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.1  Marketing Management

Chapter Includes :

INTRODUCTION
CONCEPT OF MARKET
TYPES OF MARKETS
CONCEPT OF MARKETING
CORPORATE ORIENTATION TOWARDS THE MARKETPLACE:
DIFFERENCE BETWEEN MARKETING AND SELLING:
THE PROCESS OF MARKETING
“ MARKETING FUNCTIONS
MARKETING MANAGEMENT
THE MARKETING ENVIRONMENT
PLANNING
MEANING AND DEFINITION OF PLANNING
NATURE / FEATURES OF PLANNING
OBJECTIVE OF PLANNING
IMPORTANCE OF PLANNING
LEVELS OF PLANNING
PLANNING PROCESS
SIX P'S OF PLANNING
TYPES OF PLANS
TYPES OF PLANNING
ADVANTAGES OF PLANNING
LIMITATIONS OF PLANNING
ENVIRONMENTAL SCANNING
ROLE OF ENVIRONMENT SCANNING IN ORGANIZATIONS
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Laarning Objocsive :

After going through this chaptet, you should be able ro:

B Discuss the concept of Marketing.

List different Marketing Functions.

‘Understand Marketing Environment.

Explain Marketing Information System and Marketing Research.
Define Environmental Scanning.
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INTRODUCTION

Marketing may be termed as tying of the market with the product or service or
offer. Market is a happening place and managing the market in relation to the
products or services bemg offered to obtain a reasonable overwhelming share of the
market is marketing management.

Marketing coordinates production, price and availability of products or services at
points wherever the consumer, customer or user is willing to pay for it.
Marketing is an economic activity, which involves location of products or services
for satisfaction of wants at reasonable cost. Marketing involves design of products
or service of their production or establishment, its visibility, availability, easy access
and perceived fair price. '
Marketing induces sales, distribution, warehousing, and merchandising. Marketing
uses commumications and advertising to achieve its economic objectives. Marketing
the ingredients of marketing is supposed to be marketing management.

Marketing Management is one of the key areas of management. The marketing
philosophy of business assumes that an organization can best service, prosper and
profit by identifying and satisfying the needs of its customers. Organisations today
strongly believe that profit goals will be reached through satisfied customers. The
twenty-first-century marketing professional will need to have the analytical capacity
to handle increasing amounts of data, possess creative talents to define products and
develop strategies to compete in global markets. .

CONCEPT OF MARKET

The term “market’ is derived from the Latin word ‘mercatus’, which mean ‘to trade’
(Le. to purchase and sell goods). The term ‘market’ refers to the place where goods
are bought and sold against the price consideration between the buyers and sellers.
A market consists of all the potential customers sharing a particular need or want
who might be willing and able to engage in exchange to satisfy that need or want.

According to Philip Kotler, “A market consists of all potential customers sharing
a particular need or wants that might be willing able to engage in exchange to satisfy
that need or want”.

Characteristics of a Good Market:
L A Good Market should be wide enough so that large mumber of buyers and

1 sellers can enter into the market.

II. There should be facilities for movement of the goods so that the supply of
a commodity may reach the market easily, timely and regularly.

IIL The title or ownership of goods must pass easily from the seller to the buyer
with mits formalifies.

IV. There should be freedom of entering into contracts by the buyers and sellers
among themselves for executing transactions of sale.



Types of Markets
There are many bases of classification of markets. They are:

(a) Classification on the bases of geographical area; On the basis of the
geographical area, markets can be classified into four types. They are:

1. Local Market: When the purchase and sale of goods involve buyers and
sellers of a small local area, say, a village or a town, there is said to be a
local market. Local market is common in the case of perighable commodi-
ties like vegetables, fruits, milk, fish etc., and in the case of bulky and cheap
articles, such as stones, sand, bricks, etc.

2. Regional Market: When the purchase and sale of goods involve buyers
and sellers of a region, say, a few villagers or a few towns, there is said to
be a regional market. Such a market is common in foe case of food grains
such as rice, wheat, etc.

3. National Market: When the purchase and sale of goods involve buyers
and sellers of the entire nation, there is said to be a national market. This
type of market is common in the case of commodities such as cotton, jute,
tea, textiles, paper, cement, iron and steel goods, etc.

"4. International or World Market: When the purchase and sale of goods
mvolve buyers and sellers of many nations, there is said to be an interna-
tional or world market. World market is common in the case of commodi-
ties such as gold, silver, precious stones, tea, spices, etc.

(b) Classification on the basis of the position of sellers in the market:

On the basis of the position of seller in the markets, the following classification
is made:

1. Primary Market: Primary market is the market where the primary pro-
ducers of farm products sell their products to the wholesalers or their agents.

2. Secondary Market: Secondary market is the market where the wholesal-
ers sell their products to the retails for sale to the consumers.

3. Terminal Market: Terminal market is the market where the retailers sell
the goods to the final consumers.

(¢) Classification of Markets on Time basis
On the basis of time, markets may be classified into three types. They are:

1. Very short period Market: A very short period market is a market where
no attention is paid to the adjustment of the supply of the product according
to the demand. This type of market exists for a very short period, say, a
day, and at a particular place. It is generally concerned with perishable
goods like fruits, vegetables, milk, etc.

2. Short period Market: Where some consideration is paid for the supply to
meet the demand, but sufficient time is not available for the adjustment of
the supply of goods to the demand for it, there is said to be a short period
market. This type of market exists for a short period, say, a week.
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3. Long period Market: When sufficient time is available for the adjustment
of the supply of goods in accordance with the demand for the same, there
is said to be a long period market. Such a market is concerned with durable
goods, and so, the sellers hold the goods for long period.

(d) Classification on the basis of the volume of business transacted:

On the basis of the volume of business transacted markets may be classified into
two types. They are:
1. Wholesale Market: Wholesale market is the market where goods are

sold in bulk to dealers for resale. In this market, generally, wholesalers sell
goods to retailers. '

2. Retails Markets: Retail market is the market where goods are sold in
small quantities to the ultimate consumers. In this market, generally retailers
sell goods directly to the final consumers.

Markets on the basis of goods offered

(a) Consumer Goods Market: Consumer goods market is the market for
consumer goods (i.e. goods needed for use or consumption by final con-
Sumers).

(b) Industrial Goods Market: Industrial goods market is the market for in-
dustrial goods (i.e. goods meant for use by producers in the process of
production).

(¢) Commodities Market: Commodities market is the market where different
types of commodities. Such as raw material, semi- finished goods, capital
goods and consumer goods are bought and sold.

(d) Capital Market: Capital market is the market where capital is bought and

. sold. This includes:
o Capital market proper - where banks and other financial agencies
provide long-term capital or finance to the needy borrowers.
¢ . Money market - where banks and other financial agencies provide
short-term capital or finance to the needy,

(e) Stock market - where stocks, shares, bonds debentures and other secu-
rities are bought and sold. Foreign exchange market is the market where
foreign exchanges, ie. Currencies of different countries are bought and sold.

(f) Service Market: Service market is the market where services such as
transport and commumication, insurance etc., are marketed or provided.

(2) Labour Market: Labour market is the market where labour is marketed.

Markets on Nature and Mode of Business

On the basis of the nature and mode of business transactions, markets may be
classified into two categories. They are:

1. Spot Market or Cash Market: Spot market is the market where goods
are physically transferred from the sellers to the buyers and the buyers make
payments to the selleis immediately after the sales are affected.



2. Futures Market or Forward Market: Futures market is the market where Springing Msogpiion
no physical delivery of goods and payment ﬁ)rthepmdmsmtakeplace, but
only future contracts are entered mto.
Markets on the basis of regulation NOTES

On the basis of regulation of the market, markets may be classified into two .
types. They are:

1. Regulated Markets: Regulated markets are markets that are regulated by
statutory measures. Regulated markets for agricultural goods, produce ex-
changes, stock exchanges etc. are the examples of regulated markets.

2. Unregulated or Free Markets: Unregulated markets are markets which

are unregulated or not controlled by the statutory measures. They mostly
" operate freely on the basis of market forces, viz., demand and supply.

Markets on Economic-basis: On economic basis, market may be classified into
three types, they are: '

1. Perfect Market: It refers to a market or market sitnation where there is
perfect competition. Competition is said to be perfect when the sellers and
buyers of a particular commodity are so numerous that none of the sellers
or buyers have to sell or buy at-a-single uniform price. Price is determined
by the market forces of supply and demand.

2. Imperfect Market: Imperfect market refers to a market or market situ-
ation where there is imperfect competition. Competition is said to be imper-
fect when any of the essentials of perfect competition is absent. In other
words, competition is said to be imperfect when it has the features of both
competition and monopoly.

3. Monopoly Market: Monopoly market refers to a market or a market
situation where a single seller controls the entire supply of a commodity
which has no close substitutes.

CONCEPT OF MARKETING

Marketing is the management function. It organises and direct all those activities
mvolved in assessing and converting customer purchasing power into effective de-
mand for a specific product or service and in movimng the product or service to the
final consumer or user so as to achieve the profit target or other objectives set by
a company.

Paul Mazur “Marketing is the delivery of standard of living”

Malcolm MacNair “Marketing is the creation and delivery of a standard of living™

William J Starton “Marketing is total system of interactive of business activities

designed to plan, price, promote and distribute want satisfying products and ser- Check Your Progress
vices to present it to any potential customers” 1. Define Market.
Philip Kotler ‘Marketing intender human action that directs satisfaction of necessity 2. What is Marketing
and demand through the exchange processes.” Management?
Arnold K. Weinstein “Marketing an organised system of behaviour that functions Self-Instructional Material
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Edward W. Candiff, Still and Govoni “Marketing is the managerial process by
which products are marched with markets and through which transfer of ownership
are offered”

Marketing is a pervasive phenomenon in this present day world. Every day we are
exposed to marketing of goods, services, and ideas. Marketing may be defined as
a process by which goods and services are exchanged and the values determined
in terms of money prices. The American Marketing Association has defined market-
ing as” The performance of business activitics that direct the flow of goods and
services through producers to consumers or users”.

According to Philip Kotler, “Marketing is a social and managerial process by
which individuals and groups obtain what they need and want through creatmg
offering and exchanging products of valnes with others.”

The term marketing refers to the entire process of satisfying the needs of the
consumer. It starts with the discovery-of needs and wants of the consumer and it
continues, till these needs and wants are satisfied. Marketing is the process of
matching the resources of business with identified customer needs. The main objective
of all business enterprise is to satisfy the needs and wants of the society. Marketing
is a basic function of all business organization. Traditionally, small firm owners did
not give as much importance to marketing as to other fimctions such as accountancy,
production and selling. But there has been a change in the thinking of businessman
from product orientation to customer orientation. Modern business organization lays
emphasis on ‘selling satisfaction’ and not merely on selling products.

Corporate [\Muca
Offer

Customer Needs and Wants z Corporate Goals and
l e ou»rm
Customer ;
i s =
Matching Process

The Concept of Marketing may be divided into two parts:
1). Old Concept of marketing or product — oriented concept, and
2). New Concept of marketing or consumer — oriented concept.

Old Concept or Product — Oriented Concept of Marketing
Meaning and Definition of Marketing:
This is the old concept of marketing. According to this concept, marketing is a part
of production process. This concept is based on the assumption that the manufac-

turer must produce the goods and distribute these goods to the consumer. In ancient
time, marketing includes three elements:



1
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According to American Marketing Assoclation, “Marketing is the performance
of business activities that direct the flow of goods and services from the producer
to consumer or user’’.

Characteristics of the Product —~ Oriented Concept of Marketing:
The main characteristics of this concept of marketing are as follows: ‘
1) This concept stresses upon production.
2) This concept assumes that marketing is only the physical distribution of
goods and services from producer to consumer.
3) This concept assumes that marketing starts with the production of goods
and ends after the goods have been sold.
4) According to this concept, the ultimate objective of marketing is to maximise
the profits of the concern by maximising the sales.
New/Modern Concept or Consumer Oriented Concept of
Marketing
Meaning and Definition of Marketing:
This concept is based on the assumption that a business enterprise can achieve its
objective of maximising the profits only when it considers the needs and wants of
its consumers and try to satisfy these needs and wants. Therefore, according to this
concept, marketing starts with the discovery of needs and wants of consumer and
ends with the satisfaction of these needs and wants. Today, marketing is filly consumer

oriented:
—’{ Salesmen -
- Production Consumers

sty L o g e L

According to William J. Stanton, “Marketing is the total system of interacting
business activities designed to plan, price, promote, and distribute want-satisfying
products and services to the present and potential customers.”

According to Prof. Paul Mazur, “Marketing is the delivery of standard of living
to the society.” .
According to American Marketing Assoclation, “Marketing is the process of
planning and executing the conception, pricing, promotion, and distribution of ideas,
goods and services to create exchanges that satisfy the individual and organizational
goals.”

Marketing Management
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Characteristics of New or Modern or Consumer - Oriented Concept of
Marketing:

Following are the main characteristics of the new concept of marketing:

1. According to this concept, consumer is the key of the market and his needs
and wants are the main objective of the business concern.

2. This concept assumes that the object of earning the profit can be achieved
only when the needs of the society are satisfied.

3. According to this concept, marketing is the entire process of understanding
and satisfying the needs and wants of consumers.
4. According to this concept, marketing is the creation and delivery of standard
of living to the society.
Corporate orientation towards the marketplace:
There are five competing concepts of marketing activities:
1) The Production Concept
2) The Product Concept
3) The selling Concept
4) The Marketing Concept
5) The Societal Concept
1. THE PRODUCTION CONCEPT

This approach explains that consumers will prefer products that are widely available
and are inexpensive. Managers of this concept concentrate on achieving high pro-
duction efficiency, lower costs and mass distribution. They assume that consumers

are only interested in product availability and low prices. Production concept does
work for some products, but not for all kinds of products.

This philosophy holds that customers favour those products with low offer price and
easy availability. Thus this concept holds that high production efficiency and wide
distribution coverage would sell the product offered to the market.

Organisations voting for this concept are impelled by a drive to produce all that they
can. Naturally, they get focussed on production and put all their efforts toward that
aspect of the organisation. They do achieve efficiency in production. But their
thinking is guided by the assumption that the steep decline in unit costs arising from
the maximisation of output would automatically bring them all the customers and all
the profits that they need. But, they do not get the best of customer patronage.
Customers, after all, are motivated by a variety of considerations in their purchases.
As a result, the production concept fails to serve as the right marketing philosophy
for the enterprise.

Production concept is applicable in situations where demand exceeds supply.



- 2. THE PRODUCT CONCEPT

This concept is that consumers will favor that product, which offers most quality
performance and innovative features. The managers of this concept focus their
attention towards making products more superior and keep improving it. They
assume that consumers admire and prefer well-made products and appraise quality
and performance. Automobile industry is one good example. There is always, how-
ever, a chance that managers get caught in their own outlook and ignore what
customers need. Sometimes, they push certain features too far and overlook the
customers’ real needs. The firms following this philosophy believe that by making
superior products and improving their quality overtime, they will be able to attract
customers.

The product concept is somewhat different from the production concept. Whereas
the production concept secks to win markets and profits via high volume of pro-
duction and low unit costs, the product concept seeks to achieve the same result
via product excellence - improved products, new products and ideally designed and
engineered products. It also places the emphasis on quality assurance. They spend
considerable energy, time and money on research and development and brmg ina
variety of new products.

Organisations which follow this concept concentrate on achieving product excel-
lence. They do not bother to study the market and the consumer in depth. They get
totally engrossed with the product and almost forget the consumer for whom the
product is actually made, they fail to find out what the consurners actually need and
what they would gladly accept. When organisations fall in love with the product, it
leads to marketing Myopia because the focus is on the product rather than on the
customer needs.

