Module 1

Introduction to Marketing

————%

1.1, MARKETING -

1.1.1. Definition of Market

Market is defined as a group of individuals or
organisations that is interested in purchasing products
and services, is capable of purchasing and has the
permission of law to purchase that product.

According to Cournot, “Economists understand by the
term market, not any particular market place in which
things are bought and sold, but the whole of any region
in which buyers and sellers are in such free intercourse
with one another that the prices of the same goods tend
to be at equality easily and quickly”.

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

According to Pyle, “Market includes both place and
region in which buyer and seller are in free competition

with one another”.

The number of persons, whose needs are not satisfied
but they have the ability to perform the transaction for
fulfilling their requirements, determines the size of the
market.

1.1.2. Meaning and Definition of
Market & Marketing

In a narrow view, marketing is an activity of selling and
purchasing of goods or services. But, the nature and scope
of marketing is a much wider perspective. Along with the
fulfilment of needs and wants related to the sale and
purchase of goods and services, it encompasses the entire
Process of customer satisfaction. Hence, the process
involves identification of consumers’ needs and wants and
fulfilling it to the extent till the customers are pleased and
contented. With the changing marketing environment,
the taste and preferences of the customers are also
changing, Therefore, marketing also considers the
changing requirements of the consumers apart from
providing them with basic products or services. In totality,
marketing comprises of all activities like producing,
interacting, distributing and exchanging products/services
- Which offer value to the customers.

According to William J. Stanton, “Marketing is a
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 Cundiff and- Still, “Marketing is the
business process by which products are matched with
the market and through which the transfers of
ownership are affected”. ' '
According to American Marketing Association (new
definition), “Marketing is an organisational function
and a set of processes for creating, communicating and
delivering value to customers and for managing
customer relationships in ways that benefit the
organisation and its stakeholders”.

1.1.3. Elements -‘Of

Concept

The core concepts related to marketing, considered as

its elements are given below:

1) Needs, Wants and Demands: Needs refer to the
basic necessities of human beings related to their
inherent characters. The need fulfilment criterion
depends upon the cultural and social environment of
the society. For example, shelter is the basic need
of an individual, as one cannot reside on roadside or
on footpaths.

Marketing

Wants refer to the desires for particular things
which are unified with the needs of the individual.
For example, for fulfilling the need of shelter, a
person may desire of a house in a clean locality. In
comparison with the needs, individuals have
numerous wants.

Demands are those definite wants for any product(s)
which are supported by the willingness and ability to
buy them. The purchasing power of the consumers
converts their wants into demands. In marketing, a
marketer is more interested to know about the
consumers having the purchasing power rather than
those who only desire to have a product,
For example, a person may desire of a penthouse by
the seaside, but due to low purchasing power his
demand remains ineffective.
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) Goods-Services  Continnum:  In genceral,
organisational products are a composition of goods
and services. According to the goods-services
continuum, some products may have cither tangible
(e.g., sal) or intangible  (e.g., teaching)
characteristics. However, there are some products
which provide both goods and services at the same
time, like travelling via airplane, The position of
product on the continuum enables the marketer to
spot potential opportunities,

Products: Product is anything that is offered for
sale. Tt is a process where a thing is produced as «
result of labour, growth, thought, or activity, A
product can be anything, a service or even an item.
It may be produced immediately or gradually. It
may also be a resultant of mental efforts or an
unconscious effort such as seasonal fruits, by-
products, etc. In marketing, product is anything
tangible or intangible in nature, which is offered for
consumption in order to satisfy consumer needs.
For example, in manufacturing, product is brought
as a raw material and sold as a finished good,
which is further distributed in the market to satisfy
customer needs and wants, While in retailing,
products are known as ‘merchandise’.

Utility: In economics, utility is an important
concept which is related to marketing. The term
utility is a measure of absolute desirability, or
consumption, or satisfaction towards a particular
product. It explains the ability of goods or services
to saiisfy the needs and wants of the consumers.
The measure of utility helps to identify the increase
or decrease in the level of utility. It may also be
used to explain the economic behaviour in the form
of number of attempts required to increase a
product’s utility.

They are as follows:

i) Form Utility: The process of product planning
and development combines to create form
utility.  This involves various stages from
converting the raw material to the development
of a finished product. Finally, the form defines
the utility of the product.

i) Time Utility: Time utility occurs when the
product is made available to cater the
consumer’s demand at his/her time of desire,
This can be made possible when the goods
manufactured are delivered through proper
channels at right time to the final destination,

i) Place Utility: Availability of a product at right
place, keeping in mind the convenience of the
customer, creates place utility. This can be
done by providing the product at the place,
where it is required the most by using different
channels of distribution.
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iv) Ownership Utilitys When 4 seller foyyq
transfers his ownership OVEr prodicts fo g
buyer through a sales Operalion, tonterg,,
wiility is created. ‘The products retmain liabils g,
the producer, retailet of selles until i 4,
purchased by someone else.

Customer Value: Value refers to the weathy o
usefulness of goods or services, The best definitios,
of value from consumer’s perspective y (he
difference  between  a  potential  Cistener
evaluation of the benefits and costs of one prodag
in comparison to others. The value can te
generated only when product and user o
together. Therefore, the level of value generated i
determined in terms  of - high satisfaction
satisfaction or dissatisfaction, It also affects fhe
customer  decision-making  and  longtery
relationship with the organisation. ;y‘ using the
formula given below, value can be calculated:

Benefitsberivingfonn

a Presboct
Customer Ferceived Value = — - —
Censt of Acaiiting

the Prectuct

From the above equation, it can be concluded that the
value from a product is only created, when the
perceived benefits are more than the actual cost of the
product, Another crucial factor for value creation i
that the value of firm’s product should also be trore
than the competitor's product, Applying this equation
has proved beneficial to marketers.

Cost, Satisfuction and Quality: It general, cost is
the amount paid to buy or obtain goods or services

In marketing, cost i the estimated price of the
product which is paid to satisfy one’s needs at the
lowest possible cost of ownershitp or usefulness

Satisfaction is an attitude towards a particular
product or service after its consumption. A
consumer fecls satisfibd when hisfher needs meet
their expectations. Customner satisfaction is the
central focus of all marketdrs, It also helps 1o
predict the  future  buying intentions of the
consumers, For example, when a customer feels
satisficd after consuming a particular produgct, then
he/ she shares his/ her experience with others, alio
known a positive word-of-miouth, Whereas, an
unsatisfied customer who wants to awitch over to
another product will also share his/her experience,
which is known as negative word-of-mouth.
Quality is the distinctive attribute of a product of
service which i perceived by the consumers, It 9
largely based on the level of satisfaction teceived
by the customer. With the changing trends, many
organisations have introduced the concept of Total
Quality  Management (TOM).  This lielpr,  the
organisation to constantly improve their quality and
keep satisfying their customers,



7y Exchunge snd Transuctions: The basic nature of
matketing sctivity is the exchange of products and
services with the objective 10 satisfy consumer needs
and wants, Exchange is the process of scquining a
desired product by giving poods or services of the
same value Inoretan, I tenms of yarketing, s a
social concept, Ususlly, the exchange process takes
place when both partics involved are meant (o be
agreeable on the terms and conditions related 10
exchange, When an exchange pets completed, then it
i known as ‘transaction’,

Needs=s Wants=sDemand=s xchanpe - OfferR
of sale

f <= Research
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Fignre 1,13 Needs, Wants, Demand, and
Lxchunge

The basic unit  of exchange 15 transaction,
Transaction is an act of exchanging goods and
services between two parties, It can be in form of
money or barter, The transaction activity comprises
of severdl elements Jike exchangeable units of
value, mutual agreement, time of agreement, and
place of agreement, This agreement is implemented
and supported by legal system under the transaction
Process,

%) Relationship  Marketing & Networks: An
integrated marketing activity that aims to identify,
develop and manage long-term relationships with
Jarge number of customers individually is known as
relationship marketing, Relationship marketing is
4 Jong-term  relation  between marketers  and
different  parties, viz,,  CUslOINCIs, suppliers,
distributors, ete, 1t acts as a unigue company asset
which is also known as a network of mutually
beneficial business relationships.

A network is the channcel relationship between the
organisation and its key stakcholders. The
stakeholders can be in the form of suppliers,
employees,  CUsLOIMCTS, channel mcmbgrs.
advertising  agencies,  cle. In the competitive
environment, more than being competent as an
organisation, one must have an effective marketing
network,

9) Market: In general, market is a placc where a sum
total of all buyers and sellers of a region or area
collect o exchange goods and services, €. fruil
and  vegetable  markel, in terms of marketing,
‘“Snarket’ is o group of consumers oF firms who want
10 purchase a product arc capable of purchasing the
same product and the ownership of such product is
permitted by law.

