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Unit-I: Introduction: Evolution of Marketing, Concepts of Marketing, Marketing Mix, 

Strategic Marketing Planning and Overview.  

Market Analysis and Selection: Marketing Environment, Macro and Micro Components 

and Their Impact on Marketing Decision, Market Segmentation and Positioning.  

Evolution of Marketing -Marketing has undergone a profound transformation throughout 

history, evolving from simple exchanges to highly sophisticated, data-driven, and customer-

centric strategies. This evolution can be broadly categorized into several eras, each shaped by 

prevailing economic conditions, technological advancements, and shifts in consumer behavior. 

Here's a breakdown of the key stages in the evolution of marketing: 

1. Production Orientation Era (Late 1800s - 1920s): 

• Focus: Mass production and distribution. 

• Philosophy: "If we make it, they will buy it." The belief was that consumers would favor 

products that were widely available and affordable. 

• Context: Driven by the Industrial Revolution, companies prioritized efficiency in 

manufacturing and distribution to meet growing demand. Marketing efforts were minimal, 

primarily focused on informing customers about product availability and low prices. 
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2. Sales Orientation Era (1920s - 1940s):     Focus: Aggressive selling and promotion. 

• Philosophy: "If we sell it hard enough, they will buy it." 

• Context: As competition increased and production capabilities outpaced demand, 

businesses realized they needed to persuade customers to buy their products actively. This 

era saw the rise of aggressive sales techniques, advertising through radio and print, and 

door-to-door sales. The emphasis was on sales volume rather than customer satisfaction. 

3. Marketing Orientation Era (1940s - 1970s):   Focus: Understanding and satisfying customer 

needs and wants. 

• Philosophy: "Find out what the customer wants, then make it." 

• Context: Companies began to realize that focusing solely on their own production or sales 

efforts often left customers unsatisfied. This marked a pivotal shift towards a customer-

centric approach. Market research became crucial to identify consumer needs, and 

marketing activities were designed to create products and services that truly addressed 

those needs, aiming for customer satisfaction and long-term relationships. This era also 

saw the development of concepts like market segmentation. 

4. Societal Marketing Orientation (1970s - Present):  Focus: Considering the long-term well-

being of both customers and society, alongside company profits. 

• Philosophy: "Meet customer needs and company goals in a way that preserves or enhances 

society's well-being." 

• Context: This era emerged as concerns about environmental degradation, social 

responsibility, and ethical business practices grew. Marketers began integrating 

sustainability, corporate social responsibility, and ethical considerations into their 

strategies. 



 
 

3 

PREPARED BY:    Dr PINKI RANI DEI 

ASSISTANT PROFESSOR OF COMMERCE 

 
 
 

 

5. Relationship Marketing Era (Evolving since the 1990s and continuing):  Focus: Building 

and maintaining long-term, mutually beneficial relationships with customers. 

• Philosophy: "Keep customers for life." 

• Context: Recognizing that retaining existing customers is often more cost-effective than 

acquiring new ones, businesses began to prioritize customer loyalty, satisfaction, and 

engagement over individual transactions. This involves personalized communication, 

loyalty programs, and exceptional customer service. 

6. Digital Marketing Era (1990s - Present):   Focus: Leveraging digital technologies to reach, 

engage, and understand customers. 

• Philosophy: Data-driven, personalized, and interactive marketing. 

• Context: The advent of the internet, personal computers, smartphones, and social media 

revolutionized marketing. This era is characterized by: 

o Global Reach: Businesses can reach a worldwide audience. 

o Data Analytics: Vast amounts of data can be collected and analyzed to understand 

customer behavior, preferences, and demographics, leading to highly targeted 

campaigns. 

o Personalization: Tailoring content, recommendations, and offers to individual 

customers. 

o Interactive Engagement: Social media, email marketing, chatbots, and online 

communities facilitate two-way communication and real-time interaction. 

o New Channels: Websites, search engines, email, social media platforms, mobile 

apps, and video platforms became crucial marketing channels. 

o Automation: Marketing automation tools streamline processes like email 

campaigns and social media posting. 
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o Influencer Marketing: Leveraging individuals with a strong online following to 

promote products. 

o AI and Machine Learning: Increasingly used for hyper-personalization, predictive 

analytics, and automating tasks. 

o Privacy Concerns: With increased data collection, privacy and data security have 

become significant considerations. 

Key Trends in Modern Marketing (Current and Future): 

• Hyper-personalization: Moving beyond basic personalization to anticipate customer 

needs. 

• AI-Powered Marketing: AI is transforming content creation, customer service (chatbots), 

ad optimization, and predictive analytics. 

• Voice and Visual Search Optimization: Adapting content for new search modalities. 

• Short-form Video Content: Platforms like TikTok and Instagram Reels dominate 

engagement. 

• Interactive and Immersive Experiences: Augmented Reality (AR) and Virtual Reality 

(VR) are creating new ways for customers to interact with products. 

