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Objectives:

1. Understand the fundamental concepts and principles of marketing, including the distinction
between selling and marketing, the marketing concept, and the significance of avoiding marketing
myopia.

2. Analyze the marketing environment, distinguishing between macro and micro factors, and evaluate
the importance of environmental analysis in strategic decision-making.

3. Develop proficiency in market segmentation, targeting, and positioning strategies, along with an
appreciation for the role of consumer behaviour in shaping marketing strategies.

4. Gain practical knowledge of product management, pricing strategies, distribution channels, and
promotional techniques, including contemporary approaches such as digital marketing, relationship
marketing, and green marketing.

Module-I
Definition & Functions of Marketing, Scope of Marketing, Marketing concept, Selling versus Marketing,
Concept of Marketing Myopia. 80: 20 Principle, Introduction to the Concept of Marketing Mix, Bottom of
the pyramid concept; Concept of Marketing Environment: Macro and Micro, Need for analyzing the
Marketing Environment.

Module-II
Market segmentation, Bases for market segmentation, Targeting , Positioning; Meaning & importance of
consumer behaviour, Comparison between Organizational Buying behaviour and consumer buying
behaviour, Buying roles, Five steps buyer decision process. Contemporary Topics: Viral Marketing, Guerrilla
Marketing, Societal and social Marketing, Relationship Marketing, Green Marketing , Digital Marketing,
Network Marketing ( Concepts only)

Module-lll
Product: Classification of consumer products and industrial products, Product Mix, New Product
Development Process: Idea Generation to commercialization. Product Life Cycle, Strategies across stages of
the PLC. Packaging & Labelling, Basic concept of Branding Pricing Basics: Meaning, Importance of pricing,
Factors Influencing pricing decisions, Pricing strategies and approaches Place: The Role of Marketing
Channels: Channel functions & flows, channel levels. Channel conflicts and resolution (Overview only)
Channel Options: Introduction to Wholesaling, Retailing, Franchising, Direct marketing, E- Commerce
Marketing Practices. Promotion: The role of marketing communications, Elements of promotion mix, IMC
approach (Overview)

Course Outcomes:

CO-1: Identify the key analytical frameworks and tools used in marketing.

CO-2: Utilize the information of a firm’s external and internal marketing environment to identify and
prioritise appropriate marketing strategies.

CO-3: Examine the marketing function and the role it plays in achieving organisational success both in
commercial and non-commercial settings

CO-4: Analyse 4 Ps of marketing and its application across industries.

Books:
e Marketing: Baines, Fill and Page, Sinha, Oxford
Marketing Management—Kotler, Keller, Koshy, Jha, Pearson,
Marketing by LambHair Sharma, McDaniel Cengage Learning
Marketing Management, Ramaswamy & Namakumari, McGrawHill MarketingManagement—K
Karunakaran, Himalaya Publishing House
Marketing Management—Text and Cases, Tapan K Panda, Excel Books
Marketing Management—J.PMahajan, Vikas
Marketing Management-Rudani, S Chand



A brief discussion on Outcome — Based Education (OBE)

In Outcome-Based Education (OBE), Course Outcomes (COs), Program Outcomes (POs), and Specific
Program Outcomes (SPOs) are the foundation of curriculum design, teaching, learning, and assessment.
They help educational institutions measure whether students have achieved the desired knowledge, skills,
and competencies by the end of a course or program. For a Marketing Management course in the 1st
Semester of a 1 - Year MBA program, COs, POs, and SPOs ensure that students gain both theoretical
understanding and practical marketing skills.

1. Course Outcome (CO)

Refers to the specific learning objectives that students are expected to achieve after successfully
completing a particular course. COs focus on the knowledge, skills, analytical abilities, and attitudes that
students will develop through classroom teaching, assignments, projects, case studies, and examinations.
Each course generally has 4—6 Course Outcomes, and they are measurable and assessable.

For the Marketing Management course, the COs may include the following:
CO1: Understand the basic concepts, principles, and importance of marketing management.
CO2: Analyze consumer behavior and identify market segmentation, targeting, and positioning

strategies.

CO3: Apply marketing mix (Product, Price, Place, and Promotion) strategies in different business
situations.

CO4: Evaluate marketing opportunities and formulate appropriate marketing strategies using analytical
tools.

CO5: Develop ethical, sustainable, and customer-oriented marketing solutions for organizational growth.
These COs help teachers design lectures, assighnments, case analyses, presentations, and
examinations that directly contribute to achieving the intended learning outcomes.

2. Program Outcome (PO)

A Program Outcome (PO) represents the broad competencies that students should possess after
completing the entire academic program (e.g., MBA). POs are common across all courses within the
program and describe the overall knowledge, managerial skills, communication ability, ethical values,
leadership qualities, and decision-making capabilities expected from graduates.

Typical BA Program Outcomes include:
¢ PO1: Apply management theories and business knowledge to solve organizational problems.
e PO2: Develop analytical and critical thinking skills for business decision-making.
e PO3: Demonstrate effective communication and interpersonal skills.
e POA4: Apply ethical principles and social responsibility in managerial decisions.
¢ PO5: Use modern business tools and technology for managerial practices.
e PO6: Demonstrate leadership and teamwork abilities.
e PO7: Develop entrepreneurial and innovative thinking.
e PO8: Understand global business environments and sustainable development.

Marketing Management contributes significantly toward achieving these Program Outcomes by developing
analytical thinking, communication skills, customer orientation, and strategic decision-making abilities.

3. Specific Program Outcome (SPO/PSO)

A Specific Program Outcome (SPO), often referred to as a Program Specific Outcome (PSO), defines the
specialized knowledge and skills that students should acquire in a particular discipline or specialization.
Unlike POs, which are common for all students in the program, SPOs focus on the unique competencies of
a specific field such as Marketing, Finance, Human Resource Management, or Operations.

For Marketing specialization, the SPOs may be:



e SPO1: Develop effective marketing strategies using consumer and market analysis.

e SPO2: Apply digital marketing, branding, and customer relationship management tools in business

organizations.

e SPO3: Evaluate market opportunities and formulate competitive marketing plans for organizational

success.

These outcomes prepare students for careers in marketing, sales, branding, advertising, market research,

and digital marketing.

Why are CO, PO,
COs, POs, and SPOs are essential because they establish a clear connection between teaching, learning,
and assessment. They define what students should know and be able to do after completing the course. In
Marketing Management, these outcomes help faculty members select appropriate teaching methods such

and SPO Required for Marketing Management?

as case studies, group discussions, simulations, live projects, presentations, and practical assignments.

They also enable institutions to:
e Measure students' learning achievements objectively.
¢ Improve curriculum quality continuously.
¢ Meet accreditation requirements (such as NAAC and NBA).
e Enhance employability and industry relevance.
e Ensure alighment between course objectives and program goals.
e Identify areas requiring academic improvement through systematic assessment.

Outcome-based education also promotes continuous quality improvement by analyzing the extent to

which each CO contributes to the attainment of POs and SPOs.

Relationship between CO, PO, and SPO
The relationship can be represented as follows:

Level

Description

Scope

co

Learning outcomes of an individual course

Course Level

PO

Learning outcomes of the entire MBA program

Program Level

SPO (PSO) | Learning outcomes related to a specific specialization

Specialization Level

Thus, Course Outcomes (COs) = contribute to - Program Outcomes (POs) - along with - Specific

Program Outcomes (SPOs).

CO-PO Mapping

Each Course Outcome is mapped with Program Outcomes using a correlation scale:

Correlation Level Numerical Value
High 3
Medium 2
Low 1
No Correlation 0

An example CO—PO mapping for Marketing Management is:

CcO PO1 | PO2 | PO3 | PO4 | PO5 | PO6
Co1 3 2 1 1 0 0
CO2 2 3 2 1 1 0
CO3 2 2 3 1 2 1
CO4 3 3 2 2 2 1
CO5 2 2 2 3 1 2




How is CO Attainment Calculated?
CO attainment is measured using Direct Assessment and Indirect Assessment.

Direct Assessment
Direct assessment includes:
¢ Internal examinations
e Mid-Semester tests
e End-Semester examinations
e Assignments
e Presentations
e Case studies
e Projects
e Vivavoce

Example:
Suppose CO1 is assessed through a 20-mark question.
¢ Students scoring 60% or above = 45 students
e Total students = 60
CO Attainment = (45 / 60) X 100 = 75%

Attainment levels may then be classified as:

Percentage Attainment Level
>70% 3
60—-69% 2
50-59% 1
<50% 0

Thus, CO1 receives Attainment Level = 3.

Indirect Assessment
Indirect assessment is obtained through:
¢ Student feedback
e Alumni feedback
e Employer feedback
e Course exit surveys

Example:
Student survey score = 4.2 out of 5
Indirect attainment (4.2 /5) X 100 = 84%

Final CO Attainment
Many institutions use the following weighting:

e Direct Assessment = 80%
e Indirect Assessment = 20%
Example:

Direct = 75%

Indirect = 84%

Final CO Attainment = (75 X 0.08) + (84 X 0.20)
= 60 +16.8=76.8%

Hence, the Final CO Attainment = 76.8%.



How is PO Attainment Calculated?
Once all Course Outcomes are attained, the Program Outcomes are calculated using the CO—PO mapping
matrix.

A common formula is:
PO Attainment = 3(CO Attainment X CO—PO Mapping Value) / S( CO-PO Mapping Value)

Example Suppose:

co CO Attainment Mapping with PO1
co1 3 3
Cco2 2 2
co3 3 2
co4 3 3
Cco5 2 2

Then,
PO1=(3X3)+(2X2)+(3X2)+(3X3)+(2X2)/(3+2+2+3+2)
=(9+4+6+9+4) [ 12

=32/12 = 2.67

Thus, PO1 Attainment = 2.67 (out of 3), indicating a high level of attainment.

How is SPO Attainment Calculated?
SPO attainment is calculated similarly by mapping Course Outcomes to Specific Program Outcomes.
Formula:

SPO Attainment = 3(CO Attainment X CO-SPO Mapping) / $(CO-SPO Mapping Values}
The same correlation scale (3 = High, 2 = Medium, 1 = Low, 0 = No Mapping) is used.

Course Outcomes (COs), Program Outcomes (POs), and Specific Program Outcomes (SPOs) are integral
components of Outcome-Based Education. In the Marketing Management course of the 1st Semester
MBA (1-year program), COs define the expected learning achievements of the course, POs describe the
competencies expected at the completion of the MBA program, and SPOs focus on the specialized
capabilities required for marketing professionals. Their systematic mapping and attainment analysis
provide measurable evidence of student learning, support continuous curriculum improvement, enhance
teaching effectiveness, satisfy accreditation requirements, and ensure that graduates are equipped with
the knowledge, skills, ethical values, and managerial competencies demanded by industry and society.



Module - |

What is Marketing, Management, and Marketing Management?

Marketing is the process of identifying, anticipating, and satisfying the needs and wants of customers
through the creation, pricing, promotion, and distribution of products and services. It is a customer-
oriented business activity that aims to deliver value to customers while achieving the organization's
objectives, such as profit, market share, and customer loyalty. Marketing is not merely selling a product; it
begins long before production by understanding consumer needs and continues even after the sale
through customer service and relationship building.

According to American Marketing Association:
"Marketing is the activity, set of institutions, and processes for creating, communicating, delivering, and
exchanging offerings that have value for customers, clients, partners, and society at large."

Example: A bakery conducts a survey and finds that customers prefer healthy snacks. Based on the survey
results, it introduces whole-wheat and sugar-free cookies. This process of understanding customer needs
and offering suitable products is marketing.

What is Management?

Management is the process of planning, organizing, staffing, directing, coordinating, and controlling an
organization's resources to achieve predetermined goals efficiently and effectively. It involves making
decisions, utilizing available resources, motivating employees, and ensuring that organizational objectives
are accomplished within a specified time.

According to Harold Koontz:

"Management is the art of getting things done through and with people in formally organized groups."
Management exists in every organization, whether it is a business, educational institution, government
department, or non-profit organization. Effective management ensures the optimum utilization of human,
financial, physical, and technological resources.

Example: The manager of a retail store plans inventory, assigns duties to employees, monitors daily sales,
resolves customer complaints, and evaluates employee performance to achieve the store's business
objectives.

What is Marketing Management?

Marketing Management is the application of management principles to marketing activities. It involves
planning, organizing, implementing, and controlling marketing strategies to identify customer needs,
create value, satisfy customers, and achieve organizational goals profitably. Marketing Management
coordinates all marketing functions such as market research, product planning, pricing, promotion,
distribution, branding, and customer relationship management.

According to Philip Kotler:
"Marketing Management is the art and science of choosing target markets and getting, keeping, and
growing customers through creating, delivering, and communicating superior customer value."

Marketing Management focuses on building long-term customer relationships rather than simply
increasing short-term sales. It helps organizations understand market opportunities, develop competitive
strategies, and respond effectively to changes in customer preferences and market conditions.

Example: A smartphone company conducts market research to identify customer expectations, designs a
new model with improved camera features, prices it competitively, promotes it through social media and



television advertisements, and distributes it through retail stores and online platforms. Coordinating all
these activities to achieve customer satisfaction and business success is known as Marketing Management.

Difference between Marketing, Management, and Marketing Management

Basis Marketing Management Marketing Management
Identifying and satisfying Planning, organizing, Applying management
Meaning customer needs and directing, and controlling | principles to marketing
wants. organizational resources. | activities.
Organizational goals and | Customers, markets, and

Primary Focus Customers and markets. . .
resources. marketing strategies.

- . Achieving marketin
. . Efficient and effective . 8 . & .
L. Customer satisfaction and . objectives while ensuring
Objective , achievement of . .
value creation. customer satisfaction

organizational goals. and profitability.

Market research, product
development, pricing,
promotion, and

Planning, organizing,

staffing, directing, and Planning and managing

Major Activities . .
) all marketing functions.

distribution. controlling.
Designing and
Launching a new product | Managing employees implementing a
Example based on customer and organizational complete marketing
demand. operations. strategy for a new

product.

Marketing, Management, and Marketing Management are closely related but distinct concepts. Marketing
focuses on understanding customer needs and delivering value through products and services.
Management is the broader process of efficiently utilizing organizational resources to achieve goals.
Marketing Management combines these two concepts by applying managerial functions to marketing
activities, ensuring that products and services are developed, promoted, priced, and distributed effectively.
In today's competitive business environment, effective Marketing Management is essential for creating
customer satisfaction, building strong brands, and achieving sustainable organizational growth.

Definition, Scope, Functions and Concept of Marketing Management

Marketing Management is one of the most important functional areas of business management. It involves
planning, organizing, implementing, and controlling marketing activities to identify, anticipate, and satisfy
customer needs profitably. In today's competitive business environment, organizations focus not only on
selling products but also on building long-term customer relationships, creating value, and achieving
sustainable growth. Marketing Management combines managerial principles with marketing concepts to
ensure that the right product reaches the right customer at the right time, at the right place, and at the
right price.

Definition of Marketing Management

According to Philip Kotler, one of the world's leading marketing scholars:

"Marketing Management is the art and science of choosing target markets and getting, keeping, and
growing customers through creating, delivering, and communicating superior customer value."

This definition emphasizes that marketing management is not limited to selling products. Instead, it
focuses on identifying customer needs, selecting the appropriate target market, delivering value, and
maintaining long-term customer relationships. Organizations continuously analyze customer preferences
and market trends to remain competitive.



Example: A smartphone company conducts market research and discovers that young consumers prefer
high-quality cameras and long battery life. Based on this information, the company develops a new
smartphone with advanced camera features and a powerful battery. This customer-oriented approach
demonstrates effective marketing management.

Another widely accepted definition is given by Peter Drucker:

"The aim of marketing is to know and understand the customer so well that the product or service fits him
and sells itself."

This definition highlights that successful marketing begins with understanding customer needs rather than
focusing only on sales.

Example: Online streaming platforms study viewers' preferences and recommend personalized content,
thereby increasing customer satisfaction and retention.

Concept of Marketing Management

The concept of Marketing Management refers to a systematic process of identifying customer needs,
developing suitable products or services, determining competitive prices, promoting products effectively,
and distributing them efficiently to satisfy customers while achieving organizational objectives. It is based
on the philosophy that customer satisfaction is the key to long-term business success.

Modern marketing management emphasizes customer value, relationship marketing, digital marketing,
innovation, sustainability, and ethical business practices. Rather than concentrating solely on transactions,
organizations now focus on creating memorable customer experiences and building brand loyalty.

Example: An online retail company provides personalized product recommendations, quick delivery,
secure payment options, and efficient after-sales service. These activities enhance customer satisfaction
and encourage repeat purchases, reflecting the modern concept of marketing management.

Scope of Marketing Management

The scope of Marketing Management is broad because it covers every activity involved in moving goods
and services from producers to consumers. It begins with identifying market opportunities and continues
until customer satisfaction is achieved after the sale. The following areas constitute the major scope of
marketing management.

1. Market Research

Market research involves collecting, analyzing, and interpreting information about customers, competitors,
and market conditions. It helps organizations understand consumer preferences, market demand,
purchasing behavior, and emerging trends before making business decisions.

Example: Before introducing a new flavored beverage, a company conducts surveys and focus group
discussions to determine consumer taste preferences and expected price range.

2. Consumer Behaviour Analysis

Consumer behavior analysis studies how individuals and organizations select, purchase, use, and dispose of
products and services. Understanding customer behavior helps marketers design products and
promotional strategies that meet customer expectations.

Example: E-commerce companies analyze customers' browsing history and previous purchases to
recommend products that match individual interests.



3. Product Planning and Development

Product planning involves designing, improving, modifying, and introducing products according to
customer needs and technological developments. Continuous innovation helps businesses remain
competitive.

Example: Automobile manufacturers regularly introduce electric vehicles with advanced safety features to
meet changing customer expectations and environmental regulations.

4. Pricing Decisions

Pricing is an important marketing function because it directly affects customer demand, sales volume, and
profitability. Marketing managers determine suitable pricing strategies based on production costs,
customer willingness to pay, competition, and market conditions.

Example: Airlines adopt dynamic pricing by adjusting ticket prices according to demand, booking time, and
seat availability.

5. Promotion Management
Promotion includes advertising, sales promotion, public relations, personal selling, and digital marketing
activities used to inform, persuade, and remind customers about products and services.

Example: A clothing brand launches social media campaigns, influencer collaborations, and seasonal
discount offers during festive periods to increase sales.

6. Distribution and Logistics
Distribution ensures that products reach customers at the right place and time through efficient
transportation, warehousing, inventory management, and channel management.

Example: An online grocery company uses local warehouses and delivery partners to provide same-day
delivery to customers.

7. Customer Relationship Management (CRM)

Customer Relationship Management focuses on developing long-term relationships with customers by
providing quality products, personalized services, and effective after-sales support.

Example: Banks provide dedicated relationship managers, personalized financial advice, and loyalty
rewards to retain high-value customers.

8. Digital Marketing

Digital marketing has become an essential component of marketing management. It includes search engine
optimization (SEO), social media marketing, email marketing, content marketing, online advertising, and
analytics.

Example: A restaurant promotes its services through social media advertisements and online food delivery
platforms to attract nearby customers.

9. International Marketing
International marketing involves planning and executing marketing activities across different countries
while considering cultural, legal, economic, and political differences.

Example: A multinational food company modifies its menu according to local tastes and preferences in
different countries.



Functions of Marketing Management
Marketing Management performs several interrelated functions that help organizations satisfy customers
and achieve business objectives.

1. Market Planning
Marketing managers identify business opportunities, define marketing objectives, and prepare strategies
for achieving organizational goals through systematic planning.

Example: A cosmetics company plans to increase its market share by introducing organic skincare products
targeting environmentally conscious consumers.

2. Market Research
Continuous market research enables organizations to understand changing customer preferences,
competitor strategies, and market opportunities.

Example: Smartphone manufacturers regularly conduct customer satisfaction surveys before launching
upgraded models.

3. Product Management
Marketing managers oversee product design, packaging, branding, quality improvement, and product life
cycle management.

Example: A biscuit manufacturer introduces healthier variants with reduced sugar to meet changing
consumer preferences.

4. Pricing Management
Managers determine suitable pricing policies based on customer demand, competition, production costs,
and organizational objectives.

Example: Subscription-based software companies offer student discounts and premium pricing for
enterprise customers.

5. Promotion Management

Marketing managers develop advertising campaigns, promotional offers, public relations activities, and
digital marketing strategies to increase customer awareness.

Example: An electronics company launches television commercials and social media advertisements during
festive sales.

6. Distribution Management
Marketing managers ensure that products are available through appropriate distribution channels such as
wholesalers, retailers, online platforms, and direct selling.

Example: A dairy company supplies fresh milk to supermarkets, convenience stores, and households every
morning.

7. Customer Satisfaction
Marketing management continuously measures customer satisfaction through feedback, complaint

handling, and service improvement initiatives.

Example: Hotels collect guest reviews after checkout and use the feedback to improve service quality.



8. Marketing Control
Marketing control involves comparing actual performance with planned objectives and taking corrective
actions whenever necessary.

Example: If an advertising campaign fails to generate expected sales, managers revise promotional
messages or target different customer segments.

Importance of Marketing Management

Marketing Management plays a vital role in organizational success because it helps businesses understand
customers, develop suitable products, increase sales, strengthen brand image, improve customer
satisfaction, and enhance profitability. It also supports innovation, efficient resource utilization,
competitive advantage, and sustainable business growth. In today's digital economy, marketing
management enables organizations to respond quickly to changing consumer preferences and
technological advancements.

Example: Companies that continuously analyze customer feedback and introduce innovative products
often achieve stronger market positions and higher customer loyalty than competitors that fail to adapt to
changing market conditions.

Marketing Management is a comprehensive process that integrates customer needs with organizational
objectives. It encompasses market research, product development, pricing, promotion, distribution,
customer relationship management, and performance evaluation. Its scope has expanded significantly with
the growth of digital technologies, globalization, and customer-centric business models. Effective
marketing management enables organizations to create superior customer value, build long-term
relationships, achieve competitive advantage, and ensure sustainable profitability. Thus, it is a
fundamental discipline for students of management and an essential function for the success of every
modern business organization.

Selling versus Marketing

Selling and marketing are closely related business activities, but they are not the same. Selling is primarily
concerned with persuading customers to purchase products or services that have already been produced.
Marketing, on the other hand, begins before production by identifying customer needs and continues after
the sale by ensuring customer satisfaction and building long-term relationships. In modern business,
marketing is considered a broader concept, while selling is one of its important functions.

Meaning of Selling

Selling is the process of convincing or persuading customers to buy a product or service. It focuses on
converting products into cash by increasing sales volume. Selling generally starts after the product has
been manufactured and aims to persuade customers through personal selling, advertising,
demonstrations, negotiations, and promotional offers. The primary objective of selling is to increase
revenue by transferring ownership of goods from the seller to the buyer.

Example: A salesperson in an electronics showroom explains the features of a refrigerator, offers a festival
discount, and persuades the customer to purchase it. The emphasis is on closing the sale.

