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3.1. PRODUCT

3. 1.1,  Introduction

A product is the item that is developed and refined for
sale in the market. It aims to meet the customers’ needs
and wants. The concept of product can be categorised
o (wo, e, narrow concept and wide concept. In its
narrow concept, a product is a combination of physical
or chemical characteristics which has some utilities, It
is not just a non-living object or a physical substance. A
product also has other functions than its utility like
satisfying customer needs and wants, e.g., fan, table,
pen, cooler, chair, cte. In its wider concept, a product
having a variety of colours, designs, packaging and
brand is said to be a different product. For example, if
a shampoo is made available in three different variants
and smells, then these are three products, as they are
fulfilling needs of customers with varied choices.
Hence, product is defined as a complete package of
benefits received by a consumer.

According to George Fisk, “Product is a cluster of
psychological satisfactions™.

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

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

It is the sole responsibility of product managers to
manage the products. The product management activities
comprise of planning, forecasting and marketing of
products or services at all stages of the product lifecycle.
Broadly, it is a wide range of activities carried-out to
deliver a particular product in the market.

3.1.2. Product Hierarchy

There is a hierarchical relation between different

products offered to consumers. Starting from category

of the need served it goes upto particular product item

which actually satisfies that need. The overall product

hierarchy is described below:

1) Need Family: This is the top most level in the
product hierarchy. It describes the type of basic
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need which is to be satisfied by the firm. For
example, personal care is one “need family” for
any firm.

Product Family: The next level in this hierarchy
is ‘product family’. It includes different product
classes which can be used to satisfy the targeted
basic need. For example, need for personal care
can be fulfilled by different product classes like
skin care, hair care, tooth care, etc. These are the
product classes which combine to form the
‘product family” for the ‘need family’, i.e., beauty.

Product Class: The third level of product
hierarchy is the ‘product class’. It denotes the group
of products having a specific functional consistency
within the product family. For example. skin care
is a product class for a particular firm.

Product Line: The next level in product hierarchy
is ‘product line’. In each product class there are
few product lines. Each product line is made-up of
number of closely related products. These may be
closely related because of similar mode of
function, similar price ranges, similar buyer tvpes
or similar distribution channels. For example,
creams, soaps and deodorants are the product lines
which come under the product class of skin care.

Product Type: The next level in product hierarchy
is ‘product type’. It denotes the total number of
variants available in a particular product line. For
example, non-alcoholic, alcoholic, strong or mild
deodorants and deodorants for males and females
are the product type.

Brand: Brand is the sixth level of product hierarchy
and is referred to the name with which one or more
products can be identified or recognised. For
example, Axe is a brand of male deodorants.

Item: This is the seventh level of product hierarchy
and is referred to a particular unit within a product
line or brand which can be differentiated on the
basis of its appearance, specific feature, shape, size,
weight or price. This unit can also be termed as
product variant, sub-variant or stock-keeping unit.
For example, Axe black is an item used as
deodorant.
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J.1.3.  Levels of Product Conider
< five levels. A marketer must con
Every product has five levels. . iy i
these levels to achieve better cusmmulr \l ‘ .hicmn‘hv'.
levels are also known as ‘customer Va ‘lllL n A
The five levels of a product are dc.hncd b 0?\.‘ .
D Core Benefit: Core benefit is the most fmp\‘ ¢ "
level of hieruchy, At this level, the c.usmml;r‘ 1:
buying the essential benefit or  service. ‘ ere,
marketers are the benefit providers to customers. For
example, guest of a hotel 1s bu_n‘ng‘mst and sleep, a
\oman ataspa resort is buying comfort and luxury.

) Basie Product: In the next level, it is the Jjob (jf
marketer (o transtorm the core benefit into a basic
product.  For example, a hotel room is the core
benetit while, a bed. a bathroom, a desk, a chair,
towels and a closet are the basic products.

3)  Expected Product: At this level, the marketer
needs to prepare an expected product. An expected
product comprises of all those attributes which a
customer expects while buying a product. For
example, a visitor at g restaurant expects clean
table. good quality food, quick services and vibrant
ambience. Mostly, all restaurants ry to provide
these attributes, but customers also look for least
expensive restaurant along with these attributes.

3.14.  Types of Product

There are diverse factors and methods 1o distinguish products,

Products ,

n
—

Based on Consumers

3)

Based on the
Nature Intentions
Goods
— Service
— [deas
— Experience .
| Event Convenience products
j e Shopping products
L Places Specialty product
— Properties Unsought products
L Informanion
3141 Based op the Nature
=T° Are ten types of products which can be classified
on the basis of their natre-
Goods: Googs are physical and tangible materials
which can pa

; POssessed and owned, e.g., wheat,
bmycles, ete.

2) Senkgz Services are intangible in nanre and their
Production ang ¢ mpmmmmem
u@.lzmmmoummtmnbem&edaf&r
bﬁﬂgme-g«banldngandinswmsen'imdc.

4)

— Raw Materia)
— Capital Equipment
— Accessory Equipment

— Component Parts

— Process Materials Supplies
L— Industria] Services
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ted Product: The fourth le.vel of Produc,
Augfn@ ugmented product to its CUSlOmem,
bro.vxd?b ba‘ %nd their expectations. These types of
which '? l"yvc additional attributes and bc"eﬁts
Pm_duclb ],lle the customers (o  differentjy,
l\;'l:x:enetill:c available product and other product
o?fered by competitors.
. , a hotel may include fine dining
I:I?(;. Zejf'imrlc))lcfm service, t}rcgh flow.crf, ;:i remote.
control television set, rapid-check-in ‘Zin express
check-out, which are all 'extende Services
provided by the hotel to build up a augmenteq

product.

Potential Product: The last and the fifth leve] ‘is
that which offers the potential product. T‘hls
type of product covers all the prospective
alterations and extensions that the product may
go under in future. At this level, the companies
make most of their efforts to find out new ways
to gratify their customers and offer unique
products to them. ,

For example, an innovative transformation of the
traditional hotel product can be like offering all-

suite hotels where the occupant books a set of
rooms.,

which are ag follows:

Based on Social
Benefit

Pleasing Products
Deficient product
Sa]utary Products
Desirable Products

Ideas: For developiug a product, eve
an idea on the basis of which progy
carried-out. Like, Charles Revson o
that although in their factory they Produce
COSmetics, but in their stores they are selling hope
€.8., advertisement agency, consultancy firy, ’

TY marketer has
CUON procegg is
f Revlon Stated

Experiences: A company can create a
experience for their customers by organis,-ng
various 800ods and services at one place, eg.,
Science city, Water World, etc.

Markey
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.1.4.2.

Events: Event also acts ag 5
Events are strongly connect
of people attending it. The
power of events and seek 19 4
with the event. Thus, event
business as many companjes
products in the event. Thege events are {;
which are hc?ld in a gap of ON op moe tlme-ba§ed
Award functions, Olympics, efc. e years like

Product fo, Mmarketers,

eé]m\;v’n? l.he CXperience

Panies regljge the
SSociate thejy Products
SPonsorship g 4 big
try to leverage their

Persons: Many, marketers work
Sl S, as a Sae
endorsement agent for film starg and gl;;‘:)tr’:;crlt)' and
Here, a film star or a Sportsperson persons.
the marketer. This type of marketine :
. eting i
known as celebrity marketing. § 15 commonly

Places: Different places can b
promote tourism business. For exa
Kerala was promoted by campaig
Own Country.

€ marketed to
n_lplf?, tourism in
ning'it as God’s

Properties: Properties are personal assets which
are intangible in nature. It can be in form of real
estate‘property (e.g., Amby Valley project) or
financial property i.e., shares and bonds (e.g.,
Maruti or TCS IPO Campaign )

Organisations: In order to create a positive and
dynamic company image, the organisations work
actively. For example, Philips uses a tagline “Let’s
Make things Better”.

Information: Information also acts as a product,
when produced and marketed. Useful information
can be provided as a product in different forms like
dictionaries, encyclopaedias, etc.

Based on Consumer’s Intentions

n the basis of consumer’s intentions product can be

lassified into two categories: _
) Consumer Products: The goods and services

rs for personal
mer products’.
the consumer’s
power, etc.
ht products,
and

which are purchased by custome
consumption are known as ‘consu
These products are classified as per
buying  habits/tastes/purchasing
Consumer products consist of unsoug [
Speciality products, shopping Proct®™
Convenience products. These products rgzztsv;r}el
from person to person and how the pro
Purchased and marketed.
) Convenience Products:
which are easily available an.d. freiqu:fgtrlt}s,
‘purchased by consumers with mmur’if;~1 eie -
are known as convenience good}sl. ey
mainly household preducts SUCrS i giber
vegetables, medicines. p‘:)roduct.S are
daily supplies. be consumed
perishable in nature and is are also known
within few days. These &

The consumer goods

M
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ii) Shopping Products: These products are
purchased on the basis of quality, price
suitability and style. If a customer feels
motivated towards a product then only he
purchases it. These products have a high
degree of differentiation and are mostly
complex goods. They are durable in nature and
have high unit value like cars, laptops, home
appliances, furniture, etc.

iii) Speciality Products: These products can only be
purchased from special retail stores. Speciality
products are deliberate choice of consumers like
alcohols, prescription medicines, etc.

American Marketing Association defined
specialty goods as “goods having unique
characteristics and/or brand identification for
which a significant group of buyers are habitually
willing to make a special purchasing effort”.

iv) Unsought Products: These products are not
known by the consumers or even if they are
known, the consumers do not want to purchase
them. These products are mainly of two types:
a) Regularly Unsought Products: The

products which exist but consumers do not
require them now, even though they may
purchase them eventually, e.g., life
insurance, medical check-up.

b) New Unsought Products: These are new
products about which consumers’ are
unaware. It becomes pertinent for the
marketer to inform the customers’ about
the new product and its attributes.

2) Industrial Goods: A product purchased for use

primarily in the production of other goods is
referred as ‘industrial goods’. These products can
be intended for resale, for commencing a business
or for producing other products.

American Marketing Association has defined the
industrial goods as “Goods which are destined to be
sold primarily for use in producing other goods or
rendering services as contrasted with goods destined
to be sold primarily to the ultimate consumers”.

Industrial or business products can be categorised

on the basis of their uses:

i) Raw  Materials: The production or
manufacturing process requires material input.
Such inputs are called raw materials. These
raw materials are used directly in the
production process and are the part of final
product. Raw materials can be of two types,
viz., agricultural products (livestock, fruits and
grain) and natural products (products of the
seas and forests, land and minerals),
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for the consumers i the Jong-ran, e.g, soyabe,,
differert tools and machines used by the finm chips (diet chips),
m the production and eperations Process ¢ o sirable products offey hotg
They mg referred ;1:, jn:.wrﬂ;nirmr.. They me 4y Destrable l"4;«]!{;:&':};;”:)“ w'lm henefits 1o g
ong-lasting. durable and expensive machine:, long-wim ps ‘:’ﬂ ;',»,,,,,.-.ﬁulr‘ sutisfaction  apg
€8~ cranes, luthe, muchineries, etg, ::)’::::::::::"w“m:' ey Dealihy, tasty and ready
IIH:th: fuod products, Vihical "‘H“”‘s"'”‘mbl”y o
ke 3t o point bo manbacture desirable: produgg
42 Xty : " 1 s d
o0 thit they con e thelr profits us well as cagry
out their responsibilities wowards socicty,

i) Capital Equipment: Capita) equipents e

) Actessory Equipment: Equipments  Jike
printers, calculators, word processors, hagid
0018, meters, e, are all accessories whicl are
wsed during the production process, s, they

ZE DO & pant of finl anulactured product,

v) C:mpunerﬂ Parts: Theye We Memy o prarts, 3,1.5, }’rmlm:l Line¢ ,
which whep Processed, become 4 cotnponent of ;" ’ ’):‘ Bi5iE s glhmias The group of closely linked
the finaj roduct, The e pant of larpe product preete ST sl Sesitlonn ers, These products
Byirye :rm};mmrimcd z::yld are r-;:i’;y dism%guri hable products which the ‘”H”m}b-m”“ ””";mi])h ;u l!dc nti¢ 1:
DEmng { & 43, # ZUuishible % T - e v o
; : . : are ed together as they oper:
rom the fing) product, ey, Engmes, yedr bores we Jinked > . i have simil.

, ENgines, yea ‘ y o e similar
Batterics, i tyres and tbes wre al) qhe  MADNES, used by same group of c,ualem:c‘{e,;"l‘l;“c“ o
COIPOnE party of an atomnobile, e dange, of sold via same type of retailers,

example, IIC s u major hrand producing several
me;s Materiaks: The process materialy ape product Jines including personal care, lifestyle retailing,
dirzctly waed fo producing anothier product, education and stationary, ete, Product [ine Is very
These products ape difficult 1 identify, For different from product bundling, where few items
t'xzmp]‘t, 4 covmeticy compasy mi;}m Une combine 1o form a single produet,
dleoho] in manyf acturing make-uy op pefume, '

vi) Supplies: These  are non-dusable, low-cos, ;{‘lxc ’,u_”dfm“f“ufl. bf’,hif" ‘,"‘ "{” the producty i,“ i ""’"”?’f
suetiz) fems which we wed on daily bajs mc‘ i wnt,‘. Iherefore, 4 gm;gl matketing plsu.J I8
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£2. office stationaries, pants, cleaning material, " et pnu:a. e offered iy 4 Product line, In this
}.t'msﬂnng oils, muintenance ftems, etc. vy, the organisation mikes sure (hy

under the product line are icked up |y . L

5) Industrial Services: Indusiris) BEEVICOS are oy The act of inyy Kiucmy \ ilc v;'y l‘”‘(’:f KL:);II))(’II‘]:
prangible i maure and are uses for presem proucr Jine is calfeq ‘Product  Jipe
p=iurtming finm’s vpsrations. These serviges extension’, Primarily, the idea of Product exgens; s
wedude marketing, financia) and legal services, used 10 aven competition, I e motive behipg |, ' M';n_ :
The production process of, 4 firm cannot be products similar 1o (fyy, O Competitor is ke :W,”L' ";’5
camied out without these services, customers attached 1o (e brand mc; are ‘;f:;:j&; l“r)c

Al its products

Usually people tend 10 buy products ¢
L , 3 i _ St from, know
3143, Bawed un Social Benefits brands, Thus, in case o buying any pew I)mducxl
Zused ou fhe sopiy) chwacteristics, products can be people prefer 10 purchase It from known by '

Shentfied oy the bagy of longerm benefits and shot- than from any unfamjli,
L00 ettty qugh o

1y ?’iw;u;zg Produets:  These products  offer Forms of Product Line Decisiony
ztzmxi:;ﬁ‘:ﬁ: atisfaction 1o the consumer but are Markctc“t cn,counlpr several difficyy
YU 1 Hasy 3 the long-run, e.g., consumption product line hﬁ““""t} and Product Jipe
o i) Cipareties, pan nlawia, ele, establishing product line strategies, I'e

) ; decisions are discussed helow:

<) D Produsty- Deficient pwduc1§ neither 1) Product Line Le nuth Decistons:
Pads apy Inunediae satisfaction noy 2ive Jong- more items in the product ling,
120 Denedfits 10 the S These are nup-profitable

: d Tipd B oot ' profig
; , J Increases, the product line iy Sitid 0 he 00 5hor
Frudney, Theredope companies are least imterested On the other hand, by c“"’i"i"j"l{ few j )

dccisions on

lengyyy while
5 produey line

!:_y including
]

: I .