• Social Commerce: The integration of e-commerce directly within social media platforms. 

• Ethical and Sustainable Marketing: Consumers increasingly favor brands that 

demonstrate social and environmental responsibility. 

• Privacy-Focused Marketing: Brands need to be transparent about data usage and respect 

consumer privacy. 

In essence, marketing has moved from a transactional, product-focused approach to a holistic, 

customer-centric, and ethically conscious discipline, driven heavily by technological innovation 

and the ever-evolving landscape of consumer behavior. 
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Concepts of Marketing -Marketing, at its heart, is about creating, communicating, delivering, 

and exchanging offerings that have value for customers, clients, partners, and society at large. To 

truly understand marketing, it's essential to grasp its core concepts. These concepts serve as the 

foundation for any successful marketing strategy. Here are the fundamental concepts of 

marketing: 

1. Needs, Wants, and Demands: 

o Needs: These are basic human requirements for survival and well-being. Marketers 

do not create them; they exist intrinsically. Examples include food, water, shelter, 

safety, belonging, and self-expression. 

o Wants: Needs become wants when they are directed toward specific objects that 

might satisfy the need. For example, a "need" for food might become a "want" for a 

pizza from a specific restaurant. Wants are shaped by culture, individual personality, 

and societal influences. 

o Demands: Demands are wants for specific products or services backed by an ability 

and willingness to pay. A person might want a luxury car, but only if they have the 

financial means and desire to purchase it does it become a demand. Marketers aim 

to influence wants and stimulate demand. 

2. Products (Offerings): 

o A product is anything that can be offered to a market to satisfy a need or want. This 

includes physical goods, services, experiences, events, persons, places, 

organizations, information, and ideas. 

o Marketers think beyond just the tangible item to the total offering that provides value 

to the customer. This includes features, quality, design, packaging, branding, and 

supporting services. 
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3. Value and Satisfaction: 

o Customer Value: This is the perceived benefit that a customer receives from a 

product or service relative to the costs (monetary, time, effort, psychological) of 

obtaining it. It's the difference between what the customer "gets" and what they 

"give." 

o Customer Satisfaction: This refers to a customer's feeling of pleasure or 

disappointment resulting from comparing a product's perceived performance in 

relation to their expectations. If performance matches expectations, the customer is 

satisfied; if it exceeds, delighted; if it falls short, dissatisfied. 

4. Exchange, Transactions, and Relationships: 

o Exchange: The core concept of marketing. It is the act of obtaining a desired object 

from someone in exchange for something. For exchange to occur, at least two parties 

must be involved; each must have something of value to the other; each must be able 

to communicate and deliver; and each must be free to accept or reject the offer. 

o Transaction: A trade of values between two or more parties. It's a specific instance 

of exchange. 

o Relationships: Modern marketing emphasizes building long-term, mutually 

beneficial relationships with customers, suppliers, and distributors. This goes 

beyond single transactions to foster loyalty and repeat business. This is the essence 

of Customer Relationship Management (CRM) 

5. Markets: 

o A market is the set of all actual and potential buyers of a product or service. These 

buyers share a particular need or want that can be satisfied through exchange 

relationships. 

o Marketers define their target markets and segment them into groups with similar 

characteristics and needs to tailor their offerings more effectively. 
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6. Marketing Management Philosophies/Concepts: These are the underlying guiding 

principles for how an organization approaches its market. (As discussed in the "Evolution 

of Marketing" above, but important to reiterate as core concepts): 

o Production Concept: Focus on efficiency in production and distribution. 

o Product Concept: Focus on product quality, features, and innovation. 

o Selling Concept: Focus on aggressive selling and promotion. 

o Marketing Concept: Focus on understanding and satisfying customer needs and 

wants. (The most widely adopted modern philosophy). 

o Societal Marketing Concept: Focus on meeting customer needs in a way that 

preserves or enhances society's well-being. 

7. The Marketing Mix (4Ps / 7Ps): This is a set of controllable tactical marketing tools that 

the firm blends to produce the response it wants in the target market. 

o 4 Ps (for products): 

▪ Product: The goods-and-services combination the company offers to the 

target market (design, features, quality, branding, packaging, services). 

▪ Price: The amount of money customers must pay to obtain the product (list 

price, discounts, allowances, payment period, credit terms). 

▪ Place (Distribution): Company activities that make the product available to 

target consumers (channels, coverage, locations, inventory, transport, 

logistics). 

▪ Promotion: Activities that communicate the merits of the product and 

persuade target customers to buy it (advertising, personal selling, sales 

promotion, public relations, direct marketing, digital marketing). 
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o 7 Ps (for services, adding to the 4Ps): 

▪ People: All human actors who play a part in service delivery and thus 

influence the buyers' perceptions, namely, the firm's personnel, the customer, 

and other customers in the service environment. 

