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UNIT 1 INTRODUCTION
Marketing —Nature , Scope and importance of Marketing, Evolution of Marketing
Management — Selling vs Marketing. Concepts — Classification of markets- Marketing

environment- concept, importance, and components-Elements of Marketing Mix.

MARKET

A market consists of the forces of seller (supply) and buyer (demand) facilitating an

exchangeprocesses between seller and buyer.

Classification of Market

Market can be classified on different basis. There are different types of markets on the basis
of geographical area, time, business volume, nature of products, consumption, competition,
seller'ssituation, nature of transaction etc. as follows:

Classification Of Market On The Basis Of Geographical Area
Market can be classified in local, regional, national and international level on the basis of
geographical area:

1. Local Market The market limited to a certain place of a country is called local
market. This type of market locates in certain place of city or any area and supplies
needs and wants of the local people. Perishable consumer products such as milk,
vegetables, fruits, etc are sold and bought in local markets.

2. Regional Market: The market which is not limited to a certain place but expanded in
regional level is called regional market. Mostly, food grains such as wheat, paddy,
maize, millet, sugar, oil etc are bought and sold in such regional market.

3. National Market :1f buying and selling of some products is done in the whole nation,
this is called national market. The products such as clothes, steel, cement, iron, tea,
coffee, soap, cigarette, etc are bought and sold nationwide.

4. International Or Global Market : Market cannot be limited to any geographical
border of any country. If the goods produced in a country are sold in different countries,
this is called internationalmarket. today, not any country of the world is self-dependent.
All the countries are exporting the goods produced in other countries. The market of
some goods such as gold, silver, tea, clothes, machines and machinery, medicines etc.
has spread the world over.



Classification of market on the basis of time

On the basis of time, market can be divided in very short-term, short-term, long term and

very long-term market.

1.

Very Short-term Market : The market where shortly perishable goods are sold is
called very short-term market. The market of milk, fish, meat, fruits and other
perishable goods is called very short-term market. The price of short goods is
determined according to the pressure of demand. When the demand for suchgoods is
high, price rises and when demand declines, the price falls down. If the supply is low
and the demand is high, the price rises higher. In such market supply cannot be
increased.

Short-term Market : In the short term market, supply of products can be increased
using the maximum capacity of installed machines of the firm. The goods cannot be
produced according to the demand for adjustment of supply by expanding or changing
the existing machines and equipment. In short- term market, price of the goods is
determined on the basis of interaction between demand and supply. But, as the supply
cannot meet the demand, demand affects price determination in short- term market.

Long-term Market : In long-term market, adequate time can be found for supply of
products according to demand. New machines and equipment can be installed for
additional production to meet demand. As supply can be decreased or increased
according to demand situation, price is determined by interaction between demand and
supply in long-term market. Market of durable products is ling- term market.

Very Long-term Market Or Secular Market : In secular market, produces can get
adequate timeto use new technology in production process and bring new changes in
products. They become ableto produce and supply goods according to changed needs,
interest, fashion etc. of customers. Market research becomes helpful in doing so.

I. Classification of market on the basis of volume of Business

On the basis of volume of business, type and size, market can be classified in wholesale
market and retailmarket.

Wholesale Market : If a large quantity of products are purchased from producers and
sold to different retailers, this is called wholesale market. In wholesale market, the
products are not sold directly to ultimate consumers. But, if consumers want to buy in

large quantity, they can buy fromwholesaler.

Retail Market :The market that sells small quantity of products directly to ultimate

consumers iscalled retail market.



I1. Classification of market on the basis of nature of product

On the basis of nature of product, market can be classified in two types as follows:

1. Commodity Market:The market where consumer and industrial commaodities like
clothes, rice, machines, equipment, tea, soap, fruits, vegetables etc. are bought or sold
is called commodity market. In some market only certain special commodities are
bought and sold and in some other different consumer commodities are bought and
sold.

2. Financial Market
The market and financial instruments is called financial market. In such market,
money, shares, debentures, treasury bills, commercial papers, security exchanges, loan
giving or taking etc are dealt. Dealing of short term fund is called money market and
dealing of long-term fund is called capital market.

I11. Classification of market on the basis of Consumption
On the basis of consumption of products, market can be divided as follows:

1. Consumer Market: The market of products, which the people buy for consumption
is called consumer market. The customers buy consumer goods, luxury goods etc. for
daily consumptionor meeting their daily needs from such market.

2. Industrial Market: Generally, raw materials, machines and equipment, machine
parts are dealt in industrial market. Domestic consumer goods are produced using

them.

IV. Classification of market on the basis of competition

On the basis of competition, market can be classified into monopoly market, perfect market
and imperfectmarket.

1. Monopoly Market

If there is full control of producer over market, then such market is called monopoly
market. In such market, the producer determines price of his products in his own will. In
such market, only one producer or seller controls market. In practice, the producer or seller
can supply products or achieve monopoly on price only in small or limited area, but in wide
area it becomes impossible.



2.

Perfect Market

The market where the number of buyers and sellers is large, homogeneous of products
are bought and sold, same price of similar type products is determined from free
interaction between demand and supply is called perfect market. Perfect competition
takes between consumers and producersor buyers and sellers, but in practice perfect
market can be rarely found

Imperfect Market. The market where there is no perfect competition between buyers
and seller is called imperfect market. In this type of market, customers are affected by
product discrimination. Post-sale services, packaging, price, nearness of market, credit
facility, discount etc make product discrimination. Customers can buy same types of
products from different sellers according to their desires and comfort. In practice,
mostly products are bought and sold in imperfect market.

V. Classification of market on the basis of Seller’s Position
On the basis of seller's position, market can be divided into primary market, secondary

market andterminal market.

1.

3.