3. THE SELLING CONCEPT

This philosophy holds that customer, if left alone, would not buy enough of the
company’s products. The organisation must, therefore undertake an aggressive selling
and promotion effort.

As more and more markets became buyers markets and the entrepreneurial prob-
lem became one of solving the shortage of customers rather than that of goods, the
sales concept became the dominant idea guiding marketing. Most firms practice this
concept when they have overcapacity. This concept maintains that a company dn-
not expect its product to get picked up automatically by the customers. The com-
pany has to consciously push its products. Aggressive advertising, high-power per-
sonal selling, large scale sales promotion, heavy price discounts and strong publicity
and public relations are the tools used by organizations that rely on this concept. As
a result, the public often identifies marketing with hard selling and advertising.
But marketing based on hard selling carries high risks. It assumes that customers
who are coaxed into buying a product will like it and if they don’t, they won’t
badmouth about it or complain to consumer organizations, and will forget their
disappointment soon and buy it again. These assumptions do not have base. One
study showed that dissatisfied customers may badmouth the product to 10 or more
acquaintances and bad news travels fast.

Marketing Management
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Selling concept is practiced more aggressively with unsought goods, goods that
buyers normally do not think of buying such as insurance, encyclopaedias etc. These
industries have perfected various sales techniques to locate prospects and hard sell
them on their product’s benefits. It is also practiced in the non-profit area by fund
raisers and political parties. At most times, the selling concept is practical by man-
agers having uniqueness and overcapacity. Their aim is to sell what they can make
rather that what the market needs. The customer still may not fiilly like the product
and have what we calls ‘bad-mouth’. Bad mouth is when a customer talks not in
favors of the product. Bad mouth travels fast.

4. THE MARKETING CONCEPT

The marketing concept holds that the key to achieving its organisational goals con-
sists of the company being more effective than competitors in creating, delivering
and communicating customer value to its chosen target markets, -

This concept was bom out of the awareness that marketing starts with the deter-
mination of consumer wants and ends with the satisfaction of those wants. The
concept puts the customer both at the beginning and at the end. It says that any
business should be organised around the marketing finction, anticipating, stinmlating
and meeting customer’s requirements. The customer has to be the centre of the
business universe and not the organisation. A business cannot succeed by supplying
products and services that are not properly designed to serve the needs of custom-
ers.

The marketing concept rests on four pillars. The starting point is the target customer;
the focus is customer needs, the means being integrated marketing and the ends
being profits through customer satisfaction.

The concepts rest on four (4) pillars:

o Target market
e Customer needs

o Integrated marketing
o Profitability through customer satisfaction

a) Target market: A marketer has to define the market to which it will direct its
efforts. The specification and identification of market would enable the marketer
to design specific marketing strategies. A target market is defined as a set of
actual and potential buyers of a product, service or idea. A buyer, who has
interest in the product, income and willingness to buy can broadly be called as
potential buyer. However, it might not be possible for the marketer to target all
of them. There might be geographical barriers, unsuitability of product to certain
climatic conditions or mability of the marketer to reach certain hilly or remote
areas. Thus, a small portion of potential market might become part of the target
market. Companies do their best in choosing their target markets and then tailor
their marketing programme. For Example for woolen clothes, select the colder
areas.

b) Customer needs: A company can define its target market but fail to correctly
understand the customers’ needs. Understanding customer needs and wants is



not always simple. Some customers have needs of which they are not fully
conscious or they cannot articulate their needs or they use words that require
some interpretation.

There are five types of needs. They are stated needs, real needs, unstated
needs. delight needs and secret needs. Responding only to the stated need
may”hortchange the customer.

A responsive marketer finds a stated need and fills it. He is going to lose the
customer in the near future. An anticipative marketer looks ahead into what
needs customers may have in the near fisture. A creative marketer discovers and
produces sohitions customers did not ask for but to which they enthusiastically
respond. Therefore companies must go beyond just asking consumers what they
want. This is necessary because a company’s sales come from two groups, new
customers and repeat customers. One estimate shows that attracting a new
customer can cost five times as much as pleasing an existing one and it might
cost sixteen times as much to bring the new customer to the same level of
profitability as the lost customer. Customer retention is thus more important than
customer attraction.

¢) Integrated marketing: When all the company’s department’s work together
for serving the customers, the result is integrated marketing,
Integrated marketing takes place on two levels; first, the various marketing
functions - sales force, advertising, customer service, product management,
Marketing Research must work together. Second marketing must be embraced
by the other departments, they must also think on the customer. According to
David Packard of Hewlet-Packard, “Marketing is far too important to be left
only to the marketing department.”
~ To foster team-work among all departments, the company carries out nternal
marketing as well as external marketing. Internal marketing is the task of hiring,
training and motivating able employees who want to serve customers well.
External marketing is marketing directed at people outside of the company.

d) Profitability through customer satisfaction: The ultimate purpose of the
marketing concept is to help organizations in achieving their objectives. In the
case of private firms, the major objective is profit in the case of non-profit and
public organizations. It is surviving and attracting enough funds to perform usefil
work. Private firms should not aim for profits as such but to achieve profits as
a consequence of creating superior consumer vahie. A company makes money
by satisfying customer needs better than its competitors.

5. THE SOCIETAL MARKETING CONCEPT:

This concept holds that the organigation’s task is to determine the needs, wants and

interests of target markets and do deliver the desired satisfactions, more effectively

and efficiently than competitors in a way that preserves or enhances the consumer’s

and the society well-being.

The societal marketing concept calls upon marketers to build social and ethical

considerations into their marketing practices. They must balance the often conflicting

ctiteria of company profits, consumer want, satisfaction and public interest.

Marketing Management
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This concept holds that the key to organizational goals consists of company being
more effective than competitors in creating, delivering and communicating consumer
value to the chosen target.

Marketing concept becomes clear in the following statements:

o Find wants and fill them.
e You are the boss (Customer).
e Have it in your way.

Whereas selling concept focuses on the needs of the sellers; marketing on the needs
of the buyers. '

Difference between Need and Want

A need is a basic requirement that an individual wishes to satisfy. People have basic
needs for food, shelter, affection, esteem and self-development. Many of these
needs are created from human biology and the nature of social relationships. On the
other hand, a want is a desire for a specific product or service to satisfy the
underlying need. Consumer wants are shaped by social and cultural forces, the
media and marketing activities of businesses. Consumer demand is a want for a

specific product supported by an ability and willingness to pay for it.
Consider this example: ’

Consumers need to eat when they are hungry. What they want to eat and in what
kind of environment they want to eat. Some people want to eat in McDonalds to
satisfy the need of mmger. It is not McDonalds that make pepple hungry. Therefore,
businesses do try to influence demand by designing products and services that are

e Attractive

* Work well

* Are affordable
« Are available

Selling:
The term selling refers to the transfer of the title of the goods and services from the

seller to the buyer against money consideration. The primary objective of any busi-
ness organisation is to maximise the profit and this objective is attained through the

activity of selling.
DIFFERENCE BETWEEN MARKETING AND SELLING:

Basis of Marketing Selling

Differance .

1. Activities Marketing includes the entire Selling includes only the
process physical distribution of discovering and satisfying
goods and services. the needs of the consumer.

2. Orientation | Markeling is customer - Selling is product-.
orientad. oriented




3. Target The main aim of marketing is | The main aim of selling
to satisfy toeam maximum profit. | is the consumer needs.
4. Cost Customer determines price and | Cost determines price.
determination | price determines costs.
5. Relation with | Marketing views the customer Selling views the
as a king customer customer as a last link
in the business.
6. Emphasis It emphasis on the satisfaction | It emphasis only on exchange
Customer needs. not on satisfying the needs of
the customers.

Factory——>Product—-=aSdling and Promoting ————» Profits thirongh mies volume

Selling Concept

Target Market— Cuztemer Needs— Integrated Marksting——> Profits throngh
Customer Satisfaction

Marketing Concept

Objectives of Marketing:
The various objectives of marketing include the following;

L To create new customers.

II. To raise the standard of living of the people.

II. To satisfy the needs and wants of consumer.

IV. To determine the marketing-mix.

V. To enhance the profitability of the business.

Importance of Marketing

For the sale of convenient study, the significance of marketing can be discussed
under the following heads:-

1. Importance of Marketing to the Firm: The business itself has become on
organisation of marketing. According to Peter Drucker - “Marketing is a
particular and excellent function of the business. The dividing line of business
from other human organisations is that business does the marketing of the products
and services. Other organisations like Church, army, school and state cannot do
this function at all. Business only is an organisation that makes itself perfect
through marketing of the commodities and services. If marketing is absent in any
business or it is incidental, it will not be considered as business and nor it should
be conducted as business. Marketing has the following importance in a firm:
L It assists the planning and decision of business.

i It establishes balance in the demand and supply thereby renders profits to
the firm and maximum satisfaction to the consumers.

iii. Marketing builds the consumers and stands as a base for increase in demand.

Marketing Management
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iv. It functions as commmunication system between the firm and the customer
thereby reduces the distance between the producer and the consumer.

v. It empowers the economy to cope with the recession by ensuring maxinmm
production on minimum cost.

2. Importance of Marketing to Society: Marketing is advantageous to society
on the J following angles:-

a) To Provide Employment: It has assisted in increasing the opportunities of
employment by doing the unemployment away with society. It is notabie that
one third of total employed people are absorbed in marketing activities.

b) Reduction in Distribution Cost: An efficient marketing reduces the cost
on distribution to a minimal thereby, goods available to consumers at the
competitive prices.

¢) Increase in Standard of Living: The marketing ensures production
proportionate to the demand of society and thus, raises up the standard of
living thereby, uplifiment of social values.

d) Increase in Purchasing Parity: It increases the purchasing parity of
customers by providing them with the products on minimum price.

e) Safeguards Recession: It explores new markets so as to put a check on
recession in the econonyy. It implements devices for efficient supply of goods
from producer to the consumers and thus, fear of recession is ward-off.

3. Importance of Marketing in the Economic Development: Marketing has
an important portfolio in the development of the country. It is participating
efficiently to the development of the economies in under developed countries.
The responsibility of marketing is growing day to day keeping pace with the
increase in industriatization. As the population of India has already crossed the
billion, marketing is assisting increasingly to cater the demand of so vast popu-
lation by ensuring larpe scale production of the products. Development of marketing
is directly annexed with the development of civilization. It is marketing which
alone can render expertise in financial institutions, government undertakings and
government offices too.

THE PROCESS OF MARKETING:

The term marketing concept implies that achieving the organizational goals, know-
ing the needs and wants of target market and delivering them desired satisfaction.
It proposes that in order to satisfy its organizational objectives, an organization
should anticipate the needs and wants of consumers and satisfy these more effec-
tively than competitors. Marketing is the process by which companics create
customer’s interest in goods or services. It generates the strategy that underlies sales
techniques, business communication, and business developments. It is an integrated
process through which companies build strong customer relationship and creates
value for their customers and for themselves.

The process of marketing has four basic elements which can be shown as under:



Four basic element Customer Satisfaction End Result

Presence of \ Profit

Sales to Customers
(Products and Services)

Nature of Marketing:

Marketing is the management process responsible for identifying, anticipating and
satisfying consumer requirements profitably. The nature of marketing management
may be stated as under:

1.

3.

Marketing is a specialized business function: In carly days, the selling
function did not require any specialized skills, but in modem days the business
environment has undergone drastic changes in social, economic, political and
cultural agpects. The management of a firm therefore has to develop a particular
organization by absorbing new ideas, new approaches and new market de-
mands.

Marketing is a social function: Marketing requires constant interactions with
the various level of society. It helps to manipulate the factors of production,

distribution, promotion and price and also influence the patterns of consumption
and attitude of a consumer.

Marketing is an integrative function: Marketing integrates the other finction
of a business like, production, finance, personnel, research and development etc
in order to accomptish the objective of a business.

Marketing is a universal function: Marketing is adopted by both profit-
motive and non-profit motive organizations. A profit-seeking organization is
dependent upon the marketing. The institutions like, hospitals, schools etc also
require marketing for popularizing the services offered by them.

Marketing is a management function: Like the other functions of manage-
ment marketing is also one of the main functions of management. The business
policies, strategies, and programs concerned with marketing are mostly related
to the functions of management. These are nceded to be planned, organized,

directed, coordinated and controlled in order to achieve the objectives of |-

marketing.

Marketing as a Discipline: The subject of marketing has emerged out of
business which has derived its existence from economics. After emerging from
business,\marketing has got its strength from related areas law, psychology,
anthropology, sociology, statistics, mathematics because the related problems’
impinge heavily on consumer behaviour, legal aspects of marketing, research or/
consumer needs, advertising media, pricmg, promotion methods etc.
Marketing creates mutually beneficial relationship: The customer is the
focus of all marketing activities. But during the last decade, the focus has shifted

Marketing Management

NOTES

Self-Instructional Material
19




Marketing Management

NOTES

Self-Instructional Material

to the way of doing business, Le. The Strategic aspect of marketing. Here the
means of marketer are their knowledge and experience, and the end result is in
the form of mutually beneficial relationship with the customer

8. Marketing is Customer focused: Marketing tends to satisfy and delight
customer. The activities of marketing must be directed and focused at the
customer. Marketers can remain in customer mind if they are provided valtue for
what they spend. Marketing efforts must be directed at meeting customer needs,
not market shares. For this, marketers must track customer’s needs on a
continuous basis.

9. Marketing is a part of total environment: Total environment may be defined
as the combination of all the resources and Institutions which are directly related
to the production and distribution of goods, services, ideas, places and persons
for the satisfaction of human needs. However it is better to look at remote and
immediate environment of any marketing organization.

MARKETING FUNCTIONS:

The functional approach of marketing consists of a mumber of activities called
Marketing Function. A marketing function is, “an act or operation or service by
which original product and the final consumer are linked together.”

Marketing Functions
Functions of Punctions of Facilitation Other Functions
Exchange Physical Supply Function
¥
i el
Buying Selling Transpostation | Storage and
and Warel:mlin
A A 5
Financing Risk-taking Market Swandardizatio
information n
$ ! !
Identifying Promoting Planning
Opportunities Products and Marketing
Services Activity

1. Functions of Exchange: The process of transferring goods into the hands of
the customer is called functions of exchange.

a) Buying and Assembling: Buying is the first step in the process of market-

ing. Managers have to take number of decisions regarding the type of

products to be purchased, their quality, quantity, time of purchase etc. Buyig



3.

b)

mvolves transfer of ownership of goods from seller to the buyer. Assembling
refers creation and maintenance of the stock of goods. Sometimes, the
dealer purchases goods from more than one seller. In that case, the goods
have to be collected and assembled at one place.

Selling: The profit making object of the business concern is achieved only
through the sale of its product. It is the process by which goods and
services finally flow to the consumers who need them and the firm performs
its functions of distributing its products among consumers.

Functions of Physical Supply: This is the second group of marketing process.
These functions are related with the creation of place and time utilities. The

physical transfer of goods from the manufacturer to the consumer takes place
by means of the following functions:

a)

b)

Transportation: The marketing system requires effective and economical
transportation system. A good system of transportation provides place
utility to the products. Transportation involves the movement of goods from
the point of production to the point of consumption. Railways, water-ways,
airways etc are the important modes of transporting goods from one place
to another.