▪ Process: The actual procedures, mechanisms, and flow of activities by which 

the service is delivered. 

▪ Physical Evidence: The environment in which the service is delivered, where 

the firm and customer interact, and any tangible components that facilitate 

performance or communication of the service (e.g., website, brochures, 

facilities, uniforms). 

8. Value Proposition: 

o A value proposition is a clear statement that explains why a customer should choose 

a particular product or service over alternatives. It articulates the unique benefits and 

value that the offering provides to its target audience. It answers the question: "Why 

should I buy from you?" 

These concepts are interconnected and form the theoretical backbone of effective marketing 

practices. Understanding them allows businesses to develop strategies that resonate with 

customers, build strong brands, and achieve their objectives in the marketplace. 

Marketing Mix -The Marketing Mix is a fundamental concept in marketing, referring to the set 

of controllable, tactical marketing tools that a company uses to produce the response it wants in 

the target market. Essentially, it's how a business brings a product or service to its customers. 

The most widely recognized framework for the marketing mix is the 4 Ps, initially proposed by 

E. Jerome McCarthy and popularized by Philip Kotler. However, as marketing evolved, 

particularly with the rise of the service industry, an extended 7 Ps model was developed. 
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The 4 Ps of Marketing (Product-Oriented)-The 4 Ps are best suited for tangible products and 

represent the core elements a company controls to satisfy its target customers. 

1. Product: 

o What it is: The tangible good or intangible service that a company offers to its target 

market to satisfy a need or want. 

o Considerations: This includes the product's features, design, quality, variety, 

branding, packaging, services, warranties, and after-sales support. The "product" 

isn't just the item itself, but the entire experience it delivers. 

o Example: For a smartphone, the product includes the hardware, software, camera 

quality, battery life, design aesthetics, user interface, brand reputation (e.g., Apple 

iPhone), and available apps and support. 

2. Price: 

o What it is: The amount of money customers must pay to obtain the product or 

service. 

o Considerations: This involves pricing strategies (e.g., cost-plus, value-based, 

competitive pricing, penetration pricing, skimming pricing), discounts, allowances, 

payment terms, credit terms, and psychological pricing. Pricing affects perceived 

value and profitability. 

o Example: A luxury car brand might use a premium pricing strategy to reflect 

exclusivity and high quality, while a budget airline might use penetration pricing to 

attract price-sensitive travelers. 

3. Place (Distribution): 

o What it is: Company activities that make the product or service available to target 

consumers. It's about getting the product to the right place, at the right time, in the 

right quantity. 
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o Considerations: This includes distribution channels (e.g., direct sales, retail stores, 

online platforms, wholesalers, distributors), coverage (intensive, exclusive, 

selective), locations, logistics (transportation, warehousing, inventory 

management), and supply chain management. 

o Example: A soft drink company needs extensive distribution channels 

(supermarkets, convenience stores, vending machines, restaurants) to ensure its 

product is readily available everywhere. An online clothing brand relies heavily on 

its e-commerce website and efficient shipping. 

4. Promotion: 

o What it is: Activities that communicate the merits of the product or service and 

persuade target customers to buy it. 

o Considerations: This is the communication aspect of marketing and includes 

advertising (TV, print, digital, social media), personal selling, sales promotion 

(discounts, coupons, contests), public relations (PR), direct marketing (email, SMS), 

content marketing, and influencer marketing. 

o Example: A new movie uses trailers, billboards, social media campaigns, and 

interviews with actors to generate buzz and encourage ticket sales. 

The 7 Ps of Marketing (Extended for Services)-The 7 Ps extend the original 4 Ps by adding 

three more elements crucial for service-oriented businesses, where the experience of delivery is 

as important as the service itself. 

1. Product 

2. Price 

3. Place 

4. Promotion 
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(These first four remain the same as above) 

5. People: 

o What it is: All human actors who play a part in service delivery and thus influence 

the buyer's perceptions. This includes employees, the customer, and other customers 

in the service environment. 

o Considerations: Staff recruitment, training, motivation, customer service skills, 

and appearance are vital. The interaction between employees and customers 

significantly impacts the service experience. 

o Example: For a hotel, the friendly and efficient front desk staff, the attentive room 

service, and the polite concierge all contribute to the "people" element and the 

overall guest experience. For a consulting firm, the expertise and professionalism of 

the consultants are paramount. 

