the brand’s positioning too frequently. '
4. Doubtful Positioning: Buyers may find it hard to believe the brand
"~ claims in view of the product’s features, price or manufacturer.

o

4.13. STEPS TO PRODUCT POSITIONING

Marketers with the positioning process try to create a unique identity of
a product amongst the customers: ' )

1. Know your Target Audience Well: It is important to identify the
target audience and then understand their needs and preferences. The
products must fulfill the demands of the individuals. Every individual
has different interests, needs and preferences. No two individuals can
think on the same lines.

Market Segmentation,
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. Identify the Product Features: The marketers themselves must

be well aware of the features and benefits of the products. A marketer
selling Samsung phones should himself also use a Samsung handset
for the customers to believe him.

. Unique Selling Propositions: The marketers must themselves know

what best their product can do. Every product should have unique
selling propositions, at least some features which are unique. Find out
how the products can be useful to the end-users? For example, why do
people use “Anti-dandruff shampoo?”

Anti-dandruff shampoos are meant to get rid of dandruff. This is how
the product is positioned in the minds of the individuals. Unique Selling

Propositions (USPs) of a Nokia Handset—Better battery backup.
. Know your Competitors: A marketer must be aware of the

competitor’s offerings. Let the individuals know how your product is
better than the competitors. Let the target audience know how your
product is better than others.

. Never Compromise on Quality: Do not drastically reduce the price

of your preducts. A Rado watch would lose its charm ifits price is equal

to a Sonata or a Maxima Watch.

4.14. POSITIONING STRATEGIES
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Positioning strategies has developed'a unique model for anzilyzing a
product or company pos1t1on1ng strategy challenge Positioning strategIes are
shown in Fig. 4.4.

Differentiation

Risk

D>>> Vison

Competli:on

Fig. 4.4. Positioning strategies.

1. Vision: Vision is a term too often misapplied. To us, a market vision

is always “the route to an alternative future”. Visionary companies
describe an unexpected future and define the benefits: of change for
customers. These are not the familiar benefits 'of the expected futire.
Instead, they are the new, superior benefits of the alternative future.
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. Competition: It is always necessary to think about other vendors
currently or potentially going for the revenue we seek. It is vital to
determine the positioning options that competitors have taken or soon

. will. For purposes of positioning, there is no point to analyze competitors
beyond defining what your company can or could — do better than they
do.

. Risk Profile: Customers of technology companies, especially companies
serving emerging categories, take a certain amount of risk. Sound
positioning is the best way to reduce a prospect’s perceived risk of
doing business with you. One key is demonstrating how a company’s
product roadmap aligns with its segment penetration roadmap. That
is, showing who gets what additional value and when they get it.
. Differentiation: Achieving differentiation requires more than the
expression of a positioning goal. A company must define for itself a space
where it provides unique value. In part, that requires a willingness
to accept limits. Positioning success requires discipline, both for
strategically focusing company resources, as well as for foregoing
opportunities that are not on-strategy. The business model 1rnpl1cat1ons
of strategy options must be explicit.

SUMMARY

Market segmentation is the technique used to enable a business io
better target its products at the right customers.

Market segmentation is a method of dividing a large market into smaller
groupings of consumers each having common needs or behaviour.

In general, segmentation has the main objective to improve the
competitive position of businesses. It provides better service to
consumers. In addition to these main objectives are—boost sales,
_ improve market share, to communicate, better promotion, and
strengthening the image.

Market segmentation allows a marketer to take a heterogeneous
market and cut it up in to one or more homogeneous markets which
are made up of individuals or organizations with similar needs, wants
and behavioural tendencies, A market is the aggregate of consumers
of a given product and consumers vary in thelr characteristics buying
behaviour.

Marketing concept holds that the key to achieve organizational goals -

consists in determining the needs and wants of target markets and
delivering the desired satisfactions more effectively and efficiently
than the competitiors. '
Positioning follows on loglcally from the segmentation and targeting
stages. Customer perceptions are central to the product position
especially in relation to the competition’s offering. The product or
service has to satisfy key customer requirements and this has to be
clearly communicated to customers.
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Explain the nieaning and definition of market segmentation.

What are the major market segmentation objectives?

Describe the bases of segmentation marketing. :
What do you mean by geographic segmentation and demographic
segmentation? - ' )

What is the difference between psychographie segmentation and -
behavioural segmentation?

Explain the different levels of market segmentation.

Explain the iinportance of market segmentation.

What is the meaning and concept of positioning?

Explain the different steps to product positioning.

Explain the various positioning strategies.
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5 ' - NOTES

CONSUMER BEHAVIOUR

| 5.1. Introduction

5.2. Meaning and Definition of Consumer Behaviour
5.2.1. Opinion Leaders and Opinion Seekers
5.3. Characteristics of Consumer Behaviour
5.4. Types of Consumer Buying Behaviour
5.5. Importance of Understanding Consumer Behaviour
5.6. Determinists of Consumer Behaviour '
5.7. Process of Buying Decisions
5.8. Cognitive Dissonance
5.9. Consumer Behaviour Models
5.9.1. Howard—Sheth Model
5.9.2. Nicosia Model
5.9.3. The Learning Model
5.9.4. The Economic Model
5.9.5. The Psycho-Analytical Model
5.9.6. The Sociological Model
Summary
Review Questions