Meaning of Marketing

Marketing is the process of identifying, anticipating, and satisfying customer needs and wants profitably. It
begins with market research to understand consumer preferences, followed by product development,
pricing, promotion, distribution, and after-sales service. Marketing aims to create value for customers and
establish long-term relationships rather than simply increasing sales. It is a customer-oriented approach
that integrates all business activities to satisfy customer expectations.



According to Philip Kotler, marketing is the process of creating, communicating, delivering, and exchanging
value for customers.

Example: Before launching a new electric scooter, a company studies customer preferences regarding
battery life, price, charging time, and design. Based on this research, it develops a product that meets
customer expectations and promotes it through digital and traditional media. This entire process
represents marketing.

Selling versus Marketing

1. Difference in Concept

Selling is based on the concept of transferring products to customers after production. It assumes that
customers need to be persuaded to buy. Marketing, however, is based on understanding customer needs
before production and designing products that satisfy those needs.

Example: A furniture manufacturer that produces chairs first and then tries to sell them through discounts
is following a selling approach. Another company that surveys customers about preferred designs and
materials before manufacturing is following a marketing approach.

2. Difference in Focus
Selling focuses on the needs of the seller, such as increasing sales and clearing inventory. Marketing
focuses on the needs and satisfaction of customers.

Example: A garment retailer offering heavy discounts to clear unsold stock emphasizes selling. A fashion
brand introducing eco-friendly clothing based on customer demand emphasizes marketing.

3. Difference in Objective
The main objective of selling is to maximize sales volume and earn profits through higher sales. The
objective of marketing is to satisfy customers, build loyalty, and achieve long-term profitability.

Example: A mobile phone shop encouraging customers to purchase extended warranties to increase
immediate sales follows a selling approach. A smartphone company continuously improving its products
based on customer feedback follows a marketing approach.

4. Difference in Starting Point
Selling begins after the product has been produced. Marketing begins before production through market
research and customer analysis.

Example: A toy manufacturer producing toys without studying customer preferences and later promoting
them aggressively is practicing selling. A company conducting surveys among parents and children before
designing educational toys is practicing marketing.

5. Difference in Approach

Selling adopts a product-oriented approach, while marketing adopts a customer-oriented approach. Selling
emphasizes what the company has produced, whereas marketing emphasizes what customers actually
want.

Example: A company promoting the technical features of its washing machine focuses on selling. Another
company emphasizing how the washing machine saves time, water, and electricity to meet customer
needs focuses on marketing.



6. Difference in Duration

Selling generally establishes a short-term relationship with customers, ending after the transaction is
completed. Marketing aims to build long-term relationships by ensuring customer satisfaction and
providing after-sales services.

Example: A retailer selling a laptop without offering any follow-up service is focusing on selling. A laptop
company providing warranty support, software updates, and customer care is practicing marketing.

7. Difference in Scope

Selling is only one function of marketing. Marketing is a broader concept that includes market research,
product planning, branding, pricing, promotion, distribution, customer relationship management, and
after-sales service.

Example: A salesperson convincing customers to purchase insurance policies is involved in selling. The
insurance company conducting customer surveys, designing new policies, promoting them, and providing
claim settlement services is involved in marketing.

8. Difference in Customer Relationship
Selling aims at completing the sale, whereas marketing aims at creating customer satisfaction, trust, and
loyalty.

Example: An online seller offering a product without any return policy focuses on selling. An e-commerce
company providing easy returns, customer reviews, and personalized recommendations follows a

marketing approach.

Comparison between Selling and Marketing

Basis Selling Marketing
Meaning Persuading customers to purchase | Identifying and satisfying customer needs
products profitably

Orientation Product-oriented Customer-oriented

Starting Point Begins after production Begins before production with market
research

Focus Seller's needs Customer's needs

Objective Increase sales and profits Cust.om(?r. satisfaction and long-term
profitability

Scope Narrow; one part of marketing Broad; includes all marketing activities

Relationship Short-term Long-term

Selling and marketing are complementary but fundamentally different concepts. Selling focuses on
persuading customers to purchase existing products, while marketing begins with understanding customer
needs and develops products and services that satisfy those needs. Selling is transaction-oriented and aims
at increasing immediate sales, whereas marketing is relationship-oriented and seeks to create long-term
customer value and organizational success. In today's highly competitive and customer-driven business
environment, organizations achieve sustainable growth by adopting a marketing-oriented approach in
which selling becomes a natural outcome of delivering superior value to customers.

Concept of Marketing Myopia and the 80:20 Principle

In the modern business environment, organizations must understand customer needs, changing market
trends, and competitive forces to achieve long-term success. Two important concepts that help businesses
improve their marketing strategies are Marketing Myopia and the 80:20 Principle (Pareto Principle).
Marketing Myopia explains why businesses fail when they focus too much on products rather than
customer needs, whereas the 80:20 Principle helps organizations identify the customers, products, or



activities that generate the majority of business results. Together, these concepts enable marketers to
make better strategic decisions and improve organizational performance.

Marketing Myopia

Definition:  Marketing Myopia is a business philosophy in which a company focuses too much on its
products or production processes and pays insufficient attention to changing customer
needs and market conditions. As a result, the company may lose customers, face declining
sales, and become less competitive over time.

The concept of Marketing Myopia was introduced by Theodore Levitt in his famous 1960
article "Marketing Myopia."

According to Levitt:

"Businesses fail because they define their business in terms of products instead of customer
needs."

This means that companies should not think about what they produce, but rather what
customer problem they solve.

Concept of Marketing Myopia

Marketing Myopia occurs when organizations believe that their products will always remain in demand
without considering changes in customer preferences, technological developments, competition, or
market trends. Such companies often concentrate on improving existing products instead of understanding
what customers truly value. As markets evolve, these organizations struggle because they fail to adapt to
new opportunities and changing consumer expectations.

A customer-oriented organization continually asks, "What does the customer need?" rather than "How can
we sell our existing product?" This shift in thinking is the essence of avoiding marketing myopia.

Characteristics of Marketing Myopia
Marketing Myopia has several common characteristics that can negatively affect business performance.

1. Product-Oriented Thinking

Companies concentrate primarily on manufacturing and improving products instead of understanding
customer requirements.

Example: A camera manufacturer focuses only on improving film cameras while ignoring customers'
growing preference for digital photography.

2. Ignoring Customer Needs

Organizations fail to recognize changing customer preferences and continue offering products that
customers no longer desire.

Example: A bookstore that refuses to introduce online ordering and e-books may lose customers to digital
platforms.

3. Short-Term Focus

Companies emphasize immediate sales and profits instead of building long-term customer relationships
and sustainable growth.

Example: A retailer repeatedly offers deep discounts to boost short-term sales but neglects product quality
and customer service.

4. Resistance to Innovation
Businesses become reluctant to adopt new technologies or business models because they are satisfied
with their existing products.



Example: A taxi company ignoring app-based ride-booking services eventually loses customers to
technology-driven competitors.

Causes of Marketing Myopia

Several factors contribute to Marketing Myopia:
e Excessive focus on the product rather than the customer.
e Belief that current products will remain successful indefinitely.
e Failure to conduct regular market research.
e Ignoring technological changes and innovation.
e Underestimating competitors and changing consumer lifestyles.
e Lack of customer feedback and relationship management.

Effects of Marketing Myopia
Marketing Myopia can have serious consequences for organizations.
e Declining sales and market share.
e Reduced customer satisfaction and loyalty.
e Loss of competitive advantage.
e Failure to respond to technological changes.
e Poor innovation and limited product development.
¢ Long-term business decline or even closure.

Examples of Marketing Myopia

Example 1: Film Camera Industry

Traditional film camera manufacturers focused on improving film technology while customers increasingly
preferred digital cameras. Companies that failed to adapt lost significant market share.

Example 2: Video Rental Stores
Video rental businesses concentrated on renting physical DVDs without recognizing customers' growing
demand for online streaming services. Many failed because they ignored changing customer preferences.

Example 3: Smartphone Industry
Some mobile phone manufacturers concentrated on improving traditional keypad phones while customers
shifted rapidly toward touchscreen smartphones with internet connectivity.

How to Avoid Marketing Myopia
Organizations can avoid Marketing Myopia by:
e Conducting regular market research.
¢ Understanding changing customer needs.
e Encouraging continuous innovation.
¢ Adopting new technologies.
¢ Building strong customer relationships.
e Focusing on customer value rather than merely selling products.
¢ Monitoring competitors and market trends.

The 80:20 Principle (Pareto Principle)

Definition of the 80:20 Principle

The 80:20 Principle, also known as the Pareto Principle, states that approximately 80% of outcomes come
from 20% of causes. Although the exact percentages may vary, the principle highlights that a relatively
small number of inputs often generate the majority of results.

The principle was introduced by Vilfredo Pareto, who observed that about 80% of the land in Italy was
owned by 20% of the population. Later, management experts applied this idea to business and marketing.



Concept of the 80:20 Principle in Marketing

In marketing, the 80:20 Principle suggests that a small proportion of customers, products, or marketing
activities often contributes to most of the organization's sales, profits, or business growth. Therefore,
businesses should identify these high-value customers and activities and allocate resources more
effectively.

The principle encourages marketers to focus on quality rather than quantity and to invest in areas that
generate the greatest return.

Applications of the 80:20 Principle in Marketing

1. Customers

Often, about 20% of customers generate nearly 80% of total sales or profits.

Example: A luxury watch company may find that a small group of loyal customers accounts for the majority
of its annual revenue. The company therefore offers exclusive memberships and personalized services to
retain them.

2. Products

A limited number of products may contribute most of the company's profits.

Example: A bakery sells 50 different items, but only 10 of them generate most of its daily revenue.
Management focuses on maintaining the quality and availability of these bestselling products.

3. Marketing Campaigns

Only a few marketing campaigns may produce most customer inquiries or sales.

Example: An online retailer discovers that email marketing and social media advertisements generate most
of its website traffic and purchases, while other promotional methods have limited impact.

4. Sales Representatives

A small percentage of salespeople may achieve the highest sales performance.

Example: In an automobile dealership, a few experienced sales executives consistently contribute a major
portion of total vehicle sales.

Advantages of the 80:20 Principle
The 80:20 Principle offers several benefits:
e Helps identify the most profitable customers.
e Improves resource allocation.
e Increases marketing efficiency.
e Enhances profitability.
e Supports better strategic decision-making.
e Reduces unnecessary costs.
e Improves customer relationship management.

Limitations of the 80:20 Principle
Despite its usefulness, the principle has certain limitations:
e The 80:20 ratio is not universal and varies across industries.
e Excessive focus on high-value customers may neglect emerging customer segments.
e Market conditions can change over time.
e Continuous data analysis is required to identify the most valuable customers and products.



Difference between Marketing Myopia and the 80:20 Principle

Basis Marketing Myopia 80:20 Principle
Meanin Focusing on products instead of customer | A small proportion of causes generates most
& needs results
. Customer orientation and long-term | Efficient allocation of resources for maximum
Main Focus .
business success results
.. Avoid business failure by understandin L .
Objective ¥ 8 Improve profitability and productivity
customer needs
Nature Strategic marketing philosophy Management and decision-making principle
. . Focusing on the top customers who generate
Example Ignoring changing customer preferences

most revenue

Marketing Myopia and the 80:20 Principle are two important concepts in Marketing Management.
Marketing Myopia warns organizations against becoming product-oriented and ignoring changing
customer needs, while the 80:20 Principle helps businesses identify the customers, products, and activities
that contribute most to organizational success. Organizations that remain customer-focused, embrace
innovation, and allocate resources strategically are more likely to achieve sustainable growth, stronger
customer relationships, and long-term competitive advantage. Together, these concepts provide valuable
guidance for developing effective marketing strategies in today's dynamic business environment.
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The Marketing Mix is one of the most important concepts in marketing management. It refers to the set of
controllable marketing tools that an organization combines to satisfy customers' needs and achieve its
business objectives. These tools help a company design the right product, determine an appropriate price,
select suitable distribution channels, and promote the product effectively. The marketing mix enables firms
to create value for customers while gaining a competitive advantage in the marketplace.

The concept of the Marketing Mix was first introduced by Neil H. Borden in the 1950s. Later, E. Jerome
McCarthy simplified the concept into the famous 4Ps of Marketing—Product, Price, Place, and Promotion.
Today, for service industries, this framework has been expanded to 7Ps, adding People, Process, and
Physical Evidence.

Definition of Marketing Mix

According to Philip Kotler:

"Marketing Mix is the set of controllable tactical marketing tools that the firm blends to produce the
response it wants in the target market."

Another simple definition is:
Marketing Mix is the combination of marketing variables that a company controls to influence
consumers' purchasing decisions and satisfy customer needs while achieving organizational goals.

Objectives of the Marketing Mix

The major objectives of the marketing mix are:
e To satisfy customer needs and wants.
e Toincrease sales and market share.



e To create customer value and loyalty.
e To compete effectively in the market.
¢ To maximize profits.

e To build a strong brand image.

e To achieve long-term business growth.

Elements of the Marketing Mix (4Ps)

1. Product

Product refers to anything that is offered to customers to satisfy their needs or wants. A product may be a
physical good, a service, an idea, or even an experience. While designing a product, marketers consider its
quality, features, design, packaging, branding, warranty, and after-sales service. A successful product
should solve customers' problems and provide value.

Example: The Apple iPhone offers advanced technology, an attractive design, excellent camera quality,
regular software updates, and premium customer service. These features make it highly desirable among
customers.

2. Price

Price is the amount of money customers pay to purchase a product or service. Pricing decisions directly
affect sales volume, profitability, and customer perception. Companies use different pricing strategies such
as premium pricing, penetration pricing, competitive pricing, discount pricing, and psychological pricing
depending on their objectives and market conditions.

Example: Xiaomi adopts competitive pricing by offering smartphones with advanced features at affordable
prices, helping the company attract price-sensitive customers.

3. Place

Place refers to the distribution channels through which products reach customers. The objective is to make
products available at the right place, at the right time, and in the right quantity. Distribution may involve
wholesalers, retailers, online platforms, company-owned stores, or direct selling.

Example: Amazon makes products available through its online marketplace and fast delivery network,
allowing customers to receive goods conveniently at their homes.

4. Promotion

Promotion includes all communication activities used to inform, persuade, and remind customers about a
product. Promotion consists of advertising, personal selling, sales promotion, public relations, direct
marketing, digital marketing, influencer marketing, and social media marketing. Effective promotion
increases awareness, creates demand, and encourages purchases.

Example: Coca-Cola uses television advertisements, social media campaigns, sponsorships, celebrity
endorsements, and festive promotions to maintain strong customer engagement and brand recognition.

For service organizations, the traditional marketing mix has been expanded to include three additional
elements.

5. People

People include employees, managers, customer service representatives, and customers who interact
during service delivery. Employee behaviour, knowledge, communication skills, and attitude significantly
influence customer satisfaction.

Example: Friendly and knowledgeable staff in a hotel create a positive experience that encourages repeat
visits.



6. Process

Process refers to the procedures and activities through which services are delivered. Efficient processes
reduce waiting time, improve customer convenience, and increase service quality.

Example: Online ticket booking systems allow customers to book airline tickets quickly and conveniently.

7. Physical Evidence

Physical Evidence refers to the tangible aspects that support a service, such as office layout, ambience,
equipment, brochures, websites, uniforms, and packaging. These tangible elements help customers judge
the quality of an otherwise intangible service.

Example: A clean hospital with modern equipment, professional staff uniforms, and organized reception
areas creates confidence among patients.

Importance of the Marketing Mix
The marketing mix plays a vital role in business success because it:
e Helps organizations understand customer needs.
o Facilitates effective product planning.
e Supports appropriate pricing decisions.
e Ensures efficient distribution.
e Improves promotional effectiveness.
e Creates customer satisfaction and loyalty.
¢ Strengthens competitive advantage.
¢ Enhances profitability and sustainable growth.

Practical Example: Marketing Mix of Nike

Marketing Mix Element | Example
Product Sports shoes, apparel, fitness accessories with innovative technology
Price Premium pricing reflecting quality and brand reputation
Place Company stores, authorized dealers, e-commerce websites, mobile app
lebri ital Keti hi ol -
Promotion Ce ebrl'ty endorsements, digital marketing, sports sponsorships, social media
campaigns
People Well-trained sales staff and customer support teams
Process Easy online ordering, secure payment, fast delivery, efficient return policy
Attractive stores, premium packaging, modern website, branded shoppin
Physical Evidence bags ' P P gIng, ’ PpIng

Relationship among the 4Ps
The four elements of the marketing mix are interdependent.
e A high-quality Product must have an appropriate Price.
e The product should be available at the right Place.
e Customers should be informed through effective Promotion.
¢ A weakness in any one element can reduce the effectiveness of the entire marketing strategy.
For example, an excellent smartphone with poor distribution or ineffective advertising may fail to achieve
expected sales.

The Marketing Mix is the foundation of modern marketing management. It enables organizations to
develop customer-oriented strategies by combining the right product, price, place, and promotion. In
today's competitive environment, businesses also focus on people, process, and physical evidence,
particularly in service industries. A well-designed marketing mix helps organizations satisfy customer
needs, build strong brands, improve profitability, and achieve sustainable growth. Therefore,
understanding and effectively implementing the Marketing Mix is essential for every marketing manager
and business organization.




Bottom of the Pyramid (BoP) Concept

BOTTOM OF THE PYRAMID
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The Bottom of the Pyramid (BoP) is a marketing and business
concept that refers to the largest but poorest segment of the
population, consisting of people with low incomes who have
limited purchasing power. Although each individual consumer
spends relatively little, collectively they represent a huge
market because of their large population. The concept
encourages businesses to develop affordable, accessible, and
innovative products and services that improve the quality of life
of low-income consumers while also generating profits.

;‘l B The BoP

S - concept

gained
global
recognition
through
the work of
C. K.
Prahalad
and Stuart
L. Hart,
particularly

through Prahalad's influential book The Fortune at the Bottom of the Pyramid.

Definition

According to C. K. Prahalad, the Bottom of the Pyramid refers to:

"The vast population of low-income consumers who are underserved by traditional markets but represent
significant business opportunities when served with affordable and innovative solutions."



In simple words, the Bottom of the Pyramid consists of people who have limited income but still require
essential goods and services such as food, clothing, education, healthcare, banking, housing,
transportation, and communication.

Meaning of Bottom of the Pyramid
Imagine a pyramid representing the world's population according to income.
e Top of the Pyramid: Wealthy consumers with high purchasing power.
e Middle of the Pyramid: Middle-income consumers.
e Bottom of the Pyramid: Low-income consumers, including daily wage earners, small farmers, street
vendors, laborers, tribal communities, and economically weaker sections.
Although people at the bottom spend less individually, they collectively create enormous demand because
they form the largest share of the population.

Features of the Bottom of the Pyramid

1. Large Population

The BoP segment includes billions of people across developing countries. In India, a significant proportion
of rural and low-income households belong to this segment.

Example: Small grocery shops in villages serve hundreds of low-income families every day.

2. Low Purchasing Power
Consumers usually buy products in small quantities because their income is limited and often earned daily.
Example: A daily wage worker purchases cooking oil worth 220 instead of buying a one-litre bottle.

3. High Price Sensitivity
Even a small increase in price may affect purchasing decisions.
Example: Many customers choose a X5 biscuit packet instead of a 20 family pack.

4. Need-Based Consumption

Purchases are mainly focused on essential goods rather than luxury products.

Example: Families prioritize rice, vegetables, medicines, and school supplies over expensive electronic
gadgets.

5. Limited Access to Markets

People living in remote villages often have limited access to supermarkets, hospitals, banks, and
educational institutions.

Example: Mobile banking and digital payment services have helped villagers access financial services
without visiting distant bank branches.

6. Opportunity for Innovation

Companies develop low-cost, high-quality products specifically for BoP consumers.

Example: Affordable water purifiers, solar lanterns, and low-cost smartphones have been designed for
rural markets.

Principles of BoP Marketing
Businesses targeting BoP consumers generally follow these principles:
e Produce affordable products.
¢ Maintain acceptable quality.
e Ensure easy availability in rural and remote areas.
e Develop products according to local needs.
e Build consumer trust through education and awareness.
e Use innovative packaging and distribution methods.



Daily Life Examples of the Bottom of the Pyramid Concept

Example 1: Shampoo Sachets

Instead of purchasing a X300 shampoo bottle, many consumers buy X1 or X2 sachets because they can
afford small daily expenses. Companies increase sales by selling small quantities.

Example 2: Milk Packets
Many families buy 250 ml milk packets every morning instead of purchasing larger quantities due to
limited daily income.

Example 3: Mobile Recharge
Instead of monthly recharge plans, many users recharge their mobile phones with %10, %20, or X50
whenever money is available.

Example 4: UPI Payments
Street vendors, vegetable sellers, and tea stalls increasingly accept digital payments through UPI. This
allows even small-value transactions without requiring customers to carry cash.

Example 5: Affordable Medicines
Generic medicine stores provide quality medicines at lower prices, making healthcare more affordable for
low-income families.

Example 6: Low-Cost Housing
Government-supported affordable housing schemes enable economically weaker families to own houses
through subsidized loans and financial assistance.

Example 7: Solar Lanterns
Villages with irregular electricity use affordable solar lanterns for lighting, reducing dependence on
kerosene.

Example 8: Public Transport
Daily commuters often use buses or shared auto-rickshaws because they are more affordable than private
vehicles.

Business Strategies for BoP Markets

Companies adopt several strategies to successfully serve BoP consumers:
Low-cost pricing.

Small unit packaging (sachet marketing).

Local distribution through village retailers.

Mobile-based services.

Easy financing and microcredit.

Simple product design.

Community awareness campaigns.

NouswNeE

Advantages of the BoP Concept
For Businesses
e Access to a vast untapped market.
e Increased sales volume.
e Long-term customer loyalty.
e Opportunities for innovation.
e Stronger brand presence in rural markets.



For Society

Improved access to essential goods and services.
Better employment opportunities.

Financial inclusion.

Improved health and education.

Enhanced standard of living.

Limitations of the BoP Concept

Low profit margin per customer.

High distribution costs in rural areas.

Poor infrastructure.

Limited consumer awareness.

Seasonal and uncertain income of consumers.
Difficulty in maintaining quality at very low prices.

Indian Examples of the BoP Concept

Hindustan Unilever introduced shampoo, detergent, and toothpaste in small sachets, making
branded products affordable for low-income consumers.

Amul offers milk and dairy products in multiple pack sizes to suit different income groups.

State Bank of India and other banks promote basic savings accounts and financial inclusion for low-
income households.

Reliance Jio expanded affordable mobile internet access, enabling digital inclusion across rural
India.

Godrej Consumer Products markets affordable household and personal care products in small packs
for rural consumers.

The Bottom of the Pyramid (BoP) concept demonstrates that low-income consumers are not merely
beneficiaries of welfare but also an important market segment with significant economic potential. By
offering affordable, accessible, and innovative products, businesses can achieve sustainable profits while
improving the living standards of millions of people. In countries like India, where a large proportion of the
population belongs to the BoP segment, this approach supports inclusive growth, poverty reduction,
financial inclusion, and overall economic development. It has therefore become an important concept in
modern marketing, rural marketing, and social entrepreneurship.
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Definition of

Marketing Technological Environmental

Environment

According to Philip

Kotler,

"A company's marketing environment consists of the actors and forces outside marketing that affect
marketing management's ability to develop and maintain successful relationships with target
customers."