W Erodusiug them £2 pager or typewriter, the product line, if the profit sty incrci:;ts,“;}:::

3 Sathugry Products: 1heqe products have Jong. product line ,i“ said Lo m If),(,) ! Om?'. The feng, of
I betefit bt do g provide inunediate any product line of ’*‘“,"’}‘%“”‘”"“‘"”; determineg |,
stslustiog W SOnstneyy Thus, companies are by is objectives, One (’bJCu‘_YL llld_"Y I}K' LY Cﬂhmmc the
aul dgrps MUpEssive  towards these  products. sales, For example, the ltf.!mu.u;:;ﬂ t;-;:;d 13 (riy
Huwover, gy applying  ditferent  sarketing 10 encourage its customers 1o shift fron, 1y, cy
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7 senies. Another obsective mvbciwmsm?yg:

::%:ﬂ:m:.g. For example. compners a8 well 2
o e povided by Hewlen Packad
Protecoon 2g2mst economic InCeTianties mey b
be the objective of 20 orpamisation, For example
the popoler brand GAP has severs] ocabsts pnder ;
flzeshd Bke Ol Navy. Gap Benznz Per s
esc.. which offer prodacts of vas e,
o mer Prococts o varions price ranges 1o
.;,.;&'E‘Jfkﬁ STOROMIC chonges taking place elobelly.
A prococt Ime cen be expanded by two methods
zermely: bne stretching and Ene filfing-
1y Prodoct Line Stretching Decisions: T
> i < T The
i?mff !‘m: Gﬁﬁ?;‘i’b:&' 21l companies incindss
SPECTiT vamaty of rtems oot of the completa
e " - & “‘?
x_vmgvmpmdmsmm&yﬁnmg
mdxsuav. For example. Mzrwt desk with
amtomobiles  of the most ecomomxcz] or
mﬁa’z‘:: PICe Tmge I the zutomotive
mixsay. If 2 business entity expends its
Wx! Itme over and zhove the present zTzy,
i S termed 23 “line stretching”. Line siretching
c2a be exercised in the following three ways:
2) Downward Stretch: Severz! orgznisations
stzrt with offering most expensive prodocts
m the merket and gradeally try 1o extend 22
tower lzvels. For example. TATA Motors
deals 1o mridsize 2nd high end wiility czr
segment It has extended s prodoct kne
downwards by ventming imio the smell
vehicke segment throagh launching TATA

Napo. The key reasons for downward

stretch are 2s follows: )

s The orgzmsation involved I serving
hich end market fzces toogh
competition and decides to cater low
end mzrket to dezl with compentors.

e Presence of poor growth rate in the
high end market.

e The organisation includes 2 low end
division to avoid the entry of pew
competitors.

b) Upward Stretch: Organisamons Sening
) torer end - may m to THOVe !ﬁﬂ.ﬁfﬂ
high end marker. High level profit margins.
clevated growth raie of 2 OppOrT ‘fu{

feature as 2 full-line producer may be e:;

For example, initially Maruti &z e

: end cars. bot it moved Into

to produce low 3

& with the launch of
the high end market -
o3 and Maruti 1000. The

Maruti Esteem ch is also risky.

dzti ‘Cu (ﬁ npviﬁfd ~ -

2)

3)

57

end maket B s not easy for sales
exscaives 28 wedl as for supplienv/vendors
to effectively perform in the high end
markes withow proper skalls and training.

¢) Two-way Stretch: The organisations
belonging 1o the mid-level of the market
can extend therr product Boe in any one
wzy om of the two oplions available, e,
erther upwards or downwards,

1) Product Line Filling Decisions: Product line
eniemion v 2lso possible by including new
products m the comrent product line. To achieve
gradna mcrease 1 profn levels. 10 persuade the
zgents with regards 10 the criticzsm faced due 10
decrezne in sales becanse of the products not
bring presemt 0 the cumrent product fine, 1o
meke vse of the surplus capacity avalable, 10
becomes merket leader o the full-line segment,
v bleck the Joopholes 10 conwol the
oompetnors, are the few reasons behind prodoct
Ene filling Escessive product Bine filling may
confise the consnmers znd conseguently reduce
the szle=s of other prodocts. Each nem peeds 10
bave 2 &stinct place in the consumer's mind.
The dsumnciness of each prodoct should be
thoronghly sigmificarn The new  prodoct
recommended shondd have an advantage 1
terms of morezsed markst acceptance and

should not be incinded to reassure the intermal
regumrements of the company.

Prodoct Line Modernisation Decisions: Here the
prodact. 2 pant of the prodact Bnz. s revised and re-
lzwoched o meet the contemporeny  snyling
reguirements znd preferences. Prodnct lines should
be updated 25 per the latest trends in the marker
This process of modamisation can bz, in terms of
the techoolozy vsed for th: production of the
prodoct or the zppearance or style of the prodonct
Mzny companies hazve adopizd the modemisantion
process. For exzmple, new look of %00cc car
developad by Mz, wvanety of PC chips
developed by Imtel lanmch of Splendor plus in
place of the older Splendor modz] by Hero Honda,
etc, azre the sgmificent examples of the
modemisznion deaassons. It s a strmepy where the
compzny Introdnces new 12ms in place of old ones
dropped oot Prodoct hne modermsation is a
constant process m oday's fasl trznsforming
product market The consumers are insprred to shift
their prefercoces wwzrds expensive 2od high-end
products du2 10 constznl Impronements formuolated
by the compames.

Prodoct Line Featuring Decisions: This iy af
gbomt decadimz wihich prodoc(s) w0 fezmre in the
organisation’s prodect line. The munaper dacidine
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4)

3.1.6.

A group of all product line
by a seller to itg custome

3.1.6.1.

The product mix of an enterprise h
below with the help of an example

: Sl more
the product line strategics picks up O?fsfl:l s 2
products from the pruducl' line llu‘ er;‘ [Ihc it
flagship product or a promincnt item ol the o
increase the demand. This kind of dccnsﬁmn n: ; -
in case of presence of several Il()ll-!)l’()l‘lluh{il, } (.lr“.]
in the product line. Thus, line featuring ls hf, p uF
clevating the sales volume of the ()I'gilI]lSZII{()rl, . m",
example, Dream Service is the current focus o
marketing campaigns of Honda,

Product Line Pruning Decisions: This slratcgy
finds out the products which are poor pcrl‘ormcrs. in
terms of profit carning potential in the product line
and removes them from the line (o increase the
carning potential of the company. This process
decreases  the length of the product line. This
process is adapted by the company when it is
unable to earn the expected profit levels or when a
specific  pattern g not well received by the
customers or no longer beneficial for the growth of
the organisation, Pruning decisions can be taken to
make physical or human resources available for
other capable models which are being utilised by
the unproductive model,

Product Mix

$ and commodities supplied
rs is called “product mix’, It

Product Mix Decisiong

as particular length, width, de
about product mix of Hindust

MBA First Semester ( Marketing M“"“Ecmem) ”

be termed as ‘product assortment’, A -
can also c d by a company which has mgny oy
mix i$ ()rr(«l:‘;c; tag. Generally, it is not necessary hilvcl
lincs under ‘.;119 in a product mix. Thus, prodyc; mix
corru_-lulcd ite énmhinulion of all the prodycyg Mag
a mixture ofr' firm to its customers. It can g,
uvzulz.x(?lcagb}tq; compilation of the "vafjous Prodyg,
19”3"(’0(1 ‘or marketed by a C()mpa'n‘y . Po'r cx‘?mple, )
I‘)mll'a,]}”q product mix consists  of shampogg
:J(c):zfgems, soaps, etc., produced by it.

According to American .Markctizg Asi?ciati on,
“Product Mix is the composite of products o lcrcd i
sale by a firm or a business unit . l*mjf(f:xamp e, -,f.an
enterprise manufactures or deals with di e'rent Varietieg
of soap, oil, toothpaste, l()othbrush,.cgc., the group of 4
these products is called ‘Product Mix’.

The product mix of a company can be strengthened o
satisfy the fresh requirements of customers or group of
Customers so as to help the organisation develop and
progress. Expansion and inclusion of products leads to
an exhaustive marketing budget for the company. This
addition may cause competition by the similar brand in
the market and overlapping of marketing strategies. For
example, the Dodge Challenger and the Ford Mustang
are strong rivals in the car industry but each one
attempts to satisfy consumer requirements,

pth and consistency, A] ¢

1 ' hese factors are explained
an Unilever Limited:

¢ Product Mix Widuh
) Bath Detergent Cleaning
Shampoos Soaps Toothpaste Powder Aids

4 Jr 4

A4

Clinic Plus Lux

Clear Lux

Dove International
Sunsilk Lifebuoy
Pears

Liril 2000

Pepsodent
Close up

Product Line
Length

Active Whee]

Dove
Breeze
Rexona
Hamam
Ayush

Vim Lipton Green [_ypgp
Surf Domex Red Labe)
Surf Excel Comfort B“,'
Rin Supreme Sunlight | |Taj Mahay
C/F Taaza
Super Dygy
Roses
Brook Bong

Figure 3.1: HUI, Product Mix

The total number of
g the product mix is termed as

offered by Hindustan Unilever

» product mix consists of ten

soaps, four shampoos, two toothpastes, six laundry
de!crgcnls, etc,

2) Product Mix Width: The number of product lineg
offered by a company denotes the SPan or wigyp, 0}-
the product mix. HUL offers g considemb,y
extensive product mix which consists of severg]
product lines dealing in cosmetics, food, househgy
cleaning products, paper, medicines and Persong)
care products. The product mix width of HUL is
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represented by five produey fine
There are several other prodygy |
of the product mix of HUY,

N m the figure AN N
mes which gne et

3) Product Mix Depth: Different forny of' Produets
available in the product lipe detine m(\ de ulln ( 'U‘)'N
product mix, It ix understood thag the v s
of products available iy the product line form the
product mix depth, Koy example, the fan xk.
tothpaste “Close up® iy available i tlu\n‘ll-‘ m
namely: blue, green and rod and in 8 sizey i: Wlu
concluded that the depth of Close up is 1\“ Iln :'m g
HIJL. the average of various Kinds of product prouns
offered under the brand name need (o e culgul'nl\‘l
for computing the average product miy depth, ‘

Aons types

4) Product Mix Cnnsistuncy:
of the pmduct line in terms of the  final
consupmuoy. product  distribution networks,
manufacturing requirements or any other possible
ways, decides the consistency of (he product mix.
As HUL majorly deals in consumer poods, all
product lines have maintained required consistency
level because of similar distribution networks.

The clo _
1e close association

3.1.6.2.  Product Mix Strategies

The major product mix strategies required to be

managed are explained below:

1) Product Line Expansio/Contraction: A
collection of many product lines is termed as
concentration of product mix. An extended and
lengthy product line is cut back to remove the
products which are not cost effective. Extending
the current product line is termed as diversit“lcmio.n.
Widening the depth and width of the product mix
can help the organisation in availing the prevalent
opportunities in the market. For c.\‘:‘lmple,
companies  dealing in  audio  equipment
manufacturing can expand ils activities by
manufacturing television sets. Thierc may be
additions or deletions or even both in ll}e current
product lines by an organisation. Application of
latest and ultra-modern technology helps a
company to have an upward slretch-or it may settle
for a downward stretch by using lucid technology.

2) Product Modification: This product mix strategy
talks about modifying or altering the hasn‘c teat]ures
of a product namely; shape, size.. style, co.\(;: I?O o,
etc. A company usually considers mo ',‘C‘“r'l‘j“
method when it is striving to revive or strengt L‘n
the demand of a particular p_roduct.“i\l In!r:c.»;
simply an external alteration 15 rnc:c‘—-“is-‘l = "The
product or in the current P r.OdUC['bll-ne:.m be
modification being tangible gr mtzm;gld ¢ T(;ping
accomplished by re-creating li e 5:;2 some
altering size and including ordlfcltml{‘r::' example,
characteristics related to the ngm P;lrau, tanmiched
popular pan masala brand. N

ase of
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stadl puckets offering different quantities and at
varible costs 10 gadn aeeess 1o different market
segments and o increase ity market ared. Also,
diverse growth wis observed in the market share of
the product when the company planned 1o include
tobacco, e zaeda, in the pan masala, Several
faetors like organisational objectives in (he long-
i, competitive  growth  observed  in specific
product market and consumer needs and priorities
majorly influence the product modifications.

3) Product Elimination: 1t is always not possible to
refine or change products to complement  the
market requirements, On - such cases, removing
these products from the market can prove to be a
beneficial option, The activity of removing the
product is known as ‘product elimination’ in
technical terms. This activity of elimination or
deletion can be for the whole product line or for a
specific item of the product line.

Products with non-profitable scale of production
and poor  cost-inventory analysis (due to low
demand) are generally eliminated from the market.
The profit levels may not justify the unreasonable
management  time  consumed by such product.
Since, these products are obsolete they may lower
the company’s reputation. Therefore, elimination
decision is very crucial in such cases.

3.1.7.  New Product Development

The goods and services that vary considerably in terms
of their attributes or intended usage in contrast with
the goods manufactured previously by the same firm
are termed as ‘new products’. It is a difficult task to
define a new product. It involves novel ideas and
ofterings which are entirely different and new for the
customers. Moreover, the relative view is considered
highly useful in defining a new product, as the
potential consumers who will be using the product for
the first time, may identify opportunities or problems
for consideration.

The concept of a new product is highly multi-
dimensional, which has capabilities of satisfying the
wants of desirous and interested stockholders. It also
provides  strategic  competitive  advantage to
significant number of interested consumers.

This also leads to significant opportunity for a firm
to create value in the competitive market. There are
various perspectives from which a new product could
be defined. The following definitions are significant

among them:

According to Musselman and Jackson, “A product is
said to be a new product when it serves an entirely new
function or makes a major improvement in a present
function”.
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" “Ne can original

According to Kotler, “New Pmd.“Ct m s and
improve ducts, modified products ¢

products, improved products, firm through its

new brands which are developed by the firm ouEn

ent efforts and includes

own research and development efforts : Fpi

those products which the consumers see as new.'ff -
product is thus perceived differently ‘ by di er?

people. Tt is a need satisfying concept with benefit for

buyers  bundle of peed satisfying feature:t:; for

marketers, a way to add value; for intermediaries, an

opportunity to design; for R&D and to assemble and

process for production department”,

After product planning, the next step is product
development. The process of identifying  the
probability of producing a product is called product
development. Under this process, the feasibility and

profitability of producing a new product is assessed
before making a fina] decision,

According o Limpson ang Darling, “Product
development involves the adding, dropping, and
modification of jtem specifications in the product line
for a given period of time, usually one year”,

New product development involves all the phases and
functions in launching a pew product or service. The

market. New product €ncompasses

competitive pressure, cost challenges and increased
consumer expectations which helps the firm to develop
an enhanced and better-quality product for the market,
Through acquisition or development, a firm can

introduce new products in the market. The following
are three forms of acquisition:

1) By buying other companies,
2) By acquiring patents from other companies, or

3) By purchasing license or franchise from another
company.

3.1.7.1.  New Product Development Process

New product development is an eight step process

which involves g the key elements required for

developing a product. These steps are beneficial in
getling information input and decision-making while
dcveloping a new product. Other than this, market
research alsg pPlays a crucial role in the process. The

Process of new product development is as follows:

1) Idea Generation: The most vital and first step of
New  product development is gathering and
¢valuating pew ideas to reach the potential
Product options, Idea generation is considered as
an On-going process for many companies
im’olving the assistance from internal and
€Xternal sources of the organisation. Several
Market research techniques are applied to boost
ideas such 4 running focus groups with

2)

3)

MBA First Semester (Marketing Managemem) v

ers, organisation’s sales force and

customers, 0Org kb Cha
members, cncouragmg. ; 2gestion. o
complaints via websnft .Ormsl and t011~free
telephone numbt?rs. This canda 50 be dop \
and gaining inSIgh.t on product devyel, "
activities of competitors through‘semn.da. X)
sources. Brainstorming 1s one of the Signific,
research lechniqucs. uscd_ to generate idea,
where different creative thinkers COlllect (0 Shyy,
their ideas and thoughts. These W_lll he]p the
group members to generate f’ne idea oy of
another which may lead to a wide range of e
products.

Screening of the Idea: In this step, all the ideag
generated in the first step are analysed and the begt
possible one is selected for .new. product
development. Working on non-feas‘lb]e 1deas may
be costly and risky for an organisation. Hence, the
ideas generated above are evaluated effectively by
the company personnel to select the most feasible
idea. The screening of ideas primarily depends
upon the number of jdeas generated, based on
which the screening process may be held in rounds
like the first round comprising of Judgements of
ideas by company  executives, whereas other

successive rounds may involve advanced research
techniques.

After the selection of few attractive ideas, a
‘Tough estimate of an j

includes jts potential ip
production cost, competit
the ideas are suitable thep
next stage of new product

or’s Tesponse, etc. If
they are moved to the
development.

Concept Development and Testing; Once the
marketer has finalised few ideas, he initiates

towards the attainment of initig] feedback from
the customers, jts employeeg i

These ideas

the focus
groups through Storyboardg board
presentations, etc,
For example, the customers may be shown the

Product concept by drawing the Product ideg e
Wwhiteboard or an advertisement imroducing the
new product. They may also be Presented i
mock-up of ideas which may not be ghe actual
functional version of the product ideg,

The most feasible ideas selected by the Organisatjop,
are put forward to the target audience. Wy, de;
they think about the idea? Will it be Practical apq
feasible? Will it offer the benefit that (he
organisation hopes? Or have' they overlookeq
certain issues? It is not a working Prototype, by,
just the idea or concept that is presented to the

taraat andiansa
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an e i pot found viable). The main aim of this
Sep s o find out the valuable estimates of market
seze (Len total market demand), operational costs
(Len production costs), and financial predictions
(tz. sales and profits). Moreover, it is most
sigmificant to determine if the product is suitable
for-company s overall mission and strategy.

and place of launching, whether it will el s

nationally or regionally, how it wil) be fesm o
cle, Some of the organisations prefer ssageutoe sy
the new products region by region. This reipn the
organisation o manage ity Production acissities i
an effective  manner and 2l InpOvIsE  the
marketing mix while, approaching a new region
The market research can be directed in two ways,

te., mernal and external. Internal market research 3.1.7.2. Why New Products Fail: Failure of
mav involve discussions with production and New Products

purchasing personnel whereas, external market Every organisation has to significantly devoge time

research comprises of customer and distribut_or money, skills and energy to innovate and develop 2 nee
survevs. secondary research, competitor analysis, product. Irrespective of the effors put by the
ete. Other than all this, the organisation must also organisation, the new product may experience fzilre

- iy < A product failure crucially affects the organisaion &n

scrutinise the financial viability of the produc_t in
the long-run such as cashflow generation,
production cost, market share of the product and
expectad product life cycle.