Primary Market: In primary market, primary goods are bought and sold. Producers
sell primarygoods such as agricultural products, food grains, livestock, raw materials
etc. to wholesalers or commission agents in such market.

Secondary Market: Primary goods are bought from producers and sold to retailers in
secondary market. Generally, wholesalers buy secondary products and sell them to
retailers.

Terminal Market: In this type of market, retailers sell products to final consumers.

V1. Classification of market on the basis of nature of transaction

On the basis of nature of transaction, market can be classified into spot market and future
market.
1. Spot Market : The market where delivery or handling over of the good is made

immediately aftersales is called spot market. In such market, price of product is paid
immediately at the spot and ownership of the product is transferred to buyer at the
same time.

Future Market: In this type of market contract is signed for sale of products in future,
but no delivery of product is made. In this market, buyer and seller sign a contract for
buying and selling products at certain rate of price or on condition to determine the

price in future.



VII. Classification of market on the basis of control

On the basis of control, law, rules and regulations, market can be classified into
regulated market andNon-regulated market.

Regulated Market : If trade association, municipality or government controls buying,
selling, price ofproducts etc. it is called regulated market. Such market must follow the
established rules, regulations and legal process and provisions. Otherwise, the businessmen
are fined or punished.

Non-regulated Market :If a market is freely functioning and is not under control of any
government body or any organization, it is called non-regulated market. In such market,
price is determined throughinteraction between demand and supply of products and buying
and selling takes place. This market hasnot to follow any rules, regulations and legal
provisions.

DEFINITIONS OF MARKETING
American Marketing Association defines a market as the ““ aggregate demand of the
potential buyers for aproduct or service”
Philip Kotler defines,“ a market as an area for potential exchange”.
MARKETING
Marketing is the process of bringing the products from the producer to the consumer.
Hence any activity which is conducted to bring the product form the manufacturer to the

end consumer iscall marketing.
DEFINITIONS

Philip Kotler defines marketing as “Marketing is a societal process by which individuals
and groups obtain what they need and want through creating, offering, and exchanging

products and services of valuefreely with others”.

The American Marketing Association offers this managerial definition: “Marketing
(management) is the process of planning and executing the conception, pricing, promotion,
and distribution of ideas, goods,and services to create exchanges that satisfy individual and
organizational goals”.

“Marketing is not only much broader than selling; it is not a specialized activity at all. It
encompasses theentire business. It is the whole business seen from the point of view of the
final result, that is, from the customer’s point of view. Concern and responsibility for

marketing must therefore permeate all areas of the enterprise.” — Peter Drucker



EVOLUTION OF MARKETING
Simple Trade Era (till mid 19" century): In this, everything which is made or harvested
were available in the market but in limited supply. This era had even barter system of
buying and selling.
Production era (1860 to 1920): this era started with the industrial revolution. Mass
production increasesthe availability of product options in the market place. This era lasted
approximately 60 years.
Sales Era (1920- 1940): this era followed the production era once the consumer demand
became saturated. Selling everything produced was not easy. Competition for market share
increased. Companieshad to work hard to sell their product. Products became commaodities
and price became distinguish competitive advantage.
Marketing department era (1940-1960): the post world war Il economic boom emerged
the marketingdepartment era where manufacturer realized that the sales orientation was not
influencing the consumer. Business firm consolidated marketing related activities
(advertisement, sales, promotion, public relationetc.,) into a single department.
Marketing Company(1960 till today): This era emerged once the marketing concepts
widely accepted. The marketing concept such as addressing customer needs, focusing on
customer. These concepts became the goal of the business not only one department. All
employees became the part f the marketing efforts, either directly or indirectly, and
customer became king.
Relationship Marketing era(1990-2010): in this era the goal is to build a long term
mutually benificial, relationship with the customer. The focus changed to lifetime customer
value and customer loyalty. Customer relationship management and data mining became

the buzzwords in marketing.



Table 1. Difference Between Selling and Marketing

Point of Selling Marketing
difference
1 (Starting Point  [Selling starts with the seller. He is the |Marketing starts with the buyer. He is the
center. center.
2 |Converts It seeks to quickly It seeks to quickly convert needsinto
convertproducts into cash. products.
3 |Business View |It views business as a good producing |It views business as a customer satisfying
process process
4 |Marketing mix (Seller determine the marketing mix  |Buyers determine the marketing mix
S [Focus The firm makes the product first and[The customer determine the total product
then figure how to sell it and makeloffering that would match and satisfy the
profit identified needs of the customer.
Therefore it is easy tosell and make profit.
6 [Exchange It emphasis on exchange aspect rather |It emphasis on value satisfaction that
than value satisfaction should flow to the customer
from the exchange
7 [Technology It emphasises on staying with the It emphasises on adoption of
existing technology and reducing the (innovative technology to provide better
cost of production value to the customers
8 Price Costs determines price. Consumer determines price, price
determination determines costs.
9 (Communication [Seller motives dominate Marketing communication is looked upon
marketing as the tool for communicating the benefit/
communication. satisfaction provided by
the product.
10 |Distribution Transportation, storage and other[Transportation, storage and  other
Aspects distribution function are perceived asdistribution function are seen as services to
mere extension of the customer.
the product function.
11 Selling approach/Adopts somehow selling |Adopts integrated marketing
approach. approach covering product price
place
promotion.
12 |Operations of Different  department of the |All department of the business
the department [business  operates as separate  |operate ntegrated manner  to
watertight compartments achieve consumer satisfaction
13 |Main function Production is the central functionof  [Marketing is the central function ofthe

the business

business




Customer stand [Selling views the customer aslast link [Marketing views the customer as the
in the business vary purpose of the business. It sees the
busines in the customers’ point
of view

SCOPE OF MARKETING:

1. Study of Consumer Wants and Needs
Goods are produced to satisfy consumer wants. Therefore study is done to identify
consumer needsand wants. These needs and wants motivates consumer to purchase.