6. Process: 

o What it is: The actual procedures, mechanisms, and flow of activities by which the 

service is delivered to the customer. 

o Considerations: This includes the efficiency, effectiveness, and customer-

friendliness of processes like ordering, delivery, payment, customer support, and 

problem resolution. A smooth and well-managed process enhances customer 

satisfaction. 

o Example: McDonald's is renowned for its highly standardized and efficient 

ordering and food preparation process, ensuring fast and consistent service. An 

online bank's seamless digital onboarding and transaction processes are key to its 

success. 
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7. Physical Evidence: 

o What it is: The environment in which the service is delivered, where the firm and 

customer interact, and any tangible components that facilitate performance or 

communication of the service. 

o Considerations: Since services are intangible, physical evidence provides tangible 

clues about the quality and nature of the service. This includes the physical 

environment (store layout, décor, cleanliness), equipment, signage, uniforms, 

brochures, websites, and even the packaging of any tangible outputs (e.g., a report 

from a consultant). 

o Example: A luxury spa's serene ambiance, comfortable waiting area, soothing 

music, and clean treatment rooms are all physical evidence that reinforce its high-

end service. For an e-commerce company, the website design, packaging of 

delivered goods, and clear return policy serve as physical evidence. 

Importance of the Marketing Mix-The marketing mix is crucial because: 

• Strategic Framework: It provides a structured way for marketers to plan and execute their 

strategies. 

• Customer-Centricity: When applied effectively, it ensures that all aspects of the offering 

are aligned to meet customer needs. 

• Differentiation: By strategically combining the elements, businesses can differentiate 

themselves from competitors. 

• Adaptability: The mix is dynamic and can be adjusted in response to changes in the 

market, customer preferences, or competitive actions. 

• Resource Allocation: It helps businesses allocate resources effectively across different 

marketing activities. 
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In essence, the marketing mix is a recipe for success, where each ingredient (P) must be carefully 

chosen and blended in the right proportions to achieve the desired outcome in the marketplace. 

Strategic Marketing Planning and Overview -Strategic marketing planning is the systematic 

process of developing a comprehensive roadmap for an organization's marketing efforts, aligning 

them with its overall business goals. It's about looking at the big picture, understanding the market 

landscape, identifying opportunities, and charting a course for long-term success rather than just 

short-term sales. 

Overview of Strategic Marketing Planning-At its core, strategic marketing planning is about 

answering key questions: 

• Where are we now? (Current situation analysis) 

• Where do we want to go? (Goals and objectives) 

• How will we get there? (Strategies and tactics) 

• How will we know if we've arrived? (Measurement and control) 

It provides direction, ensures efficient resource allocation, helps in anticipating challenges, and 

allows for proactive adaptation to market changes. Without strategic planning, marketing efforts 

can be fragmented, inefficient, and fail to contribute meaningfully to the business's growth. 

Key Components of a Strategic Marketing Plan-While the specific details can vary, a robust 

strategic marketing plan typically includes: 

1. Executive Summary: A concise overview of the entire plan, highlighting key objectives, 

strategies, and expected outcomes. Often written last. 

2. Mission, Vision, and Values: Reiterate the company's overall purpose, its desired future 

state, and the guiding principles that underpin its operations. Marketing strategy must align 

with these. 
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3. Situation Analysis (Internal & External): This is a critical diagnostic phase. 

o Internal Analysis: 

▪ Strengths: What does the company do well? (e.g., strong brand, skilled 

workforce, unique technology, efficient processes). 

▪ Weaknesses: What areas need improvement? (e.g., limited resources, weak 

distribution, outdated technology). 

o External Analysis: 

▪ Opportunities: Favorable external factors that the company can leverage. 

(e.g., emerging markets, new technologies, shifting consumer trends, less 

competition). 

▪ Threats: Unfavorable external factors that could pose challenges. (e.g., new 

competitors, economic downturns, changing regulations, technological 

disruptions). 

▪ Market Analysis: Understanding market size, growth rates, trends, customer 

segments, and buying behavior. 

▪ Competitor Analysis: Identifying key competitors, their strategies, 

strengths, weaknesses, and market share. 

▪ PESTLE Analysis: Analyzing Political, Economic, Social, Technological, 

Legal, and Environmental factors that impact the market. 

4. Marketing Objectives: 

o Clear, specific, measurable, achievable, relevant, and time-bound (SMART) goals. 

o They should be aligned with overall business objectives. 

o Examples: Increase market share by 5% in the next 12 months, achieve 20% brand 

awareness among target millennials, increase website conversion rate by 15%. 

5. Target Market Identification and Segmentation: 

o Defining the specific group(s) of customers the company aims to serve. 
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o Market Segmentation: Dividing the total market into distinct groups of buyers with 

different needs, characteristics, or behaviors who might require separate products or 

marketing mixes. (e.g., demographic, psychographic, geographic, behavioural). 

o Targeting: Choosing which segments to focus on based on their attractiveness and 

the company's capabilities. 

o Buyer Personas: Detailed, semi-fictional representations of ideal customers, based 

on market research and real data. 

6. Value Proposition and Positioning: 

o Value Proposition: A clear statement of the unique benefits and value that the 

product or service offers to the target customer, differentiating it from competitors. 

o Positioning: How the company wants its brand and products to be perceived in the 

minds of its target customers relative to competitors. 