10) Marketers: In an organisation, marketer is a person

who iy responsible for recognising. the goods and
services required by the group of consumers and

then marketing those goods and services on behall of
the orpanisation. A person, whose duty is to sell
poods and services in a market where only specific
commodities are sold, is known as a marketer. In
general, marketer represents an organisation which
serves a market of end-users. The relevant products
and services required by the end users are directly
sent by the organisation and the competitors through
marketing intermediaries. The environmental forces
and respective intermediaries also impact the relative
effectiveness of the organisation.

1.1.4. Consumer Needs

Needs refer to the basic necessities of human beings
related to their inherent characters. The need fulfilment
criterion  depends upon the cultural and social
environment of the society. For example, shelter is the
hasic need of an individual, as one cannot reside on
roadside or on footpaths, ‘Need’ is something hidden in
the personality of a person. The tendency of people to
satisfy such needs can be regarded as the first step of all
the marketing activities. The procedure of satisfying the
need of the person depends upon the cultural value of the
society in which the person lives. Therefore, the need for
self-fulfilment differs from one society to another and
thus, can be attained either by sacred atonements or
through the pursuit of creative endeavours.

1.1.4.1. Characteristics of Needs

Following are the basic characteristics of needs:

1) Needs are Dynamic: Satisfaction is a temporary
phenomenon as needs are never satisfied
completely. For example, the need of hunger does
not end when we eat something; it arises again after
a while. Thus, a new need emerges when the old
one gets satisfied. People tend to find social
companionship when their basic physiological
needs are fulfilled. Therefore, it can be said that
daily life is a continuous process of need fulfilment
and needs are ever-changing.

2) Needs Exist in a Hierarchy: Though there can be
more than one nced at a particular point of time,
some of them have greater importance. For example,
a candidate might feel thirsty or hungry during an
exam, but his need for achievement will have higher
priority and will thus overcome his need for hunger.
In this way, various nceds activate simultancously
and affect people’s attainment, usage and disposition
behaviours. For example, people visit restaurants for
dinner satisfying a range of needs including
stimulation, hunger and companionship.

3) Needs are Internally or Externally Aroused:
Some needs are aroused externally while some are
aroused internally. For example, smell of pizza
coming out from a restaurant may affect the
perception of a person regarding food.



T AR LT ARR W - - -

1.1.5. Functions of Marketing

Ditterent tunctions of marketing are as follo
1) Market Information: The basic task 0

l))
*—

wS:
£ marketing
is to identify market information in the form of
consumer needs. wants, and demands. The study of
market information enables the marketers t0 design
offective marketing strategies. This analysis helps
(o determine the internal strengths and weaknesses
of the firm and evaluate the macro-environment of
the target market. Further, this information is used

in segmentation ot the market.

Research: Another important task of marketing is
research. This enables the target market to collect
required information for decision-making. The
research process involves identification of gjze
culture. genders, belief, behaviour, needs and wants ot,”
target market. This forms the basis of product
development to fulfil the consumers’ needs.

Buying Function: Buying is also a significant task of

marketing to procure quality raw material for
production function. This function is accomplished by
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the purchase and supply department of the
organisation. But the description and specification of
the material is directed by the marketer. Hence, while
designing the product for target market, the marketer
must buy all materials essential for the production.

Market Planning: This task of marketing involves
planning for production decisions, promotion
decisions and other relevant activities. The main
purpose of market planning is to achieve the
desired goals of the organisation through capturing
targeted market, expanding market presence or
through increasing market share.

Exchange Function: Exchange task of marketing
involves the buying and selling activities. It makes
sure that the required products and services are
available to consumers in adequate quantity. The
measures like sales promotion, personal selling and

advertising assist the exchange function to sustain
in the market.

Product Designing and Development: The
purpose of product design and development is to
make the product better and more attractive. In
accordance with the changing market environment
and consumers’ preferences, the product should be
cost-effective along with high-end quality, style,
appearance, suitability and design. All these factors
influence the consumer’s buying decision. Hence,
product development is very crucial in marketing.
The product development process comprises of
various stages where the consumers’ needs and
wants are identified and accordingly the product is
developed. The product can also be maintained by
conducting its performance evaluation. All this is
done to capture a large share of target market.

Production: This task is managed by the
production department. Even though, many
associated production activities are undenaken. by
the marketing department like product testing,
techniques used, packaging, etc. All this is done to
assure that the product meets the needs and wants
of the target market.

Promotion: Promotion is one of the key tasks (?f
marketing. After production, the final prodpcl is
launched in the target market for sale. It is the
responsibility of marketing department to'promote
its final products and communicate with its target
‘market about the product. This requires the
marketer to adopt certain promotional methods to
reach its consumers such as advert'{smg, sales
promotion, personal selling, public relations, etc.

Standardisation and Grading: Marketers also
perform standardisation and grading function. In
standardisation function, products are developed
under specific guidelines which meet out the set
quality and quantity throughout the production.

15) Customer Support:

15

This helps to maintain the consistency and
homogeneity in the product. In grading function,
the final products are grouped into various
categories on the basis of their characteristics. The
standard measures used for grading depend upon
the size and weight of the product. Marketers may
also use grading for pricing of products.

10) Pricing: Pricing is the process of determining the

value which the company will receive in return of
its products and services. Marketers are responsible
for designing of pricing policies and systems. The
price of product is usually based on the product life
cycle and performance of the product.

11) Distribution: Distribution system plays a significant

role in marketing. It helps to move goods from the
production house to the final destination in stipulated
time. Different modes of transportation are used to
reach the target market like air, water, rail, road, etc.
Marketers also decide the type of intermediary being
used in the distribution channel along with their
motivation and incentive plan.

12) Packaging, Labelling and Branding: The tasks of

packaging, labelling and branding are also performed
by marketing department. Packaging refers to the act
of designing a product package. While, labelling is the
process of mentioning the general information about
the product on the package. Both these activities are
used as a source of promotion by the company.
Branding provides a unique name to the product
another than its generic name. For example, hair oil
is the generic name of the product whereas “Dabur
Amla” is the brand name. Branding is also important
in services marketing.

13) Financing: In marketing, financing provides credit

to its consumers and channel members. Financing
is that part of marketing which generates income
for the business. It helps in raising capital for start-
up activities of the business and also for its growth
and sustainability. It also acts as a mode of
payment for the customer’s purchases.

14) Risk-taking: Risk-taking is another key task of

marketing. Marketers take risk in producing and
marketing of products and services which
consumers may or may not purchase in future.
Here, marketers are uncertain about the buying
decisions of the consumers.

Marketers also perform
customer support function, which handles and
manages customer queries and complaints. These
support functions comprise of pre-sales queries,
post-sales services, grievance handling services,
complaints handling services, financial and credit
services, etc. For example, service warranty of
mobile devices after it has been purchased, is a
marketing function of the organisation.
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1.1.6. Importance of Marketing

has converted numerous management
and practices into reality such as flat
structure, flexible manufactur.mg
rds customer Service,
portant to different

Marketing
thoughts
orgz’misalional ‘
systems, high involvement towa
ete.Therefore, marketing 1S 1m
people in different ways.

Some of them arc as follows: ; .
1) Importance to the Marketers: Marketing 1S

jimportant for the marketers in following ways:

i) Financial Success: The success of an
organisation  largely depends  upon the
cffectiveness of marketing - the products or
services. Other organisational functions such as
finance, operations, accounting are worthless,
if the demand for the product or services is not
significant. Hence, marketing acts towards
profit-maximisation while other functions are

cost-based.

ii) Marketing is often the Route to the Top:
Like other top positions in an organisation,

people related to marketing are also titled to

the post as Chief Marketing Officer. The
CMOs are very much similar to the chief
finance officer or chief strategy officer.
Marketing activities and strategies are a part of
every annual report presented by the

organisation. Marketing is considered as the

most vital and significant part of the entire
organisation.

iii) Enhances Sales: Other than promoting the
products and services, marketing is also
responsible for keeping up the sales volume of
the product. It is the role of marketing'
executives to recognise the preferences and
demands of the consumers and present them
the best product. For all this, marketing
integrates with communication mix to relate
with the customers in an effective way.

iv) Develops Company’s Image: Marketing plays
a significant role in building the company’s
image. This can be established through brand
name, logo, caption, brand image and tagline
which is viewed and perceived by the
customers via television commercials.

v) Major Component of Product Pricing:
Mafkgting is an important component for
dchmg the price of the product, as a major
portion of the price is related to the marketing

activities like promotion, product designing,
market research, etc.

Onc_ pf th_c biggest issues of product pricing
decisions Is to reduce the product cost without
compromising with the marketing objectives.

2) Importanc

MBA First deneases
rs: Following points

cOnsumc . N
e to the marketing for the

reflect the importance of

consumers:
i) Availahili‘ty
of marketing
technology has
variety of products

of Global Goods: Thc_ integration
activities with the information
ided the consumers to access
from different countries

globally. Different tools like wch.site‘s, ‘Online
communities, e-mails, SMS, e-businesses, etc.,
are used by marketers tO reach _glolml
customers and facilitate cxchﬂnge'. With the
advanced technologies, one can casily compare
different global products and make a final

decision for purchase.

ii) Promotes Product Avyz?reness: The m?i.n
source of product recognition and awareness is
through marketing. This hg]ps the customers to
uplift their standard of ll_vmg. Nf’ one ever
thought of technologies like mobllcs_ phO{les
and laptops to be the part of Qally h.fe,
Marketers are the initiators of these mnnovative

products in the market.