2. Study of Consumer behaviour
Marketers performs study of consumer behaviour. Analysis of buyer behaviour helps
marketer in market segmentation and targeting.

3. Production planning and development
Product planning and development starts with the generation of product idea and ends
with the product development and commercialization. Product planning includes
everything from brandingand packaging to product line expansion and contraction.

4. Pricing Policies
Marketer has to determine pricing policies for their products. Pricing policies differs
form product to product.lt depends on the level of competition, product life cycle,
marketing goals and objectives,etc.

5. Distribution
Study of distribution channel is important in marketing. For maximum sales and profit
goods are required to be distributed to the maximum consumers at minimum cost.

6. Promotion
Promotion includes personal selling, sales promotion, and advertising. Right
promotion mix is crucial in accomplishment of marketing goals.

7. Consumer Satisfaction
The product or service offered must satisfy consumer. Consumer satisfaction is the
major objectiveof marketing.

8. Marketing Control

9. Marketing audit is done to control the marketing activities.




IMPORTANCE OF MARKETING
Marketing Helps in Transfer, Exchange and Movement of Goods: Marketing is
very helpful intransfer, exchange and movement of goods. Goods and services are
made available to customers through various intermediaries’ viz., wholesalers and
retailers etc. Marketing is helpful to both producers and consumers.
Marketing is helpful in raising and maintaining the standard of living of the
Community: By making available the uninterrupted supply of goods and services to
consumers at a reasonable price, marketing has played an important role in raising
and maintaining living standards of the community. In the modern times, with the
emergence of latest marketing techniques even the poorer sections of society have
attained a reasonable level of living standard. This is basically due to large scale
production and lesser prices of commodities and services. Marketing has in fact,
revolutionized and modernized the living standard of people in modern times.
Marketing Creates Employment: Marketing involves a wide range of functions as
buying, selling, financing, transport, warehousing, risk bearing and standardisation,
etc. In each such function different activities are performed by a large number of
individuals and bodies. Thus marketing gives employment to many people. It is
estimated that about 40% of total population is directly or indirectly dependent upon
marketing. In the modern era of large scale production and industrialisation, role of
marketing has widened.
Marketing as a Source of Income and Revenue: Marketing provides many
opportunities to earnprofits in the process of buying and selling the goods, by creating
time, place and possession utilities. This income and profit are reinvested in the concern,
thereby earning more profits in future. Marketing should be given the greatest
importance, since the very survival of the firm depends on the effectiveness of the
marketing function.
Marketing Acts as a Basis for Making Decisions: In modern times marketing has
become a verycomplex and tedious task. Hence companies are confronted with many
problems in the form of what, how, when, how much and for whom to produce.
Marketing has emerged as new specializedactivity along with production and helps the
producers to decide what to produce and sell.
Marketing Acts as a Source of New ldeas:

The concept of marketing is a dynamic concept. The demand for any product largely
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depends on the tastes and preference of people. Marketing as an instrument of
measurement to understand the changing preferences of consumers and contribute lots

of new ideas to the producers and sellers.

Eg: Rice cooking pans have replaced by pressure cookers and later by electric cookers.
(‘each product is a new innovation)

Marketing is helpful in development of an economy:

Adam Smith has remarked that “nothing happens in our country until somebody sells
something”. Marketing is the kingpin that sets the economy revolving. The marketing
organisation, more scientifically organized, makes the economy strong and stable, the

lesser the stress on the marketingfunction, the weaker will be the economy.

NATURE OF MARKETING:

Marketing is an Economic Function: Marketing embraces all the business activities
involved in getting goods and services , from the hands of producers into the hands of
final consumers. The business steps through which goods progress on their way to

final consumers is the concern of marketing.

. Marketing is a Legal Process by which Ownership Transfers: In the process of
marketing the ownership of goods transfers from seller to the purchaser or from

producer to the end user.

. Marketing is a System of Interacting Business Activities: Marketing is that process
through which a business enterprise, institution, or organisation interacts with the
customers and stakeholders with the objective to earn profit, satisfy customers, and
managerelationship. It is the performance of business activities that direct the flow of

goods and services from producer to consumer or user.

. Marketing is a Managerial function: According to managerial or systems approach -
"Marketing is the combination of activities designed to produce profit through
ascertaining, creating, stimulating, and satisfying the needs and/or wants of a selected
segment of the market." According to this approach the emphasis is on how the
individual organisation processes marketing and develops the strategic dimensions of

marketing activities.
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. Marketing is a social process:
Marketing is the delivery of a standard of living to society.According to Cunningham
and Cunningham (1981)societal marketing performs three essential functions:-

Knowing and understanding the consumer's changing needs and wants;

Efficiently and effectively managing the supply and demand of products and services;
and

Efficient provision of distribution and payment processing systems.
. Marketing is a philosophy based on consumer orientation and satisfaction

. Marketing had dual objectives - profit making and consumer satisfaction

CONCEPTS IN MARKETING

1.The Production Concept
The production concept, one of the oldest in business, holds that consumers prefer
products that arewidely available and inexpensive. Managers of production-oriented
businesses concentrate on achieving high production efficiency, low costs, and
mass distribution.

2.The Product Concept
The Product concept holds that consumers favor those products that offer the most
quality, performance, or innovative features. Managers in these organizations focus
on making superior products and improving them over time, assuming that buyers
can appraise quality and performance. Product-oriented companies often design
their products with little or no customer input, trusting that their engineers can
design exceptional products.