7. Marketing Strategies: 

o Broad approaches for achieving the marketing objectives. These often involve 

decisions related to the Marketing Mix (4 Ps / 7 Ps): 

▪ Product Strategy: What products/services to offer, features, quality, 

branding, innovation. 

▪ Pricing Strategy: How to price products to achieve objectives (e.g., cost-

plus, value-based, competitive). 

▪ Place/Distribution Strategy: How to get products to customers (channels, 

logistics, coverage). 

▪ Promotion Strategy: How to communicate value (advertising, PR, sales 

promotion, digital marketing, content marketing). 

▪ (For services: People, Process, Physical Evidence strategies) 

8. Action Programs (Tactics): 

o Detailed, specific plans for how the strategies will be implemented. 
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o These include specific tasks, timelines, responsibilities, and key performance 

indicators (KPIs) for each activity. 

o Example: If the strategy is "Increase social media engagement," the tactics might be 

"Post 3 times daily on Instagram," "Run a weekly live Q&A session," "Collaborate 

with 5 influencers per month." 

9. Budget: 

o Allocation of financial resources for implementing the marketing plan. 

o Includes estimated costs for various activities (advertising, personnel, market 

research, events). 

o Often includes projected revenues or ROI from marketing efforts. 

10. Controls and Measurement: 

o How the progress and performance of the plan will be monitored and evaluated. 

o Defining KPIs (Key Performance Indicators) to track success against objectives. 

o Establishing procedures for taking corrective action if results deviate from the plan. 

o Regular reviews and audits of the marketing performance. 

The Strategic Marketing Planning Process (Steps)-While the exact number of steps can vary 

in different models, a common sequence involves: 

1. Define Mission and Objectives: Start by clearly articulating the overarching business 

mission and then setting specific, measurable marketing objectives that support it. 

2. Conduct Situation Analysis (SWOT & PESTLE): Thoroughly assess the internal and 

external environments to understand strengths, weaknesses, opportunities, and threats. 

3. Identify Target Markets and Position: Segment the market, choose target segments, and 

define the brand's unique value proposition and desired positioning. 

4. Formulate Marketing Strategies: Develop broad strategies for each element of the 

marketing mix (Product, Price, Place, Promotion, People, Process, Physical Evidence). 
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5. Develop Action Programs (Tactics): Translate strategies into specific, actionable steps, 

detailing responsibilities, timelines, and budgets. 

6. Implement the Plan: Put the strategies and tactics into action. This requires strong project 

management and cross-functional collaboration. 

7. Monitor, Evaluate, and Control: Continuously track performance against KPIs, analyze 

results, and make necessary adjustments to the plan to ensure objectives are met. This is 

an iterative process, allowing for learning and adaptation. 

Strategic marketing planning is not a one-time event but an ongoing, dynamic process that 

requires continuous analysis, adaptation, and creativity to remain effective in a constantly 

changing business environment. 

Marketing Environment -The marketing environment refers to all the internal and external 

forces that affect a company's ability to develop and maintain successful relationships with its 

target customers. Understanding this environment is crucial for marketers because it helps them 

identify opportunities, anticipate threats, and adapt their strategies to remain competitive and 

relevant. The marketing environment can be broadly divided into two main categories: 

1. Microenvironment: Factors close to the company that affect its ability to serve its 

customers. These are generally more controllable by the company, or at least the company 

can significantly influence them. 

2. Macroenvironment: Larger societal forces that affect the entire microenvironment. These 

are largely beyond the company's control and require careful monitoring and adaptation. 

I. The Microenvironment (Company's Immediate Environment)-These are the actors and 

forces that directly influence a company's capability to deliver value to its customers. 
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1. The Company (Internal Environment): 

o Description: All departments within the company (e.g., top management, finance, 

R&D, purchasing, operations, accounting). Each department must "think consumer" 

and work together to provide superior customer value and satisfaction. 

o Impact on Marketing: Marketing decisions are influenced by the company's 

overall mission, objectives, strategies, and internal resources (financial, human, 

technological). For example, a limited R&D budget might restrict product 

innovation. 

2. Suppliers: 

o Description: Firms and individuals that provide the resources needed by the 

company to produce its goods and services. 

o Impact on Marketing: Reliable suppliers are crucial. Supply shortages, delays, or 

price increases can seriously affect marketing by impacting production, product 

quality, and customer pricing. Marketers must monitor supplier availability and 

costs. 

3. Marketing Intermediaries: 

o Description: Firms that help the company to promote, sell, and distribute its goods 

to final buyers. These include: 

▪ Resellers: Wholesalers and retailers who buy and resell merchandise. 

▪ Physical Distribution Firms: Companies that help the firm stock and move 

goods from their points of origin to their destinations (e.g., trucking 

companies, warehouses). 