: i : as follows:
,_ Marketing Mix Development: A Some of the reasons are as 3 _
8) Produ. : n::t tl:'dmzla:odud ?S produced at this stage. 1) Over-estimation of M;arkel Size: A product will
g‘:;_;;p;uncmnf the prototype in the market, it not be able to perform in the market, if the marjes
&

size i er-estimated. This mav lead 1o lew

finally the product size is over-estima nay ]

must clear all the tests and thgir‘l: g {V hilep daing o e i (g e G el e
T & e ' the quality of the product is good.

- . ions and ideas are
business analysis, the suggest ‘ b . -
- . i The initial design or Under-estimation of Market Competition:
ziven due consideration. Ihe 1n g 2)

hat idea is then developed by the When a marketer fails to estimate the acrzal
pmmtylp:e ij(da lopment team. The marketer competition level and competitors™ strenotae
resgarch an eve

: keting plan for the idea. amd then the product may have 1o deal with severe
also designs a mar lan f id -
once the lg)’:o(()t)'pe is ready, it is introduced to the

competition in the market. This often leads 1o
Unlike the concept-testing stage, in failure of new products.
customers. Unlike

terms of time, money, brand image and motivation ke =]
of employees. Therefore, it 1s very imporz— o
determine the reason behind the failure of 2 produc:




4)

3)

6)

7)

8)

9)

Inadequate Market Research: If “.t,muihllc.l“::
unable to study the market and makes L‘II(N'I.L( :
predictions about the customers’ nc'."ds and \'\.lflvl:\.
then this may fail to satisfy the potential customers.

Lack of Uniqueness: If a product is incompetent in
comparison with the competitor’s  product, then
customers have no reason to purchase a new product,

Poor Product Design: A poorly designed product
may cause inconvenience (o customers in using, lhcl
product. This is one of the major reasons ol
customers’ to dislike about a product.

Lack of Superiority: It is essential for a product to
prove itself superior in contrast to other similar
products available in the market, Sale of new
products cannot be made on the basis  of
superfluous claims made by the marketers. Hence,
leading to the failure of new products,

Incorrect STP Approach: A product may fail (o
capture the market, when a marketer incorrectly
scgments the market, targets the target audience
and positions the new product.

Technical Issues: While using a new product, if a
customer faces any technical issues, then he may
discontinue purchasing the same product again.

High Production Costs: When the price of a
product is high compared 1o the other products in
the market, then this may lead to product failure,
This occurs, when the actual production cost
exceeds the expected production cost.

10) Wrong Entry Timing: If a new product enters the

market at the wrong time by making hasty
decisions or by entering late in the market, then
also the product may fail to establish its position in
the market.

11) InefTective Promotion: Ineffective utilisation of

promotional iools lead to new product failure. The
customers remain unaware of the product’s
attributes and functions, due to which customers do
not purchase the product.

3.1.8. Managing Product Life Cycle (PLC)

All the products have a particular duration of life,
similar to human beings. As human has different slages
of life (like birth, growth, aging, and death), product
also passes through several definite stages, which can
be easily identified by marketers. Right from the time
of concept generation, during product development, and
Upto the time of product launch, the product is said to
be in its pre-initjal stage. The life of the product starts
Wwith its introduction into the market, It then experiences
a rapid expansion in i market. This stage is followed
by steady growth of the product resulting in its
aturity. Subsequently, there comes a stage, when the
market for the product decays and finally its life ends.

MIA First Semester (Marketing M:umgmncn“ i

Product lile eycle can be (luhmlrfi as “the change in
volume of a specific product ollcrcd'l.vy an “rg“"isilfi()ﬁ
over the expected life of the product, |

According to Phillip Kotler, “The ;){'0(]&1@ “rc‘cyclc i
an attempt to recognise distinet stage in the sales hixt(,,y

of the product™,

According (o Arch Patton, ""I‘l.lc 'i‘_'C-Cyclc of 4
product has many pninl.j; ol similarity .Wﬂl‘l .lhc humgy
life-cycle; the product is lm.rn, grows lllh‘l'll)": allaing
dynamic maturity then enters its declining year™,

According to William J. Slnn.t'on, “From its birth to
death, a product exists in different smg_:cs and jp
different competitive environments. Its adjustment g
these cnvironments determines to great degree just
successlul its life will be”,

The concept of product life cycle (PLC) is used by
marketers (o design a series of strategics for dealing
with cach and every stage, the product passes through,
For a product, market conditions change with the
change of its position in the PLC, therefore, it must be
managed through cffective strategies.

3.1.8.1.  Stages of Product Life Cycle

Generally, product life cycle graph is a bell-shaped

curve. This curve consists of following four stages:

1) Introduction: Introduction stage is the stage at
which product js introduced into the market. This
stage is characterised by presence of slow sales
growth. There is no scope of profit generation, as it
lakes time 10 balance the product launch expenses
with its sales, Among the different stages of the
PL(;, the introduction stage is the most costly stage
as 1t consumes g large amount of investment.
Researc'-h and development, Market testing, injtial
promotion, etc., are (he areas where z; huge

inVC. lmcnt ik‘ nCCdCd, pﬂl’licu[ I y i a ( om i .V
S S s ] 1n g
: ; ‘t. ) petlll €

2) Growth: This is the Stage wherein th
gains quick acceplance in the Mmarket ¢
generating profit. The rapid growth in sales and
profit is the key feature of this growth stage, AS‘the
()rguniszlztlon attains cconomy  of scale jn the
production, it is able to generate profit from the
sales of the product. This profit margin keeps on
increasing as the organisation Maintains  (pe
cconomy of scale. This growtp cnables the
organisations o invest more in Promotiona]
Strategies to get the best from the growth stage,

3) Maturity: In maturity stage, a level of Maturity jg
reached in a product’s sale as it has now been
accepted by most target customers, The profi
generated by the product is stabilised or may
dccline due to enhanced competition. In this stage,
the main objective of marketers is to sustain the
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sraciee share dae ©e product has built up. This
inpe e st crvcnal s|age many product lite
Qugiin, amd Une marlerns vend o wmake w e and
Tnure  dnons egudiag
praduet. For  guimeg  competitive advantage.
anrkeers ey wiv o product mu\iit‘xc:mons\m'
aiferarens ux Be production provesses.

£ Dedimes This stige & marked by sales going down
e profits devreasing drastically. Here, the E\wduct
Inex T postton: and makes g way for a new
:;n:\ém:‘.'. W enter e the market. In this stage., the
EEREE ST of T product starts decreasing. and

marketing  of  the

it

that is why, it i called deeline stage, This deeline
could bie because of the market belng exhiusted
(Lo all the consumers who could purchiase the
product are already In possession ol 1), or dae (0
the awitching ol consumers towards o different
product,

Being  unavoidable, this  stage may  force  the
otganisation o withdraw its product from  the
warket, However, organisations may still generate
profit by adopting low-cost production processes
and targeting cheaper markets,

Characteristics of Different Stages in Life Cycle . S
Craracmristics Intreduction Growth Maturity | Decline |
Iy Mrxeome ADrct  moovators  and|/Expand  distribution  &|Maintain differential|Cut  back, revive,
Ciyecmve wonmion  leaders o pew product line advantage as long aslor terminate
croduct possible
2 Idmsoy Sales  |Increasing Rapidly increasing Stable Decreasing
Ty CompeSton Naone or small Some Substantial Limited
£y duosty Profit | Negative Increasing Decreasing Decreasing
3y Cusuomess [oovators Affluent mass market Mass market Laggards
€ Podma M Orze or two basic models |Expanding line Full product line® Best-sellers
¢ Dismifodon i Depends on product Rising number of outlets |Greatest number of outlets|Decreasing
| number of outlets
Ty Fromotioo j[oformative Persuasive Competitive Informative
9y Pricing | Depends on product Greater range of prices  [Full line of prices Selected prices

3182, Strategies Across Stages of the PLC
Frodmer Life Cycle or PLC serves as a useful yardstick
for markerers to anzlyse a product’s demand in the
mzriet znd understand prevalent market conditions in
Eifferent stzzes of its cycle. PLC describes the changes
o r'zﬂcmr;." environment. demand and supply of the
croduct, comsumer understanding and the extent of
cormperition in the market, therefore, it is of utmost
fmporance  that  marketers should change their
macketing strategies and the marketing mix, as per these
chang=s, Strategising is essential for the goqd hea]t!] of
awy firm. A good strategy helps in performing various
atioss and achieving required results which otherwise
wenld not be possible. The PLC as a concept plays a
%o rofe in the development of a marketing strategy.
Four stages are there in every PLC, ie., introduction,
Zowh, maturity and decline stage. Each 'and every
taze of the PLC dictates the market condition and its
"Sponse to the product in terms of volume of sa]es‘ or
prodit. The strategy to market a product keeps chanpginég
ver it life cycle. Generally, for each. stage Qf t.he ,
there is 4 corresponding set of marketing tactics:

1) Introduction Phase: The introduction phase is the

phase of launching a product into the market. In

isati 4 istics of this phase
Organisa | terms, charactert |
. g -6 tions stemming from

are huge costs of operal .
inc[ﬁcicgm levels of production, e’ftemée:l g:r:lol on
of learning, resistance by the established tra

accept a new product in the market, distributors and
resellers demanding higher margins with longer
credit periods, and need of extensive advertisement.
Large amount of investment is needed to counteract
this situation. Being new in the market, the product
faces the problem of credit as well. Therefore, lot
of cash is required in this stage.

The features of this initial stage are:

i) Newly introduced product type.

i) Unawareness regarding the product among the
consumers.

i) Appropriate capitalisation holds the utmost
importance.

iv) Initially, the sales in industry are insufficient,
but increases gradually.

v) Generally, no profits are generated.

vi) Primary demand for the product is generated
through advertising.
vii) Marketers focus on developing awareness and
providing trial for marketing of the product.
viii)Sales promotion activities are used to set off
product trials in the market.

ix) Nothing is known about the product.

x) Usually, the price of the product is high.

xi) Market placement is selective.

xii) The promotion of the product carries a lot of
information and is generally personalised.
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Aceording o P, Kotler, in introduction stage, the

management of an organisation may follow any of

the ln“nuzln;r four tactics on the basis of high-low
prosietion and price: )

1 Rapid Skimming Strategy: For consumers wﬁ‘h
Iy awareness about products, the best strategy is
the rapidd skimming strategy of high promotion
and high price, This strategry also works best
when consumets who are aware about products
ate willing to pay any amount of money to
purchase them, During the launch of a product,
masketers wish 1o balance the costs incurred in
the launch phase of the product by rapid
skimming strategy, Rapid skimming strategy also
viorks with products having large market size or
when the level of competition is severe. Products
belonging 1o the Category of non-durables and
consumer  electronics generally  prefer  this
srategy. This is why, the pricing of consumer
clectronic items such as computer games, music
systems, TV, etc., are initially kept high to cover
the high cost of production and then subsequently

decreased to sustain the market share,

i) Slow Skimming Strategy: The essence of this
strategy 1y that the company has enough time to
balance  the expenses  incurred  during  the
product’s pre-launch period. In this case, the
product is Jaunched by the company at a high
price but 4 comparatively lesser amount of
money is spent on the promotion. This leads to
greater profits being made by the company as
the price of the product is high but the
marketing cost is low. This occurs when the
Jevel of technology used by an organisation is
extremely advanced and ity competitors have to
invest heavily 1o build up this technology.
Moreover, as most of the firms may not have the
fccessary resources to compete, competition is
linited to one or 4 couple of large firms. Slow
skimming strategy is also utilised in the case of
limited market size and consumers are aware
and ready 1o buy the product.

i) Rapid Penctration Strategy: A company using
this stratepy charges low prices and spends quite
@ Jot on promotional activities. The rapid
penctration strategy can be implemented on the
vame grounds and conditions of the environment
as that of the rapid skimming strategy. The sole
difference between rapid penetration and rapid
Pkimiming strategy is embedded within the long-
ierm objectives of the company. If the long-term
objective of the company is to achieve market
share and profit maximisation while the market
I charactenised by severe compctition and other

ety barriers, in this case, o firm can use this
'\lr.‘mt;gy,

2) Growth Phase: Having crossed the inlroductmy

%.a - .'

MBA First Semester (Marketing Ma"agtmem, v, ?
iv) Slow Penetration Strategy: In this Strategy .
company launches a new  product o

e

q
comparatively |0W_C" pricc,'a‘m'l ‘?'Pcnds lesse
money on promotional activities. Thig lowe, §
price helps the company to capture the mgy,,
while the low expenditure on promotion help,
the company to earn more profits. In caee of
conditions like large m'zlrket, lr).v:f lcycl of
competition, product bemg. famllufr' in the
market or market being price sensitive,
strategy may be fruitful.

phase, a product reaches the growth phase. It has to
be said that the introductory phase is the mog
critical phase for a product, as majority of products
(more than 95%) are not able to survive in this
phase. Nonetheless, the lucky 5% of the products,
which make it to the growth phase, encounter more
intense competition here. Consumers are offered
variety of product types, with different packaging
and pricing due to this increased competition.
Consequently, the number of customers for
products increases, which extend the size of the
market. Trade channels now show an acceptance of
Fhe product and are willing to stock and deal with
It. As more people in the trade are dealing with the
product, lowering of prices is commonly noticed.

The features of this growth stage are-
1) Sales increase rapidly.

1) The profits are Eenerated, raised and stant
declining at the enq of this phase.

iii) The company focuses to pr
shifts from primary
clients’ demangd only,

iv) The fami]iarity and
product is high,

v) As more players qre
product, the price begi

vi) A more widespread
takes place.

vii) The focus of the
development of the prod
image.

viii)The organisation em
share development.

consumption Jeyg) of the

allracted ip ¢,

ade of the
ns to decrease.

Placemeny of the product

Promotion

1S on the
uct brang and

Product

phasiseg lowardg Market

According to P. Kotler, the following
may be used for sustenance of the market
1) Improving the quality of the products,
ii) Addition of new attributes to the product
improvement in styling.

iii) Selecting new channels of distribution,
iv) A reduction in the prices to lure buyers,
v) Increasing activities related to promotion.
vi) Entering new segments of the market.

strategies
grOW[h:

and yp
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3) Maturity Phase: Products Surviving the intenge

competition in the growth phase ang winning the
customers’ approval, reach the Mmaturity phase, This
maturity phase is marked by a decrease i;l the
growth rates of profits and sales. A price and
promotion war emerges during this stage due to
immense competition. The demand for the product
multiplies  manifold during this phase as an
increasing number of customers become interested
in the product. Lowering of profit level may also be
seen during this phase. The features of the maturity
stage are:

i) The sale of the product reaches to its
maximum, but then levelling off occurs,

i) Profits of the industry slowly shift towards
declining phase.

ifi) There is an increase in the level of competition,

iv) There is an increase in promotiona] costs as
demand for the product becomes selective.
Organisations commonly  utilise  sales
promotion tools to facilitate brand switching, It
is quite common for companies to motivate
customers to change their old consumer
products for new ones.

v) Price competition increases due to increased
homogeneous products.

vi) Organisations focus on brand differentiation.

vii) Diversification of brands as well as models
occurs.

viii)Other products made by the competitors are
available as alternatives in the market.

ix) It is not wise to enter a new market in this
phase. As profit margins are limited in this
phase, it is not appropriate to spend money on
capturing market share. Therefore,
organisations focus on retaining market share.

X) Companies maintain efficiency all around to
survive during this phase.

xi) The prices are at their lowest level.

Xii) There is intense placement. _

xiii) Different promotional strategies are designed

to enable repeat purchasing.

To manage effectively, the marketing manager

must focus on: )

1) Improving the product’s quality.

i) Increasing the usage among
customers by exploring new
utiliti roduct.

iii) Tt'f;']itllzs :)oﬁch:agge non-users into users of the
product, i.e., forming new buyers. | o

iv) Devising effective promotiona
advertisement programmes.

% Decline Phase: The decline phase is lhe. ﬁn?j] sta]ge
in the life cycle of a product. Profits and sales

i is ste chnological
Continually decrease during this smge‘. ;](;cdrx:fcrei cal
dL‘VelopmemS, changes in the tastes af p

the present
and different
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of consumers, development of new products with
comparatively low price ranges, and new fashion
trends are the major reasons behind the lowering of
the sales. If the alternatives available in the market
are latest in fashion and are more eye-catching,
buyers will probably turn their attention towards
them. The features of this decline stage are:

i) The product is confronted with lesser
competition as the number of competitors
declines.

ii) The volume of sales of the product drastically
decreases.

iii) The price of the product is also expected to
reduce drastically.

iv) There is selective placement.

v) The focus of the promotion is on sustaining the
loyal customers.

vi) Profits decline and gradually are reduced to
none.