Storage and Warehousing: When production is seasonal but consumption
is continuous or production is continuous but consumption is seasonal, stor-
ing becomes the most important function of management. Storage involves
holding and preserving of goods between the time of their production and
their consumption. Warehouses can be maintained at central places from
where the distribution of goods can be made according to the needs of the
consumer. Storage creates time and place utility of the product.

Facilitation Function: These functions include financing, risk-taking, market-
mformation, standardization etc.

a)

b)

Financing: Without adequate finance the marketing activities cannot be
carried out effectively. Commercial Banks, Cooperative credit societies, and
Government Agencies arrange short-term, medium-term and long-term fi-
nance to facilitate marketing.

Risk-Taking: Like other business activities marketing also carries a num-
ber of risks like damages of goods, change in the economic values of the
goods, mismanagement etc. These risks are more or less inherent in the
marketing process. An intelligent businessman reduces the possibility of loss
that may arise on account of fire, flood, deterioration etc by taking prevent-
ing measures.

Market Information: The desired success of marketing depends upon the
correct and timely decisions. These decisions are based on the market-
information. The mformation regarding the customer’s wants, habits, pur-
chasing-power , strength and weaknesses of the competitors, trend in market
etc. are must take into account. Market information inchudes all facts, es-
timates and other important information which affect the marketing of prod-
ucts and services.
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4, Other Functions:

a) Identifying Market Opportunities: Under this head needs and wants of
different types of customers is to be found out. At the same time it is
essential to be aware regarding the development of new technologies, new
products and other development activities taking place outside the

i ] A

b) Promoting Products and Services: Promotion of the products and ser-
vices is the most important task of the management. The advertising and
promotional process is aimed to communicate with the custorner, encourage
the customer to consider the product, encourage the customer to purchase
it, and assures that he or she made the correct purchase decision. )

c) Planning the Marketing Activity: Marketing planning involves deciding
on marketing strategies that will help the company to attain its overall ob-
e

Role of Marketing in Indian Economy

Marketing is an efficient instrument for the under developed economies as that of
India. As nmch as 80% of population lives in the villages here. Marketing therefore,
is important for the sale of machine§ and agricultural tooks one side and for the sale
of manual tools and implements, modern agricultural instruments in the field of
agriculture on the other. In the words of former president of India late Shri
Fakharuddin AH Ahmed - “The largest problem of Indian economy is always of
existence and it is how to assist the poor man.” One side, the small farmer and the
entrepreneurs of the Industries on other side, feel the necessity of efficient marketing

for their produce. Similarly, the export sector hankers for the efficient marketing

devices 80, as to ensure more export of products in the international market and
earning of hard currency for India. It is marketing which has now brought a trend
of producing value added goods through processing instead of the primary products
as it ensures more profit to the investor’s one hand and increases the employment
opportunities to a large extent on the other.

A planned economy has been adopted by India today and now proceeding to the
path of building a progressive nation for her citizen. What is directly needed tor
accelerating fast the economic development in India, is of the method for the best
use of resources available here. When this is the position, importance of efficient
marketing system increases manifold.

India has done a good performance in every field during the recent past. For
example, the progress in the fields of iron and steel, ships, aircraft, heavy machines,
electric gadgets, agricultural tools, tractors, petrol, sugar, cement, gas, chemical,
fuel, paper etc. is remarkable. These all are examples of seller market. India has
also acquired tremendous progress in the buyer market which includes transistor,
radio, sewing machine, pressure cooker, cycle, cosmetics, soap, detergents, backery,
plastic goods, cigarette etc. Thus, the buyer and seller both markets are available
in India. It has been observed during recent years in the past that a number of
products have been shifted from the seller market id the buyer market.



Seller market is meant for the market where lesser quantity than the demand exists
and the buyers have to wait for a certain time. Buyer’s market is meant for the
market in which supply is abundant but buyers in tips viz, supply dominates the
demand. One question can be asked regarding seller’s market that when supply
remains Jesser, there may be no need for the marketing. Its solution is that the nature
of market is ever-changing and the item, which we see at seller’s market, may
become buryer’s market tomorrow. Hence, marketing is equally necessary for both
markets.

Inspite of progressive steps, India has taken in each and every field, she is lingering
behind when we discuss on marketing techniques, undeveloped market, and sale
promotion, and consurner satisfaction, decentralization of market and diversification
of product. Indian sellers should concentrate in these conditions prevailing and
devise measures viable for the promotion of marketing techmques.

MARKETING MANAGEMENT:

Marketing Management is concerned with the direction of activities towards the
attainment of marketing objectives ie. satisfaction of customer’s needs, increase the
organization’s profits. Marketing Management is the art and science of choosing
target markets. Marketing Management deals with all departments of the company
because it is the combination of marketing techniques and resources which the
company has to manage. The most important function of marketing management is
to provide the ways through which marketing research and analysis can be carried
out for a product or service, It is also very important in determiming the appropriate
marketing strategy for a company.

According to the American Marketing Association, “Marketing Management is
the process of planning and executing the conception, pricing, promotion and dis-
tribution of ideas, goods, and services to create exchanges that satisfy individual and

rational obiectives.”
Importance of Marketing in Indian Economy:

India is a developing country. The functions of marketing are changes day by day.

Now a day, it is recognized as a profession based on a systematic part of knowl- |

edge. Now marketing means the creation of demands and satisfy these demands.
This all has resulted in many important achievements in India such as,

). Increase in employment opportunities,

ii). Increase in the sale of goods,

iii). Increase in profits,

iv). Increase in the national income,

v). Increase in per capita income,

vi). Development of new media of advertisement and sales promotion,
vii).Improvement in the standard of living.

Responsibilities of Marketing Management:
Marketing activity begins with generating the idea of creating or making a product
and ends with the successful launching of product in market. In this process there
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are various responsibilities are mvolved like:

Selection of product |

Price of product,

Select geography for test marketing,

- onal activiti

Packing strategies, .

Selection of target market.

All these activities are performed by the marketing manager with the help surveys.
THE MARKETING ENVIRONMENT

The marketing environment surrounds and impacts upon the organization. There are
three key perspectives on the marketing environment, namely the “macro-environ-
ment,’ the ‘micro-environment’ and the ‘internal environment’.

The micro-environment ’ ‘

This environment influences the organization directly. It includes suppliers that deal
directly or indirectly, consumers and customers, and other local stakeholders. Micro
tends to suggest small, but this can be misleading. In this context, micro describes
the relationship between firms and the driving forces that control this relationship. It
is a more local relationship, and the firm may exercise a degree of influence.

The macro-environment

This includes all factors that can influence and organization, but that are out of their
direct control. A company does not generally influence any laws (although it is
accepted that they could lobby or be part of a trade organization). It is continiously
changing, and the company needs to be flexible to adapt. There may be aggressive
competition and rivalry in a market. Globalization means that there is always the
threat of substitute products and new entrants. The wider environment is also ever
changing, and the marketer needs to compensate for changes in culture, politics,
economics and techmology.

The internal environment

All factors that are internal to the organization are known as the ‘internal environ-
ment’. They are generally audited by applying the ‘Five Ms’ which are Men, Money,
Machinery, Materials and Markets. The internal environment is as important for

managing change as the external. As marketers we call the process of managing
internal change ‘internal marketing.’

Essentially we use marketing approaches to aid commmunication and change manage-
ment.

sidl il s el it 2

The Company’s Microenvironment:

The forces close to the company that affect its ability to serve its customers - the
company, market channel firms, customer markets, competitors and publics, which
combine to make up the firm’s value delivery system.



1)

2)

3)

4)

8

The Company: The Company In designing marketing plans, marketing
management must take other company groups, such as top menagement, finance,
research and development (R&D), purchasing, mamfacturing and accounting,
into consideration.

Suppliers: Suppliers Firms and individuals that provide the resources needed
by the company and its competitors to produce goods and services.

Marketing Intermediaries: Marketing Intermediaries Firms that help the
company to promote, sell and distribute its goods to final buyer; they include
Resellers: the individuals and organizations that buy goods and services to
resell at a profit. Physical distribution firms: warehouse, transportation and
other firms that help a company to stock and move goods from their point of
origin to their destinations. Marketing-service agencies: marketing research firms,
help a company to target and promote its products to the right markets.
Financial intermediaries: banks, credit companies and other businesses that
help finance transactions or insure against the risks associated with the buying
and selling of goods.

Customers: The Company must study its customer markets closely and keep
up to date with changing customer requirements. The company must
communicate with its customers, and must listen to them closely.

Competitors: - The marketing concept states that, to be successfill, a company
must provide greater customer value and satisfaction than its competitors. Thus,
marketers must do more than simply adapt to the needs of target consumers.
They must also gain strategic advantage by positioning their offerings strongly
against competitors’ Offerings in the minds of consumers. They must strive to
anticipate competitor activity and strategy.

Publics: Any group that has an actual or potential interest in or impact on an
organization’s ability to achieve its objectives. Publics include its workers,
managers, vohmnteers and the board of directors.

The Company’s Macro-environment

Macro-environment is the larger societal forces that affect the whole microenviron-
ment - demographic, economic, natural, technological, political and cultural forces.

1)

2)

3

Political and Legal Environment: - Political and Legal Environment Laws,
government agencies and pressure groups that influence and limit various
organizations and individuals in a given society.

Demographic Environment: - Demographic Environment studies human
population in terms of size, density, location, age, sex, race, occupation and
other statistics.

Economic and Competitive Environment : Economic and Competitive
Environment Factors, including the effects of general economic conditions, buying
power, willingness to spend, spending patterns, types of competitive structure,
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competitive tools and competitive behaviour, that influence both marketers’ and
ot + decisions and activili |

4) Cuitural Environment: - Cultural Environment persistence of cultural values:
core and secondary beliefs shifts in secondary cultural values. It includes people’s
view of themselves, people’s views of others, people’s views of organizations,
people’s views of society, people’s views of nature and people’s views of the
universe.

5) Social Environment: - Social Environment involves living standards and quality
of life Green movement. The trend arising from society’s concern about pollution,
water disposal, manufacturing processes and the greenhouse effect. Consumer
movement i8 a diverse collection of independent individuals, groups and
organizations seeking to protect the rights of consumers.

6) Technological Environment: - Technological Environment Teclmology is the
knowledge of how to accomplish tasks and goals. It forces that create new
technologies, creating new product and market opportunities.

7) Natural Environment:- Natural Environment is the natural resources that are

needed as inputs by marketers or that are affected by marketing activities, -
issues Shortage of raw materials Increased cost of energy Increased pollution
Government intervention in natural resource managemernt.

According to American Marketing Association “Any paid form of non-personal
presentation and promotion of ideas, goods or services by an identified sponsor”

PLANNING
Introduction:

Planning is a preparatory step in any task of the organization. It is a systematic
activity which determines when, how and who is going to perform a specific job.
Planning is a detailed programme regarding future courses of action. It is rightly said
“Well plan is half done”. Therefore planning takes into consideration in available
& prospective human and physical resources of the organization so as to get effec-
tive co-ordination, contribution & perfect adjustment. It is the basic management
function which includes fornmilation of one or more detailed plans to achieve opti-
mum balance of needs or demands with the available resources.

Planning involves selecting enterprise’s objectives and departments’ goals,
programmes, determining ways of reaching them. Planming is deciding in advance
what is to be done in foture, how it is to be done when and by whom it is to be
done. Planning involves selecting of a course of action from all available alternatives
for accomplishing the desired goals of the enterprise.

Planning is an intellectual process; it facilitates the best utilization of all available
limited resources in a systematic manner, so that the desired outcome may be
attained. Planning attempts to achieve a consistent & co-ordinated structure of
operations focused on desired results. Planning sketches an efficient sequence of
action that transforms an organization from a given starting state to the goal state.
In short, planning is the management of the organization’s future i an uncertain
environment.



-

Differentiate between goals and plans.

Goals are desired outcomes for individuals, groups, or entire organizations, Plans
are documents that outline how goals are going to be met and that typically describe
resource allocations, schedules, and other necessary actions to accomplish the goals.

MEANING AND DEFINITION OF PLANNING:

Planning may be defined as the process of setting goals, developing strategies, and
outlining tasks and schedules to accomphish the goals. Planning involves defining the
organization’s goals, establishing an overall strategy for achieving these goals, and
developing a comprehensive set of plans to integrate and coordinate organizational
work

Planning is forecasting which decides the things to be done in future. It is a function
of anticipating the firture and determining the course of action to achieve the pre-
determined objectives of an organization. Planning is a process which selects the best
alternative from the various alternatives for the solution of a problem to make firture
certain and definite.

According to Koontz and O’ Donnel, “Planning is deciding in advance what to
do, how to do it, when to do it, and who is to do it. Planning bridge the gap from
where we are to where we want to go. It makes it possible for things to occur which
would not otherwise happen”.

It can be defined in the fig below:
Desired
Status
: os
7]
Planning
required
Curmrent Status

T Time T2

According of Henry Fayol , “Planning is deciding the best alternatives among
others to perform different managerial operations in order to achieve the pre-deter-
mined goals.” .

According to George R. Terry, “Planning is selecting and relating of facts and
making and uging of assumptions regarding the future in the visualization and formmu-
lation of proposed activities believed necessary to achieve desired results.”

According to James Lundy, “Planning means the determination of what is to be
done, how and where it is to be done, who is to do it and how results are to be

evaluated.”
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According to Urwick, “Planning is a mental predisposition to do things in orderly
way, to think before acting and to act in the light of facts rather than guesses”.
Planning is deciding best alternative among others to perform different managerial
functions in order to achieve predetermined goals.

Planning is a process, which involves anticipation of future course of events and

deciding the best course of action. It is a process of thinking before doing. It is

deliberate attempt to influence, exploit, bring about, and controls the nature, direc-
tion, extent, speed and effects of change. It may even attempt deliberately to create
change, remembering always that change (like decision) in any one sector will in the
same way affect other sectors”. Planning is a deliberate and conscious effort done
to formulate the design and orderly sequence actions through which it is expected
to reach the objectives. Planning is a systematic attempt to decide a particular
course of action for the firture; it leads to determination of objectives of the group
activity and the steps necessary to achieve them. Thus, it can be concluded that
“planning is the selecting and relating of facts and the making and using of assump--
tions regarding the future in the visualization and formulation of proposed activities
believed necessary to achieve desired results. :
In other words we can say that planning is a process of thinking before doing. It
involves determinations of goals and the activities required to be performed to
achieve the goals. It consists: -
What is to be done?
How it is to be done?
Where it is to be done?
When it is to be done?

5. By whom it is to be done?
So planning is a process of shorting out the path for attaining the determined
objective of the business. Overall planning is deciding that in present, what is to do
in future.
Thus, planning is the managerial function of determining in advance what workers
are to accomplish and how they are to accomplish, desired goals and projects. It
is the most basic function of management. It can be demonstrated as follows -

W=

How do Where will
we gt we be in the v ——
» there? fatvare ?
! .._____/) \.m..-/

NATURE / FEATURES OF PLANNING:

Planning is the beginning of the process of management. Planning sets all other
functions into action. Planming is thinking and deciding future course of action in
advance. The nature of planning can be understood with the following points—

1) Planning is a primary function: Planning is the base for all other function
of management. It means planning is the basic fimction of all other mana-
gerial functions. It provides a base for other managerial functions like orga-



2)

3)

4)

8)

9)

nizing, staffing, directing and controlling. We can say that structure of all
other fimctions depends on planning. All other fimctions are performed within
the framework of planning. A management process is a circular process

.beginning with planning ending to planning for improvement & adjustment.

Planning is a Mental Exercise: Planning is an intellectual activity which
requires a manager to think before acting. Planning requires application of
mind involving intelligent imagination, sound judgment etc.