▪ Marketing Services Agencies: Marketing research firms, advertising 

agencies, media firms, and marketing consulting firms that help the company 

target and promote its products. 
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▪ Financial Intermediaries: Banks, credit companies, insurance companies, 

and other businesses that help finance transactions or insure against the risks 

associated with buying and selling goods. 

o Impact on Marketing: Strong partnerships with intermediaries are vital for 

efficient market reach. Disruptions in these relationships can impede a company's 

ability to deliver its product. 

4. Competitors: 

o Description: Companies that offer similar products or services, or compete for the 

same target customers' money. 

o Impact on Marketing: Marketers must continuously analyze competitors' 

strategies, strengths, weaknesses, and reactions to their own marketing moves. This 

informs decisions about pricing, product differentiation, promotion, and distribution 

to gain a competitive advantage. 

5. Publics: 

o Description: Any group that has an actual or potential interest in or impact on an 

organization's ability to achieve its objectives. These include: 

▪ Financial Publics: Banks, investment analysts, stockholders. 

▪ Media Publics: Newspapers, magazines, TV stations, blogs, social media 

influencers. 

▪ Government Publics: Government agencies and regulations. 

▪ Citizen-Action Publics: Consumer organizations, environmental groups, 

minority groups. 

▪ Local Publics: Neighborhood residents, community organizations. 

▪ General Public: The broader public's attitude toward the company's products 

and activities. 

▪ Internal Publics: Workers, managers, volunteers, board of directors. 
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o Impact on Marketing: Each public can affect marketing success. Companies need 

to manage their relationships with these publics to maintain a positive image and 

ensure smooth operations (e.g., positive media coverage, favorable government 

policies, community support). 

6. Customers: 

o Description: The most important actors in the microenvironment. Different types 

of customer markets exist: 

▪ Consumer markets: Individuals and households that buy goods and services 

for personal consumption. 

▪ Business markets: Organizations that buy goods and services for further 

processing or use in their production process. 

▪ Reseller markets: Organizations that buy goods and services to resell at a 

profit. 

▪ Government markets: Government agencies that buy goods and services to 

produce public services or transfer them to others. 

▪ International markets: Buyers in other countries, including consumers, 

producers, resellers, and governments. 

o Impact on Marketing: Understanding customer needs, wants, and buying 

behaviors is fundamental to all marketing decisions. Companies must continuously 

research and adapt to changing customer preferences. 

II. The Macroenvironment (Broader Societal Forces) 

These are larger, external forces that shape opportunities and pose threats to the company and its 

microenvironment. Companies generally cannot control these factors but must adapt to them. 

Often analyzed using PESTLE (Political, Economic, Social, Technological, Legal, 

Environmental). 
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1. Demographic Environment: 

o Description: The study of human populations in terms of size, density, location, 

age, gender, race, occupation, and other statistics. 

o Impact on Marketing: Changes in demographics (e.g., aging populations, 

increased diversity, changing household structures, urban migration) create new 

markets and marketing opportunities, or reduce demand for existing products. 

Marketers must track these trends to tailor products and communication. 

o Example: The growing elderly population in many developed countries creates 

opportunities for healthcare services, specialized travel, and convenience products. 

2. Economic Environment: 

o Description: Factors that affect consumer purchasing power and spending patterns. 

o Impact on Marketing: Economic conditions (e.g., recessions, inflation, interest 

rates, disposable income, consumer confidence) heavily influence consumer 

spending habits. During a recession, consumers often prioritize essential goods and 

seek value, prompting companies to adjust their pricing or offer more budget-

friendly options. 

o Example: High inflation in India could lead consumers to cut back on discretionary 

spending, impacting sales of luxury goods and non-essential services. 

3. Natural Environment: 

o Description: The physical environment and the natural resources that are needed as 

inputs by marketers or that are affected by marketing activities. 

o Impact on Marketing: Includes environmental sustainability concerns, raw 

material shortages, increased pollution, and government intervention in natural 

resource management. This pushes companies towards "green marketing," 

sustainable practices, and eco-friendly products. 
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o Example: Growing consumer awareness of climate change might lead a beverage 

company to invest in sustainable packaging or carbon-neutral manufacturing, which 

then becomes a marketing message. 

4. Technological Environment: 

o Description: Forces that create new technologies, creating new product and market 

opportunities. 

o Impact on Marketing: Rapid technological change can quickly render old products 

obsolete but also opens vast new avenues for product development, communication, 

and distribution. Marketers must embrace innovations like AI, big data, e-

commerce, social media, and automation. 

o Example: The rise of generative AI allows marketers to create personalized content 

at scale, while the ubiquity of smartphones enables mobile marketing and location-

based services. 

5. Political and Legal Environment: 

o Description: Laws, government agencies, and pressure groups that influence or 

limit various organizations and individuals in society. 

o Impact on Marketing: Regulations related to product safety, advertising standards, 

privacy (e.g., GDPR), pricing, competition, and consumer rights directly affect 

marketing practices. Political stability, trade policies, and taxation can also have a 

profound impact. 

o Example: New data privacy laws in India would require companies to adjust how 

they collect, store, and use customer data for marketing purposes. 