- 5.1. INTRODUCTION

Consumers are individuals, households or businesses who use the
products. Most products eventually end up in private households even though
they will pass through a number of steps on their way from producer to end user.
Producers and traders form vertical chains or networks, called value chains, at
the end of which are the consumers. Understanding consumer behaviour is not
only important for the producer but for all the other players in the chain. The
value that the consumer puts on the goods or services limits what everyone else
can get from the value chain:

Management is the youngest of sciences and oldest of arts and consumer
behaviour in management is a very young discipline. Various scholars and
academicians concentrated on it at a much later stage. It was during the 1950s,
that marketing concept developed, and thus the need to study the behaviour
of consumers was recognized. Marketing starts with the needs of the customer
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and ends with his satisfaction. When everything revolves around the customer,
the study of consumer behaviour becomes a necessity It starts with the buying
of goods. Goods can be bought individually, or in groups. Goods can be bought
under stress (to satisfy an immediate need), for comfort and luxury in small
quantities or in bulk. For all this, exchange is required. This exchange is usually
between the seller and the buyer. I can also be between consumers.

5.2. MEANING AND DEFINITION OF CONSUMER BEHAVIOUR

Consumer behaviour can be defined as the decision-making process and
physical activity involved in acquiring, evaluating, using and disposing of goods
and-services. This definition clearly brings out that it is not just the buying of
goods/services that receives attention in consumer behaviour but, the process

. starts much before the goods have been acquired or bought. A process of buying

starts in the minds of the consumer, which leads to the finding of alternatives
between products that can be acquired with their relative advantages and
disadvantages. This leads to internal and external research. Then follows a
process of decision-making for purchase and using the goods, and then the post
purchase behaviour which is also very important, because it gives a clue to the
marketers whether his product has been a successful one or not.

In another word, consumer behaviour can be defined as the behaviour of
individuals in regard to acquiring, using, and disposing of products, services,
ideas or experiences. Consumer behaviour also includes the acquisition and use
of information. Thus, communication with consumers and receiving feedback
for them is a crucial part of consumer behaviour which is of great interest to
marketers. - .

5.2.1. Opinion Leaders and Opinion Seekers

One of those peo ple who deal with informal product related communication,
usually provides information about a product or product category, whether it
would be useful to buy, how it would be used etc. He would also offer advice as
to which of several brands is the best and from where it should be bought. This -
person is known as the Opinion Leader and the process is known as Opinion
Leadership. The people who form the audience and 11sten to him are called
Opinion Receivers.

In other cases, prior to a purchase, people could approach an Opinion
Leader and request him for information and advice about the product category.
and/or about brands. That is, the Opinion Leader would provide information
only when asked for. In such cases, the persons (audiencefor the receiver of
information) are known as Opinion Seekers. Individuals who on their own seek
information and advise about products and brands are called Opinion Seekers.

5.3. CHARACTERISTICS OF CONSUMER BEHAVIOUR

Consumer behaviour attempts to understand the buyer decision-making
process, both individually and in groups. It studies characteristics of individual

‘consumers such as demographics and behavioural variables in an attempt to

understand what people want. It also tries to assess influences on the consumer
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from groups such as family, friends, reference groups, and society in general. Consumer Behaviour
The various variables which attempt to influence consumers are as follows:

1. Demographics Variables: These are current statistical characteristics.
of a population. These types of data are used widely in sociology, public
policy, and marketing. Commonly examined demographics include
gender, race, age, disabilities, mobility, home ownership, marital status,
employment status, and even location. Demographic trends describe
the historical changes in demographics in a population over time, for
example, the avérage age of a population may increase or decrease over

" time. Both distributions and trends of values within a demographic
variable are of interest. Demographics are about the population of a
region and the culture of the people there.

2. Behavioural Variables: The behavioural variable of market
segmentation groups consumers in terms of occasions, usage, loyalty |
and benefits sought. This is based on the way different consumers
respond to, use or know a product or service. The variable of occasion
simply means the occasion on which a product or service is consumed
or purchased. The behavioural variable includes:

(i) Attitudes: It represents what consumers like and dislike. An
attitude is a lasting general evaluation of something—it has
knowledge of that something, liking or disliking, and the strength
of the feelings. They are lasting, but changeable. They help to direct
behaviour—e.g., do you recycle cans?

(i) Motivation: People are motivated by many things, some positive,
others not. Some motivating factors can move people only for a
short-time, like hunger which will last only until you are fed. Others
can drive a person onward for years. Motivation is the driving force
within individualsthat forces them to take action. Motivation is
the activation or energization of goal-oriented hehaviour.

(ti1) Perceptions: Perception can be described as “how we see the world
around us”. All the time we arereceiving messages through our five
organs viz., eyes, ears, nose, mouth and skin. The different sights, 0
sounds, smells tastes and sensations that we feel are knows as
stimuli.

(iv) Personality: The term personallty’ isthe sum total of an individual’s
psychological traits, characteristics, motives, habits, attitudes,
beliefs and outlook. Personality is the very essence of individual
differences. In consumer behaviour, personality is defined as those
inner psychological characteri®tics that both determine and reflect
how a person responds to his environmental stimuli. Personality
is enduring and ensures that a person’s responses are cons1stent
over time. .