Creating Utilities: Different utili.ti‘e.f» are
developed through marketing. Major utilities are
time utility (arranging the product at required
time), form utility (changing the raw material
into desired form of final product), information
utility (informing about required product
available at a particular place and at reasonable
price), possession utility (by transferring the
ownership authorities), and place utility (making
product available to the customer).

iii)

3) Importance to the Society: Society gets benefitted

from the marketing in following ways:

i) Protection against Depression: Depression is
a situation where large number of sellers offer
homogenous products in the market. Marketing
facilitates the availability of variety of products
at reasonable prices, thus avoiding the
depression situation.

ii) Job Opportunities: Marketing provides
several job opportunities to the society like
advertising, personal selling, marketing
research, logistics, product design, retailing,
packaging, media relations, event management,
market analysis, etc. Other than these
opportunities, non-commercial job
opportunities also have wide scope such as
social marketing, ethical marketing, advocacy
marketing, cause marketing, etc.

iii) Availability of Various Products: Without
marketing, there would have been no customer
preferences. Marketing offers a wide range of
products and services to consumers with
different tastes and preferences.
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1.1.7.

Marketing versus Selling

Following points highlight the differences between selling and marketing:

Basis of Difference

Selling

Marketing

1) Emphasis

In selling, emphasis is given to the product.

In case of marketing, consumers” nesds zand wamls
are emphasised.

2) Approach

Traditionally, selling approach involves
manufacturing and then sales of the
product.

In marketing approach, first the needs and wams of
customers are identified and then the product 25
delivered.

3)

Primary and
Secondary Motive

The primary and secondary motive of
selling is sales and company’s satisfaction
respectively.

In marketing, the primary motive s 10 satis]

e

L
W (.é'
\

customers and secondary motive is 1o meet
consumers’ expectations.

4

Orientation

It is a sales-volume oriented process.

It is a profit-oriented process.

3)

Planning

It is a short-term plan based on prevailing

It is a long-term plan based on the tzsies znd

products and markets.

preferences of the consumers.

6) Need Priority It focuses on the needs of sellers.

It focuses on the needs 2nd demands of consrmers.

7) Philosophy
generation.

Business is considered as a source of profit

Business is considered zs a way 1o sansfy comsumer
needs.

8) Technology
technology with limited costs.

Selling process is based on existing

Marketing process is based on supenor technology
to provide better value and innovative procducs 1o
customers.

9) Work Delegation |Different departments perform

individually, with distinct objectives.

There is common gozl to 211 depantments znd ey
work as a team.

10) Price
Determination

Price is determined by manufacturing costs. |Price is determined by consumers. i.e_, marier

11) Customers

last link.

In selling, customers are considered as the

In marketing, customers are consaderad to bz the
prime link.

1.1.8. Marketing to the 21* Century

Customer: Current Trends

The 21" century has seen the advent of the new
economy, thanks to the technology innovation and
development. To understand the new economy, it is
important to understand in brief characteristics and
features of the old economy. Industrial revolution was
the starting point of the old economy with focus on
producing massive quantities of standardised products.
This mass product was important for cost reduction and
satisfying large consumer base, as production increased
companies expanded into new markets across
geographical areas. The old economy had the
organisational hierarchy wherein top management gave
out instructions which were executed by the middle
manager over the workers.

In contrast, the new economy has seen the buying
power at all time, thanks to the digital revolution.
Consumers have access to all types of information for
Product and services. Furthermore, standardisation has
!)een replaced by more customisation with a dramatic
Increase in terms of product offering. Purchase
experience has also changed as well with the
ntroduction of online purchase, which can be done 24
X7 with products getting delivered at office or home.
Digital revolution has increased speed of
communication by mobile, e-mail, SMS, etc. This helps
Companies take faster decisions and implement
Strategies more swiftly.

Digital revolution and 21% century have made
companies fine tune the way thev condoct their
business. One major trend observed is the nes=d of
streamlining processes and systems with the focns on
cost reduction through outsourcing. Another trend
observed in companies is, encouragemeni
entrepreneur style of work environment with glocz]
(global-local) approach. At the same time, market=rs of
companies are looking forward 1o building long-tzrm
relationship with consumers.

This relationship establishes platform understanding
consumer needs and preference. Marketers are looking
at distribution channels as partners in business and not
as the customer. Companies and marketers are mzking
decisions using various computer simulated modzls. To
summarise 21% century marketing is a challenge. which
is to keep-up pace with changing times. Some types of
current and emerging trends in marketing are following:
1) Networking Marketing/Multi-Level Marketing
(MLM): It is a marketing strategy where sales
personnel are not only remunerated for sales
generated by them but also for sales generated by
those sales personnel whom they recruit. This
forms multi-level distribution chznnel and
remuneration system. Multi-level marketing is also
known as referral marketing, network marketing, or
direct marketing.

2) Viral Marketing: It is generally an internet-based
marketing approach where different pop-ups, bloeg
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Online Marketing: ‘The matketing of products nd
services vid intestiet is called online marketing, Itis
also temed as e-Marketing, Inteinet advertising,
atid Iiternet snatketing, Whitle, web matketing o
web advertising is s web based  promotion of
products atied services,

Retationship Marketing: Pelationship marketing
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10) Duts Warehouses and Data Mining:

1.2, MARKETING CONCEPTS.
EVOLUTION OF MARKETING

1.2.1.
With

organisational phijosophies,
also changing rapidly, ‘The marketing ¢y
approaches which may be used |y
owirds target market for marke
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example,  Mubindra sponsored the Mﬂhm_dra
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-Businessy Inu new economy, c~l)usir1<?ss assists Lo
improye the orgamsauonal process ‘wJuc'h helps 1o
dehiyer value 1o its customers.  F-business also
cpubles  the  grganisation o 11:1de:‘§taxld %hc
significance of electronic means :mq plalt(lu"m which
15 most effective for a particular business. The use of
et fargely helps the ()l'guflisali()n o operate
efficiently, uccurately, economically and provide
costmised  sepyices 10 its  customers,  Several
Organisations have set-up their website in order 1o
promote, conumunicate and  inform s cugmpers
shout their offerings. Not only this, the organisations
also provide intranet facility for its employees and
Cxtranet fucility for its suppliers and distributors 1o
exclange and communicate information.

It acts as a
wiarchouse where all the information related to the
customer s gathered, Here, customer comes across
ditferent  departments  for handling  different
activities Like a customer purchase, a customer-
requested seryice call, an online query, or a mail-jn
febate cand "Ihis information helps the organisation

o analyse und evaluate (he needs and wants of
individual customers,
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1.2.2. Production Concept

The production orientation was introduced during the
industrial revolution in the 19® century and lasted till
the late 1920s. This concept is based on the law that
“supply creates its own demand”. Under this
orientation, consumers’ tastes and preferences are not
considered while producing goods and services. Earlier,
it was believed by marketers that the goods produced by
them will be sold as per the consumers” requirements.

Based on the law that “supply creates its own demand”,
it is assumed that with the increase in production and
distribution activities, the sale of products and services
also increases. This concept is very old and is
implemented only in limited situations. For example, if
a firm wants to cut-down its cost of production then this
can be done by increasing production of goods and
services. This will generate economies of scale and
reduce the cost of products. In a similar way, the
disequilibrium between the demand and supply can be
managed by applying production concept. With high
demand, the prices of products also start increasing
which leads to high profits.

The organisations following production orientation
assume that if products are of low cost then they can be
offered at various locations and marketers will not face
any problem. In consideration with above statement,
organisations focus on low cost of production and wide
distribution network. This process involves large scale
of production which is a crucial problem for the
organisation. It is not always necessary that customers
will buy cheap goods and services, whenever offered.
This orientation is very useful in banks, hospitals, and

industries producing convenience products.

Product Concept
all about providing good

th attractive features to

1.2.3.
This marketing concept is
quality products and services Wi
consumers at reasonable prices. It helps the sellers to
focus on products considering  their anhty,
performance, innovative features, etc. Along with all
these standards, it is also important to look after the
design, packaging and better diSlribl}liOﬂ channels so as
to appeal more customers. The major problem of this
concept is marketing myopia, because of which the
organisation ignores other alternatives and 1ts
competitive advantages present in the market. Based on
the concept, it is believed by many organisations t}-lat
customers can be easily attracted by  good quality
products and services. This concept evolved on the
basis of thinking that quality of goods lfirgely attracts
the customers. As a result, all the marketing efforts are
used to increase the quality of 2 product.