3.The Selling Concept
The selling concept, undertake an aggressive selling and promotion effort. The
selling concept is practiced most aggressively with unsought goods—goods that
buyers normally do not think of buying, such as insurance. Most firms practice the
selling concept when they have overcapacity. Their aim is to sell what they make
rather than make what the market wants.

4.The Marketing Concept
This concept - emerged in the mid-1950s. The marketing concept holds that the key

to achieving organizational goals consists of the company being more effective than
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its competitors in creating, delivering, and communicating customer value to its
chosen target markets. It starts with a well- defined market, focuses on customer
needs, coordinates activities that affect customers, and produces profits by

satisfying customers.

5. The Customer Concept
The customer concept is practicing the marketing concept at the level of each
customer. In this, company collect information about the individual customer’s past
transaction, demographic profileand psychographic behavior etc., it is like one to

one market.

6. The Societal Marketing Concept
The societal marketing concept calls upon marketers to build social and ethical
considerations into their marketing practices. They must balance and juggle the
often conflicting criteria of company profits, consumer want satisfaction, and public
interest.
7. Holistic Marketing
A Holistic Marketing approach states that business is considered as a whole wherein all the
departments viz. R&D, Marketing, Finance, HR, etc. are integrated and work collectively
towardsthe marketing and sale of a product. This approach has recently gained popularity
because of the increased competition in the market where everyone is trying to create the
brand image in the mindsof the customers. Holistic marketing is based on 360-degree view
approach, where ideas and suggestions from everyone who are directly or indirectly related
to the business are taken to matchup with the changing marketing trends. This approach has
given equal importance to every department which can contribute to the success of the

product.

13



MARKETING ENVIRONMENT
Marketing Environment can be defined as the various internal and external factors that
surround the business on a day to day basis and influence the marketing strategies and other

operations of the firm.

Marketing Environment

The Marketing Environment includes the Internal factors (employees, customers,
shareholders, retailers & distributors, etc.) and the External factors( political, legal, social,
technological, economic) that surroundthe business and influence its marketing operations.

According to Philip Kotler, “A company’s marketing environment consists of the internal
factors & forces, which affect the company’s ability to develop & maintain successful

transactions & relationshipswith the company’s target customers”.

Example of Importance of Marketing Environment

The mobile technology brand Nokia had a stronghold in the market till the time the
management of the company was paying due attention to the Importance of Marketing
Environment. But with the changing spheres of business dynamics and the overall
marketing environment, the company was not able to keep up with the developing choices
of its customers and technological advancements and slowly and graduallythe brand started
losing its major chunk of market share to the new and technological advanced mobile

brands such as Apple, Blackberry, and Samsung that bought the revolution of smartphones.

Nokia slowlylost its battle and eventually vanished from the market.

Table 2: Factors Influencing Marketing Environment

MICRO ENVIRONMENT MACRO ENVIRONMENT

Consumer .Demographic

Market/Demand Economic

Competition .Natural/Physical

Intermediaries Technological

Suppliers Political/Legal Government
Socio Cultural
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Macro Environment Factors

1.

Demographic Environment

It is a major element to be studied in Environment analysis, several factors relating to
population such as Size, Growth rate, Age Distribution, Religious Composition and
literacy levels need to bestudied. Aspects such as composition of workforce,Household
patterns, regional characteristics, Population shifts,etc.,need to be studied.

Socio-Cultural Environment
Culture, traditions, beliefs,values and lifestyles of the people in a given society
constitute the sociocultural environment. These elements decide to a large extent, what

the people will consume and how they will buy.

Culture: Culture is the combined result of factors like religion,,language ,education
and upbringing. Some cultural values are deep-rooted they do not change easily and
are termed Core Cultural Values. Some value and practices are more amendable to
change and can be molded and manipulated more easily constitute secondary cultural
values. Cultural shifts carry with them marketing opportunities as well as threats,

therefore close monitoring of the cultural environment becomes important.

Social class: Any society is composed of different social classes. A social class is
determined by income,occupation,location of residence,etc,.Each class has its own
standards with respect to lifestyle,behaviour,etc, they are known as class values. These
values have a strong bearing on the consumption pattern and buying behaviour. Shift
in class values do take place over time owing to several factors.
Economic Environment: The major economic factors which influences a business
and are to considered are :General Economic conditions : Economic conditions of
different segments of the population, their disposable income, Purchasing power ,etc.,
Rate of growth  of

each Sector of the Economy, Agriculture, Consumer goods, Services, Imports
,Exports, Industry. Income ,prices and consumption expenditure. Credit availability
and interest rate, Inflation rate

,Behaviour of capital markets ,Exchange rate, Tax rates, Prices of important materials

6. Political/Legal Environment:

Infact economic environment is often a by-product of the political environment, since
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economicaland industrial policies followed by a nation greatly depend on its political
environment. Political environment has several aspects.
a. Form of government adopted by the country
b. Political stability
Stability of government is an essential requisite of economic growth. Elements like social
and religious organizations; media are also a part of the political environment. Businesses
have to operate within the framework of the prevailing legal environment. They have to
understand the implications of all the legal provisions relating to their business.
7. Natural Environment

Aspects like extent of endowment  of natural resources
in the

country, ecology, climate,etc ,these constitute the natural environment.

8. Natural resources: Business firms depend on natural resources. Raw materials is one
major part ofthese resources and firms are concerned with their availability.

e Ecology: Issues like environment pollution, protection of wild life and ocean wealth-
ecology on which firms are concerned. Business firms will have to know the nature
and dimensions of environmental regulations and to which extent these factors will
affect their business prospectus.

e Climate: Firms with products whose demand depends on climate and firms depending
on climate- dependent raw materials will be particularly concerned with this factor.
They have to study the climate in depth and decide their production locations and
marketing territories appropriately.

e Technology Environment: Today, technology is a major force which industry and
business have to reckon with. For a business firm technology affects not only its final
products but also its raw materials, processes and operations as well its customer
segments. At present rapid changes are taking place in the realm of technology-eg: IT

& Telecom Industry.