Personality research to predict consumer behaviour has either
focused on total personality profile or a specific trait or attempted
to find a correlation with product brand choice. But both these
approaches assume that individuals with a given personality profile
or trait are homogeneous in all other respects such as age, income,
education, occupation etc. '

NOTES
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Marketing (v) Lifestyle: A consumer’s lifestyle bears the influence of his
Management participation in social groups and of his relationships with others.
An iadividual’s lifestyle may result in certain consistency of
_ behaviour. Knowing a person’s conduct in one aspect of life may

NOTES . enable us to predict how he/she may behave in other areas.

(wi) Knowledge: The success or failure of products and services is
ultimately determined by their acceptance in consumer markets.
The consumer behaviour knowledge domain seeks to understand
the psychology and behaviour of consumers—particularly consumer
attitudes and buying behaviour.

5.4. TYPES OF CONSUMER BUYING BEHAVIOUR

—-- Types of consumer buying behaviour are determined by: Level of
involvement in purchase decision and importance and intensity of interest in a
product in a particular situation. Buyer’s level of involvement determines why
he/she is motivated to seek information about certain products and brands but
virtually ignores others. High involvement purchases~——Honda motorbike, high
priced goods, proclucts visible to others, and the higher the risk the higher the
invclvement. Types of risks are:

(¢) Personal risk

(b) Social risk

* (¢) Economic risk

The four types of consumer buying behaviour are:

1. Routine Response/Programmed Behaviour: In this type of buying
behaviour, consumer buying means low involvement, frequently
purchased, low cost items. Such products need very littlé search and
decision effort; and are purchased almost automatically. Examples
include soft drinks, snack foods, milk ete,

2. Limited Decision-making: In this type of buying behaviour, consumer
buys product occasionally. When you need to obtain information about
an unfaniliar brand in a familiar product category, it requires a
moderate amount of time for information gathering. Examples include
clothes where one knows the product class but not the brand.

3. Extensive Decision-making: Complex, high involvement, unfamiliar,
expensive and/or infrequently bought products. High degree of economic/
performance / psychological risk. Examples include: cars, homes,
computers, education. Consumers spend a lot of time in seeking
information and deciding. Information is from sought companies;
friends and relatives, store personnel ete.

4. Impulse Buying, no Conscious Planning: The purchase of the same .
product cloes not always elicit the same buying behaviour. Product can
shift from one category to the next. For example: Going out for dinner
for one person may he extensive decision-making (for someone who does
not go out often at all), but limited decision-making for someone else.
The reason for the dinner, whether it is an anniversary celebration,
or a meal with a couple of friends will also determine the extent of the .
decision-making. . - — - -
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5.5. IMPORTANCE OF UNDERSTANDING CONSUMER
BEHAVIOUR

The success or failure in any business depends upon the behaviour of the NOTES
end-user or consumer who finally uses the product or any service. It enables
the manufacturer to know which products have been positively accepted in
the market and which ones need changes so as to suit the consumers better.
Not only is it critical to the manufacturer but also to all the intermediaries
involved in transferring the product to the ultimate user. Thus, understanding
the consumer behaviour helps in identifying the weak points and also reflects
the positive aspects of any business. Thus, understanding consumer behaviour
may be important for the following reasons:

1. For Marketing Strategies: It helps the marketer to take vital
decisions with respect to designing of future marketing strategies and
helps him to find out what kind of promotional offers or marketing
campaigns need to be undertaken.

2. Improving upon a Brand: This involves whether the marketer should
stick to the same product, extend the product portfolio, or probably
launch a new product. If consumers prefer a particular brand and make
the purchase and the eonsumption of the same as their regular habit,
it is time that the marketer should think of improving upon the brand
or come out with a different product Many times, the need calls for
niche marketing.

3. Reinstate the Corporate Policies: It also helps an organization to

" reinstate the corporate policies or take action to reframe the corporate
mission statement.

4. Helps to Target a Specific Audiernice: The consumer behaviour
also has effects on the entire social network which again helps an
organization to target a specific audience or set of customers.

5.6. DETERMINISTS OF CONSUMER BEHAVIOUR

Cultural, social, personal and psychological factors influence the consumer,
behaviour. These are external to the company and cannot be controlled. A
marketer would like to understand the impact of these factors oi his organization.
The explanation of these factors is as follows:

1. Cultural Factors: Consumer behaviouris deeply influenced by cultural
factors such as: buyer culture, sub-culture, and social class. 7
(¢) Culture: Basically, culture is the part of every society and is the
important cause of personal wants and behaviour. The influence
of culture on buying behaviour varies from country to country.
Therefore, marketers have to be very careful in analyzing the
culture of different groups, regions or even countries. .
(ii) Sub-culture: Each culture contains different sub-cultures such
as religions, nationalities, geographic regions, racial groups etc.
Marketers can use these groups by segmenting the market into
various small portions. For example, marketers can design products
according to the needs of a particular geographic group.
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(iff) Social class: Every society possesses some form of social class
which is important to the marketers because the buying behaviour
of people in a given social class is similar. In this way marketing
activitics could be tailored according to different social classes.
Here we should note that social class is not only determined by
income but there are various other factors as well such as: wealth,
education; occupation ete. '

Socml Factors: Human beings are social animals. Theylive and
_mtex act with other pOOp]L Therefore, there is a chance of influence

_ by others on their opinions. Marketers like to identify such influential

persons or groups of consumers. Generally such groups are classified

. into three major groups namely reference groups family, roles and

status.