‘product orientation’

Th isati usin
€  organisations g ers rely on the

automatically assume that consum

(¥

products of high quality. Therefore, organisaticns put
all their effort, time and money to bring out new and
innovative products and attain product excellence. But.
in reality, good quality is not the only factor responsible
for attracting customers and mzking them buy the
products or services. Other important factors affecting
the buying decisions can be price of the y:rcd‘w:g.
availability of product, etc. The monthly or yearv
budget of a customer gets disturbed due to availability
of quality products at high prices. Thus. focussing only
on the quality aspects of the product is not considered
as an effective marketing approach.

There is a remarkable difference between ‘product
orientation’ and ‘production orentation’. Production
orientation is about capturing the market and making
profit by producing large amount of goods at low cost.
While, product orientation seeks to achieve the same
objective through product excellence which involves
high-quality products, improved features, attractive
designs, etc. In short, the product concept of marketing
deals with the product and its related features to win the

market.

1.2.4. Selling Concept

From the late 1920s till the mid of 1950s, the sales
orientation or concept was widely used as the
management philosophy. This approach involved
larger-scale selling and promotional activities related to
products and services. The main aim of this concept
was to attract large number of customers. In general.
there are many products which consumers do not
normally purchase, but are produced by the firms.

Therefore, sales concept is used to attract such
customers. It involves high amount of risk, because
organisations need to sell the product whether it is liked
by the customers or not. In case the product is not liked
by the customers, it may tamish the goodwill of the

organisation.

The sales orientation suggests that the customers’ can
be attracted towards the product. It is also believed that
goods are not bought but they have to be sold.
Consequently, the organisations focus on their efforts
towards communicating and attracting customers. They
follow the philosophy ‘selling what you have’.

The concept also suggests that by making continuous
attempts marketer can sell anything to the customers.
But this may not be applicable in all situations, as
marketer can attract customer to buy a product once. It
is not necessary that the customer will buy the same
product each time. This may prove as a disadvantage to
the organisation. Hence, sales concept is a short-term
concept, which cannot be used to achieve long-term

goals.
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1.2.5. Societal Marketing Concept

During the 1980s and 90s, several modifications t_ook
place in the marketing concept. These modifications
were specifically based on the understanding of
consumers’ needs and developing products as per their
requirements. This new concept of marketing is known
as ‘societal marketing concept’, as it also deals with the

concept of social welfare other than satisfying
consumer needs. Society
(Human Welfare)
Societal
Marketing
Concept
Consumers

Organisation
(Profit)
Figure 1.2: Societal Marketing Concept

(Satisfaction)

Societal marketing orientation is a rational concept of
marketing where good marketing decisions are taken in
relation with the company’s requirements, consumers’
wants and long-term interests of the society. It is also
associated with the philosophies of sustainable
development and corporate social responsibility.

This concept states that organisations should first
identify the interests, needs and wants of target markets,
then design effective strategies to fulfil their
requirements, and apply these strategies in such a way
that along with customer satisfaction the society’s
improvement is also achieved. Whereas, pure marketing
concept creates conflict between long-run welfare and
short-run wants of consumers. Societal marketing
orientation is the advanced form of marketing concept.
This concept is not just about customer satisfaction
only. Its main aim is to provide social welfare to the
general public. For example, a generator set
manufactured by a company, provides electricity back-
Up which will satisfy the customer needs, but in return

Will cause environmental pollution, ignoring social
welfare.

With the help of social welfare, organisations can
develop higher standards of living and pollution-free
environment. Therefore, all the marketing efforts made
by the Organisations are focussed towards customer
satisfaction and social welfare. For attaining long-term
Profit, organisations generally implement this concept
of Marketing, This concept directs the organisation’s
marketing plan towards the long-term welfare of the
society as a whole. Along with performing basic
marketing functions like product and service marketing,
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societal marketing focuses on the society at large. Thys,
it aims at satisfying needs and wants of consumers,
organisational goals, and long-term welfare of the

society.
1.2.6. Holistic Marketing Concept: A
New Set of Beliefs

In the 21* century, all top-most organisations t:ollo‘w.a
new set of beliefs and practices known as h011§t1c
marketing’. This concept involves unique markeung
strategies, actions and processes which .are designed,
developed and applied in order to determine the extent
and level of interdependence. Therefgre, holistic
marketing is a step to identify and re-organise the scope
and issues related to marketing. The scope of holistic
marketing involves following set of modern marketing
processes:

1))

2)

3)

4)

Internal Marketing: The basic concept of marketing
has evolved internal marketing. In this strategy,
employees are viewed as internal customers and their
jobs or responsibilities are viewed as internal
products. It focuses on fulfilling the organisational
objectives by satisfying the needs and wants of
internal customers. Thus, interna] marketing is a
continuous process which directs, motivates and

empowers the organisational employees to constantly
provide better customer valye,

Integrated Marketing: In thig Strategy, the marketer
applies integrated marketing Programs in order to
develop, connect and deliver s;j
value. There are varioug types of
which can be used to determine vajye. MecCarthy has
categorised these marketing activities as four g’s f
marketing (product, price, place oo

and promotj
known as ‘markeung mix’. HCHCC p on), also

gnificant customer
marketing activitieg

Performance Marketing; Performanc

OMmpasses the

legal, envirqnmental and socijg] impacts.
the evaluation of marketing activities
management also examines ¢
with the profit/loss statement
the level of customer satisfaction, market g,

quality of products, rate of Customer J]ogg are,
through performance marketing, > Cle,

> the [0
he scorecarg a]0np

In order to dnalysgjg

3

Relationship Marketing: It helps to builg |

term relationships with the key Pﬂ"icipan[:n&
organisation in order to be successfy], Market' of
network is a unique company asset whicp, is Ing
resultant of relationship marketing, The the
comprises of the company ‘anc-i its slakeholderS A
as employees, suppliers, dlslrl_bulors, Custop, ré Uch
agencies, researchers, etc., with whom he 'S aq
relationship has been developed.



1.2.7. Marketing Concept: Modern
Concept of Marketing

Marketing orientation is a customer-oriented concept
it is also known as the modern marketing conceptj
The basic philosophy of marketing concept states that
the objective of an organisation can only be achieved by
acknowledging consumers’ needs and wants as well as

satisfying them. This also helps the organisation to
maximise their profits.

The organisations followed the customer-oriented
concept to develop products which satisfied and
attracted the customers. In the early 1960s, customer-
oriented concept was implemented by the marketing
department of some organisations. Later, these
organisations were known as ‘marketing companies’.

Consumer
Surveys u
‘-
g
(5]
=
6 Research " g
and . o 2.2
%ﬂ Analysis -T} Production gy Distribution (g} Sales PR g é
b o=
<
=
Products
and
Markets [—
Figure 1.3: Marketing Concept: Modern

Concept of Marketing

Under marketing orientation, organisations should
recognise the needs and wants of customers and
produce desired products to satisfy the customers in the
most effective manner than its competitors. Generally,
people misunderstood marketing and selling concepts

as the same philosophy. But there is a difference .

between the two. In case of selling concept, focus ig on
production, promotion and sales of goods and services
to earn profit. Whereas, marketing C(_)ncgpt already ha§
a target market, it only focuses on satisfying customers
needs and wants and developing long-term relaponsmp
with them. Therefore, marketing concept 1S Very
beneficial for long-term goal-oriented organisations.

It is believed by many organisations that through
customer satisfaction, success can be achieved. In
accordance with this belief, only those products and
services should be produced which consumers want or
desire. Subsequently, it can be saic.l that they produce
what they can sell, rather than selling what they hz.we
produced. Following the same concept, markem!g
efforts of the organisation are carried out so as to attain
customer satisfaction. The customer-orlent'ed marketing
is not just about selling of goods and services; rather it

s R

also involves after-sale services. Under this concept,
consumers’ needs and wants are of utmost significance

and organisation tries to fulfil all those needs and wants
of customers.

The marketing orientation also has some limitations. It
aims at satisfying consumers only and ignores the
responsibility towards the investors, employees and
suppliers or distributors, who are vital elements of the
organisation. There are also few inhibiting factors
which affect the execution of marketing concept like
societal constraints, innovation and organisational
constraints, internal disagreement, etc.

1.3. MARKETING

MANAGEMENT

1.3.1. Introduction

Marketing management is a composition of two terms
‘marketing’ and ‘management’. Where, the term
‘marketing’ is a set of actions and processes of a
company associated with buying and selling of goods or
services. ‘Management’ is a function of coordinating
the integrated efforts of people towards a common goal
by effective utilisation of available resources.
‘Marketing management’ is an organisational approach
which focuses towards the accomplishment of
marketing objectives of the organisation such as
achieving customer satisfaction, securing high sales and
profit, etc. Therefore, it includes various techniques and
processes aimed at fulfilling all the inter-related
marketing objectives.