Planning is pervasive: Planning is required at all levels of management as
well as in all departments of the organization. But the scope of planning
differs at all levels and all departments of the organization. Planning is re-
quired in all sectors, i.e. business, industry, profession etc. whether it is of
large scale or small scale and in all the department of organization like
purchase, production, marketing, finance department etc. howevernatureof
planning differs from one department to another.

Planning is Flexible: There must be flexibility m planning, because plans
are always based on future, which is uncertain. So flexibility will give a
chance to0 make changes as per future requirements. If future assumptions
upon which planming are based prove wrong, then the original plan must be
revised in the light of changed conditions. .

Planning is Continuous: Planning is the never ending process of manage-
ment. Plans are prepared for a specific period of time i.e. monthly, quarterly
or yearly. At the end of that period, there is the requirement of new plans.
These plans are drawn on the basis of past performance & future condi-
tions. Thus, planning is a continuous process.

Planning is futuristic: Planning is regarded as a forward looking function
based on forecasting. Planning involves looking ahead and preparing for the
future. Planning is never done for past but is done for the future to achieve
certain objective. Therefore, it i8 said that planning is thinking before doing.
Planning is based on estimated future trends of social, economic and tech-
nological changes because it has to tackle the future requirements.

Planning is Goal - oriented: In setting of objectives and the process of
achieving that objective, the planner goes through an intellectual process.
The main purpose of plan is always to determine the goal to be achieved
and the activities to be performed to achieve these goals. So planning relates
to creative thinking for the solution of various problems.

Involving choice (alternative): Planning can be when there are two or
more alternatives and the planner can make a choice for the best, in other
words, in the absence of choice there will be no planning because then there
is a single way of doing something i.e. to be adopted.

Efficiency of operations: Plarming is made with the objective of raising
efficiency of operations but it is not necessary that efficiency will rise, if may
or may not. So the management should make contimious efforts to minimize
the cost of wastage and improving the efficiency by use of latest change in
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technology.

10) Planning is closely linked to objectives: Each plan specifies the objec-
tives to be attained in the future and the steps necessary to reach them. As
Billy E. Goetz said, “plans forecast which actions will tend towards the
ultimate objective...Managerial planning seeks to achieve a consistent, co-
ordinated structure of operations focused on desired ends.”

OBJECTIVE OF PLANNING:
Planning involves selecting missions and objectives and actions to achieve them, it
requires decision making, and that is choosing firture courses of action from among
many alternatives. Planning in any organization serves to realize the following objec-
tives -
} .
1) Planning can bring co-ordination and co-operation among various activities
of the organization.
2) Proper planning leads to the best utilization of resources and reduces the
wastage. This helps in achieving the economy of the operations.
3) Planning may convert the uncertainty into certainty.
4) Planning provides a provision to meet contingencies and tackles them suc-
cessfully.

5) Through effective planning, objectives of the organization can be attained in
time.

IMPORTANCE OF PLANNING

Accounting to Koontz, O’Donnell and Weihrich, “Planning is an intellectually
demanding process; it requires the conscious determination of courses of action and
the basing of decisions on purpose, knowledge and considered estimates. Planning
is one of the most important functions of management because of the following
factors:

1. Makes the objectives clear and specific: Planning clearly specifies the
objectives and the policies or activities to be performed to achicve these
objectives in other words what is to be done and how it is to be done are
clarified in planning.

2. Offsetting the uncertainty and change: Planning is necessary to look
ahead towards future and to take decisions regard facing the expected
changes/requirement of the future. E.g. before coming of summer session
producers started production for the products to be used in summer.

3. Plans to facilitate decision-making: To achicve the objective predeter-
mined under plarming, business has to take various decisions by considering
the available resources. If job may be completed by using various alterna-
tives (e.g. manually or by machines) and the best alternative is decided try
the management, which is more helpful in achieving the objective.



4. Provides basis of contrel: Under controlling actual performance is com-
pared with the planed performance (target/objective). So planning is the
base of controlling process.

5. Leads to economy and efficiency: Planning clarifies the work and its
method of doing. Resultantly it reduces confusion and wastage of resources
in the form of thinking at the time of doing. So efficiency of the worker will
be raised which will further result economy in production.

6. Facilitates integration: Under planning proper directions as per plane are
provided to the subordinates. Resultantly they all make effort towards the
achievement of preplanned objective. Such co-ordination of sub-ordinates
and their departments will certainly help the organization in achieving its
objective. ‘ :

7. Encourages innovation and creativity: Planning is the process of thinking
in advance and so plans are made to achieve a target at fisture date by using
latest methods and technology to perform the industrial/business activities
and so plans lead to innovation. ,

8. Facilitates control: Planning facilitates the managers in performing their
function of control. Planning and control are inseparable in the sense that
unplanned action cannot be controlled because control involves keeping
activities on the predetermined course by rectifying deviations from plans.
Planning facilitates control by furnishing standards of control. It lays down
objectives and standards of performance, which are essential for the per-
formance of control fimction.

9. Improves motivation: The effective planning system ensures participation
of all managers, which improves their motivation. It improves the motivation
of workers also because they know clearly what is expected of them.
Moreover, planning also serves as a good training device for future manag-
ol :

10. Improves competitive strength: Effective planning gives a competitive
edge to the enterprise over other enterprises that do not have planning or
have ineffective planning. This is because planning may involve expansion of
capacity, changes in work methods, changes in quality, anticipation of tastes
and fashion of people and technological changes, etc.

11. Achieves better coordination: Planning secures unity of direction towards
the organizational objectives. All the activities are directed towards the
common goals. There is an integrated effort throughout the enterprise. It will
also help in avoiding duplication of efforts. Thus, there will be better coor-
dination in the organization.

LEVELS OF PLANNING

In management theory, it is usual to consider that there are three basic levels of
planning, though in practice there may be more than three levels of management and
to an extent, there will be some overlapping of planning operations. The three levels
of planning are discussed below:
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1. Top level planning: Also known as overall or strategic planning, top level
planning is done by the top management, i.e., board of directors or govern-
ing body. It encompasses the long-range objectives and policies or organi-
zation and is concerned with corporate results rather than sectional objec-
tives. Top level plamning is entirely long-range and inextricably linked with
long-term objectives. It might be called the ‘what’ of planning.

2. Second level planning: Also known as tactical planning, it is done by
middle level managers or departmental heads. It is concerned with ‘how’ of
planning. It deals with development of resources to the best advantage. It
is concerned mainly, not exclusively, with long-range planning, but its nature
is such that the time spans are usually shorter than those of strategic plan-
ning. This is because its attentions are usually devoted to the step-by-step
attainment of the organization’s main objective. It is, in fact, oriented to
functions and departments rather than to the organization as a whole.

3. Third level planning: Also known as operational or activity planning, it is
the concern of departmental managers and supervisors. It is confined to

putting into effect the tactical or departmental plans. It is usually for a short-
term and may be revised quite often to be in tune with the tactical planning.

PLANNING PROCESS:

Planning is the process used by managers to identify and select goals and courses
of action to achieve their goals.

Perception of opportunities

Establishing objectives or Goels

rf, Estabiishing Planaing Premises

Determining Alternative Courses of
action

|

Ewaluating Alternative courses of Action

Selecting a course of action

Formwilation of Supgerting plan

—

Establishing sequences of Activities

Planning Process



1) Perception of Opportunities:

2)

3)

4

5)

Perception of opportunities is not strictly a planning process, but awareness
of opportunities is very important for planning process because it leads to
formulation of plans by providing clue whether opportunities exist for taking
up particular plans. Managers should know where they stand i the light of
strengths and weakmnesses, understand what problems they have to solve
and what they expect to gain. There are a number of techniques that will
help you to do SWOT Analysis & Risk Analysis.

Establishing Objectives or Goals:

The second step in planning process is to establish objectives of an orga-
nization. In other words, we can say that we should know, where do we
want to be in fiture & what is to be accomplished by the various types of
plans.

Establishing Planning Premises:

The third step in planning process is to establish planning premises that is
the conditions under which planning activities will be undertaken. The plan-
ning premises are both external and internal. External premises inchude tech-
nological changes, population growth, political stability, sociological factor
etc and imnternal factor may include sales forecasts, politics and programmes
of the organization etc.

Determining Alternative Courses of Action:
The next step in planning process is to search alternative courses of action.

‘The manager should find out the most fruitful possibilities among various

possibilities. The concept of various possibilities or alternatives states that
the particular objective can be achieved through various actions.

Evaluating the Alternative Courses of Action:

After determining the alternative courses of action, the next step is evaluating
them and examining their weak and strong points. At this stage, an attempt
is made to evaluate how each alternative would contribute to the organiza-
tion objectives and select the best course of action with the help of opera-
tion research and mathematical techniques, so, that the pre-determined
objectives may be achieved.

Selecting the best course of Action:

After the evaluation of various alternative courses of action, the best one is
selected. Sometimes after evaluation, we get more than one course of action
which may be equally good, in that case the planmer may choose more than
one alternatives. Therefore, planner must be ready with alternatives, nor-
mally known as contingency plan, which can be formulated in changed
Formulation of Supporting Plan:

After formulating the basic plan, various plans are derived so as to support
the main plan, these plans are known as derivative plans. In an organization
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there can be various derivative plans like buying raw material, buying new
equipments, recruitment and developing personnel, etc. These plans are
formulated for supporting the basic plan.

8) Establishing Sequences of Activities:
After formmlating the basic and supporting plans, the sequence of activities
is determined so that plans are put into action. Budgets can be prepared for
various periods, it can be decided who will do what and at what time and
8o on, this type of sequencing is helpful in implementing the plans.

SIX P’s of PLANNING:

This can be defined as follows:

1)

2)

3)

4)

5)

6)

Purpose: An effective planning system requires a clear understanding of the
organization’s purpose. Why this organization exists? Is it to increase profit, or
to introduce more products or to increase market shares etc.? The purpose of
the organization’s existence must be clear.

Philesophy: Philosophy means the findamental beliefs of the organization as to
how the organization’s purpose is to be achieved.

Premise: Premise involves the knowledge of strength and weaknesses of the
organizations so that the organization can deal with the changing environment,
effectively.

Policies: Policies are general guidelines that help in managerial thinking and
action. Policies are the basis for planning. In a typical organization, there are
production policies, financial policies, accounting policies and so on.

Plans: Plans represent specific objectives and it guides us step by step as to
bow to reach the objectives of the organization. ‘

Priorities: Goal Priorities would determine what is relatively more important.
The priorities will determine an appropriate allocation of resources. The priori-
ties of goals would be established on the basis of philosophy and premises of
the organization as well as social, political and economic measures.



TYPES OF PLANS:

1) Standing or Repeated use Plans: These plans are designed to deal with

2)

recurring problems. These plans are prepared by managers at different levels.
Whenapartwu]arpmblemanses,astandmgphnprovmsagmdancetq
solve this problem.

The major types of standing plans are as follows —

o Objectives: Objectives or goals are the ends toward which activity is
aimed. In an organization all the department may also have its own objec-
tive to the attainment of organization’s objectives.

e Policies: Policies are the general guidelines for taking action. According
to George R. terry - “Policy is a verbal, written or implied overall guide)
setting up boundaries that supply the general limits and direction in which
managerial actions will take place”. In short, policies deal with “how to
do” the work.

e Procedures and Methods: A procedure is a standing plan that outlines
a series of related actions that must be taken to accomplish a particular
task. Methods are the manners of work performance, and follow the set|

procedure.
o Rules: A rule indicates what an organization should do and what it should

not do. The rules prescribe a definite and rigid course of action without|
any scope for deviation.

e Strategy: Strategy may be deﬁnedasthegenaalprogtamsofactb?;;

deployment of resources to attain comprehensive objectives. The su
of the plan requires that it should be strategy oriented.

Single - Use plans: Singleuseplansareusedonlyoncewhmtheperiodiq
over, a new plan is devised for the next period. This plan focuses on unique
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or rare situations within the organization Single use plans include the follow-
ing aspects of planning -

Programmes: Programmes include all the activities necessary for achiev-
ing a given objective.

In order to accomplish an objective, programmes lay down the principal
steps and sets an approximate time for its fulfillment.

Budgets: Budget may be defined as a financial statement which is
prepared prior to a definite period of time, for the purpose of attaining
a given objective. Budget estimates the men, money, materials and
equipment in numerical terms, required for the implementation of plans.

3) Contingency Plans: Contingency plans are the plans which are formulated
for some unexpected contingencies. These plans are mentioned in advance
in order to face any contingency in the near future.

TYPES OF PLANNING:

Planning is deciding in advance what to do and how to do. It is one of the basic
managerial functions. Before doing something the manager must formmlate an idea
of how to work on a particular task. Thus planning is closely connected with
creahvﬁyandmnovahonﬂmearemywaysmwhmhanorganmtwncanunder
take planning process, some are as follows:

1. Corporate Planning: The corporate planning activities are carried out at
the top level management. The top level management is responsible for the
forrmlation of such plans and it is prepared according to the inputs received
from the environment or the lower level management. These plans are usu-
ally long term in nature.

2. Functional Planning: Functional planning is the planning that covers some
functional areas like production, finance, purchasing, and marketing. The
following steps are necessary for an effective functional planning.

The functions should be clearly defined.

The activation without a function should be homogenous.

The scope and limit of each function should be determined.

The inter relation between different finction and the functional goals with
the organization goals should be well defined.

3. Strategic planning: Strategic planning deals with the basic objectives, poli-
cies and the strategies of the organization. The strategic planning may be
carried out in a series of steps that includes:

Specifying Mission & Objective,
Elaborate environmental scanning,
Strategy formulation

Strategy implementation
Evaluation & Control



4. Operational Planning: Operational plamning is also known as short-term
planning. Operational planning is the process of ensuring the most effective
use of resources, ensuring to develop a control mechanism, and to ensure
effective implementation of the action so that organizational objectives are
achieved. Operational planning is done by the lower level management and
it defines the detailed manner and programme as to how current operations
are to be carried out.

s. Long-term & Short term Planning: Long-term planning sets long-term
goals of the organization and then formulate specific plans/strategies for

attaining these goals. Long-term planning is of strategic nature and involves
more than one-year period.

Short-term planning on the other hand is mainly concerned with the deter-
mination of short term activities to accomplish long-term objectives.

6. Formal & Informal Planning: Formal planning exists in the formal hier-
archy of the organization. This type of planming is done at a large scale and
is based on the pre-defined policies and the rules of the organization.
Informal planning is usually carried out in very small organization where the
formal organization structure may or may not exist.

ADVANTAGES OF PLANNING:

Planning determines where the organization is now and where it will be in the future.
It provides a framework within which a business operstes. Planning is that function
which never ends and is observed in all aspects of the organization. The basic
purpose of planning is to reduce risk and to initiate a co-ordinated effort for the
success of the organization. Some of the advantages of planning are as follows —

1)

2)

3)

9

Planning helps in Co-ordination: All managers are mvolved in setting future
goalks. Planning helps to resolve the differences among different departments and
all efforts are aimed at achieving the common goal The activities are co-ordinated
harmomniously towards the predetermined goals.

Helps in Achieving Objectives: Planning sets the goals or objectives of an
organization; it gives effective direction to the employees &, clarity in their role.
Therefore, planning helps the organization to accomplish the pre-determined
objectives.

Effective Control: In planning the manager of the organization sets goals and
develops plans to achieve these goals. These goals and plans then become
standards against which performance can be measured. The finction of control
is to ensure that the activities conform to the plans.