In simple words, the marketing environment includes all the factors that influence the success or failure of
a company's marketing activities.

Components of Marketing Environment

The marketing environment is broadly divided into two categories:
1. Micro Marketing Environment
2. Macro Marketing Environment

1. Micro Marketing Environment

Meaning

The Micro Marketing Environment consists of factors that are close to the company and directly influence
its ability to serve customers. These factors are relatively controllable because the organization can
interact with them and manage relationships effectively.

Features of Micro Environment
o Directly affects day-to-day business operations.
e Closely related to the organization.
e Comparatively controllable.
¢ Influences customer satisfaction and business performance.
e Requires continuous coordination with stakeholders.

Elements of the Micro Marketing Environment

1. The Company

The company itself is the first component of the micro environment. All departments—such as production,
finance, human resources, research and development, and marketing—must work together to achieve
marketing objectives.

Example: If the production department cannot manufacture enough products during the festive season,
the marketing department may fail to meet customer demand.



2. Suppliers

Suppliers provide the raw materials, components, machinery, and services required for production.
Reliable suppliers help maintain product quality and timely delivery.

Example: A bakery depends on flour, sugar, and milk suppliers. Delays in supply may interrupt production
and reduce sales.

3. Marketing Intermediaries

Marketing intermediaries assist companies in promoting, selling, storing, transporting, and distributing
products to consumers.

Examples include wholesalers, retailers, distributors, logistics companies, and advertising agencies.
Example: An online retailer depends on courier companies to deliver products to customers on time.

4., Customers

Customers are the most important part of the marketing environment because all marketing efforts are
designed to satisfy their needs and wants.

Example: A smartphone company introduces improved camera features after identifying that customers
increasingly value mobile photography.

5. Competitors

Competitors are businesses offering similar products or services. Companies must continuously monitor
competitors to maintain their market position.

Example: When one telecom company reduces data prices, competing companies often launch similar or
better plans to retain customers.

6. Publics

Publics include groups that influence a company's reputation and performance, such as the media,
financial institutions, government agencies, local communities, investors, and consumer organizations.
Example: Positive newspaper coverage of a company's environmental initiatives can enhance its brand
image.

Example of the Micro Environment

Consider a small dairy business. It purchases milk from farmers (suppliers), processes it in its factory
(company), distributes products through retailers (intermediaries), sells to households (customers),
competes with other dairy brands (competitors), and maintains a positive image through community
activities (publics). Together, these factors make up its micro marketing environment.

2. Macro Marketing Environment

Meaning

The Macro Marketing Environment consists of broader external forces that affect all businesses in an
economy. These factors are generally beyond the control of individual organizations but significantly
influence marketing decisions.

Features of Macro Environment
¢ External to the organization.
e Largely uncontrollable.
e Influences all industries.
e Changes continuously over time.
¢ Creates both opportunities and threats.

Elements of the Macro Marketing Environment
1. Demographic Environment



The demographic environment includes characteristics of the population such as age, gender, education,
occupation, family size, income, and population growth.

Example: The increasing youth population in India has boosted demand for smartphones, online
education, and digital entertainment.

2. Economic Environment

Economic factors include income levels, inflation, unemployment, interest rates, taxation, and purchasing
power.

Example: During periods of high inflation, many families switch from premium brands to more affordable
alternatives.

3. Natural Environment

The natural environment includes natural resources, climate, environmental protection, and sustainability
issues.

Example: Companies increasingly use biodegradable packaging to reduce plastic waste and comply with
environmental regulations.

4. Technological Environment

Technological developments create new products, improve production efficiency, and transform customer
experiences.

Example: Online shopping, digital payment systems, and artificial intelligence have revolutionized retail
businesses.

5. Political and Legal Environment

Government policies, laws, taxation, labor regulations, and consumer protection laws directly influence
business operations.

Example: Changes in tax policies or food safety regulations require companies to revise their pricing,
packaging, or manufacturing processes.

6. Socio-Cultural Environment

Socio-cultural factors include customs, beliefs, values, lifestyles, traditions, education, and cultural
practices that shape consumer behavior.

Example: Growing health awareness has increased demand for organic foods, low-sugar beverages, and
fitness products.

Example of the Macro Environment

A car manufacturer may experience rising sales due to increasing income levels (economic factor), growing
urbanization (demographic factor), advances in electric vehicle technology (technological factor), stricter
emission standards (political/legal factor), and rising environmental awareness (natural and socio-cultural
factors). These are macro environmental influences because they affect the entire industry.

Difference Between Micro and Macro Marketing Environment

Basis Micro Environment Macro Environment

Meaning Factors close to the business Broad external forces affecting all businesses

Control Partially controllable Mostly uncontrollable

Impact Direct and immediate Indirect but significant

Scope Organization-specific Economy and society-wide
Customers, suppliers,

Examples . Economy, technology, government, culture
competitors




Importance of Studying the Marketing Environment
¢ Helps identify market opportunities.
e Assists in recognizing potential threats.
e Supports effective marketing planning.
e Improves customer satisfaction.
e Enables businesses to respond to changing consumer needs.
e Encourages innovation and product development.
e Strengthens competitive advantage.
e Reduces business risk through informed decision-making.

Daily Life Examples

e A local grocery store stocks more cold drinks and ice cream during summer because of seasonal
demand (natural environment).

e An online clothing retailer offers digital payment options and same-day delivery due to
technological advancements and changing customer expectations (technological and customer
factors).

e A restaurant introduces healthier menu items because customers are becoming more health-
conscious (socio-cultural environment).

¢ A small business changes its pricing strategy after an increase in the cost of raw materials caused by
inflation (economic environment).

e A mobile phone company launches budget-friendly models to meet the needs of students and
middle-income families (demographic and economic environments).

The marketing environment consists of all the internal and external forces that influence an organization's
marketing activities. The micro environment includes factors such as the company, suppliers, customers,
competitors, intermediaries, and publics that directly affect business operations. The macro environment
comprises broader forces such as demographic, economic, natural, technological, political/legal, and socio-
cultural factors that shape the overall business landscape. A thorough understanding of both environments
enables organizations to anticipate change, develop effective marketing strategies, satisfy customer needs,
and achieve sustainable growth in an increasingly competitive marketplace.

Need for Analyzing the Marketing Environment

Marketing environment analysis is the systematic process of studying all the internal and external factors
that influence an organization's marketing decisions and business performance. These factors include
customers, competitors, suppliers, government policies, technological developments, economic conditions,
and social trends. Since the business environment is dynamic and constantly changing, analyzing the
marketing environment helps organizations identify opportunities, overcome challenges, and remain
competitive in the market.

Need for Analyzing the Marketing Environment

Identifying Market Opportunities

One of the primary reasons for analyzing the marketing environment is to identify new business
opportunities. Changes in customer preferences, technological innovations, or government policies often
create new markets and demand for products or services. Businesses that continuously monitor these
changes can introduce innovative products before their competitors.

Example: The growing awareness of environmental protection has increased the demand for eco-friendly
products such as paper straws, electric vehicles, and reusable shopping bags.

Understanding Customer Needs and Preferences

Consumer tastes, lifestyles, and purchasing behavior change over time. Marketing environment analysis
enables businesses to understand these changes and develop products and services that satisfy customer
expectations.



Example: The increasing demand for healthy food has encouraged restaurants to introduce low-calorie
meals, organic foods, and sugar-free beverages.

Dealing with Competition

Every business operates in a competitive market. By analyzing competitors' strategies, pricing, promotional
activities, and product innovations, companies can formulate better marketing strategies and gain a
competitive advantage.

Example: Smartphone manufacturers regularly monitor competitors' product launches and introduce new
features such as Al cameras, fast charging, and foldable screens to remain competitive.

Adapting to Technological Changes

Technology is rapidly transforming the way businesses operate. Marketing environment analysis helps
organizations adopt new technologies for production, communication, customer service, and digital
marketing.

Example: Many retailers now use artificial intelligence, online shopping platforms, and digital payment
systems to improve customer convenience.

Responding to Economic Changes

Economic conditions such as inflation, unemployment, income levels, and interest rates directly affect
consumers' purchasing power. Analyzing these factors enables businesses to modify pricing, production,
and promotional strategies accordingly.

Example: During periods of inflation, companies often introduce smaller packaging at affordable prices to
maintain sales.

Complying with Government Policies and Legal Regulations

Government laws related to taxation, consumer protection, environmental standards, and advertising
significantly influence business operations. Marketing environment analysis helps organizations remain
legally compliant and avoid penalties.

Example: Food companies must follow food safety regulations and display nutritional information on
product labels.

Managing Business Risks

Environmental analysis enables businesses to identify potential threats such as new competitors, changing
regulations, supply chain disruptions, or economic recessions. Early identification helps organizations
prepare contingency plans and reduce risks.

Example: Companies diversify their suppliers to avoid production interruptions caused by transportation
problems or natural disasters.

Improving Strategic Planning

Accurate environmental analysis provides reliable information for long-term business planning. It helps
management make informed decisions regarding market expansion, product development, pricing, and
promotional strategies.

Example: Before entering a new city or country, companies analyze customer demand, competition, legal
requirements, and cultural factors.

Enhancing Customer Satisfaction

Understanding customer expectations allows businesses to provide better products, services, and after-
sales support. Satisfied customers are more likely to become loyal customers and recommend the brand to
others.

Example: Online shopping companies provide easy return policies and quick delivery services to improve
customer satisfaction.



Achieving Sustainable Growth

Continuous monitoring of the marketing environment enables organizations to adapt to changes and
maintain long-term profitability. Businesses that respond quickly to environmental changes are more likely
to survive and grow in a competitive marketplace.

Example: Companies investing in renewable energy and sustainable manufacturing practices not only
reduce costs but also attract environmentally conscious customers.

Importance of Marketing Environment Analysis
e Helps identify business opportunities and threats.
e Supports better decision-making and strategic planning.
e Improves understanding of customer needs and market trends.
e Enhances competitive advantage.
e Assists in complying with legal and government regulations.
e Reduces business risks and uncertainty.
e Promotes innovation and technological adaptation.
¢ Contributes to customer satisfaction and long-term business success.

Analyzing the marketing environment is essential for every organization because it provides valuable
information about the factors affecting business performance. It enables firms to understand customers,
competitors, economic conditions, technological developments, and government policies. By continuously
monitoring both the micro environment and macro environment, businesses can make informed
marketing decisions, reduce risks, exploit opportunities, and achieve sustainable growth in today's rapidly
changing business world.
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Marketing Segmentation: Definition, Concept, and Examples

Marketing segmentation (or market segmentation) is the process of dividing a large and diverse market
into smaller groups of customers who have similar needs, characteristics, behaviors, or preferences.
Instead of offering the same product to everyone, businesses identify specific customer groups and design
products, pricing, promotions, and distribution strategies to meet the unique needs of each segment.
Market segmentation helps organizations use their marketing resources more effectively and improve
customer satisfaction.

Definition of Market Segmentation

According to Philip Kotler: "Market segmentation is the process of dividing a market into distinct groups
of buyers who have different needs, characteristics, or behaviors and who might require separate
products or marketing mixes." In simple words, market segmentation means identifying groups of
customers who are similar in certain ways so that businesses can serve them more efficiently.

Concept of Marketing Segmentation

The concept of market segmentation is based on the idea that customers are not identical. They differ in
terms of age, income, education, lifestyle, location, buying habits, and preferences. A product that appeals
to one group of consumers may not appeal to another. Therefore, companies divide the market into
smaller segments and develop customized marketing strategies for each segment. This customer-oriented
approach increases the chances of business success.

Example: A clothing company manufactures different product lines for children, teenagers, working
professionals, and senior citizens because each group has different clothing preferences and purchasing
behavior.

Objectives of Market Segmentation

To Understand Customer Needs

Market segmentation helps businesses identify the specific needs and preferences of different groups of
customers. This enables companies to design products and services that better satisfy customers.

Example: A cosmetic company produces separate skincare products for teenagers, adults, and elderly
customers because their skin care needs differ.

To Improve Customer Satisfaction

By offering products that match customer expectations, businesses can increase customer satisfaction and
loyalty.

Example: Restaurants provide vegetarian, vegan, gluten-free, and diabetic-friendly menus to satisfy
customers with different dietary preferences.

To Use Marketing Resources Efficiently

Instead of spending money on advertising to everyone, businesses can focus their promotional efforts on
the most profitable customer groups.

Example: A luxury car manufacturer advertises primarily to high-income professionals rather than to the
general public.

To Increase Sales and Profitability

Targeting the right customer segment improves sales because products are more relevant to customers'
needs.

Example: Companies selling premium smartphones target technology enthusiasts who are willing to pay
higher prices for advanced features.



To Gain Competitive Advantage

Segmentation enables companies to differentiate themselves from competitors by offering specialized
products.

Example: A travel company designs exclusive adventure tour packages for young travelers while offering
religious tour packages for senior citizens.

Types of Market Segmentation

Geographic Segmentation

Geographic segmentation divides customers based on their location, such as country, state, city, region, or
climate.

Example: A company sells woolen clothing in northern hill regions during winter, while it markets cotton
clothing more heavily in warmer southern regions.

Demographic Segmentation

Demographic segmentation divides the market according to measurable characteristics such as age,
gender, income, occupation, education, family size, and religion.

Example: Baby food is marketed to parents of infants, while retirement investment plans are promoted to
older adults.

Psychographic Segmentation

Psychographic segmentation classifies customers based on lifestyle, personality, interests, attitudes, and
values.

Example: Fitness brands promote sportswear and gym equipment to health-conscious consumers who
regularly exercise.

Behavioral Segmentation

Behavioral segmentation groups customers according to their purchasing behavior, product usage, loyalty,
benefits sought, and buying occasions.

Example: Airlines reward frequent travelers with loyalty points and premium membership benefits.

Importance of Market Segmentation

Better Product Development

Segmentation helps businesses develop products that closely match customer requirements.

Example: Mobile phone manufacturers produce budget, mid-range, and premium smartphones for
different customer segments.

Better Pricing Strategy

Different customer groups have different purchasing power, allowing companies to adopt suitable pricing
strategies.

Example: Software companies often provide student discounts while charging businesses the full
commercial price.

Effective Advertising

Segmentation allows companies to design advertisements that appeal directly to a specific audience.
Example: Children's toys are advertised during cartoon programs, while financial investment services are
promoted on business news channels.

Higher Customer Loyalty
Customers are more likely to remain loyal when products meet their specific needs.
Example: Coffee shops offering customized beverages and loyalty programs encourage repeat purchases.



Advantages of Market Segmentation
e Helps identify profitable customer groups.
e Improves customer satisfaction and loyalty.
e Increases sales and business profitability.
e Makes advertising and promotion more effective.
e Supports better product development and innovation.
e Enables efficient use of marketing resources.
e Strengthens competitive advantage.
e Improves long-term business growth.

Limitations of Market Segmentation
e Requires extensive market research.
e Increases marketing and production costs.
¢ Segments may change over time due to changing customer preferences.
¢ Managing multiple market segments can be complex.
¢ Incorrect segmentation may lead to poor marketing decisions.

Real-Life Example
A smartphone company follows market segmentation by offering:
¢ Budget smartphones for students and first-time buyers.
¢ Mid-range smartphones for working professionals.
e Premium flagship smartphones for business executives and technology enthusiasts.

Each segment receives different pricing, promotional campaigns, and product features, helping the
company satisfy diverse customer needs and maximize profits.

Market segmentation is a fundamental concept in marketing that enables businesses to divide a broad
market into smaller, homogeneous customer groups with similar needs and preferences. By understanding
the characteristics of each segment, organizations can design appropriate products, pricing, promotion,
and distribution strategies. Effective market segmentation leads to higher customer satisfaction, improved
competitive advantage, efficient use of marketing resources, and sustainable business growth. It is one of
the most important tools for achieving success in today's highly competitive marketplace.

Positioning: Meaning, Definition, and Importance of Consumer Behavior

Positioning is the process of creating a unique image or identity for a product, service, or brand in the
minds of consumers. It helps customers understand how a product is different from and better than
competing products. Positioning is achieved through product features, quality, price, design, promotion,
packaging, or customer service. Effective positioning enables a company to occupy a distinctive place in the
target market and influence consumers' purchasing decisions.

Definition of Positioning

According to Philip Kotler: "Positioning is the act of designing the company's offering and image to
occupy a distinctive place in the minds of the target market." In simple terms, positioning means creating
a favorable perception of a product so that customers prefer it over competing brands.

Meaning of Positioning

Positioning focuses on how customers perceive a brand rather than what the company actually produces.
Every company attempts to create a unique value proposition that differentiates its products from
competitors. A successful positioning strategy communicates the product's benefits clearly and
consistently to the target audience.



Example: A premium smartphone brand positions itself as an innovation and quality leader with advanced
cameras and high performance, while another smartphone brand positions itself as offering value for
money with affordable prices and reliable features.

Importance of Positioning

Creates Brand Identity

Positioning helps establish a distinct identity for a product or brand in the minds of consumers. A strong
identity makes the product easily recognizable and memorable.

Example: A luxury watch brand positions itself as a symbol of prestige and elegance.

Differentiates the Product from Competitors

In competitive markets, positioning highlights the unique features and benefits that distinguish one brand
from another.

Example: Two toothpaste brands may compete by positioning one as a cavity protection toothpaste and
the other as a whitening toothpaste.

Builds Customer Loyalty

When customers consistently receive the promised value, they develop trust and become loyal to the
brand.

Example: A coffee shop known for high-quality beverages and excellent customer service attracts repeat
customers.

Supports Marketing Strategies

Positioning guides decisions related to product design, pricing, promotion, and distribution so that all
marketing activities communicate the same brand message.

Example: A luxury fashion brand maintains premium pricing and exclusive advertising to reinforce its
premium image.

Increases Sales and Profitability

A well-positioned product attracts the right target customers, leading to increased sales and stronger
market performance.

Example: A company promoting organic food as healthy and chemical-free attracts health-conscious
consumers willing to pay premium prices.

Consumer Behavior

Meaning : Consumer behavior refers to the study of how individuals, groups, or organizations select,
purchase, use, and dispose of products and services to satisfy their needs and wants. It examines the
psychological, social, cultural, and economic factors that influence buying decisions. Consumer behavior
helps marketers understand why customers buy certain products, how often they purchase them, and
what factors influence their decisions.

Example: A family may compare the price, fuel efficiency, safety features, and after-sales service before
purchasing a car.

Importance of Consumer Behavior

1. Helps Understand Customer Needs

Studying consumer behavior enables businesses to identify customer expectations and develop products
that satisfy those needs.

Example: Food companies now produce sugar-free snacks and beverages because many consumers are
becoming health conscious.



2. Assists in Product Development

Understanding customer preferences allows businesses to design products with features that customers
value most.

Example: Smartphone manufacturers continuously improve camera quality, battery life, and processing
speed based on consumer feedback.

3. Improves Marketing Strategies

Knowledge of consumer behavior helps marketers design effective advertising campaigns, pricing
strategies, and promotional offers.

Example: Companies advertise children's toys during cartoon programs because children and parents are
more likely to watch these channels.

4. Enhances Customer Satisfaction

When businesses understand customer expectations, they can provide better products and services,
resulting in higher satisfaction and loyalty.

Example: Online shopping platforms offer fast delivery, easy returns, and personalized recommendations
to improve the customer experience.

5. Supports Market Segmentation and Targeting

Consumer behavior helps businesses divide the market into meaningful customer groups and target each
group with suitable products and marketing messages.

Example: A sports apparel company targets fitness enthusiasts with premium sportswear and running
shoes.

6. Increases Sales and Profitability

Products designed according to consumer preferences are more likely to succeed in the marketplace,
increasing sales and profitability.

Example: The growing demand for electric vehicles has encouraged automobile manufacturers to
introduce new electric models.

7. Helps Predict Market Trends

By observing changes in consumer preferences, businesses can anticipate future market demand and
respond quickly.

Example: The increasing popularity of online shopping has encouraged retailers to expand their e-
commerce platforms.

Relationship Between Positioning & Consumer Behavior

Positioning and consumer behavior are closely connected. Consumer behavior provides information about
customers' needs, preferences, and purchasing patterns, while positioning uses that information to create
a unique image of the product in the minds of consumers. A company that understands consumer behavior
can develop a more effective positioning strategy, leading to stronger customer preference and
competitive advantage.

Example: A company identifies that many consumers prefer environmentally friendly products. It positions
its products as sustainable and eco-friendly, attracting environmentally conscious buyers.

Positioning is the process of creating a distinctive image of a product or brand in the minds of target
customers, helping it stand out from competitors. Consumer behavior is the study of how consumers
make purchasing decisions and what factors influence those decisions. Understanding consumer behavior
enables businesses to develop effective positioning strategies, design better products, improve customer
satisfaction, and achieve long-term success in a competitive marketplace. Together, positioning and
consumer behavior form the foundation of successful marketing management.



Comparison between Organizational Buying Behavior and Consumer Buying Behavior

PROBLEM RECONGNITION
Varadnate

GENERAL NEED DESCRIPTION

PRODUCT SPECIFICATION

SUPPLIER SEARCH

Buying behavior refers to the decision-making
process followed by buyers before purchasing a
product or service. Buyers can be classified into

PROPOSAL SOLICITATION

two broad categories: individual consumers and SUPPLIER SELECTION
organizations (businesses). Consumer buying

behavior refers to purchases made by individuals ORDER-ROUTINE SPECIFICATION
or households for personal consumption, whereas

organizational buying behavior refers to PERFORMANCE REVIEW

purchases made by businesses, government
agencies, educational institutions, hospitals, and other organizations for business operations or resale.
Although both involve purchasing decisions, they differ significantly in purpose, process, participants, and
influencing factors.

Organizational Buying Behavior

Organizational buying behavior is the process by which organizations identify their needs, evaluate
alternatives, select suppliers, and purchase goods and services to support business operations, production,
or resale. Organizational purchases are generally more formal, involve several decision-makers, and
require careful evaluation of quality, price, reliability, and long-term supplier relationships.

Example: An automobile manufacturing company purchases steel, engines, tyres, and electronic
components from different suppliers to manufacture cars. Before placing an order, the company evaluates
supplier quality, delivery schedule, price, and after-sales support.

Consumer Buying Behavior

Consumer buying behavior is the process through which individuals or families select, purchase, use, and
dispose of products and services for personal use. Consumer purchases are usually influenced by personal
preferences, emotions, income, lifestyle, family, culture, and advertising.

Example: A student purchasing a laptop compares price, processor speed, battery life, brand reputation,
and online reviews before making the final decision.