According to the American Marketing Association,
“Marketing Management is the process of planning and
executing the conception, pricing, promotion, and
distribution of ideas, goods and service to create
exchanges that satisfy individual and organisational
objectives”. Consequently, marketing management is the
most practical aspect of business management which
deals with needs and wants of consumers, determines the
promotion and pricing strategies to generate demand for
goods and services, new product development, aids in
distribution of these products or services to final
consumers, and collects customer feedback and other
information regarding the customer satisfaction.

1.3.2. Marketing Management Process
Following are the steps involved in the marketing
process:

Step 1: Setting Marketing Objectives: The first step
of marketing management process is setting marketing
objectives. While setting objectives, the organisational
mission must be considered. The mission helps the
marketer to conduct the proper environmental scanning
and search for new opportunities.
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equally important as internal cohesiveness.
Therefore, maintaining sound relationship  with
entities such as customers, suppliers, service
providers, government agencies, dealers, con-
sultants, etc., becomes important for effective
marketing.  Marketing  functions cannot - be
performed effectively without their assistance.

Hence, modern marketing concepts are termed as
relationship marketing.

7) Marketing Research  Activities: In today’s
scenario of marketing, market research holds
definite significance. The systematic process of
collecting, evaluating and interpreting data about
any marketing pertaining issue is defined as
marketing research. All the marketing decisions
rely heavily on market research. Market scenario
and customer thinking can be easily understood by
marketing research which in turn leads to better
customer  satisfaction.  Therefore, marketing

research information acts as a base for marketing
decisions and activities.

1.4. BUILDING
DELIVERING

AND

CUSTOMER
VALUE AND SATISFACTION

1.4.1. Introduction

The introduction of new philosophies is essential for the
survival and success of companies. In the current
scenario, companies have become customer-centric and
give full attention to their potential customers. Hence,
the company should be competent enough to build and
retain its customers rather than just focussing on
delivering of goods and services. '

Customer value refers to the maximum level of
satisfaction delivered by offering the acquisition,
ownership, and use of a product to the customer at the
lowest possible cost. This is the only way by which
companies can implement their marketing concepts.
Therefore, it can be observed in the prevailing business
environment that many companies are constantly
increasing their customer value to attain customer
satisfaction. Thus, it can be said that creating and

providing high customer value is the core marketing
principle.

From the customer’s viewpoint, value can be defined as
a trade-off between the prices paid versus the benefits
received. In a specific value situation, when the product
and the customer meet each other, the value is created.
Hence, the value can be evaluated in terms of high
satisfaction, low satisfaction or dissatisfaction. The
services offered by the companies to the customers
decide their long-term relationships.
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Undoubtedly, it can be observed t.hat yalue 1s a wider
concept rather than just being a fair price. The concept
of value is a multi-dimensional approach as it measure
the low cost, high quality and superior services of a
particular target market. Other than this, the vajye
proposition of the company can be deﬁngd as 'the
combination of varying considerations on service, price,
or quality along with the company’s image ang
intangible elements.
Perceived Benefits

Price

Value=

From the above equation, it can be ascertained that
when the perceived benefits exceed the price of the
product, only then the customer notices the value of 3
product or service. A smart marketer knows that there
are two ways by which the value of the company can be
increased, i.e., firstly, by increasing perceived benefits
and secondly, by lowering the price. However, it is
suggested that the company should adopt the method of
increasing benefits rather than indulging in price
competition.

1.4.2. Classification of Customer Value
Customer values are classified into functional, social,
emotional, epistemic and conditional values. These
types of values frequently exist in acquisition of items
like food, groceries, computer peripherals, games, etc.
They are:

1) - Functional Value: The functional value depends
on the utility received by the customer from the
functional, utilitarian or physical performance of
the product. From the economic viewpoint,
functional value is related to the economic utility
theory. The main attributes of such a value includes
price, durability and reliability of a product or
choice. For example, when a person is purchasing
a scooter, he has the purpose of travelling.

2) Social Value: Here, the valye of a product is
determined by the benefits recejved by one or more
consumer choices and social groups. The social
value is attained when ga consumer conveys a
positive or negative feedback of a product to the
reference groups, .., demographic,

socio-
economic and cultural-ethnic groups.

3) Emotional Value: An emotional value of a product
is attained by a marketer only when he is able to
stimulate the emotions and feelings of consumers.
When a product relates with the feelings or triggers
the emotions correctly then the emotional value is
created because many times customers’ responds
emotionally.

4) Epistemic Value: Epistemic value refers to the
benefits that are perceived from the product’s
ability to provide uniqueness, develop interest and
gratify the desire for knowledge, of the customers.
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This value can be mainly delivere by m
purchases and - consumption
For example, if a customer changes
flavour from vanilla to chocolate, then this shift
also delivers epistemic value,

. ! As new products
provide some uniqueness therefore, gl marketers
should make

an ceffort o design new products,

5)  Conditional Value: It is the pereeived value of a
product or service which is offered by the company
to its customers based on g pi

aking new
cxperiences.
his ice-cream
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costs). However, value is mainly determined by
combining the quality, cost and service of a product.
The customer value can be primarily attained cither by
keeping the level of benefits same and lowering the
costs, or increasing the benefit level while keeping the
same cost, or even by increasing both the benefits and
costs but keeping proportional benefits higher than the
increase in costs,

Table 1.1: Relationship of Expectations and Satisfaction

0 118 2d wticular event or Level of Expectation
situation. Here, the utility derived by the customer Percelved Below Above Minimum
differs according to the conditions, For example, Performance Minimum Desired
some  products  have specific time or climate Relative to Desired Performance
conditions like sunscreen lotions, raincoats, etc. Expectation Performance
Some products have once-in-a-lifetime events like More than | Satisfaction* Satisfaction/
buying of a first car. This type of customer value expected Commitment
can be best offered when the product is related with Same as | Non- Satisfaction
the usage conditions, e.g., various automobile expected satisfaction**
companies offer hcavy discounts in the festive Worse  than | Dissatisfaction | Dissatisfaction
seasons to its customer with 0% interest on credit expected
purchases, *Assuming the perceived performance exceeds the
minimum desired level.
1.4.3. Customer Value and **Consumer is neither satisfied nor dissatisfied.
Satisfaction

Customer satisfaction is the level of satisfaction
provided by the company on the basis of repeated
number of customers. It can also be achieved when the
performance of a product meets customer expectations.
Satisfaction is a feeling or attitude of a customer
towards the product after its consumption. In the current
scenario, customer satisfaction is crucial for the
company’s success,

In many developing and developed countries, there is a
wide range of products or brands available to satisfy the
needs of the target customers or groups. The customer
value of a product or service depends upon the
perceptions and expectations of the customers. These
perceptions and expectations can be created through
family members, friends, neighbours, consumer reports,
associates and marketing communications.

In order to achieve brand loyalty amongst customers,
the company must provide higher value to its loyal
customers than competitors. Basically, customer
satisfaction is the degree of fulfilment, that a company
should know, to which their competitors satisfy the
customers and must try to exceed it by delighting its
customers. The customers can be made delighted by
offering them higher values which in turn can be the
key factor in developing brand loyalty. Furthermore,
loyalty develops a bonding which is feeling-based and
not just rational.

1.4.4. Value Delivery Process

Following are the four main steps of value delivery

process:

1) Identifying Appropriate Customer Value
Segments: Different customers have different
perceptions, values and requirements, this gives the
marketer a good reason for market segmentation.
With the help of thorough customer research and
use of various techniques, the customers having a
similar set of preferences can be identified, [n
similar words, market segmentation can be done on
the basis of customers having preferences. It is also

Total
Value

Personal
Value ”

Service
Value

Product
Value [

Image
Value

-

[ ” i nere Total
M(mctary Time Psychic Encrgy
‘ Cost M Cost H Cost H Cost [>| Cost

Figure 1.4: Satisfaction Depends on Customer’s Perceived
Total Costs and Value

Customer
Delivered Value

The customer value can be expressed as the ratio of t}}c
perceived benefits and costs borne by the customer in
exchange of products or services, Here, the main focus
i on perception of the customers, rather than the
evaluation of costs and perceived benefits, as the
customers can never evaluate the value or cost of the
product or service accurately.

Perceived Benefits
Value =

Price
Value of 3 product or scrvif:c refers to thc’l'cvcla:;‘
Perceived  benefits  (functional, k’wogt():":niculnr
¢motional) that the customers are 8¢¢ l{\hgic anle Sy
€Ost (monetary costs, time costs, PSYCHIE:
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1.5. MARKETING MIX

1.5.1. Introduction

Marketing mix is a very basic and important concept of
marketing management. It helps an organisation in
increasing sales by attracting consumers towards their
products and services. So, every organisation must
focus on the four elements of marketing, i.e., product,
price, promotion, and place (distribution channel), in
order to conduct the business more cffectively. Hence, a

good blend of these four elements (4 Ps) of marketing is
referred to as ‘marketing mix’,

Marketing mix is considered to be the heart of
marketing function. A marketing manager uses these
four components of marketing mix in a sensible manner

in order to achieve marketing goals, such as, increasing
sales and profit.