(i) Reference groups: Reference groups have potential in formmg
a person’s attitude or behaviour. The impact of reference groups
varies across products and brands. For example, if the product is
visible such as dress, shoes, car ete., then the influence of veference
groups will be high. Refevence groups also include opinion leader (a
person who influences others because of his special skill, knowledge
or other characteristics).

(i7) Family: Buyer behaviour is strongly influenced by the member

of a Faniily. Therefore, marketers are trying to find the roles and

. influence of husband, wife and children. If the buying decision of

a particular product is influenced by wife then the marketers will

try to target the women in their advértisement. Here we should

note that buying roles change with change in consumer lifestyles.

(iii) Roles and status: Each person possesses different roles and status

-in the society depending upon the groups, clubs, family, organization

etc., to which he belongs. For example; a woman is working in an

organization as financeé manager. Now sheis playing two roles, one

of findnce manager and the other of mother. Therefore; her buying
decisions will be influenced by her status and role.

3. Psychological Factors: There are four important psychological

factors affecting.the consumer buymg behaviour. These are: perceptmn
meotivation, learning, beliefs and attitudes.

(i) Motivation: The level of motivation also affects the’ buying
behaviour of customers. Every person has different needs such as
physiological needs, biological needs, social needs ete.. The nature
of the needs is that, some of them are most pressing while others
are least pressing. Therefore, a need becomes a motive when it is
more pressing to direct the person to seek satisfaction.

(ii) Perception: Selecting, organizing and interpreting information
in a way to produce a meaningful experience of the world is called
perception, There are three different perceptual processes which
are selective attention, selective distortion and selective retention.
In case of selective attention, marketers try to attract the customer
attention.-Whereas, in case of selective distortion, customers try
to interpret the information in a way that will support what the



customers already believe. Similarly, in case of selective retention,
marketers try to vetain information that supporis their beliefs.

(iii) Beliefs and attitudes: A customer possesses specific beliefs
and attitudes towards various products. Since such beliefs and
attitudes make up brand image and affect consumer buying
behaviour therefore marketers are interested in them. Marketers
can change the beliefs and attitudes of customers by launchlng

special campaigns in this regard.

4. Personal Factors: Individual factors like age, occupation, lifestyle -

and personality influence consumer decision-making. In this section

we will focus on the personality and its influence on the consumer

decision-making process. .

(&) Agei' Age and life-cycle have potential impact on the consumer
buying behaviour. Tt is obvious that the consumers change the
purchase of goods and services with the passage of time. Family
life-cycle consists of different stages such as young singles, married
couples, unmarried couples etc., which help marketers to develop
appropriate products for each stage.

(i) Occupation: The occupation of a person has significant impact
on his buying behaviour. For example, a marketing manager of
an organization will try to purchase business suits, whereas a low
level worker in the same organization will purchase rugged work
clothes. :

(iii} Economic situation: A consumer’s CConomic situation has gréat
influence on his buying behaviour. If the income and savings of a
customer are high then he will purchase more expenqive products.
On the other hand, a person with low income 'md savings will
purchase inexpensive products.

(iv) Lifestyle: Lifestyle of customers is anothe1 important factor
affecting the consumer buying behaviour. Lifestyle refers to the
way a person lives in a society and is expressed by the things in his/
her SUI‘I‘OUlldanS It is determined by customer interests, opinions,
activities etc., and shapes his whole pattern of acting and mtcracfmg
in the world. _

(v) Personality: Personality characteristics are often revealed in a
person’s sell-concept, that is the way people see themselves and the
way they believe others see them. Personality changes from person
to person, time to time and place to place. Therefore, it can greatly
influence the buying behaviour of customers. Actually, personality
is not what one wears; rather it is the totality of behaviour of a man
in different circumstances. It has different characteristics such
ag: dominance, aggressiveness, self-confidence etc., which can be

- useful to determine the comsumer behaviour for pari.lcular product
or service. T ' ‘
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After discussing the factors that influerice the buying behaviour, now, we
NOTES will discuss the consumer decision-making process. A consumer passes through
five different stages while purchasing the product as shown in Fig. 5.1..

1. Need Recognition: A customer possesses two types of stimuli at this
jurietuie. One is driven by the internal stimuli and another is external
stimuli. The examples-of internal stimuli are customer’s desire, attitude -
or perception and external stimuli are advertising etc. From both
stimuli a customer understands the need for the product. Here the
marketer should understand which needs drew customers towards the
product and should highlight those in the communication strategy.

1. Need recognition .

!

2. Information search

:

3. Evaluation of alternatives

!

4.-Purchase decisions

!

5. Post purchase decisions

Fig. 5.1. Process of buying.

2. Information Search: In this stage a customer wants to find out the
information about the product, place, price and point of purchase. A
customer collects the information from different sources like:

* Internal search, memory.

* External search if you need more information. Friends and relatives
(word of mnouth).

¢ Marketer dominated sources; comparison shopping; public sources-
ete. : . :

A successful information search leavés a buyer with possible

alternatives, and the evoked set. ]

3. Evaluation of Alternatives: In this stage a customer needs to
establish criteria for evaluation, features the buyer wants or does not
want, rank/weight alternatives or resume search. A customer may
decide that he wants to eat something spicy, Indian gets highest rank
etc. The evaluation process varies from person to person. In general
Indian consumers evaluate on the following parameters:

(@) Price . _ (b) Features
_ (¢) Availability . (d) Quality
(e) Durability
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4. Purchase Decisions: In this stage a consumer buys the most preferred Constmer Behavionur
brand. He/she chooses buying alternative, includes product, package,
store, method of purchase etc.