Comparison between Organizational Buying Behavior and Consumer Buying Behavior

Basis of Comparison | Organizational Buying Behavior Consumer Buying Behavior
Meanin Purchase of goods and services for business | Purchase of goods and services
& use, production, or resale. for personal or family use.
Purbose To earn profit, improve productivity, or | To satisfy personal needs and

P support organizational operations. wants.
Companies, government departments, | Individual consumers and
Buyers . s
hospitals, schools, and institutions. households.

. . A buying center consisting of managers, | Usually an individual or famil
Decision Makers . ving . . & & Y y
engineers, finance officers, and users. members.

. . Small quantities for personal
Purchase Quantity Large quantities and bulk purchases. 9 . P
consumption.




Decision Process Formal, systematic, and time-consuming. Relatively simple and faster.

Depends on personal need and

Buying Frequenc Regular or contract-based purchases. .
ying Freq v 8 P consumption.

Personal preferences, income,
culture, lifestyle, family,
emotions, and advertising.

Price, quality, supplier reliability, technical

Influencing Factors e . .
specifications, delivery, and service.

Extensive  negotiation regarding price, | Limited or no negotiation in most

Negotiation . .
payment terms, and delivery. retail purchases.
Relationshi with . . L Relationship is generally short-
P Long-term business relationship is important. P g y

Seller term and transaction-based.

. —— . . ) Comparativel lower financial
Risk Involved High financial and operational risk. risk P Y
Purchase Formal purchase orders, quotations, tenders, | Usually cash memo, receipt, or
Documentation contracts, and invoices. online invoice.

Key Differences Explained

1. Purpose of Buying

Organizations purchase products to support production, business operations, or resale, while consumers
purchase products to satisfy their personal needs and desires.

Example: A hospital purchases medical equipment to provide healthcare services, whereas a patient
purchases medicines for personal treatment.

2. Number of Decision Makers

Organizational purchases involve multiple individuals from different departments who collectively evaluate
suppliers and products. Consumer purchases are usually made by individuals or family members.

Example: A university purchasing computers requires approval from the IT department, finance
department, and administration. In contrast, a student buying a laptop usually makes the decision
personally or with family advice.

3. Purchase Volume

Organizations purchase goods in bulk because they require continuous supplies for production or
operations. Consumers generally purchase products in small quantities for daily use.

Example: A restaurant buys hundreds of kilograms of rice every month, while a family buys only a few
kilograms.

4. Decision-Making Process

Organizational buying involves need recognition, specification, supplier search, quotation analysis,
negotiation, purchase order, and performance evaluation. Consumer buying generally includes recognizing
a need, searching for information, evaluating alternatives, purchasing, and post-purchase evaluation.
Example: A manufacturing company may spend several months selecting machinery, whereas a consumer
may buy a television after comparing a few brands online.

5. Buying Criteria

Organizations focus on technical quality, supplier reliability, delivery schedule, warranty, and cost-
effectiveness. Consumers often emphasize brand image, appearance, convenience, price, and personal
preference.

Example: A construction company selects cement based on strength and quality standards, while a
homeowner may also consider brand popularity and retailer recommendations.

6. Relationship with Suppliers
Organizations generally build long-term relationships with reliable suppliers because continuous supply is
essential. Consumers usually buy products from different retailers depending on price or convenience.




Example: A hotel may purchase food supplies from the same wholesaler every month, while a customer
may shop at different supermarkets.

Similarities between Organizational and Consumer Buying Behavior
e Both involve identifying needs before making a purchase.
e Both compare available alternatives.
e Both evaluate quality and price.
e Both seek value for money.
e Both are influenced by internal and external factors.
e Both evaluate satisfaction after the purchase.

Real-Life Examples

Organizational Buying Behavior

A hotel purchases beds, furniture, kitchen equipment, air conditioners, and cleaning materials in bulk from
approved suppliers after comparing quotations, product quality, and service agreements.

Consumer Buying Behavior
A family purchasing a refrigerator compares energy efficiency, storage capacity, price, warranty, and
customer reviews before selecting a suitable model.

Organizational buying behavior and consumer buying behavior differ in terms of purpose, buying process,
participants, purchase volume, and decision-making criteria. Organizational buying is more formal,
rational, and business-oriented, involving multiple decision-makers and long-term supplier relationships.
Consumer buying is more personal, emotional, and focused on satisfying individual or family needs.
Understanding both types of buying behavior enables marketers to develop effective marketing strategies
for business customers as well as individual consumers.

Organizational Buying Roles and Consumer Buying Roles

Buying decisions are not always made by a single person. In both organizational buying and consumer
buying, different individuals may perform different roles during the purchase process. Understanding
these buying roles helps marketers identify who influences the purchase decision and design effective
marketing strategies. While organizational buying involves several people with specific responsibilities,
consumer buying may involve family members or individuals performing different roles.

Organizational buying roles refer to the different individuals who participate in purchasing goods and
services for an organization. This group is often called the Buying Center. Each member performs a specific
role during the purchasing process.

Initiator

The initiator is the person who first recognizes the need for a product or service and suggests making a
purchase.

Example: A production supervisor notices that an old machine frequently breaks down and recommends
purchasing a new machine.

User

The user is the person who actually uses the product or service after it is purchased. Users often provide
valuable information about product specifications and performance.

Example: Employees in the IT department use newly purchased computers and recommend the required
technical features before purchase.



Influencer

The influencer provides technical knowledge, expert advice, or recommendations that affect the
purchasing decision.

Example: An engineer recommends purchasing a particular brand of industrial equipment because it is
more efficient and durable.

Buyer

The buyer has the authority to negotiate with suppliers, place orders, and complete the purchasing
process.

Example: The purchase manager negotiates prices with suppliers and issues the purchase order.

Decider

The decider has the final authority to approve or reject the purchase.

Example: The Managing Director or General Manager approves the purchase of expensive manufacturing
machinery.

Gatekeeper

The gatekeeper controls the flow of information between suppliers and members of the buying center.
Example: A receptionist or purchase assistant filters supplier calls and forwards only important proposals
to the purchase manager.

Example of Organizational Buying Roles
A hospital plans to purchase an MRI machine:
o Initiator: Head of the Radiology Department identifies the need.
e User: Radiologists and technicians who will operate the machine.
¢ Influencer: Biomedical engineers recommend suitable specifications.
e Buyer: Purchase Manager negotiates with equipment suppliers.
o Decider: Hospital Director approves the purchase.
o Gatekeeper: Administrative assistant manages supplier communications.

Consumer Buying Roles

Consumer buying roles refer to the different roles performed by individuals or family members when
purchasing goods or services for personal use. Sometimes one person performs all the roles, while in other
cases different people perform different roles.

Initiator
The initiator is the person who first suggests buying a product.
Example: A child asks parents to buy a bicycle.

Influencer
The influencer affects the buying decision by giving advice or recommendations.
Example: A friend recommends a particular smartphone brand after sharing a positive experience.

Decider
The decider chooses whether to buy the product, which brand to buy, where to buy it, and when to buy it.
Example: Parents decide which school bag to purchase for their child.

Buyer
The buyer is the person who actually purchases the product.
Example: The father visits the store and pays for the school bag.



User
The user is the person who consumes or uses the product.
Example: The child uses the school bag every day.

Example of Consumer Buying Roles
A family purchases a new car:
o Initiator: The son suggests buying a new car.
e Influencer: Friends and relatives recommend different brands.
o Decider: Parents decide the model and budget.
e Buyer: The father completes the purchase and payment.
o User: All family members use the car.

Comparison between Organizational Buying Roles and Consumer Buying Roles.

Basis Organizational Buying Roles Consumer Buying Roles
Purpose Business operations or production Personal or family consumption
Participants Multiple employees (Buying Center) Individual or family members
Decision Process Formal and systematic Simple and less formal
Number of Decision Makers | Usually many Usually one or a few
Purchase Value High-value and bulk purchases Small or moderate-value purchases
Decision Time Longer Shorter
Main Objective Organizational efficiency and profit Satisfaction of personal needs

Importance of Understanding Buying Roles
e Helps marketers identify the right target audience.
e Enables companies to design effective promotional strategies.
e Improves communication with decision-makers.
e Supports better product development according to user needs.
e Increases customer satisfaction and business success.
e Helps build long-term relationships with organizational buyers and consumers.

Organizational buying roles and consumer buying roles describe the different responsibilities people
perform during the purchasing process. In organizational buying, the buying center consists of the
initiator, user, influencer, buyer, decider, and gatekeeper, each contributing to a formal and systematic
decision. In consumer buying, the roles of initiator, influencer, decider, buyer, and user are usually
performed by one person or shared among family members. Understanding these roles enables marketers
to develop more effective marketing strategies, communicate with the right people, and achieve greater

customer satisfaction and long-term business success. .
The-Five-Stage Model

. . of the Consumer Buying Process
Five-Step Buyer Decision Process
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to internal factors (such as hunger, thirst, or desire) or external factors (such as advertisements,
recommendations from friends, or new product launches). A company can stimulate need recognition
through attractive advertising, promotional campaigns, and product demonstrations.

Example: A student's old laptop becomes slow and frequently crashes. The student realizes that a new
laptop is needed for online classes and project work.

Step 2: Information Search

After recognizing the need, the consumer gathers information about available products and brands.
Information may come from personal sources (family and friends), commercial sources (advertisements,
websites, salespersons), public sources (reviews and consumer reports), or personal experience.
Consumers compare different brands, prices, quality, features, and customer reviews before making a
decision.

Example: Before purchasing a laptop, the student searches online, watches product review videos, visits
electronics stores, and asks friends for recommendations.

Step 3: Evaluation of Alternatives

At this stage, consumers compare different products based on important attributes such as price, quality,
design, durability, warranty, brand reputation, and after-sales service. The consumer evaluates which
product provides the highest value for money.

Different consumers may prioritize different attributes depending on their needs and budget.

Example: The student compares three laptop brands by considering processor speed, battery life, storage
capacity, warranty, and price before selecting the most suitable option.

Step 4: Purchase Decision

After evaluating the alternatives, the consumer decides whether to purchase the selected product.
However, the final decision may still be influenced by factors such as discounts, product availability,
opinions of family members, financing options, or salesperson recommendations.

This stage involves selecting the brand, seller, payment method, and timing of the purchase.

Example: The student purchases the preferred laptop during a festive sale because of an attractive
discount and extended warranty.

Step 5: Post-Purchase Behavior

After purchasing and using the product, the consumer evaluates whether the product meets expectations.
If satisfied, the customer is likely to become loyal and recommend the product to others. If dissatisfied, the
customer may complain, return the product, or choose another brand in the future.

Companies focus on customer service, warranties, and after-sales support to improve post-purchase
satisfaction.

Example: After using the laptop for several months, the student is satisfied with its performance and
recommends the same brand to friends and classmates.

Real-Life Example: Buying a Refrigerator

Need Recognition: A family's old refrigerator stops working frequently.

Information Search: The family collects information from online reviews, relatives, retail stores, and
advertisements.

Evaluation of Alternatives: They compare different refrigerator brands based on energy efficiency, storage
capacity, price, warranty, and features.

Purchase Decision: They select a refrigerator that offers the best combination of quality, price, and after-
sales service.

Post-Purchase Behavior: After several months of use, the family is satisfied with its performance and
recommends the brand to neighbors.



Importance of the Buyer Decision Process
¢ Helps businesses understand consumer purchasing behavior.
e Assists in designing effective marketing strategies.
e Enables companies to improve products and services.
e Helps marketers communicate with consumers at each stage.
e Improves customer satisfaction and loyalty.
e Reduces the chances of customer dissatisfaction.
¢ Increases long-term sales and profitability.

The Five-Step Buyer Decision Process explains how consumers move from recognizing a need to
evaluating their satisfaction after purchasing a product. The stages include Need Recognition, Information
Search, Evaluation of Alternatives, Purchase Decision, and Post-Purchase Behavior. Understanding these
stages helps businesses develop products that meet customer needs, create effective promotional
strategies, provide excellent customer service, and build long-term customer relationships. For marketers,
knowledge of the buyer decision process is essential for achieving customer satisfaction and gaining a
competitive advantage.

Concepts of Different Types of Marketing

Marketing has evolved significantly with changes in technology, consumer behavior, and business
practices. Modern organizations use different marketing approaches to achieve specific objectives such as
increasing brand awareness, building customer relationships, promoting sustainability, and expanding
market reach. Some of the most important modern marketing concepts include Viral Marketing, Guerrilla
Marketing, Societal Marketing, Social Marketing, Relationship Marketing, Green Marketing, Digital
Marketing, and Network Marketing.

1. Viral Marketing

Definition

Viral marketing is a marketing strategy in which consumers voluntarily share a company's promotional
message, advertisement, or content with others through social media, email, messaging apps, or word-of-
mouth. The message spreads rapidly, similar to the spread of a virus.

Explanation

The success of viral marketing depends on creating engaging, entertaining, or emotional content that
encourages people to share it with friends and family. Viral marketing is inexpensive compared to
traditional advertising and can reach millions of people within a short period.

Example

A company launches a humorous advertisement on social media that quickly gains millions of views
because users continuously share it on platforms such as WhatsApp, Instagram, and Facebook.

2. Guerrilla Marketing

Definition

Guerrilla marketing is an unconventional and creative marketing technique that uses low-cost methods to
attract maximum public attention and create a memorable brand experience.

Explanation

Instead of spending large amounts on television or newspaper advertising, companies use surprise,
creativity, and public interaction to promote their products. Guerrilla marketing is especially useful for
small businesses with limited marketing budgets.

Example

A coffee company places giant coffee cup-shaped stickers on sidewalks near offices to attract attention and
encourage people to visit its nearby café.



3. Societal Marketing

Definition

The Societal Marketing Concept states that organizations should satisfy customer needs while also
protecting and improving the long-term welfare of society.

Explanation

This concept balances three objectives: customer satisfaction, company profitability, and social welfare.
Businesses are expected to act responsibly by protecting the environment, conserving resources, and
contributing to society.

Example

A company manufactures biodegradable packaging materials instead of plastic packaging to reduce
environmental pollution while meeting customer needs.

4. Social Marketing

Definition

Social marketing is the application of marketing principles to encourage positive social behavior and
improve the well-being of individuals and society.

Explanation

Unlike commercial marketing, social marketing aims to change people's attitudes and behaviors rather
than earn profits. Governments and non-profit organizations commonly use social marketing campaigns.
Example

Government campaigns promoting road safety, blood donation, organ donation, vaccination, and anti-
smoking awareness are examples of social marketing.

5. Relationship Marketing

Definition

Relationship marketing is a marketing approach that focuses on developing long-term relationships with
customers rather than concentrating only on individual sales.

Explanation

Companies build customer loyalty through excellent customer service, personalized communication,
loyalty programs, after-sales support, and continuous engagement. Retaining existing customers is often
more profitable than acquiring new ones.

Example

An online shopping platform offers reward points, personalized product recommendations, birthday
discounts, and fast customer support to encourage repeat purchases.

6. Green Marketing

Definition

Green marketing refers to the promotion and sale of environmentally friendly products and services that
minimize harm to the environment.

Explanation

Green marketing emphasizes sustainable production, recyclable packaging, energy conservation, pollution
reduction, and responsible use of natural resources. It attracts environmentally conscious consumers.
Example

A company markets reusable cloth bags, solar-powered appliances, or electric vehicles as eco-friendly
alternatives to conventional products.

7. Digital Marketing

Definition

Digital marketing is the promotion of products and services using digital technologies and internet-based
platforms such as websites, search engines, social media, email, and mobile applications.

Explanation



Digital marketing enables businesses to reach a global audience, target specific customer groups, measure
campaign performance, and interact directly with consumers in real time.

Example

A clothing retailer advertises new fashion collections through Instagram, YouTube, Google Search, email
newsletters, and online shopping websites.

8. Network Marketing

Definition

Network marketing (also known as Multi-Level Marketing (MLM)) is a marketing system in which
independent distributors sell products directly to consumers and also earn commissions by recruiting new
distributors into the sales network.

Explanation

Income is generally earned from both personal product sales and the sales made by recruited team
members, depending on the company's compensation plan. Legitimate network marketing companies
primarily generate revenue through product sales rather than recruitment alone.

Example

A distributor sells nutritional supplements or household products directly to customers and also earns
incentives based on the sales performance of their recruited team.

Different marketing at a glance

Marketing Concept

Meaning

Example

Viral Marketing

Promotional content spreads rapidly
through customer sharing.

A funny social media advertisement shared by
millions of users.

Guerrilla Marketing

Creative, low-cost, unconventional
promotion.

Eye-catching street art promoting a coffee
shop.

Societal Marketing

Balances customer satisfaction, profit,
and social welfare.

Using biodegradable packaging materials.

Promotes positive social behavior for

public welfare Road safety and anti-smoking campaigns.

Social Marketing

Relationship Builds long-term customer relationships | Loyalty reward programs and personalized
Marketing and loyalty. offers.
. Promotes  environmentall friendl . . .
Green Marketing vir . 4 I 4 Marketing reusable bags and electric vehicles.
products and practices.
Digital Marketing Uses onl'ine platform.s and digital Advertising products through social media and
technologies for promotion. search engines.
Direct selling through independent | Selling health products through an MLM

Network Marketing

distributors and sales networks. business model.

Modern marketing is no longer limited to selling products. Different marketing concepts serve different
business and social objectives. Viral marketing spreads messages rapidly through customer sharing,
guerrilla marketing creates attention through creativity, societal marketing balances business goals with
social welfare, social marketing encourages positive behavioral change, relationship marketing builds
long-term customer loyalty, green marketing promotes environmental sustainability, digital marketing
uses internet-based platforms to reach customers, and network marketing relies on direct selling through
distributor networks. Understanding these concepts helps businesses select appropriate marketing
strategies while creating value for customers and society.

Classification of Consumer Products and Industrial Products

Products are broadly classified into consumer products and industrial products based on the purpose for
which they are purchased. Consumer products are bought by individuals and households for personal use,
whereas industrial products are purchased by businesses and organizations for production, resale, or
business operations. Understanding this classification helps marketers design suitable product, pricing,
promotion, and distribution strategies.



A. Classification of Consumer Products
Consumer products are goods and services purchased by final consumers for personal or household
consumption. They are generally classified into four categories.

1. Convenience Products

Convenience products are items that consumers buy frequently, immediately, and with minimum effort.
These products are usually inexpensive and widely available through many retail outlets.

Example: Soap, toothpaste, bread, milk, newspapers, chocolates, and bottled water are convenience
products because people purchase them regularly without spending much time comparing brands.

2. Shopping Products

Shopping products are goods for which consumers spend time comparing quality, price, features, style,
and durability before making a purchase. These products are bought less frequently than convenience
products.

Example: Smartphones, refrigerators, furniture, clothing, shoes, and laptops are shopping products
because buyers compare different brands and alternatives before deciding.

3. Specialty Products

Specialty products are unique products with strong brand identification or special characteristics for which
consumers are willing to make a special purchasing effort. Customers often show strong brand loyalty
toward these products.

Example: Luxury cars, premium watches, designer fashion, and high-end cameras are specialty products
because customers specifically seek these brands and are willing to pay higher prices.

4. Unsought Products

Unsought products are products that consumers do not normally think of purchasing until a specific need
arises. These products usually require strong advertising and personal selling efforts.

Example: Life insurance, fire extinguishers, funeral services, and emergency medical equipment are
unsought products because people generally buy them only when they recognize a particular need.

B. Classification of Industrial Products
Industrial products are goods and services purchased by organizations for use in production, business
operations, or resale. They are classified into several categories.

1. Raw Materials

Raw materials are natural resources or agricultural products that become part of the finished product after
processing.

Example: Cotton used in textile manufacturing, iron ore used in steel production, and timber used in
furniture making are examples of raw materials.

2. Manufactured Materials and Parts

Manufactured materials and parts are components that have already been processed and become part of
the final product.

Example: Tyres, batteries, engines, electronic chips, and steel sheets used in automobile manufacturing
are manufactured materials and parts.

3. Capital Items

Capital items are long-term assets that help organizations produce goods or provide services. These items
are expensive and have a long useful life.

Example: Factory buildings, industrial machinery, generators, and manufacturing equipment are capital
items.



4. Supplies

Supplies are low-cost items used in the daily operation of a business but do not become part of the
finished product.

Example: Office stationery, printer paper, cleaning materials, lubricants, and light bulbs are business
supplies.

5. Business Services

Business services are specialized services purchased by organizations to improve efficiency and support
operations.

Example: Accounting services, legal consultancy, IT support, advertising services, and security services are
examples of business services.

6. Installation Equipment

Installation equipment refers to major industrial facilities and equipment required for production and
operations.

Example: Assembly lines, industrial boilers, conveyor systems, and power generators are installation
equipment.

Difference between Consumer Products and Industrial Products

Basis Consumer Products Industrial Products
Buyer Individuals and households Businesses and organizations
Purpose Personal consumption Production and business operations
Quantity Small quantities Bulk quantities
Decision Process | Simple and quick Formal and systematic
Examples Soap, milk, clothing Machinery, raw materials, industrial equipment

The classification of products into consumer products and industrial products is based on their intended
use. Consumer products include convenience, shopping, specialty, and unsought products, while industrial
products include raw materials, manufactured materials and parts, capital items, supplies, business
services, and installation equipment. This classification helps businesses understand customer needs,
develop effective marketing strategies, and improve overall business performance.

Module — 1l

Classification of Consumer Products and Industrial Products, and Product Mix
(With Definitions, Brief Explanation, and Examples)

1. Classification of Consumer Products
Definition

Consumer products are goods and services
purchased by individuals or households for
their personal use and consumption. These
products are classified according to
consumers' buying habits, frequency of
purchase, price, and the effort required to
buy them.




Convenience Products
Convenience products are items that consumers
purchase frequently, immediately, and with
minimal effort. These products are usually
inexpensive and widely available in retail stores.

Characteristics

Purchased frequently

Low price

Easily available

Little comparison before buying

Examples
¢ Toothpaste
e Soap
e Milk
e Bread
e Biscuits

e Newspapers
Daily Life Example
A customer buying toothpaste from the nearest grocery shop usually does not compare brands extensively
because it is a routine purchase.

B. Shopping Products
Shopping products are purchased less frequently, and customers spend time comparing quality, price,
design, and features before making a decision.
Characteristics
e Moderate to high price
e Comparison among brands
e Longer buying decision
e Purchased occasionally



Examples
e Mobile phones
e Furniture
e Clothing
e Television
e Refrigerator
Daily Life Example
Before purchasing a laptop, customers compare specifications, prices, warranties, and customer reviews
from different brands.

C. Specialty Products

Specialty products have unique characteristics or strong brand identification. Consumers are willing to
spend extra time, money, and effort to purchase them.

Characteristics

Unigue brand image

High customer loyalty

e Premium pricing

Limited distribution

Examples

Luxury cars (BMW, Mercedes-Benz)

Rolex watches

Apple MacBook

Designer jewellery

Daily Life Example

Many customers specifically wait to purchase an Apple iPhone because of its brand reputation and
ecosystem.

D. Unsought Products
Unsought products are products that consumers do not normally think about buying until a specific need
arises.
Characteristics
e Low consumer awareness
e Require aggressive promotion
e Purchased only when needed
Examples
e Life insurance
e Fire extinguishers
e Funeral services
e Emergency medical services
Daily Life Example
People generally buy health insurance only after understanding its importance or when required by
employers.