According to Borden, “The marketing mix refers to
the appointment of efforts, the combination, the
designing and the integration of the elements of
marketing into a programme or mix which, on the basis

of an appraisal of the market forces will best achieve an
enterprise at a given time”.

According to Stanton, “Marketing mix is the term
used to describe the combination of the four inputs
which  constitute the core of a company’s marketing
system — the product, the price structure, the
promotional activities and the distribution system”.

The elements of marketing mix (4Ps) are used as
marketing tools to promote and achieve the
organisational goals. These elements are controllable
variables which should be managed cautiously to fulfil
the needs of defined target group.

Marketing mix is considered as a core concept or a
strategy to implement marketing operations. These
elements are mixture of numerous factors, which are
interconnected and interdependent on each other.

1.5.2. 4P’s of Marketing/Elements of

Marketing Mix

All the decisions related to the product, the pricing

policy, the promotion plans, and the distribution

strategy, constitute to form ‘marketing mix’. These four
elements of marketing mix are discussed below:

1) Product: Product is the simplest element of
marketing mix. This element accompanies the
attributes, benefits and competitive advantage
which it presents to its customers. The main aim of
a product is customer satisfaction. Before
marketing the product, marketer must have a clear
understanding of his product.
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2} Price: The next element of marketing mix is price.
Price is the money valye of a product or service
pad by the customer. I 1s the most crucial element
as 1t determines the sales

e
S

Place (Distribution)
element of marketing

S¥stem which assists Jooicr
facilitating services,

4) Promotion:

may include
promotion, personal selling, direct marketing,
public relations, word-of-mouth communication,
etc. Promotion is the ability of marketing managers
10 attract customers towards the offered product.
With the increasing Importance of service products
offered by different service companies, the existing
marketing mix has been extended.

sales

The additional elements of marketing mix include
people (employees involved in the service delivery
System). process (method of transaction, flow of
information, and delivery of services), and physical
evidence (the physical environment associated with
the service and customer). These elements combine
with the basic 4Ps and constitute the 7Ps of the
services marketing mix.

1.5.3. TImportance of Marketing Mix
The product, price, place and promotion combines to
form  the marketing-mix. Marketing manager is
responsible for the designing of effective marketing mix
strategy. The importance of marketing mix can be
described with the help of following points:

1) Linking Channel: Marketing mix acts as a linkage
between customers and organisation. It emphasises
towards the fulfilment of customer needs and
Wwants. Hence, itis a ‘customer-oriented marketing’.

Improved Sales: The main aim of marketing mix
is to design a perfect combination of product, price,
place and promotion. This helps to satisfy

customers and as an outcome the organisation
€xXperiences high sales and profit.

e
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3) Balanced Relation betweeﬂ. other Eeﬂiﬂ‘l‘t\
Marketing: A balanced relation ‘bfftv.&;i e,
marketing components can be :zs_hle'.?‘
marketing mix. For exan?ple. pric '3%0; 2 Prody,
15 relataed 1o it 'arml‘_;uzsvs, p"s.,mg;ng‘ 2t
technology invelved. Sixmia:f_\. {h?_ p-—o:,;g Bipe
would determine the type of m-.'?i.fl.: L:._,u f‘-x' =
advertisement. The nature and uulity of a Procoy
decides the distribution channel.

4) Helpful in Fulfilling the Needs of C“ftomer\
The need of different types of customers is assisizg
by marketing mix. The marketing mix design sy
strategies largely depend upon the ;m;;géh.:;
power and preferences of the customers. With the
changing customer requirements, new ang
innovative marketing-mix strategies are adoptad

1.6. MARKETING ENVIRONMENT

1.6.1. Introduction

Environment refers 1o the surroundings. conditions
influences in which livin

o

g organisms operate. In the
similar way, Organisational environment is a sum tota}
of events circumstances and objects that influence the
organisation. Therefore, i IS imperative 1o understand
the influences thar the environmen has over the
organisation. This is possible by going through the key
features of the marker environment - )

Tronmenta) factors w

s eUng activities ang gae
ability of the OrZanisation. These facto

hich directly
ision—making
S Combine 1o
€Xample, the
include technology for m buv
manufacturers, dealers, g; il vl
. b ; *  COompetitors,
Import-export policies, tax sy stem, eqe,

These are the externa enVironmenty)
influence the company. Other thay, this, the ¢q 3
internal  environment also  affecyg ‘1h mp_an__v S
activities such as production Syster m‘}"*ﬁ:ﬂné’
technology used, sales force, etc. g * Thance,

factors which

According to Philip Kotler, "MMkeﬁng env;
refers to extemal factors ang forces . “;Dmnem
company’s ability to develop and Maingg; CCt the
relationship with its target customers™.

With the fast changing marketing envir "
India, the marketing managers and _bus_iness Ie&de,-g
facing many challenges. They are finding j; 4; i ‘I
strive with the dynamism of_ennmnmema] facy r‘: tto
as to remain competitive, IMProve marke, ‘hare; So
capture new markets, companies are _a”doPFing va or
IT strategies to make alterations, modification, i Ous
products and services.
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1.6.2.  Characteristics of Marketing

Environment

The characteristics of marketing  environment  are

discunsed bejow:

1) Complexity: The marketing environment COMprines
of several fators which aer It onsectes)  yend
mmatually deperukent on cach other Due 1o this, the
environrent becomes awnplet W understand, A
ight vanation in ooe factor alfects the other Factor
maediately.  Conversely, e interdependence
between these Dty changes smeonding o the
crrvumstances. Hemee, it fums out to be very crugial
o tirewee the enviroamend

2r Dynamivm: The natuse of marketing enviroament
oeverchanging and  dymasue. Laviroamental
factors influcoce the functoning of vepantsation
becauwwe of which s form aad character keepn on
shanging constantly

1y Multh-Faceted: The charscter and form of the
markening coviromment can by kaown  though
imtights of he viewer

However, s pastsular envirsmmental change can he
yiewed diflerently by &ifferent peopic

Many timex. » development v comidersyd @ by an
oppretuany by ooe orpassation, shile s theeat by
asonhet

4) Influential Impact: The impaxy of markening
CRVHONIEERE on B ergamaton ks comprehenaiva
" Baters

It affects e workmg of the organisation @
eamerowe waye B playr 4 very orucial rede o
proficability aned prowth of e orgamsation.

163,  Components of Marketing Environment: Factors Affecting Marketing

Environment

Numerous factors affect the marhoting onvironemest of an organisation, mestly 8 two wive, Le. pomitively o
segatively These envronmental facton can be swoh disided meo twe groups.

i) Intermal envisomonenty Controllable clemonts, gl
) Exrcmal eaviroament! Uncontrollable eleamends

Figees 1.5 Marketing Vavivouswnst

L6.4. Internal Marketing Environment
The Internal marketing enviromment cefen to the
factors prevaling inside the orgatition. It aiim affects
- the marketing function of the ofganiration. ('m&'
the internal factors are known as controllable factors,
as these fagtors can be controlled of regulated by the
Srgantaaton nself They can be altered or Wm
B et the changing sitations, in form of physic

peevonact fscility, functonal and orgamsational means,
wmilar to the marketing oux. The controllable factors of
ipternal envionment have the capabiiity to contred ihe
ofganisational operations. These factors can be further
divided mito two parts, v, strategy  factors aned
unmarketabie factors. Internal marketing CIVITUR R
enables the marketing managers (o ellectively urilige
the factors present within the organisation for ac

3 h‘wvmg
organisational goals. '
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The major factors which affect the internal marketing
operations are as follows: e o
Iy Top Management: One of the major factors

2)

3)

4)

5)

0)

present in internal environment is top management.
It includes organisational  setup, 10}’_6" of
professionalism in management, composition of
Board of Directors, etc., which affect the dcc1§xon-
making process of marketing, The organisational
mission and goals determine the philosophy,
business areas, business policies, development
plans, preferences, etc., of the organisation. The
support provided by the organisational hierarchy
such as Board of Dircctors, shareholders, and
employees,  towards  the top  management,

significantly impact the marketing decisions and its
execution,

Finance and Accounting: Finance department of
an organisation acts as 3 Source of funds to be used
towards the fulfilment of marketing objectives. The
factors influencing the organisational decisions,
policies and Operations  comprises of financial
situation, capital structure, financial policies, etc.
Whereas, the accounting department determines the
revenues and costs associated, in order to evaluate
the  organisational performance.  Finance and
accounting together constitute an important internal
factor affecting the marketing environment,

Research  apg Development:  The R&D
department within the organisation is responsible
for the development of new and innovative
products with the help of available technology.
This factor defines the ability of an organisation to
compete, innovate and influence the marketing
activities,

M:mufacturing,: It refers 1o the process of
producing preferred amount of goods and services
of high quality. The manufacturing activity
involves physical assets, technology, production
Capacity, machinery and distribution channels,
which affect the functioning of the company.