According to Stanton, for generating profits, cost

control is very crucial. The different alternatives

available for cost controlling and generating profits
are as follows:

1) Ensure that the production and marketing
programmes are as effective as they can be.

i) A regular revision of all the organisational
products is necessary to identify which models
and sizes are selling and making profits. The
ones which are lagging behind should be done
away with. Often, this strategy will bring about
a decline in sales, but a rise in profits.

iii) Improve the functions of the product or
rejuvenate it, in some sense.

iv)  “Run out” the product, i.e., reduce each of its
costs to the minimum level which will cause it
to earn optimum profit over its remaining
limited life.

v) One option may be to abandon the product.

3.1.9.  Packaging of Product

An end consumer always receives the product inside a
cover, container or wrapper. It is termed as packaging.
It is an essential element of the product presentation. It
resides with the product until a customer does not buy it
from a retail outlet. Packaging and packing should not
be used interchangeably. Packaging is the materia]
used to cover and safeguard the product. Whereas, the
method of enfolding or coverin £ products into packages
is called as packing. With the help of suitable packing,
a product gets an outer protective enclosure useful
during the transportation of the products to the
importer. For example, packing plastic boxes in
corrugated fibre board boxes to protect them during
transit would imply packing. The container or box in
which a product is packed is called as package. The
technique of creating or manufacturing this contajner or
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~ . 1 E a
box is called as packaging. For example, l;iq:g;i(vil
plastic container (package) to pack assorted (];f)nit’no
of embroidered handkerchiefs is known as packaging.

According to William J. Stanton, “Packaging may b‘e
defined as the general group of activities in [.m)duc.f
planning which involves designing and producing the
container or wrapper for a product”.

Packaging attracts the attention of consumers, helps to
connect with their own personality and establishes an
emotional relation in very small fraction of time. Style of
packaging develops with the needs and requirements of
the customers. Sometimes these requirements may
become the key ingredient to determine the effectiveness
of packaging. The terms packing and packaging, and the
difference between the two can be learned through
classifying the term ‘Packaging’ into two types namely;
‘consumer’ and “logistical packaging’.

The basic purpose of undertaking product or consumer
packaging is to safeguard  the goods from reactions
caused by natural elements. to draw the attention of the
market and to have ease of handling. Whereas,
industrial or logistical or transit packaging is utilised
in case of physical distribution of goods. Both these
categories of packaging are intended to achieve
organisational objectives, where logistical packaging
aims to meet distribution objectives and product
packaging fulfils marketing goals. The packaging aspect
of the product offered to consumers is very crucial for
any marketing strategy. Several features and elements
need to be evaluated while creating a package.

3.1.9.1. Role of Packaging

Packaging performs very important roles, some of
which are discussed below:

1) Utilitarian Role: Packaging helps in enhancing the

utility value of the product to its customers in the

following ways: .. e R

1)  Eases brand identification.

ii) Enhances convenience of using product by
keeping the product clean and intact.

iii) Helps in protecting the product against
spoilage, damage, spilling, and evaporation
while it travels from manufacturer to end user.

iv) Facilitates easy handling and safety of stock
present in the retail stores.

2) Profit Role: Packaging also helps in generating
revenues in the following ways:

) As the effective packaging prevents the
products from damaging. This helps in cutting
down the unnecessary costs that may have been
incurred in these activities; therefore, it

_ Indirectly helps in increasing profits.

) Those customers who generally give more
value to the packaging do not mind paying a bit
extra for it. Thus, package helps in bringing in
more funds,

MBA First Semester (Marketing Managemep, vy,

3) Communication Role: Packaging serve

medium of commuiiication b)./ Il;ecoT]mg a par 0"‘;
communication mix, esgecm )f’ t F(?Ugh Sal
promotion and advcmsmg, in the ollf)wmg ways;

i) Product Identiﬁgatlon and. Dlﬂ.‘eren_"atiom
Packaging helps 1n prociuct identificatiop B

differentiation. In t9<iay s world of CUt-thrgy
competition, where 1t 18 dxfﬁf:uit to dlfferentiate
two physical products, the distinctive package,
help in differentiating one product frop,
another. There are various brand.s of taleun,
powder, cream, hair oil, soap available in tpe
market; and it is the unique col_our and design
of the container/wrapper which heips the
consumers to identify and differentlzfxte the
products. Thus, packaging is an essential part
of the product and nowadays peopie choose .the
products which are available with attractive

and striking packaging.

i) Communicate Product Message: Package
conveys the message of the product and
encourage people to buy it, for example,
attractive package of few leading brands, such
as Cadbury’s fruit and nut chocolate, Real Fruit
Juice, Kellogg’s Chocos, Dove Soap, etc. This
role is especially true in the case of edible
products and medicines because necessary
information is mentioned on it, such as,

ingredients, directions for use, precautions,
nutrition value, etc. v

iii) Implerilenting the Repositioning Strategy:
Packqgmg also plays a major role in product
repositioning strategy. The labelling and .

as, baby soap, talcum powder,

. : . tooth paste,
cooking oil, Washing powder, hair o

il, etc.

iv) Reiterate the Sales Message: It helps %
conveying the sales message printeq on the
package of the product Tepeatedly. ‘Whenever
the product is picked by the consumer for yge
the message is conveyed to (he user, It,
motivates repetition and replacement buying.
It is specifically relevant in case of householqg
and FMCG products such as, Maggj Noodles,
Parachute Coconut Oil, Ponds Talcum
Powder, etc.

v) Product Promotion: It helps in promotijop of
the product when the customer is aboyt to
make a purchase and also influence the buying
decision of the consumers. With the help of
packaging, new products can easily be
identified after which the customer can ask
about the product from the dealer and make the

7*,. 7
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Hﬁi N-m NN ‘pmimms could easily be
i::.x: B:l\ "at“-“ .r ur:zgm- packages, such as
Aove Brauty Soap. Kitkas Chocolate, Ferrero's
Knder Joy, exc. B

{ the Prod
e Al ‘ uct:
Packszng plavs an essential role in entancine

o smacaveness of the product. The products
vatxt_a\*k z.f:r:.:zive in the display at the r‘cmii
qcre mmdeately atract the anémion of the
people dee w their pleasing appearance. for
exasmple. Pood’s Dream Flower Talcum
Powder. Lux Beauty Soap, Hide and Seek

Biscot, e,

Packaging facilitates the
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product marketing in

following ways:
1) Shape-Distinctive Outlines: Packaging gives a

shape to the product. The shape of a package is
controlled by the functional features of the
product delivery. Packaging supports the
appropriate delivery of the product to the end
customer. Sometimes, products lacking any
visual cues need to be delivered to the end
customers through representing their multiple
functions. This is only possible with the help of
giving a shape to the products. Thus, an

attractive and distinctive outline is provided by
the shape of packaging. It facilitates the
promotion and delivery of different shapeless
products.

~a) Bu;““{ng and Marketing Roles: Packaging is
= L:,f-::.l component of the marketing
foocton and should be considered during the

mmitial stage of the marketing plan. Apart from 2) Colour: Colour of the package may send various

s, it s involved i i , :
e ctt)b.l.-"; ?Ii:d m the buying function and ideas and essence of the product to the end user.
- cuons of the organisation. It It plays an important role in the visual

al<o plays 2n i i i 5 i .
pia) tmportant role in enhancing the representation and recognition of a product. It is

"E!E S 2
o 10c taand oF prodincs. very easy for the marketers to associate a
articular colour to the brand in comparison to
2 cking ; paty ; ‘
%‘1‘9“" Pa - as'a ﬁigrkgtlng Tool o adding a text or symbol. For example, Coca-
 Feriong execuies a growingly significant role within the Cola can easily be recognised by its red colour
mieriyime system of marketing. Every marketing plan

and similarly, McDonalds can be recognised by

comsaders “packaging” as a crucial player which acts as yellow colour on its golden arches.

2 ‘silenr salesman’ in the self-service outlets launched
Zese days. The packaging of a product attracts buyers.
E supports the marketing plans in regards to fulfilling
current as well as future marketing needs and creating
zew opportunities and markets. Hence, pac:kz:l,r_zing?y is
tomiidered 2s an essential element of marketing.
Pickzzing contributes in enhancing profits for a
company in two ways. First, effective packaging helps
= "‘;d_cuon of cost and second, it helps in Increasing
fe 1zles volume, Hence, design of a pack leadsr ‘3
#eczive marketing, increasing sale of product an
mrproving the profits.

Moreover the different choices or flavours within
certain product types can be distinguished with
the help of colour. For example, purple
represents grape, green denotes lime and yellow
for oranges. Similarly, red or dark brown colour
indicates regular coffee, whereas green colour
represents  decaffeinated. Therefore, colour of
packaging is aggressively used by marketers so
as to promote and sell the products.

~3) Surface Finishes: Similar to- colours, multi-
functionality can also be communicated with the
9 order 1o differentiate a product from lhf“ of the help of c'on!rlus‘ting surfuclc finishes. A contrast
fﬁ‘pf:uitora 2 marketer tries 1o add value 10 hfs product can be highlighted by using glns’_sy surface on
by gh,,-,,-c;sin its  utilities (multi—tz,s?mg) to ic one ‘compartmcnt of the multi-compartment
tomers 'I'hi% utility is required 10 be displayed U?{"E container and a smc'mth surface on the uthq one.
) g 'mn:aﬁ(,n‘which is done through atractive Graphics or labelling can be used on single-
F’f-tka;_fjg In the opinion of marketing fl”‘f-"’hj’; cnmpanmem. container  to hlghhghl cnnlf::ﬂt.
'r:-.d;},{'i,m _buycr notices a product kept on @ W}if“v “’ u’crc I‘hcs(. gmphlcs and lcxlqrca are (lls‘plnyx.:(l’m a
T 03 eeconds, The product will nhtall:jl (« L(?n c dlfsllncuvc manner. Thus, lhgsc ﬁlsr'fxlcc hm.sh.cx
W;{md@.wqmwd for making @ pu;cflifwl tz;l{ﬁlﬁma" of packz'ngmg cnublcl l'he.:‘ l;lffrktflckrs to casily
“d only if the buyer i antracted. Dunng communicate the product in the market,

xactly cataloguc i &
; Werial of time, the pacy_agc‘ ﬁha(t:rl:'fpzriwnyw"h et 4) Labelling/Decorating:  This  fact cannot  be
a1 1 ¢ . - - ;
" effect, indicate its value 10 ©

o o advantages and utility dcnicd' that lhc_ labelling and  decoration of
‘f”'lﬂmg brands and pw,-,cnt i d. onds just gives the packaging cxplum more uhuut_ the product, A
%1015, The time period of three “’f’f the product and marketer cfﬁc:crllly uses labelling in packaging
ft;{ea'sary time to scan the name (actors should be to differentiate the product and make it attractive
Salugte ity cost. Here, 8l mrhtt"l; make the purchase through incorporating different images, words
Visually clear helping the buy¢

J!.‘I!;i(m,

th

-,

g

\

.
b

¢
¥

¥

o
4
¥

or

iy St Ml R S D e T




68

colours. It helps marketers in communfatl\zgythift:
reasons for buying the product af]d the 2
should be consumed. Sometimes, ]Z i
instructions are very important for mz:ir. gne f
some specific products like — medicInes,

smartphones, engineering tools, etc.

3.1.10. Labeling

The section of the product which conveys the details of the
product and the seller is called as ‘labelling’. It specifies
the information about the product like its brand name,
components, brand logo, instructions to be followed while
using the product, promotional messages, if any. A label
can be a portion of the packaging or a small sheet may be
fixed with the product itself.

According to William J. Stanton, “The label is that
part of the product which carries verbal information
about the product or the sellers (manufacturers or
middlemen). A label may be part of the package or it
may be a tag attached directly to the product.”

According to Mason and ‘Rath, “The label is an
information tag, wrapper or seal attached to a product’s
package.”

Many varieties of labels are available in the market
consisting of plain tags affixed to the main product or
typical graphics on the package. One of the basic roles
of label is to give the product identification or its
concerned brand. For example, Sunkist imprints its
brand name on oranges. A lot of information related to
the product is displayed on the label including details of
the  manufacturer, production location, date of
manufacture, ingredients, safety precautions, and
instructions for use, etc. It can also be used to promote
the product by some attractive pictures and illustrations.

3.1.10.1. Types of Labels

There are three basic categories under which labels can

be classified. These three categories are discussed

below:

1) Brand Label: In this type of label only the name of
the brand is given on the product’s package. It
specifically aims at advertising and promotion of
the brand name of the manufacturer. For example,
Dhara cooking oil, Tata salt, etc. No other
information about the product is provided on these
types of labels. Mainly the manufacturers of
consumer goods prefer to use such labels.

2) Grade Labels: Many a time the manufacturers
produce more than one type of product in same
product category; in such cases the grade labels are
used. Grade labels describe the type of the product
(quality of product, grade of product, etc.). This
helps the consumers and the intermediaries to

3)

. T s
prvv e ZHIRY
}

MBA IlId e

ily. For exampje .
s roduct easily. s Cires.
identify the p etc. However, fh,

s. Leaf Tea, Fahas
Tea, Tea Bag ’, information ahe,,, -
does not contain any other bout p,

product or the producer beside the product type

Descriptive and Illustrative l:ri;]bel-' f:'!{ch labej,
are descriptive and illustrative. e)}; give detajj,,
information to the consumers about the product .,
its producer. It also contains mformatlor:), Such 4
date of manufacturing, date ()f.exp?r}:, quar-mty'and
quality of the product, ingredients, and directicy,
for use, etc. It is mainly used for the products, such

as medicines and cosmetics.

3.1.10.2. Role of Labeling in Packing

Roles of labelling are discussed below: b
1) Identifies Product: The main role of labelling is t,

2)

3)

4)

5)

allow the customers to know the produc't- apd the
concerned brand and thus publicise or familiarise the
brand name and the product. The features and other
details of the product are given by labelling. [t
informs the positive attributes of the product, helping
it to become a fast moving item in the market.

Grades Product: The standard of the product is
reflected on its label. Division of the product in
various grades as per its quality can be done with
labelling. For example, classification of wheat can
be done in grades; 1, 2, 3 or 4 and respected grades
are described on the label.

Promotes Product: Labelling is also involved in
promoting the particular product or brand.
Interesting, bright pictures and forms of graphics
are used in labelling to grab the attenction of
customers and €ncourage them to finally purchase
the Rrodpct. With effectjve labe]ling, the custome}s

Prot.ects Customers: The labe] Provides detaj]g lik

maximum  retail price, quality, quanjry o; he
packaged product, contents, etc., apg thus safe "y
the consumers from any kind of ma]practiguards
unethical behaviour of the dealers of intermedcfs- Ny
Consumers can differentiate between real andld;] iy
brands with the help of labelling, e

Prmfides Inform?tion Required by Law. To
provide necessary information related tg the pr oy
as required by the law, is also an important role of the
labelling. Thus, labelling provides the disclaimer o
Statutory warning about the product. Fop eXampe
“smoking is injurious to health” ang “chewiny
tobacco is injurious to health” are the twq Popula,
Statutory warnings provided on the l_abels Ofdgareneg
and pan masala, respectively. Similarly, m’evan't
statutory wamings need to be given on the Jabeg of
other poisonous or harmful products as well.
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o Facilitntes Buying Process: A
segregates the product from othe
hy \“\..‘H“l“‘“f“l‘& [Uis very important to ayoid s
confusion i case of medicines  and ; .“ ‘-“.wh
where @ smatl mistake in the spelling ul'Lllw\m{m]‘q
pae can be fatal to the customer, 5 i

specific  label
r products offered

7y Encournges  Selt=Sevvice: 1t is an effective
‘msu.umcn(. [ increase sales as it slimulmcs‘:g;f‘:
service in o large  departimental slomw‘ ‘zml
supermarkets, 16 the label provides the ng:ccws*n(
information like the ingredients, price qu'n;{lill?
quuli!‘\. fanes, uses, instructions  for l;.\‘c. “ul‘ct):
wamings, ¢t¢, the consumers can dccidé nn?i
purchase the best product on their own, Thus
labelling  assists  the  self-selling  firms in their
operations by way of promoting self-service.

3.2. PRODUCT MANAGEMENT

3.2.1. Introduction

All the activities related 1o product planning and
management  areinvolved  under the  product
management. The foundational corporate and marketing
plans are included in product planning as these plans
derive the product plan. Therefore, the part of marketing
management related to the planning and development of
aproduct, including building and management of a brand
is defined as the product management. With the aim of
maximising sales revenues, market share, and profit
margins,  product management (which .is inbound
focused) and product marketing (which 1s_0‘u_llx'mud
focused) are two distinet but complimentary IMHAVes.
quuding on the urg;mis:uimml structure  of  the
company, the position ot product management

cheompasses it wide mnge of tasks, from strategic 10
tactical, Driving the deve

lopment of new products 1s the
primary goal of product management.

be characterised as the
{ of a piece of business
prand, segment, etc.) as

Product management  can
entreprencurial managemen
(product, product line, service, b o-term customer
A ‘Virtwal’ company. with a goal of l?n,' l\’rf o
satistaction  and C(““P‘"i'i"c b | (.Z';eq
Management, NEW product dc-\»elopme}\t. fnmm:(.;ué[
support are all  possible components o :
Management but are not the same thing.

ing products

Planning, forecasting d¢ ““ld ‘:'}::;f:g:ii werall
OF services are i art of the product T § «
services are all part ¢ l ,r marketing of 2 product

responsibilities. The ylanning ¢ e 1a ic the
ponsibilitics. The | { the product lifecycle 18 the

smand,

or goods at any step © anagement,  an

responsibility  of I“‘".l“c.‘ i l: f;'n'“ Product
e W side E :

Organisational  function ins o variety of

od to refer t©

th the goal of bringing &

Management is @ word us
operations  carried 0wt wl

Certain product to market.
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3.2.2. Primary Objectives of Product

Management

Following are the primary objectives of product

management:

1) Plan: Planning and creating product specifications
that adhere to the long-term strategic plan is a
primary goal of product management. The strategic
plan may call for the creation of new items to
satisfy the demands of brand-new market sectors or
the enhancement and expansion of the current
product line to gain market share in the current—

sectors.