5. Post Purchase Behaviour: After purchasing the pro duct the consumer
will experience some level of satisfaction and dissatisfaction. The
consumer will also engage in post purchase actions and product uses
of interest to the marketer. The result of post purchase is satisfaction
or dissatisfaction. .

Sometimes, this may also lead to cognitive dissonance, i.e., have you made
the right decision? This can be reduced by warranties, after sales communication
éte. After eating an Indian meal, you may think that really you wanted a Chinese
meal instead.

NOTES

5.8. COGNITIVE DISSONANCE

In 1956, Leon Festinger coined the term ‘cognitive dissonance’. Cognitive
dissonance is a discomfort caused by holding conflicting cognitions (e.g., ideas,
beliefs, values, emotional reactions) simultaneously. In a state of dissonance,
people mdy feel surprise, guilt, anger, or embarrassment. In a theory of Cogmtwe
Dissonance, the concept can be defined as:

“The psychological opposition of irreconciliunble ideas (cognitions) held
simultaneously by one individual, created a motivated force that would lead, under
proper conditions, to the adjustnent of one’s belief to fit one’s behaviour—instead of
changing one’s behaviour to fit one’s belief (the sequence conventionally assumed)”.

' Leon Festinger (1957)

The theory of cognitive dissonance in social psychology proposes
that people have a motivational drive to reduce dissonance by altering
existing cognitions, adding new ones to create a consistent belief system, or
alternatively by reducing the importance of any one of the dissonant elements.
An example of this would be the conflict between wanting to smoke and
knowing that smoking is unhealthy; a person may try to change his feelings
about the odds that he will actually suffer the consequences, or he might add
the consonant element that smoking is worth short-term benefits. A general
view of cognitive dissonance is when one is biased towards a certain decision
even though other factors favour an alternative.

A classical illustration of cognitive dissonance is expressed in the
fable—The Fox and the Grapes’. In the story, a fox sees some high-hanging
grapes and wishes to eat them. When the fox is unable to think of a way to
reach them, he decides that the grapes are probably not worth eating, with
the justification the grapes probably are not ripe or that they are sour. This
example follows a pattern: one desires something, finds it unattainable, and
reduces one’s dissonance by cr1t1c1zmg it. Jon Elster calls this pattern “adaptive
preference formation™

While lab experiments have verified the présence of arousal in dissonance
situations, most studies have investigated how people resolve their cognitive
conflicts. A partial list of the mechanisms includes:

¢ Excusing own faults and failures: “I was dru.ﬁk, what do you expect™
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* Selectively editing and censoring evidence; in the extreme, we can
completely delete counter-evidence and create false ev1dence

* Interpreting ambiguity for self-serving ends.
* Giving explanations that cast us in a good light.
* Minimizing: “It was just a fling, she meant nothing to me”.

° Considering weaknesses as so common that we aren’t responmble
“Everybody does it”.

* Blaming: “They made me do it”.

* Not exposing ourself to counter-evidence, e.g., only read newspapers
that support our views, '

* Applying our cr1t1ca] Jjudgement differ ently dependlng whether we
.support or oppose a view.

5.9. CONSUMER BEHAVIOUR MODELS

" External and internal factors contribute to the formulation of self-concept
and lifestyle, which affects the consumer decision process. During this process,
experiences and acquisitions update the original external arid internal influences.

This model helps marketers to understand the psychology of how
consumers’ think, feel, reason, and select between different alternatives e.g.,
brands, products and retailers and how the consumer is influenced by his or
her environment e.g., culture, family, 51gns media as shown in Fig. 5.2.

External influences
o Culture ,

@ Subculture -

e Demographics Experience
e Social status and acquiisition
o Reference group g

. @ Family

o Marketi N - Consumer decision process
arketing activities ' ' 1. Problem recognition
Self concept ;

2. Information search
& lifestyle 3. Alternate evaluation selection
Desires: 4. Outlet selection and purchase
5. Post purchase

External influences
© Perception

e Learning

o Movies

© Memory

o Personality

o Emoticns

o Attitude

Experfence
and acquisition

Fig. 5.2. Consumer behaviour.

5.9.1. Howard-3heth Model

John Howard and Jagdish Sheth presented their buyer model in 1969. It’s
an integrated model. It assumes problem solving approach in buying and adopts
input-output or system approach in buying. Howard introduced learning process
in buying. Satisfaction leads to brand loyalty. Discontentment creates brand
switching by the buyers. In other words, the logic of this modclis that there are
inputs in the form of stimuli. There are outputs beginning with attention to a
given stimulus and ending the purchase. In between these inputs and outputs,
there are variables affecting perceptlon and learnmq These variables are
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“hypothetical” as they can not be directly measured at the time of occurrence.
It explains the complex decision-making process a consumer goes through. A
diagram of this is shown in Fig. 5.3 below