2. Classification of Industrial Products

Definition

Industrial products are goods and services purchased by businesses for producing other products,
providing services, or operating their organizations.



Industrial
classified
categories.

A. Raw Materials
Raw materials are natural products used directly in manufacturing.

Examples
e Cotton
e Timber
e lronore
e Coal
e Wheat
e  Milk
Example

Cotton purchased by textile mills is converted into fabric.

B. Manufactured Materials and Components
These are semi-finished or finished components used in manufacturing other products.

Examples

o Steel sheets

e Glass

e Cement

e Electronic chips

e Tyres

e Engine parts
Example

An automobile manufacturer purchases tyres and engines to assemble cars.

C. Capital Items
Capital items are long-term assets used in production and business operations.
Examples

e Factory buildings

¢ Industrial machinery

e Computers

e Trucks
¢ Assembly-line equipment
Example

A manufacturing company purchases CNC machines to increase production efficiency.

products
into four

are
major



D. Supplies and Business Services
These are products and services used in daily business operations but do not become part of the final
product.
Examples
o Office stationery
e Cleaning materials
e Printerink
¢ Maintenance services
e Accounting services
e T support
Example
A company purchases printer paper and hires computer maintenance services to support office operations.

Difference Between Consumer Products and Industrial Products

Basis Consumer Products Industrial Products

Buyer Individual consumers Business organizations

Purpose Personal consumption Business use or production
Buying Decision Emotional and personal Rational and professional
Quantity Purchased | Small Large

Demand Direct demand Derived demand

Examples Soap, TV, Shoes Machinery, Steel, Raw materials

3. Product Mix

< Product Width >

The number of different product lines carried by the business

Product Line 1 Product Line 2 Product Line 3
Product 1a Product 2a Product 3a
Product
Depth
The number of Product 1b Product 2b Product 3b
different product
variants within
product lines
Product 1c Product 2c - Product 3c
- Product Length

The total number of products across all product lines

“ Product Consistency >

The relative similarity of product type across different product lines
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Definition

A Product Mix is the complete set of all product lines and individual products offered by a company for
sale. It helps organizations satisfy the needs of different customer groups while increasing sales and
market coverage. According to marketing theory, product mix refers to the assortment of products
marketed by a company.

Dimensions (Elements) of Product Mix

A. Product Mix Width

Width refers to the number of different product lines offered by a company.
Example

A company sells:

Shampoo

Soap

Toothpaste

Face Cream

The company has four product lines, so its product mix width is four.

B. Product Mix Length
Length refers to the total number of products across all product lines.
Example
A company sells:
e 5shampoos
e 4 soaps
e 3 toothpaste variants
e 2 facecreams
Total products = 14, which is the product mix length.

C. Product Mix Depth
Depth refers to the number of versions, sizes, colours, flavours, or variants within each product.

Example

A shampoo is available in:
e Anti-dandruff
e Herbal

These variants represent the product mix depth.

D. Product Mix Consistency

Consistency refers to how closely related different product lines are in terms of production, distribution, or
usage.

Example

A personal care company selling soaps, shampoos, lotions, and face wash has a highly consistent product
mix because all products belong to the same category.

Importance of Product Mix
o Satisfies different customer needs.
e Increases sales and revenue.
¢ Reduces business risk through product diversification.
e Strengthens brand image.
e Helps utilize production and distribution resources efficiently.
e Improves competitive advantage.



e Enables market expansion into different customer segments.

Real-Life Example of Product Mix
Consider a company such as Hindustan Unilever Limited (HUL).
Product Lines (Width):

e Personal care

e Home care

e Foods

e Beauty products
Products (Length):

e LuxSoap

o Lifebuoy Soap
¢ Dove Shampoo
e Clinic Plus Shampoo

e Surf Excel

e Rin

e Horlicks

e Kissan Jam
Variants (Depth):

e LuxSoap(75g,100g, 150 g)
¢ Dove Shampoo (180 ml, 340 ml, 650 ml)
Consistency:
Most products are related to household and personal care, making the product mix relatively consistent.

Consumer products are designed for personal consumption and are classified into convenience, shopping,
specialty, and unsought products based on buying behavior. Industrial products are purchased by
organizations for production or business operations and include raw materials, manufactured materials
and components, capital items, and supplies & business services. A well-planned product mix—through
the right width, length, depth, and consistency—helps businesses meet diverse customer needs, improve
competitiveness, and achieve long-term growth.

New Product Development (NPD)
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Definition

New Product Development (NPD) is the
systematic process of identifying market opportunities, generating new product ideas, developing and
testing those ideas, and finally introducing successful products into the market. The primary objective of
NPD is to satisfy changing customer needs, gain a competitive advantage, increase profitability, and ensure
the long-term growth of the organization.

In today's highly competitive business environment, companies continuously develop innovative products
to meet evolving customer expectations. Successful examples include smartphones with Al features,
electric vehicles, and eco-friendly packaging.

Objectives of New Product Development
The major objectives of New Product Development are:
e To satisfy changing customer needs and preferences.



e Toincrease market share and sales.

e To achieve competitive advantage.

e To utilize technological innovations.

e To improve customer satisfaction.

e To reduce business risks by diversifying product offerings.
e To ensure long-term organizational growth.

Stages of New Product Development Process
The New Product Development Process generally consists of eight stages.
1. Idea Generation

Using Customer Feedback to Improve Pr

Gather new Prior
product ideas prod
road
A
1 2 3 '
v v
Identify areas Test new
for features or

improvement concepts




Customer Feedback Innovation Cycle

Collect Feedback

Develop Features @ % Analyze Insights

Align with Goals

Definition

Idea Generation is the first stage of the New Product Development process, where organizations collect
new product ideas from various internal and external sources. At this stage, the focus is on generating as

many creative ideas as possible without immediately judging or rejecting them.
Sources of Ideas

Customers

Employees

Research and Development (R&D)
Competitors

Dealers and distributors

Social media

Market research

Universities and research institutions



Example

A smartphone company receives customer feedback requesting a phone with a longer battery life and Al-
powered camera features. Based on these suggestions, the company generates ideas for a new
smartphone model.

2. Idea Screening
Definition
Idea Screening is the process of evaluating all generated ideas and selecting only those that are feasible,
profitable, and aligned with the company's objectives. Weak, impractical, or costly ideas are rejected at
this stage.
Importance

e Eliminates poor ideas.

e Saves time and development costs.

e Focuses on promising opportunities.
Example
Among ten proposed smartphone ideas, the company selects only two that have strong customer demand
and are technically feasible.

3. Concept Development and Testing
Definition
After selecting an idea, the company develops a detailed product concept describing the product's
features, benefits, target market, and positioning. This concept is then tested with potential customers to
understand their reactions.
Importance

e Measures customer acceptance.

e Identifies possible improvements.

e Reduces the risk of product failure.
Example
The smartphone company prepares a digital design and feature list and conducts customer surveys to
determine whether consumers are interested in purchasing the proposed phone.

4. Marketing Strategy Development
Definition
In this stage, the organization prepares a marketing strategy that explains how the product will be
introduced into the market. The strategy includes target customers, pricing, promotion, distribution
channels, and sales objectives.
Components

e Target market

e Product positioning

e Pricing strategy

e Promotional activities

e Distribution plan

e Sales forecast
Example
The company decides to target young professionals, price the smartphone competitively, promote it
through digital marketing and influencers, and distribute it through online platforms and retail stores.

5. Business Analysis

Definition

Business Analysis evaluates whether the proposed product is financially viable. The company estimates
costs, expected sales, profits, return on investment (ROI), and possible risks before proceeding with
development.



Importance
e Determines profitability.
e Assesses financial feasibility.
e Supports investment decisions.
Example
The company estimates that developing the smartphone will cost X100 crore and expects sales of one
million units during the first year, making the project financially attractive.

6. Product Development

.
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Definition
During Product Development, engineers and designers convert the
approved product concept into a physical product or prototype. The
prototype undergoes technical, safety, and quality testing to ensure
it meets customer expectations.
Activities

e Prototype development

e Engineering design

e Quality testing

e Performance evaluation
e Packaging design



Example
The smartphone manufacturer develops several prototype models, tests battery performance, camera
quality, software, and durability before final production.

7. Test Marketing
Definition
Test Marketing involves launching the product in a limited geographical area or among a small group of
customers before the nationwide or global launch. This helps the company understand customer response
and identify necessary improvements.
Advantages

e Measures customer satisfaction.

o Tests marketing strategies.

e Reduces launch risks.

e Collects real market feedback.
Example
The smartphone is first introduced in Bengaluru and Hyderabad. Customer feedback on pricing, battery
life, and user experience is collected before expanding sales across India.

8. Commercialization
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Definition
Commercialization is the final stage of the New Product Development process. The company begins large-
scale production, distribution, promotion, and sales of the new product in the target market.
Decisions During Commercialization
e When to launch the product.
e Where to launch it.
e Whom to target.
e How to promote it.
e Production and distribution planning.
Example
After successful test marketing, the company officially launches the smartphone across India with
advertising campaigns, online sales, retail distribution, and promotional offers.

Flow of the New Product Development Process
Idea Generation - Idea Screening - Concept Development & Testing - Marketing Strategy
Development - Business Analysis & Product Development - Test Marketing - Commercialization

Real-Life Example: Electric Vehicle (EV)

A car manufacturer identifies growing demand for environmentally friendly transportation (ldea
Generation). It selects the most promising EV concept after evaluating technical and financial feasibility
(Idea Screening). The company prepares concept designs and gathers customer feedback (Concept
Development and Testing). It develops pricing, promotion, and distribution strategies (Marketing Strategy
Development), analyzes projected costs and profits (Business Analysis), builds and tests prototypes
(Product Development), launches the EV in selected cities (Test Marketing), and finally introduces it across
the country with advertising and dealer support (Commercialization).

Importance of New Product Development
e Helps organizations satisfy changing customer needs.
e Encourages innovation and creativity.
e Improves customer satisfaction and loyalty.
o Creates competitive advantage.
e Increases sales and profitability.
e Reduces dependence on existing products.
e Supports sustainable business growth.
e Strengthens brand image and market position.



The New Product Development (NPD) Process is a structured approach that transforms innovative ideas
into successful commercial products. Beginning with Idea Generation and ending with Commercialization,
each stage reduces uncertainty, improves product quality, and increases the likelihood of market success.
Companies that effectively manage the NPD process are better positioned to meet customer expectations,

respond to market changes, and achieve long-term competitive advantage.

Product Life Cycle (PLC) and Strategies Across the Stages of the PLC

different stages during its market life.
helps marketers formulate appropriate strategies related to product development, pricing, promotion, and

distribution to maximize sales, profits, and customer satisfaction.
The Product Life Cycle generally consists of four stages:

1. Introduction Stage

2. Growth Stage
3. Maturity Stage
4. Decline Stage

Each stage has distinct characteristics and requires different marketing strategies.

Stage 1: Introduction Stage

Meaning
The Introduction Stage begins when a product is launched into the market. Customers are generally unaware of the
product, so sales are low while promotional and distribution costs are high. Companies often invest heavily in
advertising and awareness-building.
Characteristics

Low sales volume

High production and promotion costs
Limited competition

Low or negative profits

Introduction

The Product Life Cycle
(PLC) is a marketing
concept that describes the
journey of a product from
its introduction into the
market until its eventual
decline or withdrawal. Just
like a living organism, every
product passes through
Understanding the PLC




e Limited product availability
e Focus on creating customer awareness
Marketing Strategies
Product Strategy
e Introduce a high-quality product with unique features.
e Offer warranties, demonstrations, and after-sales support.
Pricing Strategy
Two common pricing approaches are used:
a) Price Skimming
e Set a high initial price to recover development costs quickly.
Example:
Apple typically launches new iPhones at premium prices before gradually reducing prices.
b) Penetration Pricing
e Introduce the product at a low price to gain rapid market acceptance.
Example:
Reliance Jio initially offered low-cost telecom services to attract millions of customers.
Promotion Strategy
e Heavy advertising
e Product demonstrations
e Social media campaigns
e Influencer marketing
e Free samples
Distribution Strategy
e Selective distribution
e Limited retail outlets
e Focus on major cities
Example
When Tesla introduced its first electric cars, it invested heavily in technology, marketing, and consumer education
before achieving significant sales.

Stage 2: Growth Stage

Online retail sales as a percentage of total retail sales
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Meaning
During the Growth Stage, customer acceptance increases rapidly. Sales grow significantly, profits improve, and
competitors enter the market.
Characteristics
e Rapid increase in sales
e Increasing profits
e Growing customer acceptance
e More competitors
o  Wider distribution
Marketing Strategies
Product Strategy
e Improve product quality
e Introduce new features



e Develop product variants
Pricing Strategy
e Maintain competitive pricing
e Offer promotional discounts if required
Promotion Strategy
e Focus on brand preference
Highlight product superiority
e Customer testimonials
Digital marketing
Distribution Strategy
e Expand dealer network
e Increase online and offline availability
Example
Coca-Cola experienced rapid growth after expanding globally through extensive distribution and advertising.

Stage 3: Maturity Stage
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Meaning
The Maturity Stage is the longest phase of the Product Life Cycle. Sales reach their peak and stabilize. Competition
becomes intense, making differentiation essential.
Characteristics
e Maximum sales volume
e Stable profits
e Intense competition
e Market saturation
e High customer loyalty
Marketing Strategies
Product Strategy
e Product modification
Quality improvements
New packaging
Product diversification
Pricing Strategy
o Competitive pricing
e Discounts and promotional offers
e Loyalty programs
Promotion Strategy
e Reminder advertising
e Brand reinforcement



e Sales promotions
e Customer relationship management
Distribution Strategy
e Intensive distribution
e Strengthen dealer relationships
e Improve logistics
Example
Coca-Cola is a classic example of a mature product. The company continually introduces new packaging, flavors, and
marketing campaigns to sustain demand.

Stage 4: Decline Stage

{9 1) 0 |

Meaning
In the Decline Stage, sales and profits decrease due to technological advancements, changing consumer preferences,
or market saturation.
Characteristics

e Declining sales

e Falling profits

e Reduced customer demand

e Competitors exit the market

e Product becomes obsolete
Marketing Strategies
Product Strategy

e Reduce product lines

e Improve efficiency

e Introduce replacement products
Pricing Strategy

e Reduce prices

e Clearance sales

e Bundle offers
Promotion Strategy

e Minimize advertising

e Focus on loyal customers

e Use low-cost promotional methods
Distribution Strategy

e  Withdraw from unprofitable markets

e Reduce retail outlets

e Sell through discount channels
Example
DVD players experienced a decline after the widespread adoption of streaming platforms and smart TVs.



Step-by-Step Summary of the Product Life Cycle
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Importance of the Product Life Cycle
e Helps managers forecast changes in sales and profitability.
e Assists in designing suitable marketing strategies at each stage.
e Supports better pricing and promotional decisions.
e Guides product improvement and innovation.
e Helps determine the right time to launch new products or discontinue existing ones.
e Improves long-term product portfolio planning.

The Product Life Cycle (PLC) is a valuable strategic framework that enables organizations to understand how
products evolve in the marketplace. Since each stage presents different opportunities and challenges, businesses
must adapt their product, price, place, and promotion (4Ps) accordingly. Companies that continuously innovate,
monitor customer needs, and adjust their marketing strategies are better positioned to extend the life of successful
products and maintain a sustainable competitive advantage.

Packaging, Labelling, and the Basic Concept of Branding

R

In modern marketing, packaging, labeling, and branding are essential components of product strategy. These
elements not only protect and identify a product but also communicate its value, create customer trust, and
differentiate it from competitors. Attractive packaging, informative labels, and a strong brand image significantly
influence consumers' purchasing decisions and contribute to long-term business success.



1. Packaging

Definition

Packaging refers to the process of designing, producing, and enclosing a product in a suitable container or wrapper
to protect it during storage, transportation, display, and use. Packaging also serves as a marketing tool by attracting
customers and communicating product information.

Objectives of Packaging
The primary objectives of packaging are:
e To protect the product from physical damage, moisture, contamination, and theft.
e To facilitate easy transportation, storage, and handling.
e To attract customers through attractive design and appearance.
e To provide convenience in usage and disposal.
e To promote the product and strengthen brand identity.

Functions of Packaging

1. Protection

Packaging protects products from damage during transportation and storage.

Example: Glass bottles containing fruit juice are packed in cardboard cartons to prevent breakage.

2. Convenience
Packaging makes products easy to carry, store, and use.
Example: Milk packed in tetra packs is lightweight, easy to store, and convenient to pour.

3. Promotion

Attractive packaging works as a silent salesperson by encouraging customers to purchase the product.

Example: Premium chocolate gift boxes are designed with elegant colors and graphics to attract buyers during
festivals.

4. Product Identification
Packaging helps consumers quickly identify products on store shelves.
Example: The distinctive red packaging of KitKat makes it instantly recognizable.

5. Information
Packaging displays important details such as ingredients, usage instructions, manufacturing date, and expiry date.
Example: A medicine package provides dosage instructions, storage conditions, and safety warnings.

Types of Packaging

e Primary Packaging: Directly encloses the product (e.g., a toothpaste tube).

e Secondary Packaging: Groups primary packages together (e.g., a toothpaste carton).

e Tertiary Packaging: Used for bulk handling and transportation (e.g., cartons stacked on pallets).
2. Labeling
Definition

Labeling refers to the process of attaching a printed tag, sticker, or information panel to a product package that
provides essential details about the product. A label informs consumers and helps them make informed purchasing
decisions.

Objectives of Labeling
Labeling aims to:
e Identify the product and its brand.
e Provide product information.
e Guide consumers regarding usage and safety.
e Comply with legal and regulatory requirements.
e Build customer confidence through transparency.



Functions of Labeling

1. Product Identification

Labels distinguish one product from another.

Example: Different varieties of shampoo are identified by their labels, such as anti-dandruff, moisturizing, or herbal.

2. Information Provider

Labels provide information regarding ingredients, weight, manufacturing date, expiry date, price, and nutritional
value.

Example: A biscuit packet includes nutritional information, ingredients, allergen warnings, net weight, and the
Maximum Retail Price (MRP).

3. Legal Compliance

Many governments require manufacturers to display mandatory information on product labels.

Example: Packaged food products in India must display nutritional facts, vegetarian/non-vegetarian symbols,
manufacturer details, and expiry dates.

4. Promotion
An attractive label enhances product appeal and supports branding.
Example: A premium perfume uses elegant labels with stylish typography to reinforce its luxury image.

5. User Guidance
Labels explain how to use, store, and dispose of the product safely.
Example: Pesticide containers include detailed safety precautions and application instructions.

Branding: Concept, Importance, Types, Elements, Strategies, and Examples

Branding is one of the most important concepts in marketing. In today's competitive business environment,
consumers do not simply buy products; they buy brands. A brand creates a unique identity, builds customer trust,
influences purchasing decisions, and helps organizations establish long-term relationships with customers. Effective
branding differentiates a company's products or services from those of competitors and creates a positive image in
the minds of consumers.

What is Branding?

Definition

Branding is the process of creating a unique identity for a product, service, or organization through a distinctive
name, logo, symbol, design, slogan, color, packaging, and customer experience. It helps customers identify a
product and associate it with specific values, quality, and emotions.

According to the American Marketing Association (AMA):



A brand is a name, term, sign, symbol, design, or a combination of these, intended to identify the goods or
services of one seller or group of sellers and to differentiate them from those of competitors.

Branding goes beyond visual identity. It includes every interaction customers have with a company, from advertising
and packaging to product quality and after-sales service.

Brand vs. Branding

Brand

Branding

A brand is the identity of a product or company.

Branding is the process of creating and managing that identity.

It is an outcome.

It is a continuous marketing activity.

Example: Nike

Example: Nike's logo, slogan, advertising, product quality, and
customer experience together create its brand.

Objectives of Branding

The main objectives of branding are:

To create a unique identity.

To differentiate products from competitors.
To build customer trust and confidence.

To increase customer loyalty.

To support premium pricing.

To enhance business reputation.

To facilitate the launch of new products.
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Elements of Branding

A successful brand consists of several elements.
1. Brand Name

The brand name identifies the product.

Examples:
e Samsung
e Tata
e Amul

2. Brand Logo
A logo is the visual symbol representing the brand.
Examples:

o Apple's bitten apple

e Nike's Swoosh

e Mercedes-Benz three-pointed star

3. Brand Symbol

To create long-term competitive advantage.

A symbol visually represents the company's identity.

Example:

The Air India Maharaja mascot symbolizes hospitality.

4. Brand Slogan (Tagline)
A slogan communicates the brand promise.
Examples:

e Nike —"Just Do It"

e L'Oréal —"Because You're Worth It"

5. Brand Color
Specific colors improve recognition.
Examples:

e Coca-Cola—Red

e Starbucks — Green

e Cadbury —Purple




6. Brand Personality
A brand is often associated with human characteristics.
Examples:

e Apple — Innovative and premium

e Jeep — Adventurous

e Volvo — Safe and reliable

Characteristics of a Good Brand
A successful brand should be:
e Unique
e Memorable
e Easyto pronounce
e Attractive
e Legally protectable
e Meaningful
e Flexible for future expansion
e Consistent across all marketing channels

Importance of Branding

1. Product Identification

Branding enables customers to recognize products quickly.

Example:

Customers can immediately identify a Coca-Cola bottle by its unique shape and logo.

2. Product Differentiation

Branding distinguishes products from competing brands.

Example:

Although many smartphones perform similar functions, Apple and Samsung differentiate themselves through design,
innovation, and customer experience.

3. Customer Loyalty

Satisfied customers repeatedly purchase trusted brands.

Example:

Many consumers purchase Nike shoes repeatedly because of quality, comfort, and brand reputation.

4. Premium Pricing

Strong brands can charge higher prices because customers perceive greater value.
Example:

Apple products are generally priced higher than many competing smartphones.

5. Easier Promotion

Established brands require less effort to market new products.

Example:

When Tata launches a new consumer product, the established brand reputation increases consumer confidence.

6. Competitive Advantage

Strong branding creates a sustainable market advantage.

Example:

Coca-Cola has maintained global leadership partly because of its consistent branding.

7. Builds Trust

Customers associate strong brands with consistent quality and reliability.

Example:

Consumers often choose Amul dairy products because they trust the brand's quality.



Types of Branding

1. Individual Branding

Each product has its own unique brand.

Example:

Hindustan Unilever markets products such as Lux, Dove, and Surf Excel under separate brand names.

2. Family Branding

Multiple products are sold less than one common brand.

Example:

Samsung markets televisions, smartphones, refrigerators, and washing machines under the Samsung brand.

3. Corporate Branding

The entire company is promoted as a brand.

Example:

Tata Group uses its corporate reputation across industries such as automobiles, steel, hotels, and software.

4. Private Branding

Retailers sell products under their own brand names.

Example:

Supermarket chains often offer store-brand groceries and household products.

5. Co-Branding

Two companies collaborate to create a jointly branded product.