- The firm has to analyse carefully the overall technology environment
- It has to assess the relative merits and cost effectiveness of alternative technologies.

- Italso has to analyse technological changes taking place in its industry at the
international level.

- Firms have to scan the technology environment and select technologies that will be

appropriatefor the firm and the given product- market situation.
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Micro Environment Factors

1. Consumer :In many industries consumer tastes and preferences keep fluctuating and
the customerbrand loyalty too keeps changing. Industries like cosmetics, personal care
products, garments and entertainment products are a few examples. so, a perpetual
process of customer analysis is neededto make marketing planning effective.

Market Demand: The aspects to be studied here include:
Nature of the Demand

Size of the demand

Changes taking place in demand

Invasion of substitute products

a > w b oE

. Changes taking place in consumption pattern/buying habits

2. Competition:
Knowledge about industry and competition is a fundamental requirement for
developing marketingstrategy.

3.Government: Government has no. .of roles to play as stake holders in commercial
organizations.

.Commercial organizations provide govt. with taxation revenue, so a healthy business
sector is in the interest of govt. Gowt. is increasingly expecting business organizations to
take over many responsibilities from the public sector. eg- payment of sickness and
maternity benefits to employees. It is through business organizations that govts. achieve
many of their economic and social objectives. eg- economic development and skills
training.

4. Intermediaries :Companies must not ignore the wholesalers, retailers and agents
who may be crucial interfaces between themselves and their final consumers
.Intermediaries may need reassurance about the company’s capabilities as a supplier that
is capable of working with them to supply goods and services ina reliable and ethical
manner.

5. Suppliers: Suppliers provide an organization with goods and services that are
transformed by the organizations in to value added products for customers.In Business 2
Business (b2b) marketing, one company’s supplier is likely to be another company’s
customer, and it is important to understand how suppliers, manufactures and

intermediaries work together to create value.

17



DEFINITION OF MARKETING MIX

"Marketing Mix is the combination of four elements, called the 4P's (product, Price,
Promotion, andPlace), that every company has the option of adding, subtracting, or
modifying in order to create a desired marketing strategy"'

Meaning of Marketing Mix

The Marketing Mix is a marketing tool used by marketing professionals. It is often crucial
when determining product or brand's offering, and it is also called as 4P's (Product, Price,
Promotion, and Place) of marketing. However, in case of services of different nature the 4
P's have been expanded to 7P's or 8P's.In recent times, giving more importance to customer
a new concept have been introduced, i.e. Conceptof 4C's. The Concept of 4C's is more
customer-driven replacement of 4P's. According to Lauterborn's the 4C's are - Consumer,
Cost, Communication, and Convenience. According to Shimizu's the 4C's are -

Commodity, Cost, Communication, and Channel.

4P's - Producer-oriented Model of Marketing Mix

1. Product - Products are offerings that a marketer offers to the target audience to satisfy
their needsand wants. Product can be tangible good or intangible service. Tangible
products are goods like - cellphone, television, or motor car, whereas intangible
products are services like - financial service in a bank, health treatment by a doctor,

legal advice of a lawyer.

2. Price - Price is the amount that is charged by marketer of his offerings or the amount
that is paid by consumer for the use or consumption of the product. Price is crucial in
determining the organization's profit and survival. Adjustments in price affects the
demand and sales of the product. Marketers are required to be aware of the customer

perceived value of the product to set the right price.

3. Promotion - Promotion represents the different methods of communication that are
used by marketer to inform target audience about the product. promotion includes -

advertising, personal selling, public relation, and sales promotion.

4. Place - Place or distribution refers to making the product available for

customers at convenient and accessible places.
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4 C’s Consumer-oriented model of marketing Mix

1. Consumer - In this model the Product is replaced by Consumer. Marketers focus more

on consumer satisfaction. The product is designed and produced keeping in

consideration the requirements of consumer.

2. Cost - Price is replaced by Cost. Here the cost refers to the total cost of owning a

product. It includescost to use the product, cost to change the product, and cost of not

choosing the competitor's product.

3. Communication - Promotion is replaced by Communication. Communication

includes advertising, public relation, personal selling,

and any method that can be used

for proper ,timely, and accurate communication between marketer and consumer.

4. Convenience - Place is replaced by Convenience.

convenience in reaching to the store/product, and

information.
Marketing Mix

Product
Produc variety
0“",'9‘:’ Torget market
Features
Brond nome
Pockagi
S;esogmg Price
Services List price
Waorranties Discounts
Returns Allowances

Payment period

Credit terns
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it focuses on ease of buying,
convenience in getting product

Place
Channels

Coverage
Assortments
Locations
Inventory

Transport
Promotion

Sales promotion
Advertising
Sales force
Public relations
Direct marketing



QUESTION BANK — UNIT -1

PART - A CO | Blooms
Level
1 [Distinguish between Industrial Market and Consumer Market. Co1 L4
2 |Identify the meaning of Monopoly Market. Co1 L3
3 | Interpret the meaning of Marketing. Co1 L5
4 | Inspect the importance of marketing in business development. Co1 L4
5 | Select any two examples for societal marketing concept. CO1 L5
6 | Justify how government influences marketing decisions. CO1 L5
7 | Discover the four P’S of Marketing mix. COo1 L4
8 | Mark the role of ‘Barter system’ in evolution of marketing. Co1 LS
9 | List the 4’C of marketing. Co1 L4
10 | Conclude on the scope of marketing. CO1 L4
PART - B CO | Blooms
Level
Distinguish between selling and marketing and illustrate how radically
. Co1 L4
the two approaches can differ.
Elaborate in detail on the various stages of ‘Evolution of Marketing’. Co1 L6
Determine how marketing has changed over centuries, decades and col L5
years.
Discuss in detail the classification of market on various parameters. CO1 L6
Organize the concept of marketing mix and the various factors that
S Co1 L3
determine it.
Predict the relative importance of all macro environmental forces
. ) - ; Co1 L6
affecting the marketing decisions of a firm.
List the forces determine external marketing environment? Discuss
. Co1 L4
any three forces with examples.
Explain the importance of understanding customer and the market
P ) Cco1 L5
place, and identify the core marketing concept.
Agree that “Marketing is essential for success of a business firm”. If so
give reasons in support of your answer along with relevant examples Cco1 L5
from business and non-business sectors.