Inputs stimulus

display Perceptual constructs Learning constructs Qutputs
Significative s T e DR = T A e e :
a. Quality ! ! !
b. Price i i . T
c. Distinctiveness | | | - |{otanton r Purchase B
d. Service i Overt ; | : : T I
e. Availability o e ] Confidence L |
Symbolic E : : E I Intention :
a. Quality : | | ! — ! ! |
b. Price ; | | | : : T |
c. Distinctiveness i - I 1L i [ Py
d. Service | Stimulus) 1 ¢ .1 1o ( Attitude
e. Availability [ambiguity] | e Aftbde ! F
1 1
Social E [ ! : : : 1 |
a. Family : [ P 1 Brand |
b. Reference ' # s ! | | | comprehension '_1'
groups ) I | ; } | 4 t i
c. Social class . | i Motives | | Choice Brand I |
d. Service | | ! criteria ||| comprehension| | | P |
e. Availability ' | ; 1 : [ ttention
: | Y
— Information | | ! Stk |
flow | | Attention = Perg;pstuai : s |
---= Feedback i ! :
effects S ey ) sl e e 1 e e L |

Fig. 5.3. The Howard—Sheth model.

1. Inputs Stimulus Display: These input variables consist of three

distinct types of information sources in the consumer’s environment.

(1) Significant: Information furnishes physical brand characteristics
such as quality, price, distinctive, service, availability.

(11) Symbolic: Verbal or visual product characteristics such as quality,
price, distinctive, service, availability.

(iii) Consumer’s social environment: This is the information
about the product or service offering that comes from the social
environment, viz. family, groups, society and culture at large.

2. Perceptual Constructs: The perceptual constructs deal with how
a consumer obtains and processes information received from the
input variables. Once the buyer is exposed to any information, there
is an attention; this attention towards the stimuli depends on the
buyers’ sensitivity to information in terms of his urge and receptivity
towards such information. Not all information would be processed
and the intake of information is subject to perceived uncertainty and
lack of meaningfulness of information; this is referred to as stimulus
ambiguity.

(1) Learning constructs: The learning constructs relate to buyer
learning, formation of attitudes and opinions, and the final decision.
The learning constructs are seven in number, and range from
a buyer's motive for a purchase to the final satisfaction from a
purchase; the interplay of these constructs ultimately leads to a
response output or a purchase. The motives refer to the goals that
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a buyer seeks to achieve through a purchase and the corresponding
urge towards action or the purchase activity.

3. Response Qutputs (Output Variables): The output variables refer
to the buyer’s action or response to stimulus inputs. According to
Howard. and Sheth, the response outputs comprise five constituents,
viz., attention, comprehension, attitude, intention and purchase. These
could be arranged in a hierarchy, starting from attention and endmg .
up with purchase. :

* Attention refers to the degree or level of information that a buyer
accepts when exposed to a stimulus. It reflects the magnitude of the
buyer’s information intake.

* Comprehension is the amount of information that he actually
processes and stores; here, it refers to brand comprehension which
is buyers’ knowledge about the product/service category and brand.

-» The attitude is the composite of cognition, affect and behaviour
towards the offering; the attitude reflects his evaluation of the brand
and the like/dislike based on the brand potential.

* Intention refers to the buyer’s intention to buy or not to buy a
particular offering.

¢ Purchase behaviour refers to the actual act of buying. The purchase
behaviour is a cumulative result of the other four constituents.

5.9.2. Nlcosm Model

Nicosia model of consumer behaviour was proposed by Nicosia (1976).This
model concentrates on the buying decision for a new product. Human being is
analyzed as a system with stimuli as the input and the behaviour a is the output.
Nicosia model explains the consumers’ buying behaviour from the marketers
perspective as shown in Fig. 5. 4

Stage: 1

Sub-stage 1 giisﬁz Sub-stage 2 :
Firm’s - Caonsumers attribules  ~ |—— Attitude
attribute - (Especially predisposition)
3
. ’ Search —
. and evaluation Stage: 1T
Experience l
3
Motivation
i l
' g
StagelV || & Consumption
. Q Decision .
o T ) (Action) Stage: III
Purchasing . '
behaviour

Fig. 5.4. Nicosia model.

1. Stage I—Firm’s Attributes and Consumer’s Attributes: The
first stage is divided into two sub-stages: firm’s attributes and the
consumer’s attributes. An advertising message from the firm reaches
the consumer’s attributes. Depending on the way the message is
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received by the consumer, a certain attribute may develop, and this Consumer Behaviour
becomes the input for stage two.

2. Stage II—Search and Evaluation: Stage II is the area of search
and evaluation of the advertised product and other alternatives. If this
process results in a motivation to buy, it becomes the input for field

' three.. . .

3. Stage III—Decision: The result of motivation will arise by convincing
the consumer to purchase the firm products from a specific retailer.
Field three consists of the act of purchase.

4. Stage IV—Feedback: Field four consists of the use of the purchased
item. This involves feedback of both the firm and the consumer after
purchasing the product.

* Firm’s feedback sales data

e Consumer’s feedback—consumer’s attitude based on experience and
predispositions on future firm’s messages.