Purchasing; Purchasing is the activity of acquiring
2oods and services 10 attain organisational goals. It
is considered as the strategic function and varies
according to the needs of the organisation, Under
this, availability  of required raw materials,
machines, parts, cquipment, or supplies, etc., at
required place and fime without compromising the
Guality an( quantity, is very important for the
stccess of any business,

Company Image and Brand Equity: Company
image refers 1o the  company’s reputation  or
performance in view of the public. It acts as an
internal factor which may influence the marketing
function of (he organisation such as finance,
strategic alliances, distribution channels, new

MBA First Semester (Marketing Mamxgemcm) V1Y

ling or purchasing, etc.
pfod‘ucl] lg;zcdh;:qusi?; a]fo plays an impf’ftant role
:Slmllar y;nark eting activities. The effectivenegg of
:ll:ail(\):tlﬁlg operations depends upon fé;t(:fs such »
brand equity, chann.els of d'lstn (;Jr 1(;;;8 :}nd
marketing resources like mar!(etmgrh esi area 1]0n
and ability of marketing execunves.h e also
critical for new product launch an rand

extension.

1.6.5. External Markeﬁng Enwronrnen't
The environment prevailing outside t]?c organisation ig
known as external marketing envu'onmf:nt. These
factors are beyond the control of the organisation. Hence,
they are referred to as uncontrollable factors such as
economic factor, government and legal facto'r, socio-
cultural factor, geo-physical factor, demographic 'fact'or,
etc. Uncontrollable factors exist outside the organisation
and influence the marketing strategies and plans of the
organisation designed by the marketing manager.

These factors are uncontrollable in nature because of
which marketing manager faces numerous challenges.
As a result, the marketing manager adopts various

techniques to regulate the activities of external
environment such gg forecasting, analysis and
surveillance,

1) Micro environment, and
2) Macro environment,

1.6.5.1. Micro Environment
The environment in whi
set of factors surroundin
as micro environment. These facgq
for the organisational ability to develg
services and satisfy the market needs,
those people who directly
company. Such factors are:
1) Company: The company aspect  of
environment refers to the inte
the firm. This includes all departme
management, finance, research and
purchasing, operations and accountip . Ea
these departments has ap impact on
decisions.

are responsible
Products apq

. SO consistg of
Influence the growth of the

For example, research and developmﬁnt haye -
as (0 the features a product cap Perfory,
accounting approves the financial side of -
plans and budget in customer dissa(isfacufmg
Marketing managers must watch Supply ayy;). -ton,
and other trends dealing with suppliers to Ilslhty
that product will be delivered to customery ; ;:e
time frame required in order to maintain 4 Slrone
customer relationship. g
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2)

1)

Supplieis: Ay
Evitonient g
mileiinls, tomponents g
company. "'y suppliets should be telinble and act
08 hisitiess poineys, They should fye \vmkiwlin
coutdination  wiql, the Ofganisation | I'ull'ilk‘lht'
tltitnnte consupyer expectations, If (e Suppliers are
teliable, there s teed (o keep heavy invc:lnm'
stocks thit incregges the risk of obsolescence :m();

dimage and also blocks the working capital of (he
coinpany,

impottant  fucop in

) the  micro
the supplier.

They Supply  raw
Machines o e

For example, if 4
this could inere
A increase

supplier provide
ase timescaleg
i raw materig| p

§ & poor service
or product quality,
rices will affect an

organisation's marketing mix Strategy  and may
e‘,wn- force  price incicases, Close  supplicr
telationships  are gy elfective way 10 remain

competitive and secipe Quality products,

Market Intermedinrios: These are the middiemen
who form part of (he distribution channel and who
help reach  (he product/service 1o the ultimate
consuimer. They can be few or many in number,
depending on (he length of the distribution chain
and the type or distribution system that (he
company adopts, If this chain is hassle free and

functions without any hurdle, it eventually helps
the organisation,

On the other hand, if this is not true, then the
company spends muclhi time, money and energy on
solving the problems relating (o the marketing
intetmediaries,  The  firm  must  build healthy
relationship with the intermediarics such that the
firin and the distributors benefit in the long run,

Competition/  Competitors: Tl competitive
environment consists of certain basic things which
every firm has to take note of. No company,
howsoever large it may be, enjoys monopoly. In the
ofiginal  business world a company encounters
vatious forms of competition. The most common
competition which a company's product now lu.ccs
is from differentinted products of other companies.
For example, in the Colour Television Mnrk.cl,
Fhilips TV faces competition from nlhcr‘u.mqmnlcs‘
like Videocon, Onida, BPL and others. 'Ihm’ lyupc ol
competition is called brand competition. It is found
in all durable product markets,

Fublie: public is also an important fuctor of micr.'n
envitonment, ‘The satisfaction of gcnc‘rul .puhhc
should be the utmost aim of organisation us
Contipetitors and customers are all part of gcncrfu!
public. “fhe policies  and uct’willes of the
Otganisations have a significant impact on ul'hcr
groups of the gencral public. A public refers to

6)

1.6.5.2.

31

“any group that has an actual or potential interest
in or impact on a company’s ability to achjeve its
objectives”, Hence, public relation is crucial for
the long-term  suryival and  growth of the
organisation.  These  refer (o the immediate
physical environment of any organisation. People,
who live around an office or a factory area, exert
considerable influence with regard to disposal
mechanisms — of  waste, production  practices
employed, noise pollution generated, nuisance
value created, ctc. These people cannot be ignored

or clsc they may also g0 as far as getting the
business closed down.

Customers: Customers are the central focus of the

organisation. They can be categorised into five

types like:

i)  Ultimate Customers: They can be individuals
or groups of people who use or consume the
goods and services of the company.

—
—
S

Industrial Customers: These customers are
mainly the small and large organisations which
purchase goods and services to produce other
useful products. Their main aim is o earn
profit and attain organisational goals.

i) Resellers: They can be retailers, wholesalers
and distributors. They buy goods and services
from one place and resell them at high prices to
gain profit at some other places.

1Iv) Government and  Other Non-Profit
Customers: They buy goods and services,
mostly for the consumption purpose of other
people.  These  people can  be ultimate
customers or end users.
v) International Customers: They are the
customers  across  national borders, who
purchase goods and services for industrial
purposc or may be for their own consumption.
They can  be individuals,  organisations,
rescllers, or even governments.

Macro Environment

The factors which are not immediate cnvironment to the
ofganisation constitute to form macro environment.
These factors are external to the organisation and
uncontrollable in nature., They indirectly influence the
marketing decisions but do not affect the marketing
strategies of the organisation. The macro environmental
factors that influence the marketing decisions of an
organisation are discussed below:

)]

Demographic Environment: Demographic
environment is a fundamental element of macro
environment. The most important thing which is
taken into consideration by the marketers is
population, since people combine to form markets,
The  factors  which influence the business
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32 ' functioning of the }31:SIr1c?ﬁ -“)lrnl;:‘:)t;:?mn?' The
ent . ation growth rate, population advancements in the field o l“_ EYs Whicy, iy
organisation are population growth houschold advancer _ ative products and enhancg the
size, cthnic  mix, age distribution, '1'0 i used to make mrw"(l hich influences the businek,
pattern, education leyel, regional characteristics operational methods “""1] environment. 33
movements., is termed as technologic
tall o nts include :
The demographice environment must be analysed by Recent technological dwd(‘)p‘::cgros, ;,uu_)mr:l?it;::lé
the corporate planners and extensive features of the phones, computers, ‘Iuplup?.‘} i e e The \
population which ffee the organisation mu.’st be and other  production tu,‘ :.J :)Q"lrds ot se
identified, If (he Management is attentive, it will })c developments are "]5(,] fn:;u.s(;](d icr\‘zicéq [;)‘medlz;]
able to gauge (he potential variation in the sw and different products and 7 wased
demographic factor anf search for more attractive ;:;;,;’r(;ivcd production techniques, It !-‘* | "‘?t Just
markets and berter product lines, The mos relevant responsible for cconomic growth but d-l.S()'dffcc{S
factors in the demographic cnvironment are trends lh‘ P r(;(lucli()n policy of different organisations, In
in ageing geographical shift, size and literacy of &
population,

order to be competitive in the market, differen

marketers modify their products and production
: ‘
2) Economic R

nvironmcnt: I
refers to th

iconomic environment

strategics  according  to  the lc'Cfl'l:O}(’)glcal
O3Ceconomic factorg which fargely cnvironment. For example, tcchnol.qgma ; actors
influence (he funclioning of businesg organisation, enabled the transformation of typewriting machines
These factors consist of production process and
wealth distribution

into keyboards and computers.
System, The
environment aso affects the marketing ac

the organisation, |y, addition (o this, the m

cconomic ) L e o =
tivities of ~ 5) Political Environment: Political ¢
arket size defined as the governmental
and consumers’ willingness 10 speng also plays a influence the functioning of the

vital - role i determining ~ (he economic cehvironment s
environment, Thus, some of the other economic

factors are interest rates, inﬂation. disposable
income, savings of the society, etc, All these factors

nvironment ig
actions  which
organisation. The
closely associated with the
economic conditions surrounding the organisation,
The factors involved in thjs environment may be

acts, policies, laws, ruleg and regulations, related to
prevailing  in  (he environment  inflyence the business unc'l.cconon.)y Different Countries have
purchasing  power of the consumers, While, different political environm
economic development |

ent. For ¢xample, most

cads to changes in (he socialist  cou W oa ¢

tastes and preferences of the customers, For CCO"OW‘C System. There
¢xample, due to the fa]] in interest rates of banks, rcgulapng bUSIHCS_S

customers find it favourable to invest in stock ﬁ"“”{c"‘l and technical p,
markets than opening savings account in banks, consist of standards

ntries  follo

. ness laws
i i dnd fules set for different
products, packaging an Promotional aegjyir:
. . . o h aCu S.