2) Customers: Product managers need to make sure
their products meet or surpass consumer
expectations. Pragmatic marketing emphasis that
the key goal of product management is to improve
the user experience. To do this, it is necessary to
collaborate with customers and take advantage of
{heir comments to make sure that the products are
user-friendly, straightforward to maintain, and able
to provide value to customers. The crucial goal of
maximising customer ‘happiness is achieved by
product managers with the aid of improving the
user experience.

3) Success: Commercial success is the ultimate
measure of product management, as per Innovation
Process Management. Product managers must
understand the significance of financial results even
though they may not have particular profit and loss
responsibility. They must coordinate the efforts of
other corporate specialists, such as product
development teams, marketing executives, quality
managers, and sales representatives, who affect
how well the product performs in the market, in
order to achieve commercial success.

4) Delivery: Product managers must adhere to
timeline and financial constraints. They must be
able to finish product development projects on
schedule and within budget in order to meet market
needs and deal with competitive challenges. In
order to keep ahead of the competition, the
corporation can shorten the time it takes to
introduce new or better items to the market.

Marketing: When it comes (o maximising revenue
and profit while satisfying consumer expectations,
product management and marketing management
have a lot in common. A product manager and
marketing manager may both work similarly in
many companies. In other cases, product managers
closely collaborate with marketing managers to
plan and  prioritise product  development
programmes using market research, and to inform
marketing teams of the advantages of new products
o they can create effective
communications.

‘N
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customer



3.3, , BRANDING

3,3.1.  Concept of Branding
In mmanagement  contest, Fotasiehinisl s % “-‘,I/;’{;?}fﬁiﬁ
ufpu-'b,r'n!;}!atm of infermstion assocsated wilh 4 J:f?‘fffl"*’r'“
or service, A brand particulasty consists of a name,
fopo,  other  visible features  incloding  colour
combinations, foms, imapes, symbols, etc, A brand
paises a pumber of expectations in the sands of the
individuals in relation with purticular goods or service.
These individuasls may be employess working with the
hrand, supplicrs, vendors  and  their  associates,
distributors and lastly consiimers,

According to  American Marketing  Association,
“Brand is a name, term, sign, symbol, or design, or a
combination of them which js imended to identify the
goods or seevices of one seller or a group of sellers and

10 differentiate them from those of competitors”,

The term *hranding’ is a very broad concept. It comprises
of the entire effort in creating a unique space in the mind
of the consumers for the product of the company,
through consistent advertising and promotion campaigns.
It can also be considered as the art of creating a brand.
The very first motive of branding is to attract and retain
potential customers through developing and maintaining
a unique position in the market. In this, the means of
identification of the company is recognised and
established. Branding includes giving a name to the
product, 4s parents name a baby.

The branding process consists of an advertising
campaign based on a consistent concept which forms a
distinct identity and image of the product (goods or
services) in the minds of the customers. Organisations
develop and maintain unique identification in the
market through branding.

It helps in fascinating and retaining loyal customers.
The act of naming a family member is quite similar to
branding. Here producers have children in the form of
products or services similar to parents having their own
children. As the biological parents are anxious to
understand the personality traits of their children,
similarly, producers are anxious to find out the nature
and scope of their products not on the names but based
on the launch of the product. Therefore, a managerial
process of deciding a particular name for a given
product is called as ‘branding’.

Branding guides the consumers in several ways
including picking out the most useful products, and
quality assurance associated with the product, etc. A
loyal purchaser is assured of the same atn*ibutes; qdality
and satisfaction from a brand during every shopping
experience. A seller also has many advantages i:
getting associated with a brand. The exceptional quality
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of a product speaks everything about a brand n:nnc.‘T he
exclusive  characteristios of a praduct are  lawfully
sateguarded agatnst duplication by competitors due to
s unique brand name and  trademark, l)i\'ision‘ or
subdivision of a market is also possible due to branding.

According to Jared Spool, “Branding means creating
an emotional association (such as the feeling of success,
happiness, or relief) that customers form with the
product, service or company™,

Acmrding to Costantino, “Branding is to help achieve
and maintain g loyal customer base in a cost effective

Way in order 1o achieve the highest possible returns on
investment”,

Brand creation is more than just giving a name to 3
product. A brand is essentially a promise that the
Company makes to Customers. It is g Promise towards
satisfaction of their needs and assuring world-class
product and service quality. Three questions *“‘who”,
“what™ and “why”, are Very crucial for the successful
branding of any product. Markctcrs'shou_ld introduce

who the product 1S, what does it-do, ‘and why should
consumers know about it

3.3.2.  Functions of Branding
Functions of branding are ag follows:
1) Related to Consumers
i) Identification of Product Source: Brands
naturally project the identity of the producer
and marketers because they reflect the initiator
or creator of the product.

i) Assignment of Responsibility to 'Product-
maker: The consumers are authorised by the
brands to allocate the authority to a specific
distributor or producer. Above all, brands have a
significant impression to win over the consumers.

iii) Risk Reducer: A buyer may realise severa]
kinds of risks during procuring and utilising
products including  physical, financial,
functional, social, psychological, risk of time
Wastage, etc. Brands can help to minimise
these risks encountered  during  product
decisions. They can be used as an effective risk
Management instrument by the companies
conducting business, in case these risks have
acute consequences in the long-run.

iv) Search Cost Reducer: The amount of money
Spent by the consumers on exploring various
Products is reduced considerably with the help
of branding. Brands assist in minimising these
COsts at the internal level, i.e., in relation to the
€Xpectations of the consumers and at the
EXternal leve], ie., in terms of exploring the
other avajlaple options in the market.

2)

vi)

vii) Signal of Quality:

MBA First Semester (Marketing M"“"‘Rcmcm, -
Promise, Bond or Deal with Maker ’
Product: A brand and a consumer Share;
relation which can be tf:nncd as a kipg .
‘bond’ or ‘commitment’. Consumers b“-‘in_)
faithful and dedicated towards a br:;nd have .
implied perception about the behg» iour of 5, |
brand. They cxpec_t a Fenaxn leve] i

performance, appropriate price of th.e Prodi

and suitable promotion and dm"?"““%
activities to create significant tilitiey
Consumers will continue to purcha§c 3
particular brand as long as they are satisfieg
and realise the services and benefits Provideg

by that particular brand.

Symbolic Device: Brand can act ag an
illustrative mechanism which enables the

consumers to present their own personality,
Few specific brands indicate different
characteristics or values due to their

association with particular class or category of
people. Consumers by using these brands can
convey to the society as a whole or to
themselves about the kind of personality they
possess or would wish to possess in future,

Brands can act as major
contributors  towards conveying particular
product attribute o consumers. Products and

a) Search Goods:

b) Experience Goods: |, €ase of experience

g.oo(.fs, product traits, Probably. equally
mgm_ﬁcam, cannot be simply evaluated by
ph}fsncal_ €Xaminatjgp but actual
vel?ﬁcatxor‘l and €Xperience is required
This may include safety Measureg, quality'

of service, Sturdinesg, effortlegs handling
or use of the product,

¢) Credence Goods: Under this, product
traits are seldom acknow]e dged or
comprehended, e.g., insurance Coverage
Consumers can face ot of problemg while
evaluating  and understanding the
characteristics and benefjg of a product in
case of credence goods. Here, brands can
act as key indicator of featureg and quality
of such kind of products.

Related to Manufacturers
i) Means

of Identiﬁcatio_n o Simplify
Handling or Tracing: Basically brands carry
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ii)

iil)

1v)

vi)

3.3.3.

Brand-product relationships
six models which are based ©
These models explai C
brand along with describin

o.ut .the function of Tecognisin
simplifies the task of handline - 1
fjown products in an organisation. It facilitates
inventory  management  and T
maintaining accounting records

which
ng and tracking

helps  in

Means of Legally Protecting Unique
Fez_lt'ur.es: A company receives security i(lt a
1eg1tm?1sed way  because of brands Tl;c
exclusive outlook and clmraclerisliés of
products are safeguarded by brands. A brand
helps a company to keep possession of its

intellectual property rights and also offers legal
status to a brand owner.

Signal of Quality Level to Satisfied
Customers: Regular and satisfied customers
are prompted to buy the product one more time
because of the brands which communicate
about the level of quality maintained by the
product. This commitment provides the
probability and certainty of demand to the
company. New entrants or other competitors
find it tough to penetrate the market due to the
obstructions created by loyalty of customers.

Means of Endowing Products with Unique
Associations: A product is graced with
exclusive features or associations or reputation
due to branding. Thus, it helps in making the
product unique.

Source of Competitive Advantage: Branding
acts as a source of competitive advantage.
Generally, product dt?signs or
production/manufacturing techniques may be
copied by the competitors. But, 1t 1s not easy to
create the same product experience or prodyct
positioning in the minds of consumers, which
was developed throu gh the branding efforts.
Source of Financial Returns: The concept of
branding may be fruitful in terms of ll);:mg a
potential source of financial returns. Due o
this feature, branding Jargely gets the attention

of top management.

For example, a majo
value of a given

r portion of corporate
FMCG company 18
represented by its intangible assetshand lgomil;
will. Rarely, the 10 per cent of the vale

represented by tangible assets. Her;(,) ran c:: ngt
is responsible for creating around 70 per

of the intangible assets-

Branding Strategies

can be governed by using
n organisational strategies.
and function of the

status !
hoe? relationships  with

g its

different products.

73

The key branding strategies based on the features of the
brand are listed below:

)

2)

3)

Product Branding: It is a well-known fact that a
brand can simultancously be an object, a word, a
symbol, or a concept. Brand is an objecet as it helps (o
differentiate each product from other goods and
services in the market. Brand is a word as it has a
brind name which gives details of the product in case
of oral and written communication. Brand is a
symbol as it has variety of features and it is expressed
thtough many figurative expressions like logos,
colours, forms, cmblems, designs and packaging.
Lastly, brand is a concept as it dictates its own
meaning and worth similar to any other symbol.

The product branding strategy is responsible o
attribute a specific name and positioning to cvery
single product or product line. Thus, every new
product gets its very own brand name exclusively
owned by it. As a result, a brand portfolio is
developed within the organisation representing the
product portfolio.

Lin¢ Branding: Linc branding should not be
confused with the concept of product lines. Here,
different products manufactured/developed on the
basis of one common theme are grouped together to
form a single brand. Initially, a single product is
launched to represent the brand concept, and
gradually different complementary products are
inttoduced in the same brand concept. The basic
theme behind such branding is not altered. For
examplé, Lakme is involved in practicing line
branding strategy. The basic brand theme of Lakme
is the “source of radiant beauty.” Variety of
products, complementary in nature, is offered by
Lakme under this brand concept like body lotion,
winter care lotion, eye make-up, foundation, elc.
Through line branding strategy, the basic necd of the
consumers is satisfied along with fulfilling
complementary needs. Lakme, for example, focuses
on satisfying consumers’ need to become attractive
and beautiful. Different complementary products are
offered by Lakme to fulfil this core need.

Rarnige Branding: Range branding strategy looks
similar to line branding strategy, but there is a
sigtiificant difference between the two. Like line
branding, different products arc associated with the
basic brand concept, but these products are not
complementary to each other. Different categories
of products are available under the same brand
concept. Here, the basic theme of branding is the
area of expertisc. For example, Himalaya Drug
Company offers variety of ayurvedic medicines
including skincare, body care, health care, etc.
Certainly, syrup, shampoo and facewash, do not
cdmp!emgnl cach other. Here, the basic concept of
branding is area of expertise. The arca of expertise
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4)

6)

Therefore, under one
ducts are
s of

here is ‘ayurvedic medicines . Lok
different non-complementary protes J
. One of the advantages &
spending 1ot
Il products

brand,
offered to the consumers. |
range branding strategy I8 the I‘(?w
promotion, a8 single brand covers 4 Ly
the group. Sometimes, range branding bec h;c(g
problem due to presence ol too many pro¢ sl
under the same brand. It can also lead to c'nnl usion
among the consumers and affeet the brand image.

Endorsement Branding: Here, the company llmm(l~
name is not so popular because of the popularity (?l
the product brand. The company brand name 18
highlighted in smaller letters and is utilised only to
give recognition to the owner, The product brand
exists on its own. For example, Cadbury Dairy
Milk shows the owner of the product brand.

In marketing communication programs, these
brands show their relation  with the parent
company. Here, product brands enjoy their

popularity along with highlighting its owners.
Company brand is also useful in attributing certain
specifications in the product brand.

Umbrella Branding: Just as an umbrella covers
the individual(s) holding it, umbrella branding
strategy covers the entire product mix of a
particular company, utilising a single brand name.
Here, brand logo or name is same for all the
products offered by the company. For example, all
the products offered by the company Phillips, are
offered with the brand name of Phillips. Any new
additions to the product mix or product line are also
named as per the parent brand. It plays a crucial
role in trial purchases, acceptance and survival of
such new products. The main advantage of such
branding strategy is that single promotional
program is sufficient for promoting the diverse
products. This kind of branding may also be called
as ‘family branding’. It is very crucial for different
products under the family brand, to maintain a
certain quality level. Weakness in one product may
create the negative image of the whole brand.

Source Brand Strategy: This strategy is quite
similar to the above mentioned umbrella brand
strategy. But unlike the umbrella brand, each
product under the parent brand has its very own
brand name which makes it a major distinguishing
factor between these two strategies. For example,
TA'!‘A company follows source branding strategy
for its products. The different products are TATA
Nano, TATA Indica, TATA Indigo, TATA
Docomo, TATA Sky, TATA Indicom, etc.

Association of additional brand name into the
source brand is very helpful in improving the
relevance of the source brand. It helps in drawing
altention of particular customer segment. To cater

diffe
names
source

sect Semester (Marketing Man,
MBA First 5em Rcflw,,), "

rent needs of the customers differep, bea

. ot afs
are designed for different produey, ,,;:
¢ . & Qe "‘ no P N ’ L4
brand helps in establishing the ney Prody,

in the market.

3.34.

Importance of Branding

Branding has the following importance for diffe;,,,

calegorics:
1) To Consumers o .
) i) Easy to Recognise: The existence of the brypy

—
—
~—

iii)

iv)

2) To Producers

i)

——
N—

iii)

iv)

name allows the consumers (o idcmify the
brand in the market clutter. This is because (p,
brand has a distinctive packaging, coloyr

design, elc.
Availability of Quality Products: A brand i
an assurance of quality. Even the producers
have to make constant efforts to invest in R&D
etc., so that they offer quality product and fulfil
the brand promise. Consumers therefore get an
assurance of quality when they buy a brand.

Minimum Fluctuations in Price: It has been
seen that price fluctuations do not occur in
brands. Consumers therefore get assured prices.

Improved Packing: The packaging of the
brands is given lot of importance. The name of
the brand and other details are included in the
brand packaging. The packaging itself has to
undergo a constant innovation in terms of look
and feel so that the quality perception of the
brand is maintained.

Mental Satisfaction: The use of brands by
consumers also gives Jot of satisfaction t(; the
consumers as it gives them g feeling that they
are using (& superior  produc 5 For man

consumers it can often be the feeling of ridy
like owners of Mercedes and Har]ey Savidgonc

Easy to Adver.tise: Having
helps Ehe organisation to dey
strglcg;cs as the .brands visio
and value propositions are .
H propositions are clearly defined. The
name of the brand can pe used by b
R s it . y the

organisation in its advertising “ampaigns.
Easy to Identify the .

y 3 P.rOdU-CVtS. ThC brand
name helps consumers to identify the product

2 B ~ 3 e 11 S'
This helps in advertising the products casily,
Creation of Separate Market: The brand helps
the company to develop a value Proposition fo,
a particular market. This also helps it to develop
a separate market for its products.
To Get More Price: Branding attracts apq
retains customers. They become loyal to the
brand and are ready to pay any price for the
brand.