REFERENCE:
1. Rajan Nair, Marketing Management, Sultan Chand & Sons, New Delhi, Revised Edition
19, 2018.

2. R.L. Varshney, S.L. Gupta, Marketing Management, Sultan Chand & Sons, New Delhi, 3"
Revised Edition, 2016

3. Philip Kotler, Kevin Keller, Marketing Management, Pearson Publication, 15" Edition,
2016

4. Rajan Sexena, Marketing Management, McGraw Hill Publication, 5" Edition, 2017
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UNIT 2 MARKET SEGMENTATION AND CONSUMER BEHAVIOUR

Market segmentation - concept, importance and bases - Target market selection - Positioning
concept,importance and bases - Consumer Behaviour - Nature and Importance - Consumer buying

decision process - Factors influencing consumer buying behaviour.

MARKET SEGMENTATION
Market segmentation is the process of dividing a market of potential customers into homogenous
groups, or segments, based on their characteristics. The segments created are composed of
consumers who will respond similarly to marketing strategies and who share traits such as similar

interests, needs, or locations.

Importance of Market Segmentation

e Market segmentation makes it easier for marketers to personalize their marketing
campaigns.

e Marketers can be more efficient with their time, money, and other resources than if they
were targetingconsumers on an individual level based on their segmented groups .

e Grouping similar consumers together allows marketers to target specific audiences in a
cost effective manner.

e Market segmentation also reduces the risk of an unsuccessful or ineffective marketing
campaign.

e When marketers divide a market based on key characteristics and personalize their
strategies based onthat information, there is a much higher chance of success than if they
were to create a generic campaignand try to implement it across all segments.

e Marketers can also us segmentation to prioritize their target audiences.

e |If segmentation shows that some consumers would be more likely to buy a product than

others, marketers can better allocate their attention and resources.


http://trackmaven.com/marketing-dictionary/targeting/

STEPS IN MARKET SEGMENTATION

Roger Best proposed the seven-step approach to advocate the needs-based segmentation
approach

e Needs-Based Segmentation : Group customers into segments based on similar needs and
benefits soughtby customer in solving a particular consumption problem.

e Segment Identification: For each needs-based segment, determine which demographics,
lifestyles, and usage behaviors make the segment distinct and identifiable (actionable).

e Segment Attractiveness : Using predetermined segment attractiveness criteria (such
market growth,competitive intensity, and market access), determine the overall
attractiveness of each segment.

e Segment Profitability: Determine segment profitability

e Segment positioning : For each segment; create a “value proposition” and product-
price positioningstrategy based on that segment’s unique customer needs and
characteristics.

e Segment “Acid Test” : Create “segment storyboards” to test the attractiveness of each
segment’spositioning strategy.

e Marketing-mix strategy : Expand segment positioning strategy to include all aspects of

the marketingmix: product, price, promotion and place.

BENEFITS OF MARKET SEGMENTATION
There are a number of reasons organizations undertake segmentation
1. Products are designed to be responsive to the needs of the marketplace. —
segmenting markets facilitates a better understanding of customer’s needs, wants and
other characteristics. The sharper focus that segmentation offers, allows those personal,
situational and behavioral factors that characterize customers in a particular segment
can be considered. By being closely in touch with segments, marketers can respond
quickly to even the slight changes in what target customers want. i.eby monitoring the
trends towards healthier eating and lifestyles, Mc Donald’s was able to respond by
respond by introducing a wider range of salads and healthy eating options — including

grilled chicken,fruit and yoghurt on to its menus.



2. Increase profits — different consumer segments react in contrasting ways to prices,
some are far lessprice sensitive than others. Segmentation allows an organization to
gain from the best price it can in every segment, effectively raising the average price
and increasing profitability.

3. Effective Resource Allocation - organizations are more capable of making products
that customers want and can afford.

4. here is product differentiation — Various products are made to meet the needs of each

customer segment.

Requirements of Good Market Segments

In addition to having different needs, for segments to be practical they should be

evaluated against thefollowing criteria:

1.

Identifiable -The marketer should be able to identify which consumers are members of a
particular market segment. The consumers in the segment should respond in the same way to a
particular marketing mix. There must be some common characteristics that the consumers have.
Measurable - The characteristics that are common to the groups of consumers should be
measured in terms of size, purchasing power and other characteristics.

Substantial -The segment should be large enough to generate sales volume that ensures
profitability; otherwise it will not be economical to design a unique marketing mix for it.
The market segment should be worth the effort taken by the marketer.

Accessible: the segments must be reachable through communication and distribution
channels.

Durable: the segments should be relatively stable to minimize the cost of frequent changes.
Responsive - Market segments must be defined in their willingness to purchase a product
in response to variations in the marketing mix.

Compatible with corporate image -The market must be compatible with the firm’s

objectives and corporate image.



MARKET SEGMENTATION

The process of defining and subdividing a large homogenous market into clearly identifiable
segments having similar needs, wants, or demand characteristics. Its objective is to design a
marketing mix that precisely matches the expectations of customers in the targeted segment.