Economy in operation: With the help of proper planning unnecessary produc-
tion, ineffective utilization of resources may be avoided which leads to cost
reduction. This results in the economy of resources. -

Better Utilization of Resources: Planning decides what to produce how to
produce and how much to produce. Thus planning results in better and efficient
utilization of resources.
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6) Promote Growth and Improvement: Planning sets standards to the control
process. So, useless and unnecessary activities are avoided, it saves time and
that time is used in developing new ideas. It leads to the growth and improve-
ment of the organtzation.

7) Planning secures unity of purpose & direction: In planning, separate and
distinct activities are coordinated toward one common goal, and at same time,

dxq:ﬁcati;n and cross purpose working are avoided throughout the organization,
LIMITATIONS OF PLANNING:

Planning is subject to certain limitation and a proper understanding of them will go
a long way in improving efficiency of planning. There are several limitations of
planning. Some of them are inherit in the process of planning like rigidity and other
arise due to shortcoming of the techniques of planning and in the planners them-
selves.

Planning is an important function of management. However, the planning may fail if
the following limitations. ‘

o Lack of accuracy: Planming relates to future and future is always uncertan
and so prediction about future is so much difficult. Moreover planning are
based on data/information relating to past and as such planning based on
any wrong information may not be useful to the organization.

o Costs: Formulation of plans involves too much cost which are in the form
of time spend, money spent etc. but sometimes there is little benefit from in
plan and then it becomes a burden for the institution. If the plan is not useful
than the amount or time spent on its formulation is a waste.

o Advance effect on decisions: Some plans are rigid and 2 manager. faces
difficulty while making any changes where as there may be continuous change
in environment where as the quick decision is required as per the changed
environment.

e Delay in actions: Plarming requires some time for thinking, analyzing the
situation and designing the final plan and so in case emergency decision is
required it will take time and business will lose its opportunity. Moreover
delay in decision will further delay the action.

o Psychological barrier: People in organization have to work strictly ac-
cording to plan where as they may be able to give better performance in a
way decided by themselves. Secondly they do not think beside the plan and
performs their activities like a machine without using their psychology.

o Limited flexibility: There may be some changes in planning only up to
some extent because measure changes in plan will firther aftract the changes
in supporting plans also and as such the whole system is disturbed moreover



changes in plans time and again will prove a wastage of time and money
spent on previous plan (pre-changed plan).

e Human elements: Plamming are the results of thinking of human being.
Information on the basis of which plan is formulated may not be free from
bias or there may be some other errors which will further Reebok (problem)
the better plan.

o Improper plan: Sometimes lower target will be easily achieved and we will
feel false sense of security. On the other hand over planned target beyond
resources cannot be achieved even all effort both are the situation of im-

proper plan.

« Planning is a time-consuming and costly process: This may delay ac-
tion in certain cases. But it is also true that, if sufficient time is not given to
the planning process, the plans so produced may prove to be unrealistic.
Similarly, planning involves costs of gathering and analyzing information and
evaluation of various alternatives. If the management is not willing to spend
on planning, the result may not be good.

o Planning is a2 forward-looking process: The planner must possess the
required initiative. He should be an active planner and should take adequate
follow up measures to see that plans are understood and implemented

properly.

ENVIRONMENTAL SCANNING

Environmental scanning is an essential part of marketing management. The gathering
of large amount of information to measure and study the changes i the environment
is called environmental scanning. The environment scanning is taken info busimess
scenario. It is very important for any business to get the latest mformation about the
environment to keep his business steady and stable. In large and small organization
the environmental scanning is must. The environmental scanning as the point of

business is the businesses have to look what is going around them whether the

market is saturating, is there need for product imnovation.

The benefits to environmental scanning for the businesses are that they can uncover
many issues that have an effect on the organization’s mission and goals. They might
use it to increase their profits ratio. One of the motives could be for the environ-
mental scanning is that they can know that whether the market is going as they
expected it. One of the latest methods for the environmental scanning which are
frequently used by the companies is the computer intelligence. By using these pro-
cesses the businesses get information about their rivals. So this is very latest tech-
nological way for keeping eye on your business. Mamy of the third party services
who provide this to other companies are doing environmental scanning.
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Meaning of Environmental Scanning

Environmental analysis (scanning or appraisal) is the process by which corporate
planners monitor the economic, governmental, supplier, technological and market
settings to determine the opportunities and the threats to their enterprise. In other
words, environmental scanning is the monitoring, evalnating, and disseminating of
information from the external and internal environments to key people within the
corporation. The importance of environmental analysis lies in its usefulness for evalu-
ating the present strategy, setting strategic objectives and formulating future strate-
gies. The fortunes of business enterprises are known to have been determined by
changes in the social, econonic, business and industrial condmons The key envi-
ronmental variables are:

The external environment consists of variables (Opportunities and threats) that
are outside the organization and not typically within the short run control of top

management.
The internal environmental environment of a corporation consists of variables

(Strengths and Weaknesses) that are within the organization itself and are not usually
within the short nn control of top management.

Influences of environment

1. Opportunity:

An event may arrive due to changes in tax structure, natural or climatic changes,
changes in the competitors’ product design change in some regulation, etc.

2. Threat:

Some event in an environment may create situations where the profit margin of
a company may be reduced or ifs very existence may be threatened. Emergence
of stiff competition, obsolescence due to new products and design, brain drain
of technical expertise due to lucrative offers from competitors, etc are some of
the examples of threats.

3. Strength:

Certain companies have inherent strengths that they build over the year viz.,
research and development based information, trained manpower, distribution
network, widespread infrastructure, etc which enable them to be highly com-
petitive and to create a niche for the company in a highly competitive environ-
ment due to these core competencies.

4. Weakness:

Some companies have inherent weaknesses, lhnitations or constraints, which
prove to be strategically disadvantageous. Some companies may depend solely
on a single source for raw materiak or they may be doing only seasonal business
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Approaches to Environmental Scanning

l.

2

Systematic Approach: In this approach, formats for various issues are devel-

oped and scanning is done systematically in a step-by-step fashion. The mfor-
mation related to various factors viz., regulatory, social, economic, technologi-

. cal, resources, etc is collected which has direct bearing on the working of the

company. Data on various factors is continuously collected and updated and
their effect on various pertinent to the organization is studied. The variance of
vm'busﬁctomismlymdandtheirswixgisworkedomtow&mtethempwt
of the changes. A system of assessment of the environment is prepared by the
strategy manager followed by all the line managers in the organization.

Process Information Approach: Information on environment and its various
factors is available from trade papers, trade magazines etc. Many organizations
prepare summary of relevant information to keep themselves updated. The
processed data is made available to the strategy management group for pro-
cessmganddrawmgmfaenc&sbasedonwhmhconechveacuonsmybetaken

by a company.

Ad Hoc Approach: Some companies collect specific information on selected
environmental factors by conducting special project. Such studies are usually
conducted when a company wants to launch a special project. The impact of
a project on various environmental factors is studied within the framework of a
specially designed study program and results are obtained through analysis using
computer software of changes and developments may be studied using pilot
projects and results extrapolated for use by strategy managers.

Role of environment scanning in organizations

Properly used envirommental scanning can help to ensure organizational success.
The specific organizational roles or functions to ensure this success however can
vary drastically from organization to organization. Three such roles are:
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1. Function-Oriented Role: The main purpose of function-oriented environmen-
tal analysis is to improve organizational performance by providing environmental
information concerning effective performance of specific organizational func-
tions. This type of environmental analysis is normally undertaken to enhance the
performance of a particular fimction or major organizational activity at either the
corporate or the division level

2. Integrated strategic planmning rele: The main purpose of this kind of environ-
mentalmalysisistoh:pmvemganizatbmlperﬁnmcehymakingtopman—
agers and divisional managers aware of issues that arise in the firm’s environ-
ment, by having a direct impact on planning and by linking corporate and
divisional planning.

3. Policy-Oriented Role: The main purpose of a policy-oriented environmental
analysis is to improve organizational performance by simply keeping top man-
agement informed about major trends emerging in the environment. Policy-
oriented role is broadest in scope and is most loosely related to formal orga-
nizational planning.

On the other hand, the finction-oriented role seems to be most specifically targeted

at particular organizational issues. More than the other two roles, the integrated

strategic planning role seems to emphasize a close relationship between environmen-
tal analysis and formal organizational planning.

CASE STUDY
Case Study of Euro Disney: Managing Marketing Enviornmental Challenges

Michael Eisner joined the Walt Disney company as the chairman of the board
in 1984, after his successes at the ABC television network and Paramount. The
same year, Tokyo Disney was completing its first year of operations after five
years of plarming and construction, when the Walt Disney Co. entered into an
agreement with Oriental Land Company in Japan. More than 10 million people
visited the park that year, spending $355 million. This was $155 million more
than had been expected and was partially attributed to the average expenditure
per visitor being $35, rather than the estimated $21. The timing of the Tokyo
Disneyland opening coincided with a rise in income and leisure time among the
Japanese. Tokyo Disneyland thus became quickly profitable. Growth continued,
and by 1990 more than 14 million people visited the park, a figure slightly higher
than the attendance at Disneyland in California and about half the attendance at
Walt Disney World in Florida. Though, Disney was not a financial partner in the
Tokyo venture, it was reaping the profit from its franchise (10% royalty from
admission and 5% from merchandise and food sales).

The Tokyo park was in some ways a paradox. Tokyo Disneyland is nearly a
replica of the two parks in US. Signs are in English, and most food is American
style. The management of the Oriental Land Company demanded this because
they wanted visitors to feel they were getting the real thing and because they had
noted that such franchises as McDonald's have enormous success in Japan, as
Japanese youth embraced American-style culture. Yet, a few changes were
necessary, such as the addition of a Japanese restaurant. The product was .



readily accepted by the Japanese, an acceptance attributed by some to the
enthusiastic assimilation of the Japanese to Western ways. The success of the

Tokyo Disneyland led the company to consider expansion into Europe.

In 1984, a few months after his arrival at Disney, Eisner decided to create a
Disney resort in Europe. In 1985, Disney announced that it had narrowed its
locational choice to two countries, Spain and France. The park was scheduled
to open in 1992 at either location. Since the park was estimated to provide
about 40,000 permanent jobs and would draw large numbers of tourists, the
two countries openly courted Disney. If Disney opted for a Spanish location, the
park would have to be like the ones in the U.S, where the visitors are outside
for almost all ammsements. However, Disney had leamt from the Tokyo experience
that the cold weather does not necessarily impede attendance. But the colder
climate in Paris area would require more indoor shows. Furthermore, France
would require more focus on technology and historical themes.

After three years of discussions, the search culminated with the selection ofa
site at the heart of Europe: Marna-1a-Vallee, France. Euro Disney was officially
born. The total investment by 1992 was estimated at between $2.4 to 3 billion.
Disney opted for a 49% stake. France was in full economic crisis and Disney
was taking advantage of this crisis. In a real estate coup, the French Government
sold Disney some very expensive land at a bargain price and. In spite of the
economic benefits the park was expected to bring, many people in France
feared that the Park would be one more step toward the replacement of the
French culture with that of the US. Critics called EuroDisney "a cultural
Chemnobyf".

Disney headed off the criticism by explaining in the French press that Walt Disney
was of French Huguenot descent, with an original name of D'Isigny rather than
Disney. Disney ako agreed to make French the first language in the perk, although
relying heavily on visual symbols. Disney would build an attraction, Discovery
Land, based on the science fiction of France's Jules Verne; and a movie theatre
featuring European history. Many concessions were made to soothe the French
resistance. Disney admitted that it may have to alter its no-alcohol policy for this
park, but it didn't. The park also emphasized that Pinocchio was Italian, Cinderalla
was French and Peter Pan flew in London.

The marketing campaign began in October, 1991. The sales division began
ambitious programs to inspire European families to mark the Euro Disney resort
on their vacation agendas. The Sales division established a strong presence in
all the major markets through special partnerships with leading companies in the
travel industry. On April 12, 1992, Euro Disney hosted the biggest event in
Disney history, the official opening of the Euro Disney resort. Looking at the
fature, Euro Disney had two primary objectives : to achieve profitability as
quickly as possible and to better integrate Euro Disney into its European
environment while reinforcing its greatest asset - Disney heritage. Disney
announced plans to add a second theme park, the Disncy MGM Studios-
Europe and a water park. Disney was so optimistic that it was negotiating the

Marketing Management

NOTES




Marketing Management

NOTES

Self-Instructional Material
44

possibility of creation of creating a third theme park at the beginning of the new
: .

The Park admission fee cost US $45 for an adult and $30 for a child under 11,
a price about 50% higher than the corresponding Disney World price. The US
Disney park's fornmia in terms of inelasticity of demand did not apply and the
demand fell sharply (a 15% decrease in attendance for a 10% increase in price.)
Attendance figures were kept secret, but this attitude reinforced the idea that
even in terms of attendance, the objectives were not reached. The financial
results were not as strong as hoped and the very difficult economic environment
contributed to not meeting the ambitious objectives,

As Eisner started an interview with Larry King; he quipped, "Everybody is
giving us 42 reasons why we've made a mistake, because we have financial
problems... We are not either responsible for the real estate crisis nor the high

French interest rate, which are dreadfully penalizing us. Not a single manager,
whomever he be, could manage so many uncontroliable forces.”

Questions:
Describe the importance of environmental scanning for Disney in its EuroDisney
venture. How does the marketing environment affect Disney's marketing? Single

out each of these environmental variables and suggest ways for Disney to manage
them.

SUMMARY

e Marketing may be termed as tying of the market with the product or service
or offer. Market is a happening place and managing the market in relation
to the products or services being offered to obtain a reasonable overwhelming
share of the market is marketing management.

e The term ‘market’ refers to the place where goods are bought and sold
against the price consideration between the buyers and sellers.

e Marketing organises and direct all those activities involved in assessing and
converting customer purchasing power into effective demand for a specific
product or service and in moving the product or service to the final consumer
or user so as to achieve the profit target or other objectives set by a
compary.

e Marketing may be defined as a process by which goods and services are
exchanged and the values determined in terms of money prices.

¢ The marketing concept rests on four pillars. The starting point is the target
customer; the focus is customer needs, the means being integrated market-
ing and the ends being profits through customer satisfaction.



e The term marketing concept implics that achicving the organizational goals, Marketing Management
knowing the needs and wants of target market and delivering them desired
satisfaction.

e Marketing is the management process responsible for identifying, anticipating NOTES
and satisfying consumer requirements profitably.

e Marketing Management is concemed with the direction of activities towards
the attainment of marketing objectives i.e. satisfaction of customer’s needs,
increase the organization’s profits.

e Marketing activity begins with generating the idea of creating or making a
product and ends with the successful launching of product in market.

e Management Information system is defined as a system that consists of
people, equipment and procedures to gather, sort, analyse, evaluate and
distribute needed, timely and accurate information to marketing.

e Marketing Information system includes a set of procedures and methods for
the continuous analysis and presentation of information for decision making.
Marketing Information System includes internal record system, marketing
intelligence system, marketing decision support system, and marketing re-
search system.

e Marketing research is the intelligence service of a business enterprise. It
means the careful and objective study of product design, markets and trans-
fer activities such as physical distribution and warehousing, advertising and
sales management.

* o The marketing research process includes the systematic identification, col-
lection, analysis and distribution of information for the purpose of develop-
ment and decision making.

¢ Environmental scanning is the monitoring, evaluating, and disseminating of
information from the external and internal environments to key people within
the corporation. .

ANSWERS TO 'CHECK YOUR PROGRESS'

1. The term market refers to the place where goods are bought and sold
against the price consideration between buyers and sellers. A

2. Marketing Management is the process of planning and executing the con-
ception, pricing, promotion and distribution of ideas, goods and services to
create exchanges that satisfy individual and organizational objectives.