4 proper brand
¢elop advertising
N, target markets.
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v) Easy tv Expand (he p
existence of a successful
company in expanding the product mix. The
company can add new products 1o the product
mix and also add to (s product lines, Getting
the customers (o buy new products js not a
problem as the new prodycts can rely on the
positive image of the existing brands,

roduct Mix: The
brand helps the

vi) Personal Contacts with Consumers: The
brand also helps the company 1o establish a
divect link with its customers and to eliminate
the activities of all middlemen who have vested
interests. This reduces the cost of distribution
immenscly,

3.3.5.  Selecting Logo

Logos are symbols that represent something. It is
usually a company, product or brand, Logos help the
company to register a particular image in a person’s
mind about the company. For this, the logo has to be
attractive, unique, and functional. It should also
represent the company's image well,

Trademark logos are those logos that distinctly
represent a company’s intellectual property. Logos are
generally trademarked, in the sense that they cannot be
used by anyone clse. Sometimes, the logo acts as a
trademark for the brand or the company itself. The
trademark is generally represented by a TM symbol,
which confers certain rights to it. However, trademarks
are not registered with the government trademarks
officc. When they are registered, they become a
registered (R) mark. A trademark logo confers certain
rights on the owner: exclusive use of the mark and
ability to lease out or franchise the mark to some other
party. ‘Trademark logos are regulated by the
jurisdictions of the particular state or country.

There are many kinds of trademark logos: combination
(icon and text); logolypc/wordnmrklleuermark (text or
abbreviated text) and icon (symbol/ brandmark). A
trademark logo can contain just symbo.ls, or tfolh wor(}f
and symbols. It may or may n(zt contain ‘lhc %omvpany ‘.s
name, but having the company's name 1s an ’.l.dv.ml:!gg.
Some logos have just a part of the company's nut‘m‘ o;
just one letter, e.g., Y! (Yahoo!) or FedEx (F'Lfl(.rfl‘
Express). Some major logos and symbols of iconic
brands are shown below:

Mercedes-Benz
(in tel

Hindustan Unilever Limited

+g
5

3.3.5.1.  Elements of a Good Logo
1) Lasting Value: A good logo has a lasting value.
Trendy logos don’t hold up over time.

2) Distinct: A good logo is distinet. Some amount of
uniqueness, as long as it doesn’t confase, is
valuable.

3) Appeal: A good logo appeals to the target market.

4) Supports USP: If the company is trying to
communicate low prices then its logo should
support that image

5) Legible: This seems pretty obvious but many
people use typefaces and images that can’t be
printed or carried to a large sign. Logo should
clearly identify the company and it can't do that if
people don’t understand it.

3.3.5.2. Benefits of Logos and Symbols

1) Logos and symbols are often easily recognised and
can be a valuable way to identify products, although
consumers may recognise them but be unable to link
them to any specific product or brand.

2) Due to the non-verbal and abstract nature of logos.
they transcend across geographies and cultures.

3) Logos serve as an umbrella as a wide range of
products.

4) They increase brand awareness and recall by leaps
and bounds.

5) Logos and symbols, two important elements of a
brand, play a vital role in creating brand equity.

6) Logos or symbols, etc., are easily recognisable.
These elements give a product or service its own

personality and establish an association in the mind
of the user.

3.3.6. Brand Extensions

The section of brand management that helps in
diversifying and controlling the parent brand by
penetrating fresh product category through developing a
new brand is called Brand Extension. The new product
is promoted using the strengths and positive images of
the parent/existing brand. This is among the most used
product development strategy employed by companies
and is seen as a way to achieve an integrated brand
architecture.

When the name of the parent brand is used on a fresh
product of an extension brand, it increases the
acceptance rate for the new product and the customer’s
intention to purchase it. This strategy makes the
promotion and advertising expenditure more efficient
and can also help in creating market segments. As the
product is new, the expenses allocated for Mmarketing are
not at par with those made by the existing brand but
might still be equzllly" successful. Since the parent lf;rund
has a strong reputation, the rigks that the ney product
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1 Some Heand Extensions have o Neatral Effect
Howe the brand simply falls in line witly whit is
expected of the brand, For example, fije

' clricy
appliances (Akai) !

4 Nome Nead Extensions help Develop and
Nurture the Mewning of the Brand: These
‘\\(m'n'inm revitalise the brand and its nucleus,
Causing acresagence of s basic values in a new
ad powertul way, For example, Voltus air
conditioners, which revitalised the Voltas brand,

37 Brand Equity

Red of TOROs witnessed the extensive use of brand
ity coneept by the advertising professionals, Different
valwable academic conwibutions concerning the  brand
aquity. were oftered by scholus like Srivastava and
Shocker, Kapfever, Keller and Anker (throughout the
1990x, There was, however, no universal definition and
explanation ot the coneept ol brand equity, Today, a
common deseription of the brand equity is possible and it
says that brand equity is the value assigned 1o a particular
brandd by customers as per theiv pereeption about it

The idea behind the concept of brand equity is the value
attached to the brand, which is more than value attached
to ity tangible attributes, Therefore, brand equity comes
under  the  category  of intangible assets of an
arganisation. Additional revenues or cashflows brought
by a particular brand to the firm describe the brand
equity of that brand. Products with higher brand equity
are generally priced higher.

According to Biel, “Brand equity can be thought of as
the additional cash flow achieved by associating a
brand with the underlying product or service .

According to Aaker, “Brand equity is a set of brand
assets and liabilities linked to a brand, its name and
symbol add to or subtract from the value provided hy’a
product or service to a firm and/or to that firm’s
customers”™.

“Brand equity is defined in terms
of marketing effects uniquely attributable to ll!c brands.
For exmui}lc. certain - outcomes result "l.‘Ofll ’th?
Marketing of a product or service hccuuts'c of its branc
name, which would not have been occurred if ’lyhc same
Product or service did not have the brand name™,

hich offers competitive
quity. Equity dcm)'tcs
ally accepted notion

According to Keller,

Value stored within a brand W
;‘;’V&l‘lmgc to it, is called hr;\n.d ¢

¢ worth of brand. [t is a univers Dl
thay bmnt:ls( :)flr;;[:-‘:lluc. But, in adverse C(’l](!llf?ns, lhc.)f
Might diminish the value. Varicty "2 ]‘l“'lll:l':‘l’s i‘:
exploring and explaining the concept of ’r‘l' 'lll:‘l'l(.’t b
" the benefits of the brand equity which atlfi
Managers and academicians towards 1t

27

3.3.7.1,  Sources of Brand Equity

Brand equity has following sources:

1) Market Research: Market research is one of the
important  sources of brand equity. Prior to
launching a new product in the market, 4
quantitative as well as qualitative investigation s
important so as to get acquainted with the ongoing
market trends and other aspects. It helps in
determining the desired products and services of
the target market., Therefore, ultimately it leads to
development of appropriate  products, which
facilitate brand equity of the firm.

2) Quality: Quality of the brand is also a source of
brand equity. The quality of the new product should
be excellent in order to establish an everlasting
impact on the minds of its customers, Quality leads
to satisfaction among the consumers and they
promote the brand to other users also. Thus,
ultimately it improves the brand equity of the
product.

3) Marketing Mix: Another source of brand equity is
marketing mix strategics implied for the brand or
product. The appropriate utilisation of the
marketing mix promotes efficient marketing of the
brand. As marketing of the brand is effective, it
leads to improved brand equity.

4) Brand Extension: Brand equity can also be
achieved by undergoing brand expansion. It refers
to addition of new products under the same brand
name. As different new and improved products
with unique features are introduced by the parent
brand, it leads to improved brand equity. For
example, LG smartphones, Lux shampoos, Dettol
shaving cream, etc.

5) Customer Opinion: Views of customers are also
one of the major sources of brand equity. Most of
the companies welcome the valuable suggestions
and responses from their customers because this
helps them to evaluate the shortcomings as well as
strong points associated with their product/brand.

6) Customer Satisfaction: Satisfied customers are
also the sources of brand equity as they explore the
value of the brand in the target market. More the
products and services offered as per the
requirements of the customers, more they become
satisfied. Thus, it is clear that satisfied customers
lead to improved brand equity.

3.3.7.2. Keller’s Model of Brand Equity

Customer perspective was used by Keller to describe
the concept of brand equity. Customer-Based Brand
Equity Model or CBBE Model answers two questions,
i.c., “What makes a brand strong?’ and ‘How to build 2
strong brand?” Generally, customers through their brand
experiences develop certain feeling, belief or attitude
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available, devising - staatepies, setting prices, g
implementing and  controlling the above  elemeny,
l‘liﬂn;: iv one of the shiongest um_ll\cnng lwnnm-mg
that (he company  possesses, I‘limmAdch\mn H. an
nporant aspeet of a marketing plan. Thus, marketery
need to ke exact and premeditated pricing decisions,

e S
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3.4.2.

Thete alwiys exists a inutive behind pric
or service, nay it be sevenue, suryiy
competitive advamtage. Following 4
ricing objectives: :

1) Profit Muximisation: The basic 4isy,

2)

3

4)

5)

0)

Objective of Pricing

Y u product
. or any other
1 wnie of ghe

¢ 4 . ] of a pricing
decision 35 W incieare the profits of the firm, The

pricing policy thus must be made 5, 4 way tha n
can help the firm achieve 5 manimum profits

Price Stability: 1t must be enmsured that prices
remain as stable as possible. When 4 pricing ?’133""
is stable, 3t pains  customer  confidence z;x;
enhances the reputation of the company. This wn

be done by taking into account lomg-term and shon-
term elements,

Facing Competition: Another objective of price
decision s 0 handle the market compstition
effectively, The competitive situation must be kept
in mind while finalising the prices of products and
services, At times, management prices ity product
very low as compared 10 its competitors in order to
discourage all the possibilities of competition.

Achieving a Target-return: The reputed and wel] set-
up firms aim 1o st a specific rate of retum on
investinent (either for the product quality or for the
company’ sfbrand’ name), They czaloulse the prodact’s
price in such a manner w0 as 1o achieve the desred rate
of return on investment. Different products may h:rs
different target retums, but they must all be assocized
with one final tasgeted rate of retum.

Capturing the Market: Captusing the market is
also an important objective of pricing. When z big
organisation introduces its product in the nzsket, it
fies the price of ity product Jower than ni
competitors, This is done keeping in mmd g“
competitive structure of the markel and with the
aim 10 capture a big market share.

Firm's Wellbeing in the Long-run: The peipe
objective of certain organisations iv 10 et G p::;»
of their product in a manner that brest :U}:t ﬂ::
Otganisation in the Jong-rumn. While Q{nng ,‘ ’1 be
economic situation and market conditions must e

keptin mind, )
Profit Margin of Middlemen: The product mu

be priced with the im of providing the erfd}?gﬁ
4 reasonable return on the s3l¢ of 2 ’ﬁﬁ; }rnncﬁ
does not happen, they will 0ot btk vk

In facilitating the product’s sales.

ective
Mobilisation of Resuurces? Aﬁ’mﬁ? ép;‘?;i;;
"elating 1o pricing is the "wmhm,m;ﬂpmcm of the
tesiurces for the growth and .dﬂc y aim W prce
Uganisation. Therefore. "’g‘”mm’,‘mn can A0quiTe
I products in such a mansel that

Chough resources.

9
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Survival: Survival strategy s preferred by foms
dealing with t's over capacity, extremne and fresh
cornpetition or varymg consumer behaviour. It is
o zn 1mportant objective of pricing in certain
organisations. It helps companies sail through
rough watzrs znd 13 hence a short-term objective.

 The company prefers this strategy untif the price is

more then variable costs and some of the fixed
¢osts 2z retrieved. However, the company must
strive to 2dd vzlee m the long-term.

10y Prodoct-Quality Leadership: To achieve product-

3.4.3.

guality leadership is also one of the mmportant
pricing objectives. Firms producing products that
are better in guality then the competitor frequently
try to becorme the prodoct-guality leaders m the
macket They price therr prodocts hugher, but uy to
convince the costomers that doc to the enhanced
guzlity. relizbility, product experience and other
such benefus. the prices are worth the product
valoes.

They comvince the price sensitive customers by
assuring them that they will be benefitted m the
loog-ron. The point of imporiznce here is that
rzther than zllowing cost to decide the price. T 15
better to wse price 23 @ stratagic tool.

If an orzanisation hes 2 produoet that is better then
the competitor's. it shoald make it known in the
market and charge higher price for it. Then, it will
bz 2ble to ez more profits.

Significance of Pricing

Following points laghlight the significance of pricing:

Iy

3)

More Flexible Marketing Mix Variable: Out of
all the mesketing decisions, pricing s the most
elastic one for the merketers. This flexibility is
especizlly mmporiant when the firm intends to
promptly increase the demand of his product or act
In response o a2 price acton tiken by the

competitor.

Fixing the Right Price: If pricing decisions are
tzken in burry 2nd the required research. strategic
evaloztion znd anzlysts are pot ondertaken, the
orgznisztion is prone to lose revenwe. A fot of
market knowledge is needed to set the exact price
level. Specifically, when the product 5 new.
vanoas prcing options need to be teszed.

Trigzer of First Impressions: The customer mav
finally decide ppon purchasing the product on the
basis of the market offering as 2 whole (e enpira
product). The cosiomer might not judsze 3 prod

only by its pnce. In such a case. pricine mishy
become the most crucial element while ‘mﬂg.-:m -
decisions as Lhaju:ﬂ:c?a Gn ostabhish thy L“;
CUsLOMETS 272 DL shOWIng interest in the 3

dos 1o 11s price. Product



6) Position:

8

3.44.
There

decisions. The pricing policies must
pricing

Important Aspect of Sales Promotion: At times,
as a feature of sales promotion, marketers opt f(?r
price adjustments. They decrease the price of their
product for a small duration to enhance ihe
customer’s interest in the product. Price
adjustments must not be done very frequently as
this may result in customers getting used to
anticipating a reduction in price and withholding
purchase until the prices are reduced again.

Supply and Demand: Demand and supply are
inversely proportional to each other. When one
rises. the other falls. Items like gas, food, etc., that
are always in demand experience this more. If the
business regularly reviews the demand and supply

of the products and services, it can adjust its prices
consequently.,

In simple words, the way the target
market perceives a firm’s offerings, as compared to
firms selling similar Product or service, define its
position. There are firms, whose products or
services are perceived to be of a high quality, and
can hence charge more for their offerings.

) Sales Volumes: The most prominent impact of
pricing on business is an increase or decrease in the
volume of sales. Price elasticity and how

consumers react to a change in price are studied by
economists.

) Loss Leaders: In order to attract customers, certain
firms use cost pricing or below cost pricing
strategy. In this way, they drive customers to spend
somewhere else the saved money.

Factors Influencing Pricing
are  numerous factors that affect pricing
fall in line with

objectives. The factors affecting pricing

decisions can be categorised as follows:

LF actors Influencing Pricing Decisions j
i

' ]
Internal Faclors—l LExtcmal Factor?l

Competitors’ Costs, Prices,
and Offers

Economic Conditions

Marketing Objectives
Marketing Mix Strategies
Costs

Government Controls and

Organisational Subsidies

Considerations

3.4.4.1. Internal Factors
Fnllowing are the internal factors influencing pricing
decisiuns:

1y Marketing Objectives: Firms devise both specific
as well as general objectives. Survival, market share
leadership, current profit maximisation and product
quality leadership are some of the general objectives

2)

3)

-
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of the firm. The firm may price its’produqs lowe;
than its competitor (o prevent tilcrr entry ip g
market or at times, set its price equal. 0 i
competitor so that marke} is stabilised. Thjg is
example of specific (?bjCCllve. Pro,ducts can p,
priced in order to sustain the reseller S Support gpq
loyalty or to circumvent govei'nmenl l_me"\’entiom
Marketers can decrease the prices to increase the
customer interest towards the prpduct O attract
traffic into the retail outlet. A. single product, i
priced appropriately, can help to increase the sales of
other products in the product line of .lhe company,
Hence, pricing decisions are greatly influenced by
marketing objectives at various levels.

Marketing Mix Strategies: Marlfeti‘ng mix
strategies of an organisation are very §1gmﬁcam in
influencing the organisational pricing. One
marketing mix tool that the firm uses to accomplish
its objectives is ‘price’. While taking price decisions,
the product design, promotion decisions and
distribution plans must be aligned together to create
a reliable and valuable marketing program. Pricing
decisions are strongly influenced by decisions that
are made for other marketing mix variables.

Usually, organisations position their products on the

basis of price and after that modify other marketing

For example, target costing
while developing ang pri

If price is nqt }Jsed as a factor while positioning a
product, decisions regarding quality, distributjon
and promotion have a strong impact op price.

In case, positioning is done on the
then the decisions made regarding
marketing mix elements will be impa
Although marketers May use price ag 4 element
for positioning, still they must keep in mind that
customers seldom base their Purchage solely on
price. They look for products that provide them
benefits worth the price they are Paying for.

basis of price,
all the other
Cted by price.

Costs: This is the base of the price thay s charged
by the firm. Firms intend to charge a price that can
retrieve its production, distribution and ggjeg cost
and also provide a reasonable rate of return against
risks and efforts. Costs incurred by a company play
an important role while strategising pricing.
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Various companics  like M. ;
Airlines and  Union Cilrbit?;ﬂl c1’:/11’:;17 Southwest
industry’s “low cost mzmufuctu}crg-,c to be the
are low, it becomes casier for the f
Jower price, which ends up in in
sales.