Levels of Market Segmentation:

1. Mass Marketing: In Mass Marketing the seller engages in the mass production, mass
distribution and mass promotion of one product for all buyers.E.g.: only one size coke- 6.5
ounce bottle

2. Niche Marketing: A ‘niche’ is a more narrowly defined group, typically a small market
whose needs are not being well served. Marketers usually identify niches by dividing a
segment into sub segments or by defining a group with a distinctive set of traits who may
seek a special combination of benefits.E.g.: Johnson & Johnson; Diabetes

3. Local Marketing: Target marketing is increasingly taking on the character of regional and
local marketing, with marketing programs tailored to the needs and wants of local customer

groups.

4. Individual Marketing: It is otherwise known as “Customized Marketing” or “one-t0o-one
Marketing”. Itis the ability to prepare on a mass basis individually designed products and
communications to meet each customer’s requirement.E.g.. Japan’s National Bicycle

Industrial Company makes bikes filled to the preferences and anatomies of individual buyer.

5. Self Marketing: It is a form of individual marketing in which the individual customers
takes more responsibility for determining which products and brands to buy.Eg.,Toll

free numbers; Internet will increase individual buyers ability to practice self marketing.

PATTERNS OF MARKET SEGMENTATION
1. Homogeneous preferences: a market in which all of the consumers have roughly the

same preference,so there are no natural segments.
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2. Diffused preferences: At the other extreme, consumer preferences may be scattered
throughout the space indicating great variance in consumer preferences. One brand
might position in the center to appeal to the most people; if several brands are in the
market, they are likely to position throughout the space and show real differences to
reflect consumer-preference differences.

3. Clustered preferences: The market might reveal distinct preference clusters, called
natural market segments. The first firm in this market might position in the center to
appeal to all groups, choose the largest market segment (concentrated marketing), or
develop several brands for different segments. If the first firm has only one brand,

competitors would enter and introduce brands in the other segments

BASES FOR SEGMENTING CONSUMER MARKETS
1. Geographic Segmentation:
Geographic segmentation calls for dividing the market into different geographical units.
People belonging to different regions may have different reasons to use the same product
as well. This type ofmarket segmentation is important for marketers as people belonging
to different regions may have different requirements. Hence Geographic segmentation
helps marketer draft personalized marketing campaigns for ever. Geographic
segmentation divides the market on the basis of geography. Geographic segmentation is
when a business divides its market on the basis of geography. There are several ways
that a market can be geographically segmented. A company can divide its market by
geographical areas, such as by city, county, state, region, (like the West Coast), country,
or international region, (like Asia), divide the market into rural, suburban, and urban
market segments. Market can also be segmented geographically by climate or total
population in each area. Example, water might be scarce in some regions which inflates
the demand for bottled water but, at the same time, it might be inabundance in other

regions where the demand for the same is very less.

2.Demographic Segmentation :
In demographic segmentation, the market is divided into groups on the basis of age and

the other demographic variables.Here is how certain demographic variables have been
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used to segment consumermarkets:

e Age and life-cycle stage: Consumer wants and abilities change with age. Age
and life cycle can be tricky variables. For example, Ford originally designed its
Mustang automobile to appealto young people who wanted an inexpensive sport
car. But when Ford found that the car was being purchased by all age groups, it
recognized that the target market was not the chronologically young, but the
psychologically young.

e Gender: Gender segmentation has long been applied in clothing, hairstyling,
cosmetics, and magazines. Occasionally other marketers notice an opportunity
for gender segmentation. .Ex: Fair & lovely and Fair n Handsome

e Income: Income segmentation is segmenting the market depending on the
income of the people. eg., Cars for different income groups in the same brand
like alto, swift, swift desire, SX4 in Maruti.

e Generation: Each generation is profoundly influenced by the times in which it
grows up—the music, movies, politics, and events of that period. Some
marketers target Generation Xers (those born between 1964 and 1984), while
others target Baby Boomers (those born between 1946 and 1964).

e Social class: Social class strongly influences preference in cars, clothing, home
furnishings, leisure activities, reading habits, and retailers, which is why many
firms design products for specific social classes. However, the tastes of social
classes can change over time.

3.Psychographic Segmentation : In psychographic segmentation, buyers are divided
into different groups on the basis of lifestyle or personality and values. People within

the same demographic groupcan exhibit very different psychographic profiles.

e Lifestyle: People exhibit many more lifestyles than are suggested by the seven social
classes, and the goods they consume express their lifestyles.Ex: Meat seems an
unlikely product for lifestyle segmentation, but one Kroger supermarket in
Nashville found that segmenting self-service meat products by lifestyle, not by type of
meat, had a big payoff. This store grouped meats by lifestyle, creating such sections as
“Meals in Minutes” and “Kids Love This Stuff” (hot dogs, hamburger patties, and the like).

By focusing on lifestyle needs, not protein categories, Kroger’s encouraged habitual beef
7



and pork buyers to consider lamb and veal as well—boosting sales and profits.But lifestyle
segmentation does not always work Ex: Nestlé introduced a special brand of decaffeinated
coffee for “late nighters,” and it failed, presumably because people saw no need forsuch a
specialized product.

e Personality: Marketers can endow their products with brand personalities that
correspond to consumer personalities. Ex: Apple Computer’s iMac computers, for
example, have a friendly, stylish personality that appeals to buyers who do not

want boring, ordinary personal computers

e Values: Core values are the belief systems that underlie consumer attitudes and
behaviors. Corevalues go much deeper than behavior or attitude, and determine, at a
basic level, people’s choicesand desires over the long term. Marketers who use this
segmentation variable believe that by appealing to people’s inner selves, it is

possible to influence purchase behavior.