3) Natural Environment: Natura] cnvironment is the Indian Governmen; has % Widesprens :lutes‘ 'I.‘he
roup of natural resources which is uged .by impact on different face(s of the uginesgesvrqmmg
business, It covers everything from jig existing policies related 0 businegg mv(‘)lve : ano.us
location  to  weather conditions  that  affecy licensing for deciding location, it Industrial
Production and sales of 4 business, This natural process, import licensing fo; Quirin r}‘c“O“ and
environment g uncontrollable in nature, A the and machinery, Joan financina pri%:i:W maFepal
perations of the business are influenced by natural growth and expansion Strategics cio & policjeg
factors. For marketing managers, it s very essential ) '

R ; TIr -egal Environm : Legal epy:

o identify gych factors and alter their business 6) Legal Envi ent: Lega ENVironmen refers ¢
! . o ) scal those factors which Arc associage . o
Operations. Duye to nappropriate and large scale ) . With the | 1

, ‘ _ o scological laws and  orders mﬂucncmg th ga
consumption of natura resources, the ecologica . e ° Markey,
T . ! : h environment. It is essentiy for ¢k g
balance g affected, which ultimately affects the y ) e Marke;

i o : l environment to follow al| the Tules apq ng
usiness decisiong and strategies, For €xample, of the Indian Peng] Code. The & ‘reglﬂations
Petroleum reserves are pog abundant in India that is include laws, constitutior le 58«1! factorg may
Why these e imported from gylf countries. ilios: £ Sihir legal, prz;gcfticﬁ hts, Courgg
Organisations using petroleum products develop L. - o ete, oS
crucial productic Irategies i h situations factors Significantly influence the o

H ] ) Sirate A| X B N 2 . 4 . 1
Y Il strategies in such sj operations of different organisatiop, zfr:hng

4) Iechnulogical Environment; Technological legal factors attached to an Organisatjoy, ay r;’ﬂt
Chvironment g the macro environment, which include licencing, b_“t"eer “OPyrighy ° #lso
Includes filClOI'S like leChiDCS, matcrials, and tradcmurks, and Jurisdiction for
knowledge  for produc

ing  various goods and

Organig nd
significantly affect (he

a

4 iy,
well as customer related disputes, etc. Arh: as
or local courts are used for dispute s

services, These factors

lrgg;
ett]emcm Won



1.6.7. Techniques used in

Environmental Analysis

While analysing the environment, the strategists

should remember to select those techniques only that

match the needs of organisation from every aspect.

There are many techniques for analysing the

environment, among which some of the important

techniques are as follows:

1) ETOP Analysis/ Preparing an Environmental
Threat and Opportunity Profile: Environmental
Threats and Opportunities Profile (ETOP) is a
technique used to structure the issues of
environment. This technique was given by W.I.
Glueck. The ETOP categorises  different
environmental issues in various sectors which in
turn helps the management to focus their attention
towards specific arcas. It helps in identifying the
potential factors that influence the organisation,
Diagnosing the external cnvironment closely is
very essential as it points out the opportunities and
threats. While some of the factors create suitable
circumstances, other factors impose threats. ETOP
facilitates an in-depth analysis of environmental
factors that allows the organisations to identify the
potential opportunities and threats. This results in
more efficient strategic planning.

2) QUEST (Quick Environmental Scanning
Technique) Analysis: The QUEST or “Quick
Environmental Scanning Technique” is a technique
that facilitates  estimation  of  wide-ranging
environmental factors and assesses their influenceg
on the organisation. It trics (o scrutinise (he
environmental forces on the basis ol events apq
trends occurring in the market.

Some of the assumptions made for zumlysing the

environment using this technique are:; '

i) The strategic executives have views about
dynamic environmental forces. G

it) These  views  about the
collectively signify the unders
cnvironment by the organisation,

| cqwmnmcnt
nding ¢ the



- - v v ‘ & ¢ lx 'ut
‘ ' ‘t h 1\ mne "t\\\ l S ti‘.. a
lh . can t\ < L ~
l ence, |l 1 N1 ‘ 1 =

X vhen
» useful only
the environmental forces can be u-\: analyse them.
there s 2 mechanism to interpret ;"““ it is possible
lnklhc absence of a specific technique. "0 wasted.
LR RA R . i s a g
that all the future expectations .nl;i p(ll‘:: gL S
« these o > shared with i
as these cannot be sl < the EreaifileE Vi
QUEST  analysis  allows e
. ] ~ > different perceptions,
understand and analyse the aidins the
= 2 ~ "~ T - Ul ™ l_‘ &
interpretations and points of mistakes reg
environment,

SWOT (Strength, Weakness, Opportunity and
Threat) Analysis: “SWOT" is (he acronym for
“Strength Weakness Oppommily Threat™, _\\’thh
outlines the current position of an organisation. It
identifies that whether  company is in a good or
bad market position, While the strengths and
weaknesses are nternal factors, the opportunities
and threats ape EXternal to the organisation.
Analysing all thege give a complete perspective 1o
the managers Tegarding the externa] factors that
influence (he organisation or may influence in
future. With the help of this technique the managers
can also identify the internal capabilities and
resources which cap be used 1o deal with them,
This analysis also indicates the faults in the
organisation that gre to be corrected. Hence, SWOT

analysis Plays a vital role in formulating Suitable
strategies for the Organisation,

SWOT ang) ysis has two major components:

1) Internal Factors: The first two letters in the
acronym S (strength) and W (weaknesses)
refers to interna] factors that are the resources
are available in (he Organisation. The internal
€nvironment refers to all the factors withip the
control of, and inside the Organisation, These
factors may impart strengths  which can be
utilised to exploit the Opportunities or become

a cause of weaknesses of 3 Strategic natyre for
the Organisation,

a) Strengths: These are the factors thay

provide competitive advantage o the
Organisatiop, These factors collectively
may allow an Organisation to bring change
in ap Organisation. Thege factors cap be
ditferent for different Organisationg. These
can be T€Sources, ski]s, etc,

b) Weakness: Weaknesses are the factorg

that limjt the growth of Company or restrict

the tompany from, Moving in 4 desired
direction, These i

factors Vary as per th
“eakness can b

4) PEST

1 [+

factors res;
. External !
] Factors:

are of i,

isation.
outside the organisatl

ﬂ]t]es- . :

ent. The industry shou]}cli build on
el i the upw
?mlmguction capacity to mest mestis“ard
its p,{go demand, both for do e ang
Sife ciona] markets. Opportu S ane
. > which act as the. favourapj,
o fauorfsh ““the' ‘organisation. These
ituations for L
siﬁitiom encourage the orgamsz;txo:}: to
" more and earn more profits. n these
w !
g'rt(l)Jations organisations make strategies to
= h b,eneﬁts, such as sprendmg m:f_-u'ket
e ¥ domestic and internationg
share in . . ) i
arkets,  increasing
e hi new  products
capacity,  launching
increasing prices, etc.

b) Threat: Threats are the external
unfavourable conditions. They. aFt as
barrier for the organisation in achieving its
desired market position. These factors also

differ as per the organisation and the areas
in which it operates.

(Political, Economie, Social gpg
Technological) Analysis; “PEST™ or “Po]itica],

/ : s
ome. Strategists have InCregge Segéc Col dez;ls "
tecnmque by adding WO more fact i P 9 -thjs
€nvironmentg] and lega] factors o i, s
extended Version of this lechnjqu ¢ th
“PESTEL” Ty technique 1, therOwn as
nown gag “L(_)NGPE L” or “Loc ler ariant
Global, Polnical, Econg y Natlona],
Technologxcal” analysijg. This > ! and
when the Organisationg are cateo o ° Used
geographicy] basis f1sed 4 ber the
1.6.8. Signiﬁcance of Mg, .
Environmen¢ Analysig l‘ketlng
e si nificance o ing
hig llgghted below marketmb emlronmen 4 ﬂlys,‘ i
rovnd?ng Marketmg Environment nf, ’
arketing Managemen; largely dependgormation.
mformntnon related to (he Marketing o = "Pop lhé
arkeung Environment analysis jg Vit br nrnem
EPS an accurgge balance between the 2us