6. Socio-Cultural Environment: 

o Description: Institutions and other forces that affect society's basic values, 

perceptions, preferences, and behaviors. 
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o Impact on Marketing: Cultural shifts, lifestyle trends, values (e.g., health 

consciousness, individualism, community focus), and subcultures influence what 

products consumers want, how they consume them, and how they respond to 

marketing messages. Marketers must be sensitive to cultural nuances to avoid 

missteps and effectively connect with target audiences. 

o Example: A growing trend towards veganism in urban India presents opportunities 

for plant-based food manufacturers, requiring them to adapt their product offerings 

and marketing messages. 

Importance of Environmental Scanning: Marketers engage in environmental scanning – 

continuously monitoring and analyzing these micro and macro environmental forces. This helps 

them: 

• Identify emerging trends and shifts. 

• Spot new opportunities for products, services, or market segments. 

• Detect potential threats to their business model or market share. 

• Adapt their marketing strategies proactively rather than reactively. 

• Maintain a competitive edge and ensure long-term sustainability. 

In a rapidly changing world, understanding and responding to the marketing environment is not 

just an option but a necessity for business survival and growth. 

Macro and Micro Components and Their Impact on Marketing Decisions - Understanding 

the marketing environment is paramount for any business, especially in a dynamic market like 

India. Marketers must constantly monitor both the micro and macro components because these 

forces directly influence consumer behavior, competitive landscapes, and ultimately, the success 

of marketing decisions. Let's break down the impact of each component on marketing decisions, 

with a particular lens on India where relevant. 
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I. Microenvironmental Components and Their Impact on Marketing Decisions 

These factors are closer to the company and have a direct, often immediate, impact on how it 

operates and markets itself. While some are internal, others are external but directly interact with 

the company. 

1. The Company (Internal Environment): 

o Impact: This is about the company's own resources, capabilities, culture, and 

alignment. 

▪ Product Decisions: R&D capabilities dictate product innovation. Production 

capacity affects how much of a product can be supplied. 

▪ Pricing Decisions: Financial resources and cost structures (from operations) 

determine pricing flexibility. 

▪ Promotional Decisions: The marketing department's budget, the creative 

team's skills, and top management's vision shape campaigns. 

▪ Distribution Decisions: The logistics and supply chain capabilities of the 

company itself determine distribution reach. 

o Example (India): A new Indian startup with limited funding might decide on a 

digital-only marketing strategy (lower cost) and focus on a niche product category, 

as opposed to a large conglomerate that can invest heavily in R&D for diverse 

product lines and national advertising campaigns. 

2. Suppliers: 

o Impact: Suppliers provide the inputs for production. Their reliability, cost, and 

quality directly affect the company's ability to deliver value. 

▪ Product Decisions: The quality of raw materials impacts product quality. 

Supplier innovation can open new product possibilities. 
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▪ Pricing Decisions: Increases in supplier costs (e.g., fuel prices for 

transportation, raw material prices) often necessitate price increases for the 

end product. 

▪ Distribution Decisions: Supplier reliability impacts inventory management 

and delivery schedules, affecting product availability. 

▪ Promotional Decisions: Supply chain disruptions can lead to out-of-stock 

situations, requiring changes in promotional messaging (e.g., "currently 

unavailable"). 

o Example (India): A textile company in Surat facing cotton shortages or price hikes 

from its suppliers might have to increase garment prices or seek alternative, 

potentially lower-quality materials, impacting its brand image and market 

positioning. 

3. Marketing Intermediaries: 

o Impact: These are the partners (resellers, distributors, logistics firms, marketing 

agencies) who help a company promote, sell, and distribute its products. 

▪ Product Decisions: Reseller feedback on customer preferences can influence 

product modifications. 

▪ Pricing Decisions: Intermediaries' margins and pricing policies (e.g., for 

retailers) directly affect the final consumer price. 

▪ Distribution Decisions: Their reach and efficiency determine how widely 

and quickly a product reaches the market. Strong relationships lead to 

favorable shelf space or online visibility. 

▪ Promotional Decisions: Intermediaries' willingness to promote a product 

(e.g., in-store promotions, online banners) is crucial. Marketing agencies 

provide expertise for campaigns. 
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o Example (India): For an FMCG company, strong relationships with distributors 

and kirana store owners are vital for market penetration in rural areas. A dispute 

with a major e-commerce platform could severely limit an online brand's reach. 

4. Competitors: 

o Impact: Rivals offering similar products or vying for the same customer segments. 

▪ Product Decisions: Competitive offerings drive product innovation and 

differentiation. A competitor's new feature might necessitate a response. 