5.9.3. The Learning Model

All theories of buyer behaviour have been basically based on a
Jearning model namely, Stimulation-Response or more popularly known
as SR model. SR learning theory is very useful to modern marketing and
marketers. According to the learning model which takes its cue from the
Pavlovian stimulus response théory, buyer behaviour can be influenced by
manipulating the drives, stimuli and responses of the buyer. The model rests
on man’s ability at/learning, forgetting and diseriminating. The stimulus
response learning theory states that there develops a bond between behaviour
producing stimulus and a behaviour response (8. R. Bond) on account of the
conditioning of behaviour and formation of habits. This theory may be traced
to Pavlov and his experiments on salivating dogs. Pavlov’s experiments
brought out associations by conditioning. According to the stimulus-response,
learning is dependent on drive, cue (stimulus), response and reinforcement
as shown in Fig. 5.5.

NOTES

Drive
~ Adrive is a strong internal
stimulus that impels an action

Cues/Stimulus

Cues are the stimuli coming from marketing and -
social environment of the buyer infarmation suggesion

Reinforcement leads
.to repeat purchase

Response

Learning targets lace through trial and
error in a stimulus response situation _

'Fig. 5.5. The learning model.

() Drive: Drive may be defined as any strong stimulus that forces action.
It arouses an individual and keeps him prepared to respond.

(ii) Cue: Cue or stimulus may be defined as any object in the environment

perceived by the individual. The aim of the marketing man is to find
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out or create the cue of éufﬁcient_ importance that it becomes the drive
- stimulus or elicits other responses appropriate to his objective.

(fii) Response: Response is an answer to 4 given drive or cue. When a
man feels thirsty, he attempts to'get water at any cost. Here attempt
to get water is-a response to the primary drive of thirst. “Response
also includes attitudes, familiarity, perception and other complex
phenomena”, Responses may be generalized or discriminatory.

(lv) Reinforcement: Reinforcement or reward means reduction in drive
and stimulus. It has been defined as “environmental events exhibiting

* the property of i mcreasmg the probabﬂlty of occurrence of responses

they accompany”.
Thus, when consumption of a product or a brand of product leads to -
satisfaction of the initiating need there is remforcement

5.9.4. The Economic Model
' Economics is the social science that analyzes the prodUctmn dlstrlbutwn
and consumption of goods and services.

According to the economic model of buyer behavmur the buyer is a rational
man and his buying decisions are totally governed by the concept of utility. If he
has a certdin amount of purchasing power, a set of needs to be met and a set of
products to choose from, he will allocate the amount over the set of products in
a very ratlonal manner with the intention of maximizing the utlhty or benefits.

5. 9 5 The Psycho analytical Model
The psych_o«analy‘tlcal model draws fromi Freudian psychology. According

| to this model, the individual consumer has a complex set of deep seated motives

Wwhich drive him towards certain buying decisions. The buyer has a private world
with all his hidden fears, suppressed desires and: totally subjective longings.
His buying action can be influenced by appealing to these desires and longings.
The psycho-analytical theory is attributed to the work of eminent
psychelogist Sigmund Freud. Freud introduced personality as a. ‘motivating
force in human behaviour. According to this theory, the mental framework of a

.| human being is composed of three clements as shown in Fig. 5.6.

“Id” - ’ “Super ego”
“Persuaders” dissaders

¥ ¥ 1

Ego

‘Fig. 5.6. The psychoanalytical model.

1. Id: The id or the instinctive, pleasure seeking element. It is the reservoir
of the instinctive impulses that a man is born with and whose processes
-are entirely subconscious. It 1ncludes the aggressive, destructive and
sexual impulses of man. :

2. Super-ego: The superego or the internal filter that presents to the
individual the behavioural expectations of society. It develops out of the
id, dominates the ego and represents the inhibitions of instinct which
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is characteristic of man. It represents the moral and ethical elements, Consumer Behaviour
the conscience.

3. Ego: The ego or the control device that maintains a balance between
the id and the superego. It is the most superficial portion of the id.
Tt is modified by the influence of the outside world. [ts processes are
entirely conscious because it is concerned with the perception of the
outside world. It continues to influence consumer behaviour,

NOTES

5.9.6. The Sociological Model

According to the sociological model, the individual buyer behaviour is
influenced by society by intimate groups as well as social classes. That is, his
buying decisions are not totally determined by the concept of utility. That is
his buying decisions are governed by social compulsions as shown in Fig. 5.7.

Y
1. Purchasirg power . Person making decisions Response
2, Internal/Individual faclors
3. Soctal and cultural faclors
4, Marketing mix.
5. Environmental factors

Feedback Feedback

I
|
L {

The problem sclving precess Person to buy/nat to buy
goods or services

1. Perceived want/Desire

2. Information search : Product use behaviour
3. Alternative evaluation
4. Purchase/No purchase decision Product use behaviour

Post purchase reflection

Stimuli (Inputs) Processing (Analysis}) ' Response (Outputs)

Buyer behavioral model (Scciological)

Fig. 5.7. The sociological model.

This model represents the individual buyer behaviour which is influenced
by society—by intimate groups as well as social classes. That is, his buying
decisions are not totally determined by the concept of utility. That is his buying
decisions are governed by social compulsions. As a part of sociological model—
two important variations can be considered, viz. Nicosia and Howard & Sheth.

The marketing scholars have tried to build buyers-behaviour models
purely from the stand point view of marketing man. Here F. Nicosia model of
1966 and H. Sheth mode! of 1969 are of this category. These models are systems
models where human being is analyzed as a system with stimuli as INPUT and
behaviour as OUTPUT. ‘

SUMMARY

e Consumers are individuals, households or businesses who use the
products.