When costs
the firms to set a
creased profits and

4) Organisational Considerations: Decisi
regarding who would set prices of .- eqsntms
services in the organisation is chg imuct.s and
Pricing m.malmlgcd in different ways. In ﬁr?nonf}‘]“.
arc small in size, top management, in place ofS 1at
or marketing department, sets the prices o;aﬂfs
products. Whereas, in bigger firms, product “ne
managers or divisional managers handle pricine
Sales people working in industrial markets, ha\i;

the u‘uﬂthnrity to bargain with the customers within a
specified price range.

AII ll.|c same, the pricing policies and objectives are
finalised by the top management who usually
approves the prices that are suggested by the lower
management or sales force. Certain industries like
steel, aerospace, oil companies, railroads, etc., have
pricing as the main element. They have a separate
pricing department (which directly reports to the
top management or the marketing department),
which finalises prices for their products or assists
other departments in deciding the same. Sales
managers, finance managers, production managers,
accountants, etc., are the other people who can
influence pricing decisions.

3.4.4.2. External Factors

Following are the external factors that influence pricing

decisions:

1) Competitor’s Costs, Prices and Offers: An
organisation’s pricing policy is strongl‘y influenced
by the costs and prices as well as discounts an‘d
offers of the current competitors. If someone 18
planning to purchase 2 Sony digital camera, ?;: Vf“"
compare the prices and value that Sony 15 © ering
with the value and prices of similar products
offered by other brands like leon,'K()(llak, ettc. Zl;g
pricing strategy that the company imp emc“usmers
impacts the type of competition It enco UCH;
KFor example, in the case of Sony, if it Iiug; n;a
high-price, high-margin stratgy: Ky i i,y,
incrcasc. Whercas, 4 low-P”Ce,:f"d i ro(‘;/rir:‘c %h o
strategy might reduce cnmpe“l[;"; - Sony must

competitors out of the market. s hat of the

benchmark its cost and value agallnsbt-tuf:‘ed while
competitor. This benchmark can then be ug

setting its own pricing. N
¢ . any’s Ppricing
2) Economic Conditions: A “ﬁmpb y preI:rai]ing
Strategics  are also intuend. )rlldilions like
economic conditions.

<t ates, etc., have
recession, boom, inflatiof: interest ratess
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an effect on pricing decisions, since both the cost
incurred in production and what the consumer
perceives about the value and price of the product,
are influenced by them. The company should also
analyse the impact of its price on different
members present in its environment and the manner
in which resellers respond to different prices. Prices
must be set in such a way that resellers earn
sufficient profits, get necessary support and can sell
the product easily.

3) Government Controls and Subsidies: With the
intervention of the government, the freedom of the
companies to adjust prices and maintain margins is
restricted.

As a form of control, the government can also ask
the importers to deposit cash required in advance.
As per this requirement, the company needs to lash
out funds as non-interest bearing deposits for the
amount of time it intends to import its products.

These requirements motivate the company to
reduce the prices of the imported products as lower
prices account for smaller deposits. The subsidies
that the government provides also compel
companies to strategically use sourcing in order to
become price competitive.

3.4.5. Pricing Procedure: Setting-up
the Price

One of the most challenging decisions that marketers
make is decisions related to price setting. This may
affect the profitability of the organisation and once set,
prices cannot be easily changed.

Although the price may be planned by the accountant,
the decision to pay the same is taken by the customer.
Practically, pricing decisions, being financial aspect of
the organisation, must be made on the basis of the
findings regarding competition, target market, product
content, distribution, and positioning. Prices can be set
by following the below mentioned procedure:

3.4.5.1. Setting Pricing Objectives

Identifying the pricing objective is the foremost step
towards pricing. Deciding target market is one of the
pre-requisites of selecting pricing objectives. If the
objectives are clear, it becomes easier to set the price.
In case the firm is facing intense competition, having
over capacity or dealing with varying consumer needs,
survival becomes its main objective. By designing
price, which balances variable as well as some portion
of fixed costs attached with the production of goods and
services, the organisation is able to remain in business.
Survival is considered to be a short-term objective. The
firm must find out ways to increase its value, otherwise
the situation of extinction may arise.
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Various firms price their products in order lo'mﬁxm'“sc
their current profits. They look for alternative prices
and assess the demand and cost associated with xt.-CnCC
this is done, they select the price that delivers maximum
cash flow, current profit or rate of return on investmcnl.
Itis assumed in this strategy that the firm is aware of its
cost and demand functions, which are difficult to
evaluate in reality. Increased market share is also a
pricing objective for several organisations. As per these
organisations, if the sales volume is high, the unit costs
will become low resulting in higher long-term profits.

3.4.5.2, Determining Demand

Once the objectives are identified, the firm decides the
demand. The level of demand is different for each price.
Hence, it will impact the marketing objectives of the
firm differently. Generally, demand is inversely
proportional to price, 1e., demand decreases with the

increase in price. At times, for prestige goods, the
demand curve has an upward inclinatjon,

For example, when a perfume company increases its
prices, more of jts goods get sold. Sometimes, higher
prices depict better quality products for
consumers. Yet, if the prices are too high

the product decreases.

Demand curve displays the relationship between

alternate prices and the subsequent current demand.

Demand for a particular product can be determined by

observing following elements:

1) Price Sensitivity: Price sensitivity is impacted by
the following nine factors:

1) Unique Value Effect: In case of products that
are unique. the buyers become less price-
sensitive.

1)) Substitute-Awareness Effect: If the buyers
are not much aware of the alternatives, they
become less price-sensitive.

iii) Difﬁcult-Comparison Effect:
are not able to compare the
substitutes easily,
sensitive,

1v) Total Expenditure Effect: If the expenditure,
Le., a share of their total income is low, buyers
become less price-sensitive,

¥) End-Benefit Effect: [f the cost of the end
product is higher than the expenditure, the
buyers become Jess price-sensitive,

Vi) Shared-Cost Effect:
tolerated by the other
less Price-sensitive,

vii) Sunk—ln\'eslmenl Effect:
Previously bought assets that are used in

combination  with the product, the buyer
Comes lesg price-sensitive.

When buyers
features of the
they become less price-

If some of the cost is
entity, buyers become

If there are some

2)

3)

ceiling through demang. The floor
The company may
can balance jts prod
COsts and eamn a re

2)

\ABA First Semester (Marketing ,‘szgt:-lm,, .

iiii)Price-Quality Effect: Bu;e’r:s,' ‘Of:ﬂmﬁ "
v p,—icc-wnsiti‘fc in case of prestigious, Prciaf
high quality products.

ix) Inventory Effect: If the’btger iy !’i}? ey,
store the product, they become Jes Price
sensitive.

Estimating Demand Curves: There are Varion

methods that a company can use for MEAsuring
and curve: ] N

;i)em}i: (fhe first method. past pncc_& Quantities :;,;;j.
and other such factors are stati_stxcally analysed
and their relationships are .s'mdsed. '

ii) In the second method, price eafpenmems_ are
performed. For example, the prices of varigy;
products sold at a discount store are changed
and the results are monitored.

iii) In the third method, buyers are questioned
about the number of units they plan to purchase
at different proposed prices.

Price Elasticity of Demand: Price elasticity of
demand or PED is the reaction in the form of
change in quantity demanded with respect to

change in price. The following formula js used to
calculate it:

PED = %Change in Deﬂlandji;?c’llange in Price

3.4.5.3, Estimating Costs
€ price a Company can se f,

Or its products js given a
Is provided by cost.
s product so that it
as wel] as distribution

intend to price i
uction, selling

ges.
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rCSPf:CtiVCIY » competitor’s pric
must be analysed while Selting the

need to sgnd (?ut comparison buyerspr_lces.
collect price lx.sts of competitors In the
buying competitors’ products and
judge their pricing as wel] a5 —-—

& o .
g1ve the mid-pojng that

Mﬂrkelers

for compars
. iparing  apg
Services ip order r:o
Ct quality,
34.5.5. Selecting Pricip
The company needs to decj
called the 3 Cs while setting th
1) Cost-based Price: This
pricing.
2) Competitor-based  Price: This
orientation framework for pricing
3) Customer Demand-based Price:
the ceiling for pricing.

g Methog

de upon thre
¢ final price.

lays down the floor for

€ elemen(g

gives  the

This lays down

Various pricing methods have be

en discu i .
chapter under the heading metho ssed in this

ds of Pricing.
34.5.6. Selecting the Final Price

Aftgr selecting the suitable pricing method, it becomes

easier for the organisation to finalise the price. Below

mentioned are certain additional factors that the

organisation needs to take into account while finalising

its price: oL

1) Psychological Pricing: Price acts as quality
indicator for certain customers. Generally, the
perceptions regarding quality and price of products
interact in consumer buying activity. Products like
cars, which are priced high, are believed to be of
high quality and vice versa. When customers have
alternative details regarding quality, price loses its
importance as quality indicator. In case of lack of
this information, price becomes the most crucial
quality indicator.

2) Company’s Pricing Policies: The prices should

fall in line with the pricing policies of the company.

3.4.6.

Cost consideration and consume

Pricing Methods and Techniques

ituation are the two fundamentals that impact price decisions. Unfqn}lnately, there
re ehensible pricing methods. Below mentioned are the general pricing methods:

3)

4)
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Several companies have a separate department that
takes care of pricing policies and develops or
4pproves pricing decisions. Here, the main purpose
15 to make sure that the prices, which appear fair to
the customers and are profitable to the organisation,
are quoted by their sales people.

Impact of Price on Other Parties: The
Management needs to analyse how other parties are
g0ing to react to the final price. What are the
responses of the dealers and distributors concerning
it? Are the sales people ready to sell the product at
that price? How will the competitors respond? Will
the company’s prices cause the suppliers raise their
prices? Will the government interfere and stop the
organisation from charging this price?

Influence of Other Marketing Mix Elements:
The quality and advertising of the brand must be
considered in comparison to competition. When the
relationship between relative price, advertising and
quality was studied, the following findings were
revealed:
i) Premium prices were charged by brands
providing average relative quality with the help
of a high relative budget for advertising. For a
product that was known to the consumers, they
willingly paid higher prices as compared to the
ones that were unknown.

Highest prices were charged by brands
providing high relative quality with the help of
a high relative advertising budget. On the other
hand, lowest prices were charged by brands,
providing low quality in presence of low
advertising budget.

ii)

iii) In the later stages of the product life cycle, the
firm witnessed a positive relation between high
advertising and high prices in case of leading

brands.

are many firms that do not have compr

Pricing Methods and Techniques

y

E\'r

Customer Demand-based

Cost-based l

Pricing

- Mark-up/Cost-plus Priéin‘g ‘Whatp {E?ﬂg’rmfﬁc o
o L0 Bear’ Pni N
— ];l{".COSt/Absorpn skimming-based Pricing
l i + . b . .

[~ h::crenn%cntal CosyMarginal Penetration-based Pricing
Cost Pricing

- Break Even poinV/B.E.P.
Pricing e

L Target Pricing/Rat¢ of Re

v v

Market/Competitor-based Value-based Pricing

| Going Rate Pricing/Parity
Pricing

| Pricing Below the Level of
Competition/Discount
Pricing

| Pricing Above the Level of

Competition/Premium

Pricing

L. Tender Pricing/Sealed

Bid/Competitive Bidding
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D When high price is supposed 1o be A ISt imon.
ol high prroduct guality, Cspeclally .':‘\
cuvironment,  where  targel Mtk n'lul:::

Product quadity with fis price,

I When o coxtomer Willigtly purehiases e
product ot bigher price, just in order 1o beCHIE
the opinton leader,

1D When the customer's status iv belioved 1 I
fncreased by produet,
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iv) When the entry as well as exit p
low that there is almost no com
industry or the induslry fears
potential competition.

v) When a visible technological advancement is
displayed by the product, which m'xlgmmllh
product a *high technology product’. e e

arriers are so
petition in the
a threat from

th?n the firm .adopts skimming pricing technique
it aims 1o attain its break-even point at an e'll'l);
stage.and tflkcs'lesSer time 10 maximise its profits
(or find a niche to earn profits). ‘

3) Pe.n'etrahon-bas.ed Pncmg:‘ Contrary to skimming
pricing, penetration-based pricing focuses on keeping
the prices low as compared to current competitors.
Market penetration or gaining initial market share in
an intensely competitive market, is the main objective
of this pricing method. Below mentioned are the
situations in which this method gives results:

i) thx} the market is large in size and is still
growing,

ii) When the brands are bought by the customers
not because of some definite inclinations but
because of habit, i.e., customer loyalty is low,

iii) When a stiff competition dominates the market,

iv) When an entry strategy is employed by the firm,

v) When the company has weak price-quality
coordination.

34.6.3. Competitor/Market-based Pricing

Under this method, prices are determined by observing
the competitors’ prices in a particular marlfet.
Generally, small organisations follow such pricing
method in presence of a market leader. For example, a
small tyre manufacturer may folﬁlow the prices of
Apollo Tyres. Also in case of entering a new mark‘.et, a
low-cost supplier may follow the market{competltor-
based pricing. A large number of companies carefully
analyse the price structure of the COITlpetltOl'S, bel}ore
setting their product’s price. Firms_ ‘formu lz(ate
premeditated policies and choose a competitive mar 'ft
for selling their products. When 2 company prices its

i i it he icing options:
products using this method, it has ff)l.lr pricing s
1) Goi . o Parity Pricing: In this method,
e e Pricig Z taken as the benchmark

itor’s product 1 :
the competitor' s p oduct. A firm follows: this

to set the price of the pr .

approach e;i)ther whe? it is] ne:i l::sn;a;lg O;r:;f:t z:ﬁ
alre: ablished firm lau new [ !
‘tlkl\l:‘:zs:;:n:brlnarket. This type of chmg is suitable
for the markets with severe compcmlon'. .

2) Pricing Below the Level of cOmpefltfﬂl;{ t?ls:o(:il:;:::
Pricing: When a company sets the price 0 ]bel%w il
lower than the level of compe"“of" "‘;;’ o milar

price: AL, the competitor_l? Char%mwg l(;lll-, level of

product, it is ca]lf:d ‘E)]ilﬁ;)f:ii:ge,"’mis IR

ition' ‘discou .
O e, whete usomers e D
Itis implcmented by firms that arc ne
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3) Pricing Above the Level of Competition/
[’rcr'mium Pricing: When a company sets the price
f’f its product upper than the level of competition,
i.e., above the price that the competitor is charging
for a similar product, it is called ‘pricing above the
level of competition’ or ‘premium pricing’. This is
done to depict a better quality product by the
company. This pricing policy can be implemented
only by firms that have a good reputation in the
market (as their image is that of a quality producer
in the customer’s mind). This makes them the
market leader.

4) Tender Pricing/Sealed Bid/Competitive Bidding:
The sealed bid is another competitive pricing
method followed by firms. There are numerous
projects, government purchases and industrial
marketing activities where suppliers are called to
submit their quotations to get the tender. The prices
that are quoted, show the cost incurred by the
company and what it understands  about
competition. A firm that offers a price at the cost
level may become the lowest bidder and bag the
contract, but would not earn any profit from the
deal. Thus, it is crucial for the firms to take into
account expected profits at various price levels and
finally quote the price that is most profitable.

3.4.6.4. Value-based Pricing
Understanding the value offered to customers 1is
essential for accurately pricing the product or service of
an organisation. In this method, cost is not the
determining factor for pricing. Customer’s perception
of the value associated with the product or service is the
key to pricing decision. Here, first the product or
service is designed, thereafter the marketing strategy,
and finally the price is set by analysing the other
marketing mix elements. It will be clearly seen in the
analysis that the below mentioned conditions can be
obtained with the cost-value-price chain:

1) Value>Price>Costs: In the first condition, price of
the product is kept lesser than the value offered, to
attract the potential customers. However,
significant profit is generated by maintaining the
price above the cost of production.

2) Price>Value>Costs: In this condition, value offered
to customers through product is more than its cost of
production. In order to maintain a significant level of
profit companies set price more than value offered.

3) Price>Costs>Value: Sometimes,  cost  of
production is more than the value offered through
product. Profitability is maintained in this condition
by setting the price above the production cost.

4) Price=Value>Costs: A condition may also occur,
where production cost is lower than value offered.
A reasonable amount of profit is generated by
setting the price equal to the value offered.