4.Behavioral Segmentation

In behavioral segmentation, buyers are divided into groups on the basis of their knowledge of,

attitude toward, use of, or response to a product. Many marketers believe that behavioral

variables—occasions, benefits, userstatus, usage rate, loyalty status, buyer-readiness stage, and

attitude—are the best starting points for constructing market segments.

Occasions: Buyers can be distinguished according to the occasions on which they
develop a need, purchase a product, or use a product. For example, air travel is triggered
by occasions related to business, vacation, or family, so an airline can specialize in one
of these occasions.

Benefits: Buyers can be classified according to the benefits they seek. One study of
travelers uncovered three benefit segments: those who travel to be with family, those
who travel for adventureor education, and those who enjoy the “gambling” and “fun”
aspects oftravel.

User status: Markets can be segmented into nonusers, ex-users, potential users,
firsttime users, and regular users of a product. The company’s market position also
influences its focus. Market leaders (such as America Online) focus on attracting
potential users, whereas smaller firms (such as Earthlink,a fast-growing Internet service

provider) try to lure users away from the leader.



Usage rate: Markets can be segmented into light, medium, and heavy product users.
Heavy users are often a small percentage of the market but account for a high percentage of

total consumption. Marketers usually prefer to attract one heavy user rather than several light
users, and they vary their promotional efforts accordingly.

Loyalty status. Buyers can be divided into four groups according to brand loyalty
status: (1) hard- core loyals (who always buy one brand), (2) split loyals (who are loyal
to two or three brands), (3) shifting loyals (who shift from one brand to another, and (4)
switchers (who show no loyalty to any brand).

Each market consists of different numbers of these four types of buyers; thus, a brand-
loyal market has a high percentage of hard-core loyals. Companies that sell in such a
market have a hard time gaining more market share, and new competitors have a hard

time breaking in.

Buyer-readiness stage: A market consists of people in different stages of readiness to
buy a product: Some are unaware of the product, some are aware, some are informed,
some are interested, some desire the product, and some intend to buy. The relative
numbers make a big difference in designing the marketing program.

Attitude: Five attitude groups can be found in a market: (1) enthusiastic, (2) positive,
(3) indifferent,

(4) negative, and (5) hostile. So, for example, workers in a political campaign use the
voter’s attitude to determine how much time to spend with that voter. They may thank
enthusiastic voters and remind them to vote, reinforce those who are positively disposed,
try to win the votes of indifferent voters, andspend no time trying to change the attitudes

of negative and hostile voters.

FACTORS TO CONSIDERED TO EVALUATING DIFFERENT

MARKET SEGMENTS1.SEGMENT OVERALL ATTRACTIVENESS:

In this step we analyze all the opportunities available in the market which could be tapped

by providingappropriate product and the cultivation of profit.

1.
2.
3.

Size of the segment (no. of customers, no. of units)
Growth rate of the segment
Competition in the segment

Brand loyalty of existing customers in the segment
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5. Attainable market share given promotional budget and competitors expenditures
6. Required market share to break even

7. Sales potential of the firm in the segment

8. Expected profit margins in the segment

Company’s objectives and resources:
Once the opportunity is identified in the market we need to match the available resources with
the firm which is required to exploit the opportunity in desired manner. Hence the firm’s
objectives, resources and capabilitiesare to considered as

1. The firm’s capacity to offer superior value to the customers in the customers.

2. The impact of serving the segment on the firm’s image

3. Access to distribution channels required to serve the segment

4

. The firm’s resources vs capital investment required to serve the segment.

TARGET MARKET
Target Market:

It refers to that particular market in terms of customer group which is selected or identified by
marketers to tap it. All marketing plans & strategies are made according to this target market

to generate revenue which will help firm to increase market share & profitability

Targeting is the process of identifying the most attractive segments from the segmentation
stage, usually the ones most profitable for the business. Target marketing tailors a
marketing mix for one or more segments identified by market segmentation.

Targeting process

Once the firm has decided its market segments then it has to decide how many segments to be
selected for targeting purpose. Market targeting is a process of capturing the target market to

cultivate profits and Targeting Process consist following steps:

Evaluation the market segments ----selecting the target market  additional consideration

Patterns of targeting:

1. Single segment concentration
10



Selective Specialisation
Product Specialisation
Market specialization

o~ N

Full market coverage

Five Patterns of Target Market

Selection
Single-segment Selective Product
concentration srecialization specialization
M1 M2 M3 M1 M2 M3 M1 M2 M3
P1 =l P1
"2 i "2 [ |
23 P3 P3
Market Full market
specialization coverage
M1 M2 M3 M1 M2 gM3
P = Product = Pl
M = Market P2 P2
P3 P3

. Single Segment Concentration:
Here company is having single product and focus is on single market. It is applicable
for those sellerswhich has small market and limited demand in the market.
. Selective Specialization: Here companies are dealing in multiple product and multiple
market but theyselect some specific market for specific product. e.g: Apple
« For Business class Laptop
« For Music lovers ipod
« For phone users iPhones
. Product Specialization : Here the firm specializes in marketing a certain product that it
sells to severalmarket.
e.g: Nokia
e Cheaper Price class Nokia 1100

e Business class Nokia E-Series

e Music lovers class Nokia X-Series
11



4. Market Specialization: Here firm concentrate on serving many needs of a particular
customer group ormarkets with focused strategy. eg: Johnson & Jonhson for baby
products

Powder
e Soap

e Shampoo
e Baby lotion
e Babyoil

5. Full Marketing Coverage: Here a firm attempts to serve all customer groups with all of
the products they might need. Only very large firms can undertake a full market coverage
strategy. Examples includeIBM (computer market), General Motors (vehicle market), and
Coca-Cola (drink market). Here firm serve all customer gr