» Consumer behaviour can be defined as the decision-making process and
physical activity involved in acquiring, evaluating, using and disposing
of goods and services.
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* Consunier behaviourattempts to understand the buyer decision-making
process, both individually and in groups.

* The theory of cognitive dissenance in social psychology proposes that
people have a motivational drive to reduce dissonance by altering
existing cognitions, 'adding new ones to create a consistent belief
system, or alternatively by reducing the importance of any one of
the dissonant elements.

» John Howard and Jagdish Sheth presented their buyet model in 1969.
It’s an integrated model. It assumes problem solving approach in buying
and adopts input-output or system approach in buying.

 Nicosia model of consumer behaviour was proposed by Nicosia (1976).
This model concentrates on the buying decision for a new product.
Human being is analyzed as a system with stimuli as the input and
the behaviour a is the output.

» All theories of buyer behaviour have been basically based on a
learning model namely, Stimulation-Response or more popularly
known as SR model. SR learning theory is very useful to modern

-marketing and marketers. ) )

* According to the economic medel of buyer behaviour, the buyer is a
rational man and his buying decisions are totally governed by the
concept of utility. '

* The psycho-analytical model draws from Freudian psychology.
According to this model, the individual consumer has a complex set, of
deep seated motives which drive him towards certain buying decisions.

* According to the sociological model, the individual buyer behaviour is
influenced by society by intimate groups as well as social classes. That
is, his buying decisions are not totally determined by the concept of
utility.

REVIEW QUESTIONS
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Define the concepts and meaning of consumer behaviour. Explain the
characteristics that affect consumer behaviour.

Discuss the types of consumer bﬁyer behaviour with the help of Nicosia
model.

Explain the consumer decision-making process.
Explain the consumer behaviour models.

What do you mean by cognitive dissonance?

Explain the determinists of consumer behaviour.
Explain the importance of consumer behaviour.
Discuss the buyer decision strategies for iew products.
Write a note on buying motives.
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PRODUCT CONCEPTS AND
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| ~ STRUCTURE

6.1. Introduction
6.2. Meaning and Definition of Product
6.3. Product Classification
6.4. Product Mix '

6.4.1, Marketing Mix Var1ab1es/4Ps of Marketlng
6.5. Product Line

. 6.5.1. Product Line Extension

6.5.2. Product Line Ana1y51s
6.6. BCG Model

6.6.1. Limitations of BCG Matrix

6.6.2. GE-—Mckmsey Matrix :
6.7. Product Life Cycle Concept and Meaning
6.8. Characteristics of Product Life Cycle
6.9. Stages of Product Life Cycle
6.10. Strategies of Product Life Cycle
Summary )

| Review Questions

6.1. INTRODUCTION

Many entrepreneurs start their businesses because they have anideafora
product that is unique and they think people will buy it. The two considerations
are based on interest in the product in the marketplace, called marketablhty,
and the product not being available elsewhere.

Unfortunately, a unique idea is not always a business opportumty The
product development process helps to weed out ideas that are unique but
not likely to sell in the marketplace. It also perfects an idea so that it can
be profitable. The product development process translates a good idea into a
product that:

* (Can be produced in volume

» Has a quality level that will sell

o Will make a profit for you. :

Product development takes an idea and prepares it for the marketplace,
" or commercializes it.

LY
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6.2. MEANING AND DEFINITION OF PRODUCT

The product concept proposes that consumers will prefer products that
have better quality, performance and features as opposed to a normal product.
The concept is truly applicable in some niches such as electronics and mobile
handsets.

“A produét is a bundle of utilities consisting of various product features and
accompanying services”. A . Alderson

VC“A prbduct is a cluster of psychological satisfactions”, George Fisla

4 “Product is anything that can be offered to market for attention, acquisition, or .
consumption including physwal object, services, personalities, organizations and
Y desires”. American Marketing Association p,

N product s uny thing that can be offered to a market to satisfv a want or a need.
Product that is meorketed includes physical goods, services, experiences, events,
\_persons, pluces, propertics, o.rganizatlion, fnformation and-ideqs”. Philip Kotler )

f “A product is a coniplex of tangible and intangible attribute, incl uding packaging,

colour, price, manufucturer’s prestige and retailers prestige and manufuacturer’s

and refailer's services which the buyer may accept as offering satisfaction of wants .

L and needs”, . ‘ ‘ William J. Stanton y.
Thus, in marketing, a product means those goods or services which are

visible or invisible, any size, quality/character or quantlty, which consumers

use for the satisfaction of thelr needs.

6.3. PRODUCT CLASSIFICATION
Product is the first of the four Ps of marketing. Product has a very special

position as it constitutes the most substantive element in any marketing offer.

Product can be broadly classified on the basis of (1) use, (2) durability, and (3)
tangibility as shown in Fig. 6.1.
| Products |

¥ ¥
. | Based onuse | | Based on durability I . IBased'on Tangibilityl
¥ ¥ -
¥ ¥ ¥ ¥ ¥ L
Consumer Industrial ' Durable I I Nan-Durable l Tangible Intangible
goods goods - (Goods) {Service)
t ' l
L T 1 i ! i 3
Convenience Shopping | | Specially. Raw  Machinery | | Components| | Operating
goods goods goods materials | supplies

Fig. 6.1. Classification of product.
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