Example:

Credit cards co-branded by banks and airlines that provide travel rewards.

Brand Equity

Brand Equity refers to the additional value a product gains because of its brand name and reputation. Strong brand
equity leads to higher customer loyalty, increased market share, and the ability to command premium prices.
Example:

Apple has high brand equity because customers strongly associate the brand with innovation, quality, and design.

Brand Positioning
Brand positioning means creating a distinctive place for the brand in consumers' minds.
Examples include:

e Volvo —Safety

e Mercedes-Benz — Luxury

e Nike — Performance and inspiration

e Colgate — Oral care expertise

Brand Loyalty

Brand loyalty refers to customers consistently choosing the same brand despite the availability of alternatives.
Example:

Many consumers purchase only Apple products because they trust the ecosystem, quality, and user experience.

Brand Extension

Brand extension involves introducing a new product using an existing brand name.

Example:

Amul has successfully extended its brand from butter to milk, cheese, ice cream, chocolates, and beverages.

Branding Strategies

Product Branding

A separate brand is created for a specific product.
Corporate Branding

The company name is emphasized across all products.
Umbrella Branding

A single brand name covers multiple products.



Multi-Brand Strategy

One company owns several brands that compete in similar categories.

Rebranding

An existing brand is refreshed by changing its name, logo, design, or positioning.
Example: Companies occasionally redesign their logos or update their visual identity to reflect changing market

trends.

Challenges in Branding
e Intense market competition
e Rapid changes in consumer preferences
e Negative publicity and online reviews
e Brand imitation and counterfeit products

¢ Maintaining consistent quality across markets

e Managing a global brand image

Real-Life Examples of Successful Branding

Brand Branding Strength

Apple Innovation, premium quality, elegant design

Nike Performance, motivation, athlete endorsements

Coca-Cola | Happiness, consistency, global recognition

Tata Trust, ethics, reliability, diversified business

Amul Quality dairy products, affordability, memorable advertising

Difference between Brand and Branding

Basis Brand

Meaning | The identity of a product or company
Nature An outcome

Purpose Identification and differentiation
Example Apple

Branding is

much more than creating a logo or selecting a name. It is a comprehensive marketing strategy that
shapes how customers perceive and remember a company and its products. Effective branding creates trust,
differentiates products from competitors, fosters customer loyalty, supports premium pricing, and contributes to
long-term business success. Organizations that consistently deliver on their brand promise are more likely to build
enduring relationships with customers and maintain a sustainable competitive advantage.

Difference between Packaging, Labeling, and Branding

Basis Packaging Labeling Branding
Meanin Enclosing and protecting the | Providing product information | Creating a unique identity for the
g product through a label product
Mai . . Inf ti d legal . . .
ain Protection and convenience n orrTTa on an cga Identification and differentiation
Purpose compliance
Focus Physical appearance and safet Product details and Customer perception and loyalt
¥ PP y instructions P P yaly
[ dient d iry date | Brand h as Nike, Appl
Example A plastic bottle for shampoo ngre ients and expiry date | Brand name such as Nike, Apple,
printed on the bottle or Coca-Cola

Packaging, labeling, and branding are integral parts of a successful marketing

strategy. Packaging protects the

product and enhances its visual appeal, labeling informs consumers and ensures regulatory compliance, while
branding creates a distinctive identity that builds trust, loyalty, and long-term customer relationships. Together,
these elements increase customer satisfaction, strengthen market position, and contribute to sustainable business

growth.




Pricing Basics: Meaning, Importance, Factors Influencing Pricing Decisions, and Pricing
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Meaning of Pricing

Pricing is the process of determining the amount of money that customers must pay to purchase a product or
service. It involves setting a value for a product by considering its cost, customer demand, competition, and
organizational objectives. According to Philip Kotler, pricing is: "The amount of money charged for a product or
service or the sum of values that customers exchange for the benefits of having or using the product." In simple
terms, pricing is the exchange value of a product expressed in monetary terms.

Example:
A company manufacturing a laptop calculates its production cost, market demand, competitors' prices, and expected
profit before deciding to sell it for 50,000.

Objectives of Pricing
Organizations determine prices to achieve different business goals. The major objectives include:
e  Profit maximization
e Sales growth
e Market share expansion
e Survival during intense competition
e Customer satisfaction
e Brand positioning
e Return on investment (ROI)
e Market leadership

Importance of Pricing

1. Revenue Generation

Pricing is the only element of the marketing mix that directly generates revenue. Appropriate pricing helps
businesses recover costs and earn profits.



Example:
A restaurant determines menu prices carefully to cover food costs, employee salaries, rent, and desired profit
margins.

2. Profit Maximization

An effective pricing strategy enables firms to maximize profits while maintaining customer satisfaction.

Example:

Luxury automobile manufacturers charge premium prices because customers perceive high value and exclusivity.

3. Competitive Positioning

Pricing influences how customers perceive a product compared with competitors. Businesses may position
themselves as premium, economical, or value-for-money brands.

Example:

Apple follows a premium pricing strategy, while brands like Xiaomi emphasize competitive pricing.

4. Influencing Consumer Demand

Price directly affects customers' buying decisions. Lower prices generally increase demand, whereas higher prices
may reduce demand depending on the product category.

Example:

Retail stores often experience higher sales during festival discounts and seasonal promotions.

5. Market Penetration

Competitive pricing helps new products enter the market quickly by attracting first-time buyers.

Example:

A new internet service provider may introduce low subscription rates to attract customers from established
competitors.

6. Brand Image

Price contributes to the perceived quality and prestige of a product.

Example:

Premium perfumes are intentionally priced higher to reinforce their luxury image.

7. Business Sustainability
Proper pricing ensures sufficient revenue to cover operating expenses, invest in innovation, and support long-term
growth.

Factors Influencing Pricing Decisions
Pricing decisions are influenced by both internal and external factors.

A. Internal Factors

1. Organizational Objectives

The company's goals determine its pricing strategy. Objectives may include profit maximization, market leadership,
survival, or customer acquisition.

Example:

A startup may initially prioritize customer acquisition over short-term profits.

2. Cost of Production

The total cost of manufacturing, packaging, transportation, and marketing forms the minimum price level.
Example:

If manufacturing a bottle of juice costs X25, the selling price must exceed this cost to earn a profit.

3. Marketing Strategy

Pricing must be consistent with product quality, branding, promotion, and distribution strategies.
Example:

A premium skincare brand uses high prices along with luxury packaging and exclusive retail outlets.



4. Product Life Cycle

Pricing changes as products move through different stages of the Product Life Cycle (PLC).

Example:

New smartphones are introduced at premium prices and later discounted as newer models are launched.

5. Company Resources

Financial strength influences pricing decisions.

Example:

Large multinational companies may temporarily reduce prices to increase market share.

B. External Factors

1. Customer Demand

Consumer willingness to pay significantly influences pricing.

Example:

Popular concert tickets command higher prices due to strong demand.

2. Competition

Competitors' pricing affects a firm's pricing decisions.

Example:

Fuel stations often adjust prices in response to competing stations nearby.

3. Government Regulations

Governments may regulate prices through taxes, subsidies, or price controls.
Example:

Essential medicines are often subject to price regulation.

4. Economic Conditions

Inflation, recession, and purchasing power affect customer demand and pricing.
Example:

During economic downturns, businesses often introduce discounts to stimulate sales.

5. Distribution Channel

Distribution costs and intermediary margins influence the final selling price.

Example:

Products sold through multiple wholesalers and retailers generally have higher retail prices.

6. Customer Perception

Customers' perceptions of quality influence acceptable pricing.

Example:

Luxury watches are expected to have premium prices because customers associate higher prices with superior
quality.

Pricing Strategies and Approaches
Businesses use different pricing strategies depending on their objectives, market conditions, and customer
segments.

1. Cost-Based Pricing

Under this approach, price is determined by adding a desired profit margin to the total production cost.
Formula:

Selling Price = Total Cost + Desired Profit

Example:
If producing a chair costs 2,000 and the company wants a X500 profit, the selling price is X2,500.



Advantages
e Simple to calculate
e Ensures cost recovery
e Suitable for stable markets

2. Value-Based Pricing
Price is determined according to the value customers perceive in the product rather than its production cost.
Example:
Customers pay premium prices for Apple products because they perceive high quality, innovation, and brand value.
Advantages

¢ Maximizes profitability

e Focuses on customer value

e Strengthens premium positioning

3. Competition-Based Pricing

The company sets prices based on competitors' prices.

Example:

Retailers selling similar consumer electronics often match competitors' prices to remain competitive.

4. Penetration Pricing
A low introductory price is offered to quickly gain market share.
Example:
Streaming services frequently offer discounted introductory subscriptions to attract new users.
Suitable for
e New product launches
e Highly competitive markets

5. Price Skimming
A high initial price is charged when introducing an innovative or premium product. Prices are gradually reduced over
time.
Example:
Many flagship smartphones launch at premium prices before receiving discounts several months later.
Suitable for
¢ Innovative products
e Strong brands
e Limited competition

6. Psychological Pricing

Prices are designed to influence customer perceptions.

Example:

A product priced at X999 is often perceived as significantly cheaper than one priced at ¥1,000, even though the
difference is only X1.

7. Discount Pricing
Temporary price reductions encourage increased sales.
Examples

e Festival discounts

e Seasonal sales

e Clearance sales

e Cash discounts

e Quantity discounts

8. Premium Pricing

High prices are maintained to reinforce exclusivity and superior quality.

Example:

Luxury brands in fashion, automobiles, and watches commonly use premium pricing.



9. Dynamic Pricing

Prices change according to demand, supply, or timing.

Example:

Airlines and hotels adjust prices based on booking dates, occupancy, and seasonal demand.

Comparison of Major Pricing Strategies
Pricing Strategy Basis Main Objective Example
Cost-Based Pricing Cost + Profit Margin Cost recovery and profit Furniture manufacturing
Value-Based Pricing Customer perceived value | Maximize customer value Apple products
- - N . . Consumer electronics

Competition-Based Pricing | Competitors' prices Remain competitive retailers
Penetration Pricing Low introductory price Gain market share New streaming services

. S oy . Recover investment .
Price Skimming High introductory price quickly New flagship smartphones
Psychological Pricing Customer perception Increase sales %999 pricing
Discount Pricing Reduced selling price Boost demand Festival sales
Premium Pricing Prestige and exclusivity Strengthen luxury image Luxury watches
Dynamic Pricing Market demand Maximize revenue Airlines and hotels

Pricing is a critical strategic decision that influences sales, profitability, customer satisfaction, and competitive
positioning. An effective pricing policy requires balancing production costs, market demand, competition, consumer
perceptions, and organizational objectives. By selecting appropriate pricing strategies—such as cost-based, value-
based, penetration, skimming, psychological, premium, or dynamic pricing—businesses can achieve sustainable
growth, enhance customer value, and strengthen their position in competitive markets.
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For example, a company manufacturing packaged foods does not usually sell directly to every consumer. Instead, it
uses wholesalers, distributors, retailers, and online platforms to make its products available across different regions.




Meaning of Marketing Channels

A marketing channel is the sequence of intermediaries through which goods and services pass from the
manufacturer to the final consumer. These intermediaries may include agents, wholesalers, distributors, retailers,
and e-commerce platforms. According to Philip Kotler, a marketing channel is: "A set of interdependent
organizations involved in the process of making a product or service available for use or consumption."

Example:
A biscuit manufacturer supplies products to distributors, who sell them to wholesalers. Wholesalers then supply
retailers, and finally the products are purchased by consumers.

Importance of Marketing Channels
Marketing channels are essential because they:

e Ensure products are available where customers need them.

e Reduce the gap between production and consumption.

e Improve customer convenience.

e Reduce distribution costs.

e Increase market coverage.

e Provide after-sales services.

e Help companies focus on production while intermediaries manage distribution.
Example:
An electronics company can focus on designing and manufacturing products while authorized dealers and retailers
handle sales and customer support.

Functions of Marketing Channels

Marketing channels perform several important functions that facilitate the movement of goods from producers to
consumers.

1. Information Function

Channel members collect and share market information regarding customer preferences, competitors, and market
trends.

Example:

Retailers inform smartphone manufacturers about customer demand for better cameras and longer battery life.

2. Promotion Function

Intermediaries help promote products through advertising, displays, demonstrations, and personal selling.
Example:

Retail stores display promotional posters and offer live demonstrations of home appliances.

3. Contact Function

Marketing channels establish communication between buyers and sellers.

Example:

A car dealer explains product features, financing options, and warranty details to potential customers.

4. Matching Function

Intermediaries match products with customer needs by offering suitable varieties, sizes, and models.
Example:

A clothing retailer offers different sizes, colors, and styles to meet diverse customer preferences.

5. Negotiation Function

Channel members negotiate prices and terms of sale between producers and buyers.
Example:

A distributor negotiates bulk purchase discounts with a manufacturer.

6. Physical Distribution Function

Marketing channels arrange transportation, warehousing, inventory management, and delivery.

Example:

An online retailer stores products in warehouses and delivers them to customers through logistics partners.



7. Financing Function

Some intermediaries provide credit facilities and finance inventory purchases.

Example:

Automobile dealers may offer installment payment plans through banks or financial institutions.

8. Risk-Taking Function

Channel members bear risks related to storage, transportation, demand fluctuations, and product damage.
Example:

A wholesaler purchasing seasonal products assumes the risk of unsold inventory.

Marketing Channel Flows

Marketing channels involve several types of flows between producers and consumers.

1. Physical Flow

The movement of products from manufacturers to customers.

Example:

A refrigerator is transported from the factory to a warehouse, then to a retailer, and finally delivered to the
customer.

2. Ownership Flow

Transfer of ownership as the product moves through the channel.

Example:

Ownership passes from the manufacturer to the wholesaler, then to the retailer, and finally to the consumer.

3. Payment Flow

Movement of money from customers back through the channel to producers.
Example:

Customers pay retailers, retailers pay wholesalers, and wholesalers pay manufacturers.

4. Information Flow

Exchange of information between producers, intermediaries, and customers.

Example:

Customer complaints and product feedback are communicated to manufacturers through retailers.

5. Promotion Flow

Flow of promotional messages from manufacturers to customers.

Example:

Manufacturers advertise products through television, social media, and retailers.

Channel Levels

Channel levels refer to the number of intermediaries involved between producers and consumers.
1. Zero-Level Channel (Direct Marketing)

In this channel, manufacturers sell directly to consumers without intermediaries.

Diagram
Manufacturer - Consumer
Example:
A farmer selling vegetables directly to customers at a local market or a company selling products through its own
website.
Advantages
e Higher profit margins
e Direct customer relationship
e Better customer feedback

2. One-Level Channel

One intermediary, usually a retailer, is involved.
Diagram

Manufacturer - Retailer - Consumer



Example:
A bakery supplying bread directly to supermarkets.

3. Two-Level Channel

Two intermediaries—a wholesaler and a retailer—are involved.

Diagram

Manufacturer - Wholesaler - Retailer - Consumer

Example:

A packaged food company distributes products through wholesalers and retail grocery stores.

4. Three-Level Channel

Three intermediaries are involved: agent, wholesaler, and retailer.

Diagram

Manufacturer - Agent - Wholesaler - Retailer - Consumer

Example:

Agricultural products exported through export agents before reaching wholesalers and retailers.

Types of Marketing Channels

Traditional Marketing Channel

Each member works independently to maximize its own profit.

Example:

Independent wholesalers and retailers operating without coordinated management.

Vertical Marketing System (VMS)

Manufacturers, wholesalers, and retailers cooperate as a unified system.

Example:

Franchise businesses where standardized processes and branding are maintained across outlets.

Horizontal Marketing System

Two or more companies at the same level collaborate to exploit marketing opportunities.
Example:

A supermarket partnering with a pharmacy chain to offer customers additional services.

Multichannel Marketing System

Companies use multiple distribution channels simultaneously.

Example:

A consumer electronics brand sells products through company-owned stores, authorized dealers, e-commerce
websites, and online marketplaces.

Channel Conflicts

Meaning

Channel conflict occurs when disagreements arise among channel members regarding pricing, territories,
promotional efforts, inventory management, or business policies.

Types of Channel Conflict

1. Vertical Conflict

Occurs between different levels of the distribution channel.

Example:

A retailer complains that the manufacturer is selling directly to consumers at lower prices.

2. Horizontal Conflict

Occurs between intermediaries operating at the same channel level.

Example:

Two retailers selling the same brand in the same locality compete by offering heavy discounts.

3. Multichannel Conflict
Occurs when multiple channels compete for the same customers.



Example:
Customers purchase directly from a company's website at lower prices than those offered by authorized retailers.

Causes of Channel Conflict
e Pricing differences
e Territory disputes
e Unequal profit margins
e lLack of communication
e Inventory shortages
e Sales target disagreements
e Different business objectives

Channel Conflict Resolution (Overview)

Effective conflict management strengthens channel relationships and improves overall performance.

1. Clear Communication

Regular communication helps clarify expectations and reduce misunderstandings.

Example:

Monthly meetings between manufacturers and distributors to discuss sales performance and operational issues.

2. Clearly Defined Roles

Each channel member should understand their responsibilities and territorial rights.
Example:

A company allocates exclusive sales territories to distributors to prevent overlap.

3. Fair Pricing Policies

Uniform pricing policies reduce unnecessary competition among channel members.
Example:

Manufacturers establish consistent wholesale pricing structures.

4. Joint Planning

Collaborative planning builds trust and aligns marketing objectives.
Example:

Manufacturers and retailers jointly plan festive promotional campaigns.

5. Incentives and Support

Providing incentives, training, and marketing support encourages stronger channel partnerships.
Example:

Manufacturers offer sales bonuses and promotional materials to high-performing distributors.

6. Mediation and Negotiation

Disputes can be resolved through discussion or third-party mediation when required.
Example:

A manufacturer negotiates revised discount structures with dissatisfied distributors.

Advantages of Effective Marketing Channels
e Wider market coverage
e Improved customer convenience
e Faster product availability
e Lower distribution costs
e Better inventory management
e Enhanced customer satisfaction
e Stronger competitive advantage
e Efficient after-sales service



Channel Levels

Channel Level Distribution Structure Example
Zero-Level Manufacturer - Consumer Company website, farmers' market
One-Level Manufacturer - Retailer - Consumer Bakery supplying supermarkets
Two-Level Manufacturer - Wholesaler - Retailer > Consumer Packaged food distribution
Three-Level Manufacturer - Agent - Wholesaler - Retailer - Consumer | Agricultural exports

Marketing channels are a vital component of the marketing mix because they ensure that products reach customers
efficiently and economically. They perform essential functions such as information sharing, promotion, financing,
transportation, storage, negotiation, and risk-bearing. Businesses can choose from different channel levels
depending on the nature of the product, target market, and distribution objectives. Although channel conflicts may
arise due to pricing, territorial issues, or differing goals, they can be effectively managed through clear
communication, fair policies, collaborative planning, and well-defined responsibilities. An efficient marketing channel
enhances customer satisfaction, improves market coverage, and contributes significantly to long-term organizational
success.

Marketing Channel Options: Definition, Introduction to Wholesaling, Retailing,
Franchising, Direct Marketing, and E-Commerce Marketing Practices
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customers at the right time and place. Even the best products cannot succeed unless they are available to customers
through an efficient distribution system. Businesses select different marketing channel options based on the nature
of the product, target market, customer preferences, distribution costs, and business objectives. The major
marketing channel options include wholesaling, retailing, franchising, direct marketing, and e-commerce
marketing.
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Definition of Marketing Channel

A Marketing Channel, also known as a Distribution Channel, is a network of organizations, intermediaries, and
individuals involved in transferring ownership and moving products or services from the producer to the final
consumer. According to Philip Kotler: "Marketing channels are sets of interdependent organizations involved in
the process of making a product or service available for use or consumption."” In simple words, a marketing channel
is the route through which products travel from manufacturers to customers.

Example:
A manufacturer produces biscuits. The biscuits are supplied to distributors, then to wholesalers, then to retailers,
and finally purchased by consumers.

Objectives of Marketing Channels
The primary objectives of marketing channels are:
e To make products available to customers.
e To reduce the gap between producers and consumers.
e To ensure timely delivery.
e Toincrease market coverage.
e To reduce distribution costs.
e To improve customer satisfaction.
e To provide after-sales services.



Marketing Channel Options

Marketing channel options refer to the various methods through which companies distribute their products to
customers. Depending on the business model, companies may use one or multiple channel options.

The major marketing channel options are:

Wholesaling

Retailing

Franchising

Direct Marketing

E-Commerce Marketing
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1. Wholesaling

Definition

Wholesaling refers to the business activity of purchasing goods in large quantities from manufacturers and selling
them in smaller quantities to retailers, institutions, or business users rather than directly to consumers.

Wholesalers act as intermediaries between manufacturers and retailers by performing functions such as storage,
transportation, financing, and distribution.

Characteristics
e Purchases products in bulk.
e Sells mainly to retailers and institutions.
e Maintains warehouses.
e Provides credit facilities.
e Reduces manufacturers' distribution burden.

Functions
e Bulk purchasing
e Warehousing
e Transportation
¢ Inventory management
e Market information
e Financing
e Risk bearing

Example
A beverage manufacturer supplies thousands of cartons to a wholesaler, who distributes them to hundreds of
grocery stores across different cities.

2. Retailing

Definition

Retailing is the business activity of selling goods and services directly to final consumers in small quantities for
personal or household consumption.

Retailers form the final link between producers and customers.

Characteristics
e Direct contact with customers.
e Sells products in small quantities.
e Provides customer service.
e Offers product assortment.
e Collects customer feedback.

Functions
e Selling products
e Product display
e Customer assistance
e Home delivery
e Complaint handling



e Market feedback

Example
A supermarket sells groceries, household products, and personal care items directly to consumers.

3. Franchising

Definition

Franchising is a marketing and business arrangement in which one company (the Franchisor) grants another
individual or business (the Franchisee) the right to operate its business using its brand name, products, trademarks,
operating systems, and business model in exchange for fees or royalties.

Characteristics
e Established brand name.
e Standardized operating procedures.
e Continuous training and support.
e Royalty payment.
e Uniform quality standards.

Advantages
e Faster business expansion.
e Lower investment risk.
e Strong brand recognition.
e Better customer confidence.

Example
Many international fast-food chains expand by allowing franchisees to operate outlets under the company's brand
while following standardized recipes, service quality, and operating procedures.

4. Direct Marketing

Definition

Direct Marketing is a method of selling products and services directly to customers without involving intermediaries
such as wholesalers or retailers. Companies communicate directly with customers through various media to
generate immediate responses and build long-term relationships.

Characteristics
e No middlemen.
e Personalized communication.
e Direct customer relationship.
e Quick customer feedback.
e Higher profit margins.

e Email Marketing

e SMS Marketing

e Telemarketing

e Catalogue Marketing

e Social Media Marketing
e  Website Marketing

Advantages
e Lower distribution costs.
e Better customer relationships.
e Customized promotions.
e Faster response measurement.



Example
A furniture manufacturer sells products directly through its website and delivers them to customers without using
retail stores.