3. Marketing Information System is a system that consists of people, equip-
ments and procedures to gather sort analyze, evaluate and distribute needed,
timely and accurate information to marketing decision maker.

4. Marketing Research is the intelligence service of a business enterprise. It
means the careful and objective study of product design, markets and trans-
fer activities such as physical distribution and warehousing, advertising and
sales management. Self-Instructional Materlai
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5. The gathering of large amount of information to measure and study the
changes in the environment is called environmental scanning.

TEST YOURSELF

1) What do you mean by the term “Market”? Discuss various types of market.

2) Explain the concept of marketing. Why marketing is important for any or-
ganization?

3) Explain the process of Marketing.

4) Discuss the nature of Marketing.

5) What are the functions of Marketing?

6) What is the role of Marketing in Indian Economy?

7) What is Marketing Environment?

8) What do you mean by the term “Marketing Information System™?

9) What is Market Research? Explain its objectives and features.

10) Discuss the scope of Marketing Research,

11) What is Environmental Scanning? Discuss various approaches to

FURTHER READING

e Kotler & Armstrong, Principles of Marketing Management
o Kotler, Keller; Marketing Management, Pearson Education
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Chapter Includes :

» MARKETING SEGMENTATION

» LEVELS OF MARKET SEGMENTATION

+ FEATURES OF NICHE MARKETING

IMPORTANCE OF MARKET SEGMENTATION

BASES FOR SEGMENTING THE MARKET

BASES FOR SEGMENTATION IN INDUSTRIAL MARKETS
USING SEGMENTATION IN CUSTOMER RETENTION
MARKET SEGMENTATION STRATEGIES

+ CHOOSING AMARKET COVERAGE STRATEGY

« REQUISITES OF EFFECTIVE SEGMENTATION

« ADVANTAGES OF MARKET SEGMENTATION

* LIMITATIONS OF MARKET SEGMENTATION:

» TARGET MARKETING:

» PROCESS OF TARGET MARKETING

» TARGETING APPROACHES

» PRODUCT POSITIONING:

* PRODUCT DIFFERENTIATION

« MARKET SEGMENTATION - CASE STUDY - OVERSEAS HOLIDAYS

Loerming Objective :

After going through this chapeer, you should be able co:
B Explain Marketing Segmentation.

W Describe vatious bases for segmenting the market.

B Discuss Target Marketing.

W Understand Product Positioning and Differentiation.
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INTRODUCTION

An organization or company can not serve all customers in such a wide market.
Each customer is different and diverse in his requirements. So to serve effectively
a company needs to divide the market into different market segments. Customers
have different disposable income. They are, therefore, different in how sensitive they
are to price. By segmenting markets, businesses can raise average prices and sub-
sequently enhance profits.

MEANING OF MARKET SEGMENTATION

Market Segmentation is based on the division of a market into different homoge-
neous groups of consumers. Market represents a group of consumers having com-
mon characteristics but two consumers are never common in their nature, habits,
hobbies etc. A market segment is a sub-set of a market made up of peopie or
organizations with one or more common characteristics. In simple words the pro-
cess of sub-dividing the market is called as “market segmentation.The term “mar-
ket segmentation” is used to sub-divide the market or customers of the product in
order to capture more and more sake effectively and efficiently. Market segmentation
is the process of segmenting a market into a subgroup of people that have similar
needs. For example if you are marketing a chocolate bar, it will attract younger
generation rather than older generation. So you have to target that particular group
for better results.

According to Philip Kotler, “Market segmentation is sub-dividing a market into
distinct and homogeneous sub-groups of customers, where any group can conceiv-
ably be selected as a target market to be met with distinct marketing-mix.”

According to R.S. Davas, “Grouping of buyers or segmenting the market is
described as market segmentation.”

The main objective of the market segmentation is to prepare separate programmes
for all the segments of the market in order to satisfy all consumers to the maximum
possible extent.

Market Segmentation Positioning

1. Identification of custamers' gi!ltdaen’;ggzz"i:na:zr? 'g:;n";:'
needs and market segments —» 6. Development and

2. Develop profiles of : SRAAT
resulting market segments ig:?:;:g of poakipning

v v

identification of Target Markets Marketing Planning
3. Evaluation of attractivity of 7. Development of a
each segment - marketing mix for each
4_ Selaction of target sagment according to the
sagments chosen positian

LEVELS OF MARKET SEGMENTATION
There are four level of marketing:



Segment Marketing: Market segmentation is a process of dividing the market
according to similarities that exist among the various subgroups within the
market. The similarities may be commmon characteristics or common needs and
desires. In other words, market segmentation is the process of dividing the
total heterogeneous market mto several markets, each of which similar wants,
purchasing power, geographical location, buying attitudes. For Example: A
Car could be segmented as Economy cars, Luxury Cars etc.

Benefits of Segment Marketing are:

The company can create more fine tuned product or services offering and
_ price it appropriately for target audience. ,

Choice of distribution channel and communication channel becomes much

easier.

The company also may face fewer competitions in a particular segment.
Niche Marketing: A niche is a more narrowly defined group whose needs
are not well served. For Example, the segments of heavy smokers includes
those who are trying to stop smoking and those who are careless.

Features of niche marketing:

. Kotler and Keller broadly identified the following distinguished characteristics of
niche marketing:

The customers in the niche have a distinct set of needs.

They will pay a premium to the firm that best satisfies their needs.

The niche is not likely to attract other competitors.

The niche gains certain economies through speciakzation.

The niche has size, profit and growth potential.
Local marketing: Local marketing refers to marketing programs are being
centralized to local consumers only. Local marketing is born from the desire
of the storekeeper. The storekeeper wants to distinguish himself from colleagues.
Local marketing is the translation of marketing from the national level to local
consumer needs.

Individual Marketing: The final level of segmentation leads to “segments of
one”, “customized marketing”, or “one to one marketing”. Individual market-
ing is the latest trend of marketing. Individual marketing can be called as
customized marketing or one-to-one marketing. Individuals can directly talk
with the suppliers or the manufacturers for fulfillmg their wants for the required
product. Individual marketing is an extreme form of product differentiation.
Whereas product differentiation tries to differentiate a product from competing
ones, individualization tries to make a unique product offering for each cus-
tomer.

Importance of Market Segmentation:
There are several reasons for which market segmentation is important; some of

these

are summarized as follows:

Market Segmentation,
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Understand the nature of market: Market Segmentation presents an
opportunity to understand the nature of the market. The seller is well known

.about the needs of the customer and he can attract the maximum mumber

of customers by various publicity media.
Allocation of Marketing Budget: With the help of market segmentation
marketing budget is adjusted for a particular region and locality. There is no
need to allocate huge budget where the sales opportunities are limited.
Effective Marketing Program: Market Segmentation helps the producer
to adopt an effective marketing programme at comparatively low cost.
Increase in Sales Volume: The producers can increase the sales volume
by segmenting the market.

Expansion of Market: By segmenting the market, a company is able to
create new markets for their products.

Evaluation of Marketing Activities: Market segmentation helps the
manufacturer to find out and compare the market position of the product.
Better Utilization of Marketing Resources: Where the possibility of
selling more products, more resources can be allocated and where there is
fewer possibility of selling the product, fewer resources are allocated.
Benefits to the Consumer: The segmentation benefits the consumers as
the company produces and supplies products that satisfy their needs and
wants. -
Segmentation is the process of partitioning a market into groups of potential
customers who share similar defined characteristics and who are likely to
exhibit similar purchase behaviour. In other words “Grouping people
according to their similarity related to a particular product category”.

BASES FOR SEGMENTING THE MARKET:

Bases for Markoet Segmentation
v } - l
Customer based Prodnct Related Competition Customer
Segmentation Scgmentation tdlcd. Rq:ome
Segmentsation Segmentation
: Product use :
_’ngtq:hn s préce - Hn:;:le Occasion
= | Benstits |
—#| characteristics o  Beuefits —+| Soft coro s User status
scgmentstion loyal i
oy =
L[ iy i |
Psychographic consumed
~# Variable - —
readines

Market segmentation comes about as a result of the observation that all potential
users of a product are not alike, and that the same general appeal will not interest
all prospects. Therefore, it becomes essential to develop different marketing tactics
based on the differences among potential users in order to effectively cover the



entire market for a particular product. A market can be segmented by various bases; Ml Sqpmpminition,

some of these are as follows: , Positio:i::
1. Customer based Market Segmentation
o  Geographic location: The geographic locations of customers help the firm NOTES

in planning its marketing offer. It is based on regional variables such as
region, climate, population density, and population growth rate. Geographic
segmentation involves dividing the market on the basis of where people live.
Divisions may be in terms of neighbourhoods, cities, counties, states, re-
gions, or even countries. Considerations related to geographic grouping may
include the makeup of the areas, that is, urban, suburban or rural; size of
the area; climate; or population. Geographic segmentation offers some im-
portant advantages. Further, geography provides a convenient organizational
framework. Products, salespeople, and distribution networks can all be
organized around a central, specific location.

e Demographic Characteristics: In demographic segmentation the market
i8 divided into groups on the basis of variables such as age, gender, ethnicity,
education, occupation, income, and family status. Demographic segmentation
involves dividing the market on the basis of statistical differences in personal
characteristics, such as age, family, size, life cycle, gender, income, occupation,
education level, religion, race, generation, nationality, social class. For
example, Clothing manufacturers, segment on the basis of age groups such
as teenagers, young adults, and mature adults. Jewelers use gender to divide
markets. y

s Psychographic Variables: Sometimes customers with the same demo-
graphic characteristics may act in an entirely different manner, they may have
different attitude towards risk-takng and new-products. It is based on
variables such as values, attitudes, personality, and lifestyle. In simple words,
psychographic segmentation is based on traits, attitudes, interests, or lifestyles
of potential customer groups. Companies marketing new products, for in-
stance, seek to identify customer groups that are positively disposed to new

o Buyer Readiness: This variable is based on the buyer’s preparedness to
buy a product. At any given time, buyers are at different stages of readiness.
Sometimes buyers are unaware; sometimes they are aware but not inter-
ested etc.

2. Product Related Segmentation:

e Product Use Situations: Different customers may use the same product in |.

different situations. Let’s take an example of cold drink; we can use cold Check Your Progress
drink in different situations like in parties, for the unexpected guest etc. L. What is Market

o Benefits Segmentation: Here, the marketer identifies benefits that a customer Segmentation?
looks for when buying a product. ' 2. Describe Target

e Quantity Consumed: The quantity consumed at any given time has also Marketing.
been the basis for segmentation.

Self-Instructional Material
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3. Competition Related Segmentation:

e Hard Core Loyal: Hard core loyals are those customers who continue to
buy the same brand over and over again.

¢ Soft Core Loyal: Those customers who are loyal to two or three brands
for a product are called soft core loyals.

e Switchers: Those customers who are never stick to a brand are called
switchers.
4. Consumer Response Segmentation:

¢ Occasions: Acoordmgtotheoccas:onsbuyusdevelopamedtopurchase
a product or use a product. It can help the firms to expand product usage.

e Benefits: Buyers can be classified according to the benefits they look for.

For Example: The basic purpose of a car is transportation but people prefer
different cars because they seek different benefits. The benefits can be of

four types:
L Quality
II. Service
. Economy
IV. Specially
o User Status: Markets can be segmented on the basis of its user status. The
category of users of a product perfume are:
i). Non-user n).Potential User
iii). First Time User iv). Regular User
o Buyer-Readiness Stage: A market consists of people in different stages
of readiness for a product. Various stages of people are as follows:

i). Unaware ii).Aware
ilf).Informed iv).Interested '
e Attitude: Five attitude groups can be found in a market. These can be
distinguished as follows:
i). Enthusiastic ii). Positive
iii). Indifferent iv).Negative
v). Hostile

Bases for Segmentation in Industrial Markets
Industrial markets might be segmented on the basis of following characteristics:
e Location
e Type of Customer
e Behavioral characteristics
Location:
In industrial market, customer’s location may be important in some cases. Shipping
costs may be a purchase factor for vendor selection for products having a high bulk



tovélueratio, so distance from the vendor may be critical. In some industries firms
tend to cluster together geographically and therefore may have similar needs within
a region.

- Type of customer:

The customers may be those who want to purchase for the end use or those who
are looking forward to use the purchase further in production.

Behavioral Characteristics

In industrial markets, patterns of purchase behavior can be a basis for segmentation,
Such behavioral characteristics may include:

e Usage rate
e Buying status: potential, first-time, regular, etc.
o Purchase procedure: sealed bids, negotiations, etc.
USING SEGMENTATION IN CUSTOMER RETENTION

Segmentation is commonly used by organizations to improve their custorner reten-
tion programs and help ensure that they are:

¢ Focused on retaining their most profitable customers
¢ Employing those tactics most likely to retain these customers.

For customers who are deemed “save-worthy”, it’s essential for the company to
know which save tactics are most likely to be successful. Tactics commonly used
range from providing “special” customer discounts to sending customers communi-
cations that reinforce the value proposition of the given service.

Target marketing can be the key to a small business’s success. The beauty of target
marketing is that it makes the promotion, pricing and distribution of your products
and/or services easier and more cost-effective. Target marketing provides a focus
to all of your marketing activities.

Why segment markets?

There are several important reasons why businesses should attempt to segment their
markets carefully:

e Customer needs are different. Creatmg separate offers for each segment
provides better product to the customers.

e Market segmentation can build sales. For example, customers can be
encouraged to “trade-up” after being introduced to a particular product with
an introductory, lower-priced product.

e Customer circumstances change, for example they grow older, form families,
change jobs or get promoted, change their buying patterns. By marketing
products that appeal to customers at different stages of their life (“life-
cycle™), a business can retain customers who might otherwise swrtch to
competing products and brands.

Market Segmentation,
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Market Segmentation Procedure:
STEPI STEPII STEP Il
[ Survey Stage ] { Ansalysmg Profiling Suge]
tage

1. Survey Stage: This stage is divided into two parts:

1. Focusgroupdzscusmonsandm—depthmtervwwswﬂhavxewtogetan
msight into consumer motivation, attitudes, and behavior.

il). A questionnaire is developed according to this insight, which is administered
to a sample group of consumers. The objeetive of this questionnaire is to
collect data on the attributes of the product, brand, usage pattem ofthe
product, customer attitudes towards the product.

2. Analysis Stage: After collecting the data, it is analyzed using factor analysis.

This is used to identify the factors that differentiate customer groups.

2. Profiling Stage: In this stage each group is profiled in terms of demographic,
psychographic, attitudes, and behavior and consumption habits.
MARKET SEGMENTATION STRATEGIES

Depending upon the emerging patterns of market segmentation, homogeneous pref-
erence (showing no natural segments) as in case of soft drinks sale by Pepsi and
Coca-Cols), diffused preference (showing clear preferences as in case of automo-
bile market), and clustered preference (market showing natural segments as in case
of occupation having impact on the types of cicthes wom), a company chooses its
market scgmentation strategy.

A) Undifferentiated Marketing. It is a market coverage strategy in which the
company treats the target market as on and does not consider that there are
market segments that exhibit uncommon needs. The company focuses on the
centre of the target market to get maximum advantage. The feature of ‘one
product-all segments’ calls for presenting one marketing-mix for the target
market. For example, the Coca-Cola Company sells Coke, Limca, Thums-up
etc., and does not distinguish the target audience.