86

3.4.7. Strategies of Pl‘lCl:l'lf,: weific pricing
Firms generally prefer t'o prepm."fab1 Lpover 5 Engle
structure, indicating various varia esh d of pricing,

ice. Therefore, after deciding the metho P! i

5::; uisite price of the specific goods or services 1

ﬁnalisgd ‘wilh the help of various pricing polr_CICS or

. AuE hes. These include
customised  pricing approac o Gonal
differential pricing. geographical pricing, promotio

pricing, product-mix pricing, pS}'ChOIOglcal P“C"’%

new-product pricing, and price a]_lowances _an

discounts. The explanation of these pricing strategies is
given below: _

1) New Product Pricing: Pricing a new product is an
especially  challenging decision problem. The
newer the concept of the product, the more difficult
the pricing decision is. Pricing a new product is
harder than pricing a mature product because of the
magnitude of the uncertainties involved. New
products entail many uncertainties. Pricing new
products is an extremely difficult process unless
substantial marketing research using surveys and/or
test market data has helped identify consumer
expectations about prices. When test markets are
used, market data .on quantities demanded at
various prices can be generated. This method
provides an initial estimate of the demand curve
that can be used to €quate marginal cost and
marginal revenue. Two common approaches to new
product pricing, which reflect different marketing
objectives and market conditions, are penetration
pricing and skimming pricing.

i) Price Skimming: Price skimming is a pricing
strategy which companies adopt when they
launch a new product, in this strategy while
launching a product company sets high price
for a product initially and then reduce the price
as time passes by so as to recover cost of a
product quickly. An example of price
skimming would be mobiles which have some
added features are sold at higher prices and
then prices began to decline as time passes by,
another example of price skimming would be
3D televisions which are right now being sold.

i) Penetration Pricing: Penetration pricing is the
Practice of initially setting a low price for one’s
g0oods or services, with the intent of increasing
market share. The price may be set so low that
the seller cannot eam a profit. However, the
se!]er 1S not irrational. Penetration pricing is the
pqging technique of setting a relatively low
Initial  entry price, usually lower than the
Intended established price, to attract new
Customers, The Strategy aims to encourage
customers 1o switch 1o the new product because
of the lower price. Penetration pricing is often
used to Support the launch of a new product, and
Works best whep a product enters a market with
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relatively little product differentiation and y,

I) . erc

. ricing Strategies: Pﬁce_sm,
? Pr?dl:rfltj-s?dbl: ml;diﬁeg when; the product s p;mm

?Oglcduct mix. In this case, the firm searcheg for
:elt):)of prices that maximises profits on the tota] Mix
Pricing is difficult beca}lse the -Var10}ls Producy
have demand and cost mtsrrelfahopshu;; and. are
subject to different degéds of COl'r'lp.Ctlt.lon. Eighy
situations involving proc?uct-mlx pricing:
i) Product Line Pricing: Companies normally

ii)

op product lines rather than sn?gle products
gsgeihtlr)o%uce price steps. In many lmps of trade,
sellers use well-established price points for the
products in their line. A men’s c]otl:ung store
might carry men’s suits at three price leve]s
<800, %1500, and %4500. Customers wil]
associate low-, average-, and high-quality suits
with the three price points. The seller’s task is to
establish perceived-quality ~differences that
Justify the price differences. The goal of product
line pricing is to maximise profits.

Optional-Product Pricing: Many companies
offer optional products, features, and services
alongwith their main product. The automobile
buyer can order electric window controls,
defoggers, light dimmers, and ap extended
warranty. Pricing is a sticky problem:; automobiles

the price and which to offer as options.
Captive-Product Pricing:

Two-Part Pricing: Service
in two-part pricing, Consistin
plus a variable usage fee, Telephope users pa

a minimum monthly fee plus charges for csjli.’
beyond the minimum number,
parks charge an admission fee plu
rides over a certain minimym Number, The
service firm faces a problem similar to Captive-
product pricing-namely, how MUCh to charge
for the basic service and how much for (he
variable usage. The fixed fee shoulq be low
enough to induce purchase of the S€rvice; the
profit can then be made on the usage fees,

g of a fixeq fee

By-Product Pricing: The production of Certaip
goods such as meats, petroleum products, a4
other chemicals often results in by~products_ It
the by-products have value to a Customer
group, they should be priced on their valye,
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Any meome eamed on the by-products will
¥ 1 wasier tor ‘ s :
:ll.\%ﬂ“ It oasier for the company 1o charge a
ower price on Qs main produet if competiti
torees it to do so, e

vi) Produet-Bundling Pricing: Sellers often bundle
products and features, Pure hundling ncc::rsu”:( 'IL
Qa ‘ﬂrm only offers its products as o bun’@ll\Y Kln
}ui\\'d bundling, the seller offers goods Lt; )t;l
u\flividuully and in bundles, When ui‘l'ﬁin: ']
mixed bunelle, the seller normally charges Icsfl' )‘1"
the bundle than if the items were [);||‘ci1l'|%:-d
.\‘c'p:‘muel)‘. An auto manufacturer might oi'l‘e‘r. an
option package at less than the cost of buying all
the options separately, t

vil) l:wmium Pricing: This strategy is used by a
hl‘ll\.thm has heterogeneity of demand  for
suhsmulc products with joint economies of scale.
Consider the example of a colour television set.
There are different models available with
different features, like the one with a remote
control and another without it. Both are
substitutable and satisfy the customer needs.

viii) Image Pricing: This strategy is used when
consumers infer quality from the prices of
substitute models or competing products. The firm
varics it§ prices over different brands of the same
product line. This strategy is commonly used in
textiles, cosmetics, toilet soaps and perfumes.

Price Discounts and Rebates: Discounts are
incentives offered to customers, usually as a means
of attracting repeat business from those customers.
While the implementation of some type of discount
on price will vary from one situation 0 another, the
basic idea is to provide customers with a sense of
receiving some type of additional va}ue by not
having to pay the standard of put}llshcd price
for goods and services. While many think of a price

discount as a tool used mainly by retailers, the fact 1s
y is often utilised to attract

that this type of strateg

business clients and entice them 10 make long-term
commitments 10 & specific venQor. One of the {nor(?
common examples of 2 price discount to a bus;ness
or other type of organisation 15 known a{s th’e‘v.o unlle
price discount. Rebating 15 highly ldtlracuve 0
consumers, offering & partial cash _renmbgrsemegt
for their purchases that is tax-rree, since the

i views rebates as a
I Revenue Service :
ks aid for a product, rather

r ion in the price P .
t}exgrl:mas income? For manufacturers, T¢ buLE
provides numerous udvamagetiei'r' plrto d::l(::.cii
: rs to try : ;
prospective custome - ibilitv; and it attracts

: si
boosts company sales and Vi
interest frorr:] retailers, who often help promote the

é llotted to the
and the shelf space @
;fif;l;l;lr::?uf:r?sl ’ goods accordingly- Rebate
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promotions can thus help a company increase 1ts

leverage with retailers and develop brand loyalty

and repeat business among consumers Over the
long run — not just a one-time incentive to buy.

This is most readily seen in scasonal industries

such as that for small batteries. The following are

the most common tactics:

i) Quantity Discounts: When buyers get a lower
price for buying in multiple units or above 4
specificd dollar amount, they are receiving a
quantity discount. A cumulative  quantity
discount is a deduction from list price that
applies to the buyer’s total purchases made
during a specilic period; it is intended to
cnecourage customer loyalty. In contrast, a non-
cumulative quantity - discount is a deduction
from list price that applies to a single order
rather than to the total volume of orders placed
during a certain period. It is intended 10
encourage orders in large quantities.

ii) Cash Discounts: It a price reduction offered
to a consumer, an industrial user, or a
marketing intermediary in return for prompt
payment of a bill. Prompt payment saves the
seller carrying charges and billing expenses
and allows the seller to avoid bad debt.

iii) Functional Discounts: When distribution
channel intermediaries, such as wholesalers,
perform a service or function for the
manufacturer, they must be compensated. This
compensation, typically a percentage discount
from the base price, i called a functional
discount (or trade discount). Functional discounts
vary greatly from channel to channel, depending
on the tasks performed by the intermediary.

iv) Seasonal Discounts: It a price reduction for
buying merchandise out of season. It shifts the
storage function to the purchaser. Seasonal
discounts also enable manufacturers to maintain
a steady production schedule year-round.

v) Promotional Allowance: Promotional
allowance (also known as a trade allowance) is
a payment to a dealer for promoting the
manufacturer’s products. It is both a pricing
tool and a promotional device. As a pricing
tool, a promotional allowance is like a
functional discount. For example, if a retailer
runs an ad for a manufacturer’s product, the
manufacturer may pay half the cost.

Rebates: A rebate is an amount paid by way of
reduction, return, or refund on what has already
been paid or contributed. It is a type of sales
promotion where marketer uses it primarily as
incentives or supplements 10 product  sales.
Rebates, widely known as refunds, are a popular
tool used by businesses to promotc their

vi)



4) Psychological Pricin

o9

products and services. 1tis a c.x.\‘h‘ u‘t‘um.t u\tﬂ\
for the purchase of a product during -‘l“f” ;‘\
periad. The advantage of 4 rebate over a Sl ‘
price raduction for stimulating demand is that a
rehate s a temporuy inducement lh;uv can ‘l\c
taken away without altening the basic privce
structure. A manufacturer that uses a simple
poce reduction for a short time may l\\(:(“
resistance when tyving to restore the price 1o its
onginal higher level,

vii) Zero-Percent Financing: During the mid and
late 2000s, new-car sales receded. To  get
people back into the automobile showrooms,
manufacturers offered Zero-pereent . financing
which enabled purchasers to borrow money to
pay for new cars with no interest charge. The
tacuc created a huge increase in sales but not
without cost to the manufacturers. A five-year
Interest-free car loan represented a cost of over

$3.000 on a typical vehicle sold during a zero-

percent promotion.,

the product. Psychological pricing is a method of

seting prices intended to have special appeal 1o

consumers. When consumers can judge the quality

of a product by examining it or by calling on past
expenience with it, they use price less to Jjudge
quality. When consumers cannot judge quality
because they lack the information or skill, price
becomes an important  quality signal. Another
aspect of psychological pricing is reference pricing
= prices that buvers carry in their minds and refer to
when looking at a given product. The reference
price might be formed by noting current prices,
remembering past prices. or assessing the buying
situation.  Sellers can influence or use these
consumers’ reference prices when setting price,

Prestige  pricing, reference pricing, odd-even

pricing, and traditional pricing are all different

types of psychological pricing.

1) Odd/Even Pricing: The practice of using prices
that end in either an odd or an even number.

li) Reference Pricing: A concept of what the
price of a product should be based on the
consumers’ frame of reference,

i) Prestige Pricip
products at high
quality,

g: The practice of selling
prices to build a reputation for

: store in the hope that they will buy
other items at norma mark-ups. Companies can use

g Price savs something about

6) Geographical Pricing Strategy: This strat
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transaction  costs forone ot more of ity
products, Transaction costs are all those Cog(
that a customer has o incur to lnly the Produgy
like the registration fees that a flat buyer has 1
pay in order (© be a |L‘gll| owner qor the
processing fees that the bank may charge
give a credit card to the customer.

—
=
—

Loss Leader Strategy: This is :mn!l‘lc'r example

of complementary pricing Strategy. Ihis Stralegy

involves dropping the pricc.on a- well-knowy
brand to generate demand or traffic at the retail
outlet.  Supermarkets  and  departiment  stores

often drop the price on well- known brands (o

stimulate additional store traffic,

iii) Special-event Pricing: Sellers will csmblis:h
special prices in certain seasons to draw in
more customers.

iv) Cash Rebates: Auto companies and other
consumer-goods companies offer cash rebates
10 encourage purchase of the manufacturers’
products  within a specified time period.
Rebates can help clear inventories without
cutting the stated list price.

V) Low-interest Financing:
price, the company can offer customers low-
interest financing. Automakers have even
announced no-interest ﬁnancing to attract
customers,

vi) Longer Payment Terms:

mortgage banks and

Instead of cutting its

Sellers, especially

auto companies, stretch
loans over longer periods and thus lower the
monthly payments. often worry

less about the cogt (le., the interest rate) of a
loan and more about wh

the monthly payment,
vil) Warranties and
Companies can promot
or low- cost Warranty or service oq
viii) Psychological Discounting: is
involves setting an artificially high price and
then offering the product at Substantig] savings
Promotional-pricing strategies are oftep, =
sum game, If they work, Competitors Copy them
and they lose their effectiveness. If they 4o not
work, they waste money that coylg have been
put into other marketing tools, such as building

up product quality and service or Strengthening
product image through advertising,

Service

Contracts:
¢ sales by

ddin g a free
ntract,

M C8Y seeks
to exploit economies of scale by pricing the Product

below the competitor’s in one market and adopting ,
penetration strategy in the other. The former is termeq
as second market discounting. This st?cnnd market
discounting is a part of the differential pricing strategy
where the firm either dumps or sells below its cost in

i
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7)

the market o utilise its existing supluy ¢
in gcuma\[')hic pricing statepy, o Iinn.mnv charpe
premiun inone market, penetration price in :::m; ‘".
market and adiscounted price in the (hid /l\n MI":“
issue is how o pet paid This ssue iy mili‘vnl li‘:ll lf‘
puyers lack sullicient hard curreney (o pay ‘1'(,,' ||“.'“>
purchases. I\“l:my buyers want o oller other llcln*:"“
payment, this practice is known as counter lr‘ I.~ i
has following forms: el
i) Barter: The direct exchunge of goods, with n
money and no third party involved, h *
i) Compensation Deal: The seller recejves some
pereentage of the payment in cash und (he rest
in products, :
i lm_\"lmck Arvangement: The seller sells o plant,
cquipment, or technology to another country and
agrees o accept as partial payment products
manufactured with the supplied equipment.
iv) Offset: The seller receives full payment in cash
but agrees to spend a substantial amount of the
money in that country within a stated time period.

apacity, So,

Discriminatory Pricing Strategy: This strategy
involves a firm differentiating its price across different
market segments. The assumption in this strategy is
that different market segments do not communicate or
have different search costs and value perceptions of
the product. In other words, heterogeneity in the
market motivates a firm to adopt this strategy.
Companies  often adjust  their basic pricc 1o
accommodate differences in  customers, - products,
locations, and so on. Price discrimination occurs when
a company sells a product or scrvi_cc at two or more
prices that do not reflect a pmporll(-)nul- difference in
costs. In first degree price discrimination, the seller
charges a scparate price 10 cach customer
depending on the intensity of his or her dcman‘d.uln
second-degree price discrimination, the s¢ ;:r
charges less to buyers who buy 2 larger VOlum‘e-] ]2
third-degree price discrimination, lh;: se :;f
charges different amounts (O different classes
buyers, as in the following ¢
i) Customer-Segment
customer groups ar¢ ¢
for the same product OF
muscums often charge 4
§tudcnts and Scni()r'c{“z‘.m[s)"fferent veisions of
i) Product-Form Prictte dl'ffcrcntly but not
the product are Prit ed lctivc COStS.
proportionately 10 their respe anies price the
iii) Image Pricing: Some compante: pl' based
. different levels bas
same product with (wo

e manufacturer
ims e ences. A perfum factu
on image differenc e e e giee Tt

can put the perfum® "o = #50. It can put

ses:

Pricing: Different
harged different prices
service. For example,
Jower admission fec to

. cel 7
name and image, an¢ pnanother bottle with a
the same perfume in 2200.

i é rice it at
different name and image and p
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iv) Choanmel  Pricing:  Coca-Cola  carries @
different price depending on whether it is
purchased in o fine restaurant, a fast-food
restaurant, or a vending machine.

v) Locatlon Pricing: The same product is priced
differently at different locations even though
the cost of offering at cach location is the
sme, A theatre varies its seat prices according
(o nudience preferences for different locations,

vi) Thne Pricing: Prices arc varied by scason,
day, or hour. Public utilities vary energy rates
(o commercial users by time of day and
weekend versus weekday. Restaurants charge
less (o “carly bird” customers, Hotels charge
fess' on weekends, Hotels and airlines use
yield pricing, by which they offer lower rates
on unsold inventory just before it expires.

3.5.1.  Very Short Answer Type Questions

)
2)
3)
4)

Briefly explain levels of product,
Wit are product mix decisions?

List the types of packaging.

What are the elements of a good logo?

3.5.2. Short Answer Type Questions

1
2)
3)
4)
5)
6)
7
8)
9)

State the primary objective of product management.
Explain product hicrarchy.

Why new products fail?

Explain packaging as a marketing tool.

Discuss the role of labeling in packaging.

What are the sources of brand equity? F]
Discuss the ¢ffects of brand extension,

State the significance of pricing.

Briefly discuss the strategies of pricing.

3.5.3. Long Answer Type Questions

1)
2)
3)
4)
5)
6)
7
8)
9)
10)
1)

12)
13)

What do you understand by product management? Discuss
the importance of product management,

Discuss in detail the classification of product.

Define product mix. Discuss the strategies of product mix.
What do you understand by product life cycle? Explain the
various stages of product life cycle,

What do you understand by new product development?
Elaborate the process of new product development.

Explain the concept of branding. Discuss the strategies of
branding.

Define brand equity. Explain Keller’s model of brand
equity.

What do you understand by selecting a logo? Discuss the
benefits of logos and symbols.

What is brand extension? State the approaches of brand
extension.

Define pricing. Elaborate the internal and external factors
that influence pricing.

What are the objectives of pricing? Elaborate the procedure
of pricing.

Expla_in cost bas'c:d pricing anfi customer based pricing.
Descabe competitor based pricing and value based pricing.