5. E-Commerce Marketing Practices

Definition

E-Commerce Marketing refers to the promotion, buying, and selling of products and services through electronic
platforms such as websites, mobile applications, and online marketplaces using internet technologies.

E-commerce combines digital technology with marketing to provide customers with a convenient, secure, and
personalized shopping experience.

Characteristics
e Online transactions.
e 24x7 availability.
e Global market reach.
e Digital payment systems.
e Personalized recommendations.

Common E-Commerce Marketing Practices
Search Engine Optimization (SEO)
Improves website ranking in search engine results to increase organic traffic.

Search Engine Marketing (SEM)
Uses paid advertisements to attract potential customers through search engines.

Social Media Marketing Promotes products on platforms such as Facebook, Instagram, LinkedIn, and
YouTube.

Email Marketing Sends promotional emails, newsletters, and personalized offers to customers.

Content Marketing Creates blogs, videos, articles, and educational content to engage customers and
build trust.

Affiliate Marketing Partners with affiliates who promote products and earn commissions on successful
sales.

Influencer Marketing Collaborates with social media influencers to increase brand awareness and

customer engagement.

Advantages
e Worldwide customer reach.
e Lower operating costs.
e Convenient shopping.
e Better customer engagement.
e Easy performance measurement.
e Faster transactions.

Example
A customer purchases a smartphone through an online shopping platform, makes payment digitally, and receives
home delivery within a few days.

Comparison of Marketing Channel Options
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Importance of Marketing Channel Options
Marketing channel options are important because they:
e Increase product availability.
e Improve customer convenience.
e Expand market coverage.
e Reduce distribution costs.
e Enhance customer satisfaction.
e Build long-term customer relationships.
e Improve sales and profitability.
e Support business growth in domestic and international markets.

Marketing channel options are essential for connecting producers with consumers efficiently and effectively.
Wholesaling enables bulk distribution, retailing provides products directly to consumers, franchising supports rapid
expansion through established business models, direct marketing creates personalized customer relationships, and
e-Commerce marketing leverages digital technologies to offer convenient, global, and data-driven shopping
experiences. By selecting the appropriate channel option or a combination of options, organizations can improve
market coverage, enhance customer satisfaction, reduce distribution costs, and achieve sustainable competitive
advantage. These channel options form the backbone of modern marketing and play a critical role in organizational
success.

Promotion: The Role of Marketing Communications, Elements of Promotion Mix, and
Integrated Marketing Communication (IMC) Approach

Marketing Communication Mix ——— SOCIAL MEDIA MARKETING CAMPAIGNS
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Marketing
communications
mix

Promotion is one of the four key elements
of the Marketing Mix (4Ps), alongside
Product, Price, and Place. Promotion
involves communicating information about
a product or service to the target market
with  the objective of informing,
persuading, and reminding customers. It



helps organizations create awareness, build brand image, increase customer interest, stimulate demand, and
encourage purchases. In today's highly competitive business environment, effective promotional strategies are
essential for achieving marketing and organizational objectives.

Definition of Promotion

Promotion refers to all communication activities undertaken by an organization to inform, persuade, remind, and
influence customers about its products, services, or brand. According to Philip Kotler: "Promotion includes all the
activities undertaken by a company to communicate and promote its products to the target market." In simple
terms, promotion is the communication bridge between a company and its customers.

Example:
When a company launches a new smartphone, it advertises on television, social media, newspapers, and online
platforms to inform customers about its features and benefits.

Objectives of Promotion
The major objectives of promotion are:
e To create product awareness.
e To provide product information.
e To persuade customers to purchase.
e Toincrease sales and market share.
e To build brand image and reputation.
e To encourage customer loyalty.
e To remind customers about existing products.
e To support product launches and promotional campaigns.

The Role of Marketing Communications

Definition

Marketing Communication refers to the process through which organizations share information with customers and
other stakeholders regarding their products, services, brands, and value propositions.

Marketing communication establishes a two-way relationship between businesses and customers by conveying
messages that influence attitudes and purchasing decisions.

Importance (Role) of Marketing Communications

1. Creating Awareness

Marketing communication introduces new products and services to potential customers.

Example:

A company launching a new electric scooter uses television advertisements and social media campaigns to create
awareness.

2. Educating Customers

Communication explains product features, benefits, pricing, and usage.

Example:

A pharmaceutical company provides educational advertisements explaining the benefits of a health supplement.

3. Persuading Customers

Marketing communication encourages customers to choose one brand over competing alternatives.
Example:

A toothpaste brand highlights superior cavity protection to persuade consumers to switch brands.

4. Building Brand Image

Consistent communication helps establish a positive brand reputation.

Example:

Luxury automobile brands consistently communicate quality, innovation, and prestige through their advertising.



5. Increasing Sales

Promotional campaigns stimulate customer demand and improve sales performance.

Example:

A clothing retailer announces festive discounts through television, newspapers, and social media, resulting in
increased sales.

6. Building Customer Relationships

Regular communication strengthens customer trust and loyalty.

Example:

Banks send personalized messages, financial advice, and special offers to existing customers.

7. Creating Competitive Advantage

Effective communication differentiates products from competitors.

Example:

A sportswear company emphasizes innovation and sustainability in its promotional campaigns.

Elements of the Promotion Mix
The Promotion Mix is the combination of promotional tools that organizations use to communicate with customers.
The five major elements are:
1. Advertising
Personal Selling
Sales Promotion
Public Relations
Direct Marketing
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1. Advertising

Definition

Advertising is a paid, non-personal form of communication through various media to promote products, services, or
ideas.

Characteristics
e Paid communication
e Non-personal presentation
e Mass audience
e Controlled by the advertiser

Advantages

e Wide market coverage

e Builds brand awareness
Reaches large audiences quickly
Supports long-term brand building

Example
A company advertises its new detergent through television, newspapers, radio, YouTube, and social media
platforms.

2. Personal Selling

Definition

Personal selling involves direct face-to-face communication between a salesperson and a prospective customer to
persuade them to purchase a product or service.

Characteristics
e Personal interaction
e |Immediate customer feedback
e Customized communication
e Relationship building



Advantages
e  Builds trust
Handles customer objections
Provides detailed product explanations
Suitable for complex products

Example
A sales representative demonstrates a water purifier to a household customer and explains its benefits before
closing the sale.

3. Sales Promotion

Definition

Sales promotion consists of short-term incentives designed to encourage customers or intermediaries to purchase
products immediately.

Types
e Discounts
e Coupons
e Buy-One-Get-One (BOGO) offers
e Free samples
e Cashback offers
e Loyalty rewards
e Trade discounts

Advantages
e Boosts short-term sales
e Attracts new customers
e Encourages repeat purchases
e Helps clear excess inventory

Example
A supermarket offers a 20% discount on grocery items during a festival season to attract more customers.

4. Public Relations (PR)

Definition

Public Relations involves managing communication between an organization and its stakeholders to build and
maintain a positive public image.

Activities
e Press releases
e Corporate social responsibility (CSR)
e Community engagement
e Press conferences
e Sponsorships
e Crisis communication

Advantages
e Builds credibility
e Enhances public trust
e Improves corporate reputation
e Supports long-term brand image

Example
A company organizes a free health camp in the community and receives positive media coverage.



5. Direct Marketing

Definition

Direct marketing involves communicating directly with customers to generate immediate responses and build long-
term relationships.

Methods
e Email Marketing
e SMS Marketing
o Telemarketing
e Catalogues
e Company websites
e Mobile applications

Advantages
e Personalized communication
e Immediate customer response
e Lower marketing costs
e Better customer relationship management

Example
An online retailer sends personalized email offers based on customers' previous purchase history.

Integrated Marketing Communication (IMC)

Definition

Integrated Marketing Communication (IMC) is a strategic approach in which an organization coordinates and
integrates all marketing communication tools and channels to deliver a consistent, clear, and unified message to the
target audience. According to Philip Kotler, IMC is: "The concept under which a company carefully integrates and
coordinates its many communication channels to deliver a clear, consistent, and compelling message."

Objectives of IMC
e Deliver a consistent brand message.
e Improve communication effectiveness.
e Strengthen brand identity.
e Increase customer engagement.
e Enhance customer satisfaction.
e Maximize marketing return on investment (ROI).

Components of IMC
An IMC program integrates multiple communication tools, including:
e Advertising
e Personal Selling
e Sales Promotion
e Public Relations
e Direct Marketing
e Social Media Marketing
e Digital Marketing
e Content Marketing
e Email Marketing
e Event Marketing

Advantages of IMC

1. Consistent Communication

Customers receive the same brand message across all communication channels.

Example:

A company uses the same logo, slogan, and promotional message in television advertisements, newspapers,
websites, and social media.



2. Stronger Brand

Consistency improves customer trust and brand recognition.

Image

3. Better Customer Experience
Customers receive uniform information regardless of where they interact with the company.

4. Higher Marketing Efficiency
Coordinated promotional efforts reduce duplication and improve resource utilization.

5. Increased Sales

Integrated campaigns reinforce customer awareness and encourage purchasing decisions.

Example of IMC

Suppose a company launches a new electric scooter.
Its IMC campaign may include:

e Television

e Newspaper advertisements highlighting specifications.

advertisements introducing the product.

e Social media campaigns featuring videos and customer testimonials.

e Influencer collaborations on digital platforms.

e Email marketing with introductory offers.

e Dealership demonstrations.

e Public relations events showcasing environmental benefits.

e Festival discounts and exchange offers.
Since all these activities communicate the same brand message, customers receive a consistent and persuasive

experience.

Difference Between Promotion and Integrated Marketing Communication (IMC)

Basis Promotion Integrated Marketing Communication (IMC)
Meaning Individual promotional activities Coordination of all communication tools
Focus Product promotion Consistent brand communication
Communication | May vary across channels Unified across all channels
Objective Increase sales Build long-term customer relationships and brand equity

.. . TV, social media, email, PR, sales promotion, and personal selling
Example Television advertisement only .

working together

Promotion Mix

Element

Purpose

Example

Advertising

Inform and persuade mass audiences

Television advertisement for a new smartphone

Personal Selling

Direct interaction with customers

Sales representative demonstrating a product

Sales Promotion

Encourage immediate purchases

Festival discounts and coupons

Public Relations

Build goodwill and reputation

CSR activities and press releases

Direct Marketing

Personalized communication

Promotional emails and SMS offers

Promotion is a vital component of the marketing mix because it enables organizations to communicate effectively
with customers, build awareness, influence buying decisions, and strengthen brand loyalty. The promotion mix—
comprising advertising, personal selling, sales promotion, public relations, and direct marketing—provides multiple
avenues for engaging target audiences. The Integrated Marketing Communication (IMC) approach enhances the
effectiveness of these tools by ensuring that all communication channels deliver a consistent and compelling
message. Organizations that implement a well-coordinated IMC strategy are better positioned to build strong
brands, foster lasting customer relationships, and achieve sustainable competitive advantage.
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5-Step Buyer Decision Process (Consumer Decision-Making Process)

Definition

The 5-Step Buyer Decision Process is a systematic model that explains how consumers identify a need,
evaluate available alternatives, make a purchase decision, and assess their satisfaction after using a product
or service. Understanding this process helps marketers design effective strategies to attract, influence, and
retain customers.

Step 1: Problem Recognition (Need Recognition)

Problem recognition is the first stage in the buying decision process. It begins when a consumer realizes a
difference between their current situation and their desired situation, creating a need or want. This need
may arise from internal stimuli (such as hunger, thirst, or fatigue) or external stimuli (such as
advertisements, social media, friends, or changing lifestyles).

Example:

A student notices that their old laptop frequently crashes during online classes. This creates a need to
purchase a new laptop with better performance.

Marketing Implication:

Companies create awareness through advertisements, promotional campaigns, influencer marketing, and
product demonstrations to help consumers recognize their needs.

Step 2: Information Search

Once the need is recognized, consumers begin searching for information about products or services that can
satisfy their needs. Information may come from several sources, including personal experience, family and
friends, advertisements, online reviews, websites, social media, or sales representatives.

The amount of information searched depends on the product's importance, cost, consumer knowledge, and
perceived risk.

Example:

Before buying a laptop, the student compares different brands such as Dell, HP, Lenovo, and Apple by
watching YouTube reviews, visiting company websites, reading customer ratings, and consulting friends.
Marketing Implication:

Businesses should provide accurate product information, maintain informative websites, encourage positive
customer reviews, and engage customers through digital marketing.

Step 3: Evaluation of Alternatives

In this stage, consumers compare different brands or products based on various attributes such as price,
quality, features, durability, warranty, design, brand reputation, and after-sales service. Every consumer uses
different evaluation criteria depending on personal preferences and priorities.

Example:
The student compares three laptops:
e Dell - Excellent after-sales service
e HP — Affordable price
e Lenovo — Better battery life
After comparing specifications and prices, the student shortlists the most suitable option.

Marketing Implication:
Companies differentiate their products by emphasizing superior quality, innovative features, attractive
pricing, warranties, and customer support to gain a competitive advantage.

Step 4: Purchase Decision

After evaluating alternatives, the consumer selects the product that best satisfies their needs and makes the
purchase. However, the final decision may still be influenced by factors such as discounts, product
availability, recommendations from others, financing options, or unexpected situations.



Example:

The student decides to purchase a Dell laptop because of its reliability and service network. During an online
sale, the laptop is available at a discounted price, encouraging immediate purchase.

Marketing Implication:

Businesses can influence purchase decisions through attractive pricing, seasonal discounts, EMI options, easy
payment methods, free delivery, and excellent customer service.

Step 5: Post-Purchase Behaviour

The final stage occurs after the consumer has purchased and used the product. The consumer compares
actual performance with expectations. If the product performs as expected, customer satisfaction and
loyalty increase. If not, dissatisfaction may occur, leading to complaints, negative reviews, or product
returns. Satisfied customers often recommend the product to others, while dissatisfied customers may
discourage potential buyers.

Example:

After using the Dell laptop for several months, the student finds it fast, reliable, and durable. The positive
experience encourages future purchases from the same brand and recommendations to friends.

Marketing Implication:

Companies should provide excellent after-sales service, warranties, customer support, feedback systems,
and loyalty programs to enhance customer satisfaction and encourage repeat purchases.

Diagram of the 5-Step Buyer Decision Process
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Daily Life Example
Suppose a family wants to buy a refrigerator:
1. Problem Recognition: Their old refrigerator stops cooling properly.
2. Information Search: They search online, visit electronics stores, and ask relatives for suggestions.
3. Evaluation of Alternatives: They compare LG, Samsung, Whirlpool, and Godrej based on price,
energy efficiency, storage capacity, and warranty.
4. Purchase Decision: They purchase an LG refrigerator during a festive sale with an extended
warranty.
5. Post-Purchase Behaviour: If the refrigerator performs well and saves electricity, they become
satisfied customers and recommend the brand to others.

Importance of the 5-Step Buyer Decision Process
e Helps marketers understand consumer buying behaviour.
e Enables businesses to design effective marketing strategies.
e Assists in developing products that meet customer needs.
e Improves customer satisfaction and brand loyalty.
e Supports better promotional and communication decisions.
e Encourages repeat purchases and positive word-of-mouth marketing.

The 5-Step Buyer Decision Process provides a clear understanding of how consumers move from identifying
a need to evaluating their satisfaction after purchase. Each stage offers opportunities for marketers to
influence customer decisions through appropriate product offerings, pricing, promotion, distribution, and
after-sales service. By understanding this process, organizations can build stronger customer relationships,
increase sales, and achieve long-term competitive success.
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New Product Development (NPD): Steps and Critical Examination

Definition

New Product Development (NPD) is the systematic process of transforming a new idea into a successful
commercial product. It involves identifying market opportunities, developing innovative products, testing
their feasibility, and finally launching them in the market. The primary objective of NPD is to satisfy customer
needs, gain a competitive advantage, and increase organizational profitability.

A product may be entirely new to the world, a significant improvement over an existing product, or a new
version of an existing product.

Steps in New Product Development

Step 1: Idea Generation

Idea generation is the first stage of NPD, where organizations collect innovative ideas from both internal and
external sources. Internal sources include employees, research and development (R&D), and management,
while external sources include customers, competitors, suppliers, distributors, market research, universities,
and technological advancements. The aim is to generate as many creative ideas as possible without
immediately evaluating them.

Example:
Apple continuously gathers ideas from customer feedback and technological trends before introducing new
i-Phone features.

Critical View:
A large number of ideas increase the chances of innovation, but excessive ideas may consume time and
resources if not managed properly.

Step 2: Idea Screening

Idea screening involves evaluating all generated ideas and selecting only those with the highest commercial
potential. Poor or impractical ideas are eliminated based on market demand, technical feasibility, financial
viability, company objectives, and legal considerations.

The objective is to avoid investing in products that are unlikely to succeed.

Example:
A food company may reject an idea for a premium organic snack if the target market lacks purchasing power.
Critical View:

Overly strict screening may reject highly innovative ideas, while weak screening may result in costly product
failures.

Step 3: Concept Development and Testing

Selected ideas are converted into detailed product concepts describing the product's features, target
customers, benefits, and positioning. These concepts are then tested with potential customers through
surveys, interviews, or focus groups to assess acceptance and gather suggestions.

Example:

Before launching a new electric scooter, manufacturers test customer reactions regarding battery range,
charging time, price, and design.

Critical View:

Concept testing reduces market uncertainty, but customer opinions during testing may differ from actual
buying behavior after launch.

Step 4: Marketing Strategy Development

At this stage, the company develops a comprehensive marketing strategy for the new product. The strategy
includes identifying the target market, positioning the product, pricing policy, distribution channels,
promotional activities, and sales objectives.

A well-designed marketing strategy ensures effective market penetration.

Example:

A smartphone company targets young professionals by promoting premium camera quality and productivity
features through social media campaigns.



Critical View:
Even an excellent product may fail if the marketing strategy does not effectively reach or persuade the target
customers.

Step 5: Business Analysis

Business analysis evaluates whether the proposed product is financially viable. The company estimates
expected sales, production costs, marketing expenses, profits, return on investment (ROI), break-even point,
and associated risks before making the final investment decision.

Example:

An automobile company estimates the manufacturing cost and projected sales volume before launching a
new electric vehicle.

Critical View:

Financial forecasts are based on assumptions and may become inaccurate due to changes in market
conditions or competitor actions.

Step 6: Product Development

In this stage, the product concept is transformed into a physical product or prototype. Engineers and
designers work together to develop the product, ensuring quality, functionality, safety, durability, and
compliance with regulatory standards. Multiple prototypes may be tested before the final design is
approved.

Example:

Pharmaceutical companies conduct laboratory testing and clinical trials before commercial production of a
new medicine.

Critical View:

Product development requires significant investment in technology, skilled personnel, and time, making it
one of the most expensive stages.

Step 7: Test Marketing

Test marketing involves introducing the product in a limited geographical area or selected customer segment
before a full-scale launch. The company evaluates customer response, sales performance, pricing
effectiveness, promotional strategies, and distribution efficiency.

This stage helps identify potential problems before nationwide or global commercialization.

Example:

A beverage company launches a new fruit juice in one city before expanding across the country.

Critical View:

Although test marketing reduces business risk, it is costly, time-consuming, and may allow competitors to
imitate the product before the official launch.

Step 8: Commercialization

Commercialization is the final stage where the product is launched into the market on a large scale. The
company begins mass production, extensive advertising, distribution, sales promotion, and customer
support. Decisions regarding launch timing, market coverage, and promotional budgets are finalized.
Example:

When Samsung launches a new Galaxy smartphone, it simultaneously conducts global advertising, online
promotions, and retail distribution.

Critical View:

Commercialization requires substantial financial investment. Any mistake in pricing, product quality,
distribution, or promotion can significantly affect the product's success.

Flow Diagram of New Product Development
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Critical Examination of the New Product Development Process

The New Product Development process provides a structured approach to innovation and significantly
improves the probability of market success. It minimizes risk by evaluating ideas at every stage before
substantial investments are made. Customer involvement through concept testing and test marketing helps
develop products that better meet market needs. Moreover, systematic planning enhances resource
utilization, product quality, and profitability.

However, the process also has limitations. It is often lengthy, expensive, and resource-intensive. Rapid
technological changes and shifting consumer preferences can make products obsolete before launch.
Excessive bureaucracy may slow innovation, while inaccurate market forecasts may lead to poor business
decisions. In highly competitive industries, lengthy development cycles may allow competitors to introduce
similar products earlier.

Therefore, modern organizations increasingly adopt Agile, Lean Product Development, and Design Thinking
approaches to accelerate innovation while maintaining flexibility and customer focus.

Importance of New Product Development
e Satisfies changing customer needs and preferences.
e Encourages innovation and creativity within organizations.
e Provides competitive advantage in dynamic markets.
e Increases market share and long-term profitability.
e Reduces dependence on existing products.
e Enhances brand image and customer loyalty.
e Supports sustainable business growth.

New Product Development is a comprehensive and systematic process that transforms innovative ideas into
commercially successful products. The eight stages—Idea Generation, Idea Screening, Concept
Development and Testing, Marketing Strategy Development, Business Analysis, Product Development,
Test Marketing, and Commercialization—help organizations reduce uncertainty and improve the chances of
success. Although the process is time-consuming and costly, effective planning, customer involvement,
technological innovation, and continuous market analysis enable firms to launch products that create value
for customers and achieve sustainable competitive advantage.

How Environment Affects Marketing Decisions? What are the Elements of Marketing
Environment?

Marketing does not operate in isolation. Every business functions within an environment consisting of
internal and external forces that influence its ability to identify customer needs and achieve organizational
objectives. These environmental forces affect decisions related to product design, pricing, promotion,
distribution, customer relationships, and long-term business strategy. Therefore, marketers must
continuously monitor environmental changes to remain competitive and responsive to market opportunities
and challenges.

Definition of Marketing Environment

The marketing environment refers to all the internal and external factors, forces, institutions, and
conditions that influence an organization's marketing activities and its relationship with customers. These
factors may create opportunities for business growth or pose threats that require strategic responses.



According to Philip Kotler: "A company's marketing environment consists of the actors and forces outside
marketing that affect marketing management's ability to develop and maintain successful relationships
with target customers."

How Environment Affects Marketing Decisions

Marketing decisions are significantly influenced by changes in the business environment. Some of the major
effects are discussed below.

1. Product Decisions

Environmental factors influence product features, quality, packaging, branding, and innovation. Changing
customer preferences, technological developments, environmental regulations, and competitor innovations
require businesses to continuously improve their products.

Example:

The increasing demand for environmentally friendly products has encouraged companies to introduce
biodegradable packaging and electric vehicles.

2. Pricing Decisions

Economic conditions such as inflation, recession, taxation, exchange rates, and purchasing power directly
affect pricing strategies. During periods of inflation, companies may increase prices, while during economic
slowdowns they may offer discounts to maintain sales.

Example:

Airlines often use dynamic pricing, increasing ticket prices during holidays and reducing them during off-
season periods.

3. Promotion Decisions

Social, cultural, technological, and legal environments influence advertising messages, promotional media,
and communication strategies. Companies increasingly use digital platforms, influencer marketing, and social
media because consumer media habits have changed significantly.