B) Differentiated Marketing: It is a market coverage strategy in which the
company goes for proper market segmentation as depicted by its analysis of
the total market. The company, therefore, goes for several products or several
segment approach which calls for preparing different marketing mixes for each
of the market segment. This strategy is followed by Hindustan Lever Limited
which sells different soaps (Life Buoy, Lux, Rexona, Liril, Pears etc.) and each
of members has its own market. Thus, the company creates segments in the
soap market and not in toiletries market (including soaps, detergents, tooth-
paste, etc.)

C) Concentrated Marketing: It is a market coverage strategy in which company
follows ‘one product-one segment’ principle. The company tries to position its
product in the middle of the segment to attract maximum clientele. For ex-
ample, Ashok Leyland produces large chassis of machine which can be used



for buses and trucks. The manufacturer gets maximum knowledge about the
segment’s needs and therefore acquires special reputation. This strategy can
also help the small company to stand against a large corporation because the
small company can create niches in its one-product one-segment approach by
i - iy

Choosing a Market Coverage Strategy:

An overview of the three market coverage strategies will help to choose one for a

particular company.

Comparison of Market Coverage Strategies:

Focus Undifferentlated Differentiating Concentrated
Marketing Marketing Marketing
Product Onel/Few Many One/Few
Segment Al Many One/Few
Marketing-Mix One Many One/Few

Given the comparison of different coverage strategies, it is easy to locate the rel-
evant strategies as shown in Table.

Comparison of Market Coverage Strategies
Undifferentiated Differentiating Concentrated

Marketing Marketing Marketing
Constrained Firm Resources More suitable Least sutable  Most suitable
Common usage Product Most suitable More suitable  Least suitable
Different need Satisfying products Least suitable Most suitable  More suitable

Given the above table, the firm’s resources and the product’s requirement in its
present form (by all or few) would decide the choice of a particular market-
coverage strategy. Finally, the competitor’s adaptation of a particular strategy should
be considered for deciding company’s own strategy. For example, Coca-Cola starts
segmenting soft drinks market and targets family, Pepsi cannot ignore it because it
would be suicidal for them (segmentation would provide differentiation of products
more easily).

REQUISITES OF EFFECTIVE SEGMENTATION

To be usefill, segmentation of market must exhibit some characteristics that are as
follows:

1. Measurable and Obtainable: The size, profile and other relevant charac-
teristics of the segment must be measurable and obtainable in terms of data.
If the information is not obtainable, no segmentation can be carried out. For
example, customers can be segmented on the basis of their life styles.
Though the information is measurable through AIOD framework, it might
not be obtainable because of time limits or budgetary constraints.

2. Substantial: The segment should be large enough to be profitable. For
consumer markets, the small segment might disproportionably increase the
cost and hence products might be priced too high. This might make the
segment non-profitable. However, for business markets even a single cus-
tomer might mean big business. For example, house construction tekes
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5.

several months. But due to advancement 6f Information Technology, CAD
and CAM have made it possible to take op even smaller segments from
consumer markets.

Accessible: The segment should be accessible through existing network of
people at a cost that is affordable. For example, targeting rural population
could be through Television, Radio, and by opening outlets locally. It might
not be easy to access hilly terrains for actual distribution of products.
Differentiate: The basis of segmentation should be such that it leads to
different segments. For example, if young and old people would not behave
in almost the same way when tempted to eat chips, Ruffie’s Lays would not
have tried the two taryeis as one by combining the segments.

Actionable: The segments which a company wishes to pursue must bo
actionable in the sense that there should be sufficient finance, personnel, and
capability to take them all Hence, depending upon the reach of the com-
pany, the segments should be selected.

General Considerations: Apart from the above requisites, the segment
must have growth potential, be profitable, earn; no unusual risk, and has
competitors who do not fight directly with the product or brand.

ADVANTAGES OF MARKET SEGMENTATION

Market segmentation reflects reality m marketing situation. There may be different
demand curves in different market scgments. There may be certain customer needs
which are not met. This dnalysis can yield profits and prospects for growth. Seg-

mentation ensures higher customer satisfaction and improves effectiveness of the
marketing programme. It offers the following specific benefits:

1.

5.

Understanding the needs of Consumers: It heips the marketer to fully
understand the needs, behaviour and expectations of the consumers of dif-
ferent segments so that precise and clear decisions can be taken.

Better Position to spot marketing opportunities: It helps the marketer
in knowing the habits, tastes, nature etc. of consumers of different markets
to hamess marketing opportunities.

Allocation of marketing badget: On the basis of segmentation, the mar-
keting budget i allocated for a particular region or locality. In regions where
the sales opportunities are limited, a huge budget 8 of no use and so, budget
allocation will be limited and vicei versa.

Meeting the competition effectively: it helps the producer to face the
competition of his rivals effectively by making a deep study of the products,
policies and strategies of competitors in all the segments, which helps in
adopting different policies, programmes and strategies for different markets
based on rivals strategies, policies and programmes.

Effective marketing programmes: On the basis of segmentation, the

manufacturer can prepare and follow different marketing programmes for
different segments to ensure effectiveness.



6. Choosing of advertising media: Segmentation helps in choosing different

media, message and timings for different segments based on the character-
istics of the segmenits.

Increasing sales volume: Segmentation helps the producer to know the
demand pattemn of each segment and satisfy it by preparing desired prod-
ucts. This leads to an increase in overall sales volume of the product.

Benefits to the customers: It benefits the customeras producer produces
and supplies goods which serve customers’ interest and” satisfy their needs
and wants.

Better utilisation of marketing resources: More resources can be allo-
cated to segments in which there are more possibilities of selling the prod-
ucts and fewer resources may be allocated to the segments in which there
are fewer possibilities.

. 10. Specialised marketing: Marketing can be more specialised when there is

segmentation as the elements of marketing mix are specially designed to suit
the characteristics of particular segments.

11. Minimises aggregation risk: By dividing the market and designing spe-

cific marketing mix to each segment, segmentation reduces the risk of ag-
gregation ie. the risk of not being able to satisfy customer needs with one
marketing mix to all segments.

12. Provides opportunities to expand market: By segmenting the market, a

- 13. Encourages innovations: Marketers get benefits in focussing the relevant

marketer is able to create new markets for their products.

segment more closely and look for changes in the market requirements.

LIMITATIONS OF MARKET SEGMENTATION:

While market segmentation is a useful process in allowing an organization to aggre-
gate customer needs into distinct groups, it is not a perfect process. Market seg-
mentation has been criticized for the following reasons:

This process imvolves approximating product/service offerings to the needs
of customer groups, rather than providing an individual customized offering,
there is a chance that our customers’ needs are not being fully met.
There is insufficient consideration of how market segmentation is linked to
competitive advantage. At the same time as the product differentiatiori con-
cept is clearly linked to the need to develop competing offerings, market
segmentation has not tended to stress the need to segment on the basis of
differentiating the offering from competitors.

It is unclear how valuable segmentation is to the manager. Suitable pro-
cesses and models to indicate how to measure the effectiveness of market
segmentation processes are not yet available.

TARGET MARKETING:

Target Marketing involves breaking a market into segments and then concentrating
your marketing efforts on one or a few key segments. Target marketing can be the
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key to a small business’s success. The beauty of target marketing is that it makes
the promotion, pricing and distribution of your products and/or services easier and
more cost-effective. Target marketing provides a focus to all of your marketing

In market targeting firm has to evaluate the various segments to decide how many
and which ones to target. Ultimately, managerial discretion and judgment determines
which markets are selected and exploited and which others are ignored. After the

most attractive segments are selected, a company should not directly start targeting
all these segments — other important factors is defining a target market. Four sub
activities form the basis for deciding on which segments will actually be targeted.

The four sub activities within targeting are:

1. The abilities of the company and resources needed to enter a market are defined.
2. The competitors are analyzed on the basis of their resources and skills.

3. Considering the company’s abilitics compared to the competitors’ abilities.

4. Deciding on the actualtargetmarkcts

Obviously, targeting can only be done when segments have been defined, as these
segments allow firms to analyze the competitors in this market.

Why is target market important to market segmentation?

It’s important to remember that the focus of marketing is people. The term “target
market” is used because that market-that group of people-is the bull’s eye at which
you aim all your marketing efforts. All businesses need to study and develop a
thorough knowledge of the importance of target markets.

There are many ways to conduct market segmentation rescarch, but the most
common involves first determining the target market’s demographic characteristics.
This in turn reveals many psychographic and behavioural characteristics. Using age
to reveal generation and life stage is just one example.

Target marketing conserves your small business resources for marketing to the
people most likely to buy what your business sells. In this day and time, you can’t
afford to waste any resources. You need to get as mmch return from your marketing
mvestments as possible. Targetmgenablesyoutosellnmreprodumandserv:m
with fewer marketing resources.

For example, the market at large includes people of all ages, all income levels, all
education levels, all social classes, all lifestyles, and all types of oocupations.

But you can’t market to all these people at once. They are just too different. So
you have to pick a specific group of people from the market at large and market
specifically to them.

PROCESS OF TARGET MARKETING

After the process of segmentation the next step is for the organization to decide bow
it is going to target these particular group(s). There are three targeting options an
organization can adopt.


http:analy.re

1. Undifferentiated marketing - Sometimes referred to as mass marketing
the firm may decide to aim its resources at the entire market with one
particular product. Coca Colas original marketing strategy was based on
this form. One product aimed at the mass market in the hope that a sufficient
amount of buyers would be attracted.

undifferentiated marketing

o -

2. Differentiated marketing strategy - Where the firm decides to target
several segments and develops distinct products/services with separate
marketing mix strategies aimed at the varying groups. An example of this
would be airlme companies offering first, business (segment 1) or economy
class tickets (segment 2), with separate marketing programmes to attract the
different groups.

pifferantiatad marketving

3. Concentrated Marketing: Where the organization concentrates its market-
ing effort on one particular segment. The firm will develop a product that
caters for the needs of that particular group.

Concantrated marksting

TARGETING APPROACHES

Four differing approaches can be considered. These inchude undifferentiated, differ-
entiated, concentrated or focused, and customized target marketing approaches.

Undifferentisted
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1) In an undifferentiated approach there is no description between market
segments, and instead the market is viewed as one mass market with one
marketing strategy for the entire market. Although very expensive, this tar-
geting approach is often selected in markets where there is limited segment
differentiation.

2) A differentiated targeting approach recognizes that there are several
market segments to target, each being attractive to the marketing organiza-
tion. As such, to exploit market segments, a marketing strategy is developed
for each segment. For example, the clothing brand Levi’s uses multiple

- marketing strategies to target the trendy/casual, the price shopper, the tra-
ditionalist, the utilitarian, and the mainstream clothing shopper. A disadvan-
tage of this approach is the loss of economies of scale due to the resources
required to meet the needs of many market segments.

3) A concentrated or niche-marketing strategy recognizes that there are
segments in the market, but implements a concentrated strategy by focusing
on just a few market segments. This is often adopted by firms that either
have limited resources by which to fund their marketing strategy, or are
adopting a very exclusive strategy in the market.

4) The final approach is a customized targeting strategy in which a market-
ing strategy is developed for each customer as opposed to each market
segment. This approach is more predominant in B2B markets (e.g. market-
ing research or advertising services) or consumer markets with high-valie
highly customized products (e.g. purchase of a custom-made car). For
example, a mamfacturer of industrial electronics for assembly lines might
target and customize its product differently from Nissan, Unilever, and Levi’s,
given the differing requirements in assemblylmcpmccss&s for the manufac-
ture of automobiles, foodstuffs, and clothing.

PRODUCT POSITIONING:

We know that all products do not appeal to all income groups or age groups, unless
they are meant to satisfy basic necessities. A manufacturer can thus use the need-

oriented segmentation.

In positioning, the firm decides how and around what parameters, the product offer
has to be placed before the target consumers. Positioning is the act of fixing the
exact locus of the product offer m the chosen market; it decides how and around
what distinctive feature, the product offer has to be continued and communicated
to the consumers. Positioning involves ascertaining how a product or a company is
perceived in the minds of consumers. Product positioming involves creating a unique,
consistent, and recognized customer perception about a firm’s offering. A product
or service may be positioned on the basis of use or application, user, class, price,
or level of quality. It targets a product and product needs at specific prices for
specific market segments. The same product can be positioned in many different
ways. Positioning is important because it is the means by which goods and services
can be differentiated from one another. Positioning encompasses two fundamental
elements. The first element concerns the physical attributes, the functionality and
capability that a brand offers. The second positioning element concerns the way in



which a brand is communicated and how consumers perceive the brand relative to Muis i"fé":;‘;’i‘;’;

other competing brands in the marketplace. Positioning
According to Kotler, “Positioning is the act of designing the company’s offering ‘
and image to occupy a distinctive place in the target market’s mind.” NOTES
According to James L. Hesket, “Product positioning is the process of identifying
the needs of market segments, product strength and weaknesses and the extent to
which competing products are perceived to meet the consumer needs.”
Pesitioning is the act of designing the company’s offering and image to occupy the
distinctive place in the minds of the target market. The goal is to locate the brands
in the minds of consumers to maximize the potential benefit to the firm.
The common framework for product positioning is taken from a series of questions.
You can position a product using a positioning statement that answers these impor-
tant questions:

e For whom is the product designed?

e What kind of product is it?

e What is the single most important benefit it offers?

e Who is its most important competitor?

¢ How is your product different from that competitor?
e What is the significant customer benefit of that difference?

Positioning is the act of designing the company’s offering and image to occupy a
distinctive place in the target “market’s mind. The end result of positioning is the
successful creation of a market-focused value proposition, a cogent reason why the
target market should buy the product.

Each company must decide how many differences to promote to its target custom-
ers. Many marketers advocate promoting only one central benefit and Rosser Reeves
called it as “a unique selling proposition”. Number one positioning includes “best
quality”, “best service”, “Lowest price”, “best value”, “safest”, “more advanced
technology” etc. If a company hammers away at one of these positioning and
delivers on it, it will probably be best known and recalled for this strengths.

Not everyone agrees that single-benefit positioning is always best. Double-benefit
positioning may be necessary if two or more firms claim to be best on the same
attribute. There are even cases of successful triple-benefit positioning.

As the companies increase the number of claims for their brand, they risk disbelief
and a loss of clear positioning. In general, a company must avoid four major

positioning errors. Check Your Progress
1. Under positioning: Some companies discover that buyers have only a | | - What 40 you mean by
h . . i the term Product
vague idea of the brand. The brand is seen as just another entry in a itioning?
rowded marketplace.’ S
¢ ' 4. Define Product
2. Over-positioning: Buyers may have too narrow image of the brand. Differentiation.
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‘The different positioning strategies that are available are:

3. Confused Positioning: Buyers might have a confiused image of the brand
resulting from the company’s making too many claims or changing tfie brand’s
positioning too frequeantly.

4. Doubtful Pesitioning: Buyers may find it hard to believe the brand claims
in view of the product’s features, price or manufacturer.

Solving the positioning problem enables the company to solve the marketing-mix
problem. Thus seizing the “high-quality position” requires the firm to produce high
quality products, charge a high price, distribute through high-class dealers and
advertise in high-quality magazines.

) Attribute Positioning: A company positions itself on an attribute such as
size or number of years in existence.

2) Benefit Positioning: The product is positioned as the leader in a certain
benefit.

3) Use or Application Pocitioning Positioning the product as best for some
use and application.

4) User Positioning: Positioning the product as best for some user group.

"~ 5) Competitor Positioning: The product claims to be better in some way
than a named competitor.

6) Product Category Positioning: The product is positioned as the leader in
a certain product category.

7 Quality or Price Positioning: The product is positioned as offering the
best value.

Objectives of Product Positioning:

The objective of positioning is to create clear position of a product in consumer’s
minds, which differentiates it from its competitors and represents a clear benefit or
value to the customers. Some important objectives of the Positioning are as follows:

1) It creates a distinctive place of a product or service in the minds of target
customer.

2) It places an intangible service within a more tangible frame of reference.

3) It provides a competitive edge to a product i.c. an attempt to transmit
attractiveness of the product to the target market.

4) It helps to develop the services and redesign the existing services.
Determinants of Successful Product Positioning:

The marketing firm that wants to achieve a great success with its product positioning
should fulfill the following conditions:

1. Design creative product proposition: Product proposition means the
offer of advantages accruing from the use of the product. In other words,
it concerns itself with special product features. The proposition to be per-



ceived by the consumers is one, which is desired by the firm proposing. The Wit Npmmsition,

outcome of positioning increases the satisfaction of users and profits of the Pwiﬁo::;
seller through increased sales. If unigueness is shown through creativity, the :
product proposal is bound to be appealing than those of competitors. NOTES

2. KEcxistence of warranted competition: The positioning strategy may be
successful in case, there is competition warranting product positioning.
Positioning is the strategy. Strategy is a counter plan to meet the challenges
of opponents in the field or any odd situation that has emerged. Product

. positioning and repositioning is always done with regard to the product
" positioning or repositioning done by competitors.

3. Sizeable and profitable market segment: Market segments must be
large enough to make it profitable for the mamufacturer or marketer. A
market segment must contain enough people to make a profitable market
and must be identifiable for implementing such a strategy.

4. Sensitive market segment: A sensitive market segment is one that receives
the communication message transmitted by the company and reacts to it.

S. Proper consumer behaviour information: Product positioning assumes
the availability of adequate, detailed and up-to-date information, regarding

the consumer behaviour.
Different Types of Product Positioning Strategies:

1. Attribute Positioning: A company positions itself on an attributes like size
or number of years in existence.

2. Product Features and Benefits Positioning Strategy: Consumers buy a
product when they perceive some promised benefit that would satisfy the
need and that the offer is better or tempting as against other competing
brands. This positioning strategy is implemented by differentiating the brand
from its competitors on the basis of its features and benefits offered.

3. Price-Quality Positioning Strategy: Here positioning is done by focusing
on the affordable/low price of the product and superior quality. Here the
consumer experiences a feel good factor because they are obtaining a quality
product at an economical price.

4, Competitive Positioning Strategy: This is 8 very effective strategy for the
marketer who secks to persuade the consumer that his product is better or
at par with an established competitor.

S. User Positioning Strategy: Products can be positioned according to their
user groups. For Example, beer marketers often position their products as
light and strong beers. '

6. Corporate Brand Positioning Strategy: Here the marketer uses his
company name for brand extension.
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Process of Product Positioning:
Identify the Competitors

4 R
Determining the position of
competitors
v
Analyzing Customer’s choice

y
Making the Positioning Decisions

y

Monitor the Positioning

Process of Product Positioning

1) Identify the Competitors: This is the first step for positioning The mar-
keter must consider all the competitors, as well as the various factors and
situations that affect the consumer.

2) Determining the position of Competitors: Under this step, the position
of competitors is determined on the basis of their attributes. After this de-
termination, the competitors are positioned

3) Analyzing the customer’s choice: In segmentation, consumers are sub-

divided according to their needs, purchase motivations and so on. At this
stage, the choices of the target customers are analyzed.

4) Making the Positioning Decisions: In this step the marketing manager
have to take some decisions. These decisions raise a number of questions
like; #

L The segmentation strategy is appropriate or not?
II. Sufficient resources are available for commmnication or not?
IIl. How strong is the competition?

IV. Is the current positioning strategy working?

5) Monitor the Positioning: After establishing the position, it is necessary to
monitor how well this position is being maintained in the market. This
studies measure the image of the product over time,

PRODUCT DIFFERENTIATION

In marketing, product differentiation (also known simply as “differentiation”) is the
process of distinguishing a product or offering from others, to make it more attrac-
tive to a particular target market. This involves differentiating it from competitors’
products as well as a firm’s own product offerings.

Product differentiation is the process of distinguishing a product, to make it more
attractive to a particular target market. Product differentiation means distinguishing



one product or service from another that you offer. Differentiation is the act of
designing a set of meaningfisl differences to distinguish the company’s offering from
the competitor’s offerings. When using product differentiation to reach your target
market, compile a list of what makes your product better than the rest. Some
sources of product differentiation are differences in quality, price, features, or design
of a product. The purpose of product differentiation is to make your product
different even if it is very similar to competitors’ products. For successfill product
differentiation, you must attain the trust of consumers that your item is the best out
there. :

Successful product differentiation creates a competitive advantage for the seller, as
customers view these products as unique or superior. Product differentiation in-
cludes the physical attributes and features of your products as well as the overall
experience of your customers in doing business with you.

Marketing or product differentiation is the process of describing the differences
between products or services, or the resulting list of differences. This is done in
order to demonstrate the unique aspects of a firm’s product and create a sense of
value. Marketing textbooks are firm on the point that any differentiation must be

valued by buyers. The term unique selling proposition refers to advertising to com- |

municate a product’s differentiation.

In economics, successful product differentiation leads to monopolistic competition
and is inconsistent with the conditions for perfect competition, which include the
requirement that the products of competing firms should be perfect substitutes.
There are three types of product differentiation:

1. Simple: It is based on a variety of characteristics.

2. Horizontal: It is based on a single characteristic but consumers are not clear on
qw. ’.
3. Vertical: It is based on a single characteristic and consumers are clear on its
quality.
The brand differences are usually minor; they can be merely a difference in pack-
aging or an advertising theme. The physical product need not change, but it could.
Differentiation is due to buyers perceiving a difference; hence causes of differentia-
tion may be functional aspects of the product or service, how it is distributed and
marketed, or who buys it. The major sources of product differentiation are as
follows.

o Differences in quality which are usually accompanied by differences in price.

¢ Differences in functional features or design.

e Ignorance of buyers regarding the essential characteristics and qualities of

goods they are purchasing.

e Sales promotion activities of sellers and, in particular, advertising,

¢ Differences in availability (e.g. timing and location).
The objective of differentiation is to develop a position that potential customers see
as unique. Given they target a same group of customers; it is imperative that free
and paid versions be effectively differentiated.
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Differentiation primarily impacts performance through reducing directness of com-
petition: As the product becomes more different, categorization becomes more
difficult and hence draws fewer comparisons with its competition. A successful
product differentiation stntegywillmove your product from competing based pri-
marily on price to competing on non-price factors (such as product characteristics,
distribution strategy, or promotional variables).

Most people would say that the implication of differentiation is the possibility of
charging a price premium; however, this is a gross simplification. If customers value
the firm’s offer, they will be less sensitive to aspects of competing offers; price may
not be one of these aspects. Differentiation makes customers in a given segment
have a lower sensitivity to other features (non-price) of the product

Market segmentation - case study - overseas holidays

Introduction

The UK leisure travel industry is a large, highly fragmented and competitive
market. In total, UK consumers take almost 110 million holiday trips each year.
Segmenting the market

The Overseas Holiday market can be segmented in several ways:

o On the basis of Transportation: The overseas holidays can be segmented
on the basis of transportation i.e. air travel “Air-inclusive Tours” or “AIT”
and other of transport “Non-AIT”. The most significant type of Non-
AIT transportation is “Self-Drive”, particularly to France, Italy and Ireland.

e On the basis of Destination: The most popular overseas destinations for
UK holiday makers are Spain, France, North America, and Greece. Many
of these destinations require air travel as part of the holiday experience On
the other hand with self-drive only being a practical option for certain Westem
and Northern European destinations.

e Accommodation: Holiday accommodation varies enormously. It can be
hotel-based (with a range of catering options), in apartments, villas, holiday
home propexties, mobile homes, tents, boats and other categories.

¢ Flexibility and Customer Management: Customers may prefer holidays
with a high degree of independence and flexibility, with little involvement
during the holiday from the tour operator. At the other end of the spectrum,
many holidays are based around a fixed tour where the tour operator controls
and manages most of the holiday experience.

¢ Duration: Most holidays tend to be taken for either 7 or 14 nights. How-
ever, according to the International Passenger Survey, the fastest growing
segment by holiday duration is for holidays taken for between one and three
nights i.e. weekend and short break holidays.

Product Positioning:

The concept of product positioning in the 21st century is blurred as many of the
companies appear to have no ground or base on which they are really operating.
Compan'nsmopmﬁngw&hshoﬁ-ﬁmgoakmmkeaquﬁ:khwkgndquitsoon
Unlike previous century, where companies successfully positioned their products by
slicing and targeting consumers into right segments, most of the companies today are



positioning their products with no clear strategies. This is because most of the
companies are falling to set specific attributes for their products, services and their
brand image. Most of the companies want to enter just because there is a scope
for penetration and run the business without real long-time objectives.

When we observe the positioning strategies of few brands like ‘Lifebuoy’ or
‘Colgate’, their positioning strategies was clear since their inception. While Lifebuoy
build its brand as a mark of ‘health and hygiene’ product, Colgate positioned its
dental products by offering a ‘cavity protection’. While branding commumicated the
benefits of their products during previous century, today the importance of branding
seemed to have lost its meaning. Similarly, positioning a product became a way of
offering products with cosmetic changes to the existing product categories, rather
than new products. In this context, I recall the words of John Trout who said that
‘Postitioning is not what you do to the product; it is what you do to the mind of the
prospect’. .

SUMMARY

e The term market segmentation is used to sub-divide the market or customers
of the product in order to capture more and more sale effectively and
efficiently. Market segmentation is the process of segmenting a market into
a subgroup of people that have similar needs.

e Segmentation is the process of partitioning a market mto groups of potential
customers who share similar defined characteristics and who are likely to
exhibit similar purchase behaviour.

e Target Marketing involves breaking a market into segments and then
concentrating your marketing efforts on one or a few key segments.

o The term “target market” is used because that market-that group of people-
is the bull’s eye at which you aim all your marketing efforts.

o Target marketing conserves your small business resources for marketing to
the people most likely to buy what your business sells. .

e In an undifferentiated approach there is no description between market
segments, and instead the market is viewed as one mass market with one
marketing strategy for the entire market.

e A differentiated targeting approach recognizes that there are several market
segments to target, each being attractive to the marketing organization.

e A concentrated or niche-marketing strategy recognizes that there are seg-
ments in the market, but implements a concentrated strategy by focusing on
just a few market segments.

o In positioning, the firm decides how and around what parameters, the prod-
uct offer has to be placed before the target consumers.

o Positioning is the act of fixing the exact locus of the product offer in the
chosen market; it decides how and around what distinctive feature, the
product offer has to be continued and communicated to the consumers.

e Product positioning involves creating a unique, consistent, and recognized
customer perception about a firm’s offering.

e Positioning encompasses two fundamental elements. The first element con-
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cerns the physical attributes, the functionality and capability that a brand
offers. The second positioning element concerns the way in which a brand
is communicated and how consumers perceive the brand relative to other
competing brands in the marketplace.

Positioning is the act of designing the company’s offering and image to
occupy the distinctive place i the minds of the target market.

In marketing, product differentiation (also known simply as “differentiation”)
is the process of distinguishing a product or offering from others, to make
it more attractive to a particular target market.

In economics, successful product differentiation leads to monopolistic
competition and is inconsistent with the conditions for perfect competi-
tion, which include the requirement that the products of competing firms
should be perfect substitutes.

ANSWERS TO 'CHECK YOUR PROGRESS'

L.

|

Market Segmentation is based on the division of a market into different
homogenous group of customers.

Target Marketing involves breaking a market into segments and then con-

~ centrating your marketing efforts on one or a few key segments.

3

4.

In positioning, the firm decides how and around what parameters, the prod-
uct offer has to be placed before the target consumers.

Product differentiation is the process of distinguishing a product, to make it
more attractive to a particular target market.

TEST YOURSELF

1)
2)
k)
4)
5)
6)

7
8)
9)
10)

11)

What do you mean by ‘Product Positioning’? :

Discuss various determmants of Successful Product Positioning.

State different types of Product Positioning Strategies.

Explain process of Product Positioning.

What do you mean by Product Differentiation?

What is Market Segmentation? Explain different levels of Market segmen-
tation.

Discuss various bases for Segmenting the Market.

What is the procedure of Market Segmentation?

Why market segmentation is required?

What do you mean by Target Marketing? Why target market is important
to market segmentation?

Discuss various approaches of Targeting.

FURTHER READING

e Kotler & Armstrong, Principles of Marketing Management
e Kotler, Keller; Marketing Management, Pearson Education



Product And

3 Product And proci i

Product Decisions | NOTES

Chapter Includes :

« MEANING OF PRODUCT

» LEVELS OF PRODUCT AND SERVICES

IMPORTANCE OF A PRODUCT

PRODUCT DECISIONS

FACTORS INFLUENCING CHANGE IN PRODUCT MIX
DECISIONS ON A PRODUCT-MIX LEVEL

DECISIONS ON A PRODUCT-LINE LEVEL

DECISIONS ABOUT THE TANGIBLE/PHYSICAL PRODUCT
DECISIONS ABOUT THE INTANGIBLE/AUGMENTED PRODUCT
BRANDING

PACKAGING

+ PRODUCT SERVICES

» PRODUCT DECISIONS FOR SERVICES

+ CASE STUDY OF BRANDING

Learning Objective :
After going through this chapter, you should be able to:
B Define Product.
B Discuss Product Decisions.
B Exphin Branding and Packaging.
B Understand Product Services.
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INTRODUCTION

A product 8 anything that can be offered to a market for attention, acquisition, use,
or consumption and that might satisfy a want or need. It includes physical objects,
services, persons, places, organizations, and ideas. Services are distinguished from
‘physical’ products on the basis of intangibility, inseparability, variability and perish
ability. Services are a form of product that consist of activities, benefits, or satisfac-
tions offered for sale that are essentially intangible and do not result in the ownership
of anything."

Product is a complex concept that must be carefully defined. As the first of the four
marketing mix variables, it is often where strategic plarming begins. Product strategy
calls for making coordinated decisions on individual products, product lines, and the
product mix.

MEANING OF PRODUCT

Product is anything that can be offered by a market that may satisfy the wants of
the consumer. A product can be defined as a collection of physical and symbolic
attributes which yield satisfaction or benefits to a user or buyer. In other words,
product is a combination of physical attributes like, size or shape; and subjective
atu'ilmteslike,mngeorthty

According to George Flsk, “Product is a cluster of psychological satisfactions.”

According to Philip Kotler, “A product is a bundle of physical services and
symbolic particulars expected to yield satisfactions or benefits to the buyer.

A satisfactory proguct & central to the marketing operations m any organization The
product of an organization is an item of its output which is usually offered for sale. '
In case of manufacturing units though products are tangible they can be intangible -
in case of service industries. Thus, an insurance plan of an insurance company is a
product which is a service. ‘Product’ is viewed by different people in different ways.
To the consumer, it is the bundle of perceived benefits that meets his or her needs,
to the production manager, it is the task for thinking as he spends whole time on
thinking about the product; to the advertising agency, it is communication challenge,
to the finance manager, it is a source of finance.

LEVELS OF PRODUCT AND SERVICES

Product can be defined as the end result of the mamufacturing process, which can
beoﬁ'eredtoamarketthatnnghtsatlsfyaneedorwant Product can be viewed
ontlmelevels

Core benofd



Core Benefit: This is the most basic level of the product, which identifies what
consumers feel (What they are getting out of it) while buying the product. It is the
service or benefit the customer i<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>