Example:

Brands promote products through Instagram, YouTube, and Facebook instead of relying only on television
advertisements.

4. Distribution (Place) Decisions

Technological advancements, transportation facilities, government regulations, and infrastructure influence
how products are distributed. The growth of e-commerce has transformed traditional distribution channels.
Example:

Companies like Amazon and Flipkart use online platforms and fast logistics networks to deliver products
directly to consumers.

5. Market Segmentation and Targeting

Demographic changes such as age, income, education, lifestyle, and urbanization help marketers identify
target markets and develop customized products for different customer groups.

Example:

Financial institutions offer specialized banking services for students, senior citizens, and salaried
professionals.

6. Competitive Strategy

The actions of competitors influence product differentiation, pricing, innovation, promotional campaigns,
and customer service strategies.

Example:

When one smartphone company introduces Al-powered cameras, competing brands quickly launch similar
or improved features.

7. Legal and Ethical Decisions
Government laws regarding consumer protection, product safety, advertising standards, environmental
protection, and competition require marketers to comply with legal requirements.



Example:
Food manufacturers must display nutritional information and expiry dates as required by food safety
regulations.

8. Long-Term Strategic Planning

Businesses must monitor political, economic, technological, environmental, and social trends to develop
sustainable long-term marketing strategies.

Example:

Automobile manufacturers invest heavily in electric vehicles due to government policies promoting clean
energy.

Elements of Marketing Environment

The marketing environment is broadly classified into two major categories:
1. Micro Environment
2. Macro Environment

I. Micro Environment
The micro environment consists of forces that are close to the organization and directly affect its ability to
serve customers.

1. The Company

The company's management, finance, production, research and development, human resources, and
marketing departments work together to achieve marketing objectives.

Example:

The marketing department develops promotional campaigns, while production ensures that products are
available on time.

2. Suppliers

Suppliers provide raw materials, components, technology, and services needed for production. Reliable
suppliers ensure smooth operations, while supply disruptions increase costs and affect customer
satisfaction.

Example:

A shortage of semiconductor chips affected automobile production worldwide.

3. Marketing Intermediaries

Marketing intermediaries include wholesalers, retailers, distributors, logistics providers, and financial
institutions that help deliver products to customers efficiently.

Example:

Retail chains and e-commerce platforms act as intermediaries between manufacturers and consumers.

4. Customers
Customers are the most important element of the marketing environment. Their preferences, expectations,
purchasing power, and buying behavior determine product success.
Customer categories include:
e Consumer markets
e Business markets
e Government markets
e International markets
e Reseller markets
Example:
A toy company designs educational toys to meet parents' growing interest in child development.

5. Competitors
Competitors influence pricing, product quality, innovation, and promotional activities. Companies
continuously analyze competitors to maintain market leadership.



Example:

Coca-Cola and Pepsi continuously compete through pricing, advertising, sponsorships, and product
innovation.

6. Publics

Publics include media, financial institutions, local communities, government agencies, investors, employees,
and pressure groups that influence public opinion about a company.

Example:

Positive media coverage strengthens brand reputation, while negative publicity may reduce customer trust.

Il. Macro Environment
The macro environment includes broader societal forces that affect all businesses in an economy.

1. Demographic Environment

Demographic factors include population size, age distribution, education, family structure, gender,
occupation, migration, and urbanization.

Example:

India's large youth population creates strong demand for smartphones, online education, and digital
entertainment.

2. Economic Environment
Economic conditions determine consumers' purchasing power and spending patterns.
Major economic factors include:
e Inflation
e Interest rates
e Employment
e Income levels
e Economic growth
e Exchange rates
Example:
During economic recession, consumers prefer lower-priced products and postpone luxury purchases.

3. Natural Environment

Natural resources, climate change, environmental sustainability, pollution, and energy availability affect
business operations.

Example:

Companies increasingly use recyclable packaging to reduce environmental impact.

4. Technological Environment

Technological developments create opportunities for innovation, productivity, digital marketing,
automation, artificial intelligence, and e-commerce.

Example:

Al-powered chatbots provide instant customer support and improve customer experience.

5. Political and Legal Environment

Government policies, taxation, labor laws, trade regulations, consumer protection laws, intellectual property
rights, and environmental regulations influence marketing decisions.

Example:

GST implementation changed pricing and taxation strategies for businesses in India.

6. Socio-Cultural Environment

Social values, customs, beliefs, traditions, religion, education, lifestyle, language, and cultural norms
influence consumer behavior.

Example:

During festivals such as Diwali or Durga Puja, companies launch special promotional campaigns and festive
product offerings.
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Diagram of Marketing Environment
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Importance of Marketing Environment Analysis
e Helps identify market opportunities and threats.
e Supports effective strategic planning.
e Improves customer satisfaction.
e Facilitates better product development.
e Assists in pricing and promotional decisions.
e Enhances competitive advantage.
e Reduces business risks and uncertainty.
e Encourages innovation and adaptability.
e Supports sustainable business growth.

Critical Analysis

The marketing environment is highly dynamic and constantly changing due to globalization, digital
transformation, evolving consumer preferences, and regulatory developments. Organizations that regularly
scan and analyze environmental factors can adapt quickly and gain a competitive advantage. However,
environmental changes are often unpredictable and beyond the firm's control. Therefore, successful
marketers combine continuous environmental scanning, market research, innovation, and flexible strategies
to respond effectively to opportunities and challenges.

The marketing environment consists of all internal and external forces that influence marketing activities and
business performance. Its two major components—Micro Environment (company, suppliers, intermediaries,
customers, competitors, and publics) and Macro Environment (demographic, economic, natural,
technological, political-legal, and socio-cultural factors)—shape every marketing decision. Understanding
and analyzing these environmental elements enables organizations to make informed decisions, satisfy
customer needs, respond to market changes, and achieve sustainable competitive advantage.

Explain Product Life Cycle? Explain in detail.

Product Life Cycle (PLC): Definition, Stages, Features, Strategies, and Examples

Every product introduced into the market follows a pattern of growth and decline over time. Like a human
being, a product is born, grows, reaches maturity, and eventually declines. This journey is known as the
Product Life Cycle (PLC). Understanding the Product Life Cycle helps marketers develop appropriate
strategies for pricing, promotion, distribution, product improvement, and market expansion at different
stages of the product's life.

Definition of Product Life Cycle (PLC)

The Product Life Cycle (PLC) refers to the sequence of stages through which a product passes from its
introduction into the market until its eventual decline or withdrawal. It illustrates how sales and profits
change over time and helps marketers make effective strategic decisions throughout the product's market
life. According to Philip Kotler: "The Product Life Cycle is an attempt to recognize distinct stages in the
sales history of a product."



Objectives of Product Life Cycle
The Product Life Cycle helps organizations to:
e Understand changes in product demand over time.
e Develop suitable marketing strategies for each stage.
e Forecast sales and profits.
e Allocate marketing resources efficiently.
e Plan product improvements and innovations.
e Decide the right time to introduce new products or discontinue old ones.

Stages of Product Life Cycle
The Product Life Cycle consists of five stages:
1. Product Development

2. Introduction
3. Growth

4. Maturity

5. Decline

Stage 1: Product Development Stage
The Product Development stage occurs before the product is introduced into the market. During this stage,
companies generate ideas, conduct market research, design prototypes, perform product testing, and
prepare for commercialization. Since the product has not yet been launched, there are no sales, but
significant investments are made in research and development (R&D), product design, testing, and
marketing planning.
Characteristics:

¢ Nosales revenue.

e High research and development costs.

e Product design and testing.

e High financial risk.

e Focus on innovation and customer needs.
Example:
Before launching the iPhone, Apple spent years on product design, software development, and market
research.
Marketing Strategy:

e Conduct market research.

e Develop prototypes.

e Test product performance.

e Protect innovations through patents.

e Plan production and marketing activities.

Stage 2: Introduction Stage
The Introduction stage begins when the product is launched into the market. Consumer awareness is low,
sales grow slowly, and promotional expenses are high because the company must educate potential
customers about the product. Profits are usually low or negative due to heavy investments in advertising,
distribution, and promotional activities.
Characteristics:

e Low sales volume.
High promotional costs.
Limited competition.
Low customer awareness.

e Low or negative profits.
Example:
When electric vehicles were first introduced, companies invested heavily in advertising and customer
education to increase awareness.
Marketing Strategies:

e Create product awareness through advertising.

e Offer free samples and demonstrations.

e Build an efficient distribution network.



e Introduce attractive pricing strategies.
e Encourage early adopters.

Stage 3: Growth Stage
During the Growth stage, the product gains customer acceptance and demand increases rapidly. Sales and
profits grow significantly as more consumers adopt the product. Competitors begin entering the market,
encouraging companies to improve product quality, introduce new features, and strengthen promotional
efforts.
Characteristics:

e Rapidincrease in sales.
Increasing profits.
Growing customer acceptance.
Entry of competitors.

e Expansion of distribution channels.
Example:
Smartphones experienced rapid sales growth as internet usage and mobile applications became increasingly
popular.
Marketing Strategies:

e Improve product quality and features.

e Expand distribution coverage.

e Enter new market segments.

e Strengthen brand image.

e Maintain competitive pricing.

Stage 4: Maturity Stage
The Maturity stage is the longest and most profitable stage of the Product Life Cycle. Sales reach their
highest level but begin to stabilize because most potential customers have already purchased the product.
Competition becomes intense, leading companies to differentiate their products through innovation,
branding, customer service, and promotional campaigns.
Although sales remain high, profit margins begin to decline due to increased competition and promotional
expenditures.
Characteristics:

e Maximum sales.

e Intense competition.

e Stable market demand.

e Declining profit margins.

e Market saturation.
Example:
The bottled soft drink market has reached maturity in many countries, where companies compete through
branding, packaging, and promotional campaigns.
Marketing Strategies:

e Differentiate products.

e Improve packaging and design.

e Introduce product variations.

e Offer discounts and loyalty programs.

e Expand into new geographical markets.

Stage 5: Decline Stage
The Decline stage occurs when sales and profits begin to decrease due to technological advancements,
changing customer preferences, market saturation, or the introduction of superior products. Companies
must decide whether to improve the product, reduce production, target niche markets, or discontinue the
product altogether.
Characteristics:

e Declining sales.

e Falling profits.

e Reduced customer demand.

e Withdrawal of competitors.
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e Product discontinuation may occur.
Example:
DVD players experienced declining sales after online streaming services became popular.
Marketing Strategies:

e Reduce production costs.

e Focus on niche markets.

¢ Minimize promotional expenses.

e Modify the product if feasible.

e Withdraw the product when necessary.

Advantages of Product Life Cycle
e Helps forecast sales and profits.
e Assists in developing effective marketing strategies.
e Supports pricing and promotional decisions.
e Encourages continuous product innovation.
e Improves resource allocation.
e Helps identify the appropriate time for launching new products.
e Assists in product portfolio management.

Limitations of Product Life Cycle
e The duration of each stage varies across products and industries.
e Not all products follow the same life cycle pattern.
e External factors such as technology, competition, and government policies may alter the life cycle.
e Itis difficult to predict exactly when one stage ends and another begins.
e Some products may experience repeated growth due to repositioning or innovation.

Importance of Product Life Cycle
e Enables better strategic planning.
e Helps companies remain competitive.
e Improves customer satisfaction through product improvements.
e Supports long-term profitability.
e Guides product diversification decisions.
e Helps businesses manage product portfolios effectively.
e Encourages continuous innovation.

Critical Evaluation

The Product Life Cycle is a valuable strategic tool that enables businesses to understand changes in product
demand and adapt their marketing strategies accordingly. It supports forecasting, product planning, and
resource allocation while helping firms anticipate market challenges. However, the PLC should not be
treated as a rigid model because product performance is influenced by technology, consumer behavior,
competition, government regulations, and economic conditions. Modern firms often extend the maturity
stage through innovation, product modifications, rebranding, digital marketing, and market expansion.

The Product Life Cycle (PLC) describes the journey of a product from its development to its eventual decline.
The five stages—Product Development, Introduction, Growth, Maturity, and Decline—require different
marketing strategies to maximize customer satisfaction and profitability. By understanding the Product Life
Cycle, organizations can make informed decisions regarding product development, pricing, promotion,
distribution, and innovation, ensuring sustainable growth and long-term competitive advantage in dynamic
markets.

Explaining the Product Life Cycle (PLC) Using the Example of an Electric Car

The Product Life Cycle (PLC) describes the journey of a product from its creation to its withdrawal from the
market. It consists of five stages: Product Development, Introduction, Growth, Maturity, and Decline. Each
stage has different characteristics in terms of sales, profits, competition, and marketing strategies. The
example of an Electric Car (EV) clearly demonstrates how a product moves through these stages and how
businesses modify their marketing strategies accordingly.



Definition of Product Life Cycle (PLC)

The Product Life Cycle (PLC) is the sequence of stages through which a product passes from its development
to its eventual decline in the marketplace. It helps marketers understand changes in demand, competition,
customer behavior, and profitability over time.

Explaining PLC through the Example of an Electric Car

1. Product Development Stage

The Product Development stage begins long before an electric car reaches customers. Automobile
manufacturers such as Tesla, Tata Motors, BYD, Hyundai, and Mahindra invest heavily in research and
development (R&D), battery technology, vehicle design, safety testing, software development, and charging
infrastructure. During this stage, there are no sales because the product is still under development.
However, companies incur substantial costs on innovation, engineering, prototype testing, and obtaining
government approvals.

Example:
Before launching the Tata Nexon EV, Tata Motors invested years in battery research, vehicle testing, and
improving driving range and safety.
Marketing Strategy:
e Conduct market research.
e Develop prototypes.
e Test battery efficiency and vehicle performance.
e Secure patents and technological innovations.
e Plan production and launch strategies.

2. Introduction Stage
The Introduction stage begins when the electric car is launched into the market. Initially, consumer
awareness is limited because many customers are unfamiliar with electric vehicles or may have concerns
regarding battery life, charging stations, maintenance costs, and resale value. Sales are relatively low, while
promotional expenses are very high. Companies focus on educating consumers about environmental
benefits, fuel savings, and government incentives.
Example:
When electric cars were first introduced in India, many consumers hesitated due to the limited availability of
charging stations and concerns about driving range.
Marketing Strategy:

e Conduct awareness campaigns.

e Offer introductory prices and government subsidy information.

e Provide free test drives.

e Build charging infrastructure.

e Promote environmental benefits.

3. Growth Stage
As charging infrastructure expands, battery technology improves, and fuel prices increase, more consumers
begin purchasing electric vehicles. Sales rise rapidly, and companies start earning higher profits. New
competitors enter the market with different models and innovative features. Manufacturers expand their
product range and improve battery efficiency, driving range, charging speed, and digital features.
Example:
The growing popularity of electric vehicles in India has encouraged companies like Tata Motors, MG Motor,
Hyundai, Mahindra, BYD, and others to launch multiple EV models.
Marketing Strategy:

e Improve battery performance.

e Introduce additional vehicle models.

e Expand dealership and service networks.

e Increase production capacity.

e Strengthen digital marketing and customer engagement.



4. Maturity Stage
In the Maturity stage, electric vehicles become widely accepted by consumers. Sales continue at a high level
but begin to stabilize because most potential customers are already familiar with the technology.
Competition becomes intense as numerous automobile manufacturers offer similar products. Companies
compete through pricing, battery warranties, software updates, customer service, financing options, and
product differentiation.
Although total sales remain high, profit margins gradually decline due to increased competition and
promotional spending.
Example:
In the future, if electric vehicles become the standard choice for personal transportation worldwide,
manufacturers will compete mainly through advanced features, autonomous driving technology, customer
experience, and after-sales service rather than simply introducing electric models.
Marketing Strategy:

o Differentiate products through innovation.

e Improve customer service.

e Introduce upgraded battery technology.

e Offer exchange schemes and loyalty programmes.

e Expand into rural and international markets.

5. Decline Stage
The Decline stage occurs when electric cars are replaced by newer and superior technologies. This may
happen if future innovations such as hydrogen fuel-cell vehicles, solid-state battery vehicles, autonomous
mobility systems, or other advanced transportation technologies become more attractive than current
electric vehicles. Sales and profits gradually decrease, and companies either redesign the product or
discontinue older models.
Example:
Older first-generation electric vehicles with limited battery range may be discontinued as advanced next-
generation vehicles dominate the market.
Marketing Strategy:

e Reduce production of outdated models.

e Offer discounts to clear inventory.

e Focus on niche markets.

e Introduce upgraded models.

e Discontinue obsolete products when necessary.

Reasoned Explanation

The example of an electric car effectively explains the Product Life Cycle because it demonstrates how
technological products evolve over time. Initially, manufacturers invest heavily in research without
generating revenue. During the introduction stage, consumers require education and confidence-building
measures before adopting the technology. As environmental awareness, government incentives, and
charging infrastructure improve, demand increases rapidly, leading to the growth stage. Eventually, the
market becomes saturated, competition intensifies, and firms focus on product differentiation during the
maturity stage. Finally, continuous technological advancements may replace existing electric vehicle
technology, resulting in the decline stage.

This example illustrates that the Product Life Cycle is not only influenced by consumer demand but also by
technological innovation, government policies, environmental concerns, infrastructure development, and
competitive strategies.

Critical Analysis

The electric car industry demonstrates that the Product Life Cycle is dynamic rather than fixed. In many
countries, electric vehicles are currently in the Growth Stage, driven by increasing environmental awareness,
government subsidies, improvements in battery technology, and expanding charging networks. However,
different EV models may be at different stages simultaneously. Older models may be in maturity or decline,
while newly introduced models remain in the introduction stage. Companies can also extend the maturity
stage by introducing improved batteries, software updates, enhanced safety features, and better customer
service.



The Electric Car is an excellent example for understanding the Product Life Cycle because it clearly illustrates
all five stages—Product Development, Introduction, Growth, Maturity, and Decline. Each stage requires
different marketing strategies to maximize sales, profitability, and customer satisfaction. The example also
highlights that successful products must continuously adapt to technological changes, customer preferences,
environmental regulations, and competitive pressures. Therefore, understanding the Product Life Cycle
enables organizations to make informed marketing decisions and sustain long-term business success.

CASE STUDY

Coca-Cola vs Pepsi: Brand Positioning and Competitive Strategy

Coca-Cola and Pepsi are the two largest soft drink companies in the world and have been competing for
more than a century. Their rivalry, popularly known as the "Cola Wars," is one of the best examples of brand
positioning and competitive strategy in marketing. Both companies manufacture similar products, yet they
have created distinct brand identities and marketing approaches that attract different groups of customers.

Coca-Cola's Brand Positioning

Coca-Cola positions itself as a brand that represents happiness, togetherness, tradition, and emotional
connection. Its marketing campaigns often focus on family values, friendship, celebrations, and memorable
moments. The famous slogan "Open Happiness" and the personalized "Share a Coke" campaign
strengthened the emotional bond between the brand and consumers. Coca-Cola emphasizes timelessness
and consistency, making it a trusted beverage across generations.

Pepsi's Brand Positioning
Pepsi positions itself as a young, energetic, and modern brand. It targets teenagers, young adults, and
trend-conscious consumers by associating itself with music, sports, fashion, and entertainment. Pepsi
frequently collaborates with popular celebrities such as singers, actors, and athletes to build excitement
among younger audiences. Its campaigns emphasize fun, innovation, and youthful lifestyle, making Pepsi
appear fresh and dynamic.

Target Market Comparison

Although both brands serve consumers of all ages, their primary target markets differ. Coca-Cola appeals to
a broad audience by focusing on universal emotions and family-oriented values. Pepsi mainly targets
younger consumers who enjoy modern trends, social media, and entertainment. This difference in target
market helps both brands maintain their unique identities despite offering similar products.

Product Strategy

Both Coca-Cola and Pepsi follow a diversified product strategy by offering a wide range of beverages,
including regular cola, diet drinks, zero-sugar variants, fruit juices, bottled water, energy drinks, sports
drinks, and ready-to-drink coffee. Coca-Cola owns brands such as Sprite, Fanta, Minute Maid, and Dasani,
while Pepsi owns Mountain Dew, 7UP (in some markets), Gatorade, Tropicana, and Aquafina. Diversification
allows both companies to meet changing consumer preferences and reduce dependence on carbonated soft
drinks.

Pricing Strategy

Coca-Cola and Pepsi generally follow competitive pricing to maintain market share. Since both companies
operate in similar markets, they closely monitor each other's pricing decisions. They frequently use
promotional pricing, discounts, combo offers, and seasonal campaigns to attract consumers without
significantly reducing brand value.

Distribution Strategy

One of the greatest strengths of both companies is their extensive distribution network. Their products are
available in supermarkets, convenience stores, restaurants, hotels, schools, airports, vending machines, and
online platforms across the world. Coca-Cola is often recognized for its exceptionally strong global
distribution system, while Pepsi has a significant presence through partnerships with fast-food chains and
retail outlets.



Promotion Strategy

Promotion is one of the most important competitive weapons used by both companies. Coca-Cola relies
heavily on emotional storytelling, festive advertisements, sponsorships, and global campaigns such as the
FIFA World Cup and Olympic Games. Pepsi emphasizes celebrity endorsements, music concerts, digital
marketing, and sports sponsorships such as cricket and football events. Both companies invest billions of
dollars annually in advertising to maintain strong brand awareness.

Competitive Strategies

The competition between Coca-Cola and Pepsi extends beyond advertising. Both companies continuously
introduce new products, improve packaging, expand into healthier beverage categories, invest in
sustainability initiatives, and strengthen digital marketing. They closely monitor consumer preferences and
quickly respond to market trends. Innovation, customer engagement, and global expansion remain key
competitive strategies for both firms.

SWOT Comparison
Aspect Coca-Cola Pepsi
Strong global brand, emotional appeal, | Youthful image, diversified product portfolio,
Strengths . e .
extensive distribution strong snack business
Weaknesses High dependence on beverage sales Brand identity less consistent across markets
- Healthier beverages, sustainable | Expansion in health drinks, digital marketing,
Opportunities . .
packaging, emerging markets global growth
Threats Health concerns, government | Similar health concerns, changing consumer
regulations, intense competition preferences, strong competition
Key Differences
Basis Coca-Cola Pepsi
Brand Image Traditional, emotional, timeless Young, energetic, modern
Target Audience Families and all age groups Youth and young adults
Marketing Style Emotional storytelling Celebrity endorsements and entertainment
Brand Personality Happiness and togetherness Excitement and youthfulness
Competitive Focus Brand loyalty and emotional connection Innovation and youth engagement

The rivalry between Coca-Cola and Pepsi demonstrates how effective brand positioning and competitive
strategy can create long-term market leadership. While Coca-Cola builds its success through emotional
branding, heritage, and universal appeal, Pepsi differentiates itself through youth-oriented marketing,
celebrity partnerships, and innovation. Both companies continue to evolve by introducing healthier
products, embracing sustainability, and adopting digital marketing strategies. Their competition remains a
classic example of successful branding and strategic marketing, making it an important case study for
students of marketing management.
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