▪ Pricing Decisions: Competitors' pricing strategies (e.g., price wars, premium 

pricing) heavily influence a company's own pricing decisions. 

▪ Promotional Decisions: Competitors' advertising spend and messaging can 

force a company to increase its own promotional efforts or change its creative 

approach to stand out. 

▪ Distribution Decisions: Competitors' presence in certain channels might 

push a company to explore new channels or intensify efforts in existing ones. 

o Example (India): The intense competition in the Indian telecom sector (Jio, Airtel, 

Vodafone Idea) forces each player to constantly innovate with new data plans, 

value-added services, and aggressive promotional offers to retain and attract 

subscribers. 

5. Publics: 

o Impact: Any group that has an actual or potential interest in or impact on an 

organization's ability to achieve its objectives (media, government, local 

community, citizen-action groups, financial publics). 

▪ Product/Brand Decisions: Negative media coverage or public backlash 

(e.g., over environmental impact) can severely damage brand reputation, 

requiring product changes or crisis management. 
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▪ Promotional Decisions: PR efforts are crucial for managing public image. 

Positive media coverage can be a powerful promotional tool. Citizen-action 

group pressure can lead to changes in advertising practices. 

▪ Overall Strategy: Government policies and regulations (e.g., new taxes, 

consumer protection laws) dictate what can and cannot be done in marketing. 

o Example (India): A food brand facing scrutiny from a consumer advocacy group 

over food safety standards might have to revise its production processes and launch 

a public relations campaign to rebuild trust. 

6. Customers: 

o Impact: The ultimate target of all marketing efforts. Their needs, wants, and 

behaviors are the core drivers. 

▪ Product Decisions: Customer feedback, market research, and understanding 

changing needs directly drive product development and features. 

▪ Pricing Decisions: Customers' perceived value and willingness to pay 

determine viable price points. 

▪ Promotional Decisions: Understanding target customers' media 

consumption habits, motivations, and preferred communication styles shapes 

promotional messages and channels. 

▪ Distribution Decisions: Customer convenience (where and how they prefer 

to buy) dictates distribution strategies (e.g., online, physical stores, home 

delivery). 

o Example (India): The rising demand for organic and healthy food options among 

urban Indian consumers has led many grocery chains and food brands to expand 

their organic product lines and highlight health benefits in their marketing. 

II. Macroenvironmental Components and Their Impact on Marketing Decisions 
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These broader societal forces are largely uncontrollable but exert significant influence, often 

creating both opportunities and threats that require strategic adaptation. 

1. Demographic Environment: 

o Impact: Population characteristics (age, gender, income, education, location, 

household size, etc.). 

▪ Market Opportunity: Identifying growing segments (e.g., youth, elderly, 

working women) for new products or services. 

▪ Product/Service Development: Designing products for specific age groups 

(e.g., baby care products, retirement communities). 

▪ Targeting & Segmentation: Refine who the company sells to. 

▪ Geographic Focus: Urbanization trends in India influence where companies 

set up retail or distribution hubs. 

o Example (India): India's large youth population (Gen Z and Millennials) fuels 

demand for digital entertainment, fast fashion, and online learning, prompting 

companies to invest in mobile-first strategies and social media marketing. The 

growing middle class in Tier 2 and Tier 3 cities creates new consumer markets for 

various goods. 

2. Economic Environment: 

o Impact: Factors affecting consumer purchasing power and spending patterns (GDP, 

inflation, interest rates, disposable income, consumer confidence, employment). 

▪ Pricing Strategies: During high inflation, companies might resort to smaller 

pack sizes ("shrinkflation") or focus on value-for-money propositions. In an 

economic boom, premium pricing might be more feasible. 

▪ Product Mix: During downturns, consumers might shift to essential goods, 

leading companies to focus on core products. 
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▪ Promotional Messaging: Emphasizing savings during recessions vs. 

aspirational messaging during economic prosperity. 

▪ Investment Decisions: Overall economic growth influences investment in 

new markets or product lines. 

o Example (India): Persistent inflation (if applicable) would force FMCG companies 

to adjust their pricing strategies frequently or introduce economy packs to maintain 

affordability for the price-sensitive Indian consumer. Rising disposable incomes in 

certain segments might lead to increased demand for luxury goods. 

3. Natural Environment: 

o Impact: Natural resources, environmental sustainability concerns, climate change. 

▪ Product Development: Pressure to develop eco-friendly products, 

sustainable packaging, or energy-efficient solutions. 

▪ Supply Chain: Impact of climate change on agriculture (raw materials) or 

extreme weather events on logistics. 

▪ Branding & Promotion: "Green marketing" and highlighting sustainability 

efforts become key differentiators for environmentally conscious consumers. 

▪ Ethical Considerations: Avoiding depletion of resources or polluting 

practices. 

o Example (India): Growing concern over plastic pollution in India pushes consumer 

goods companies to invest in recyclable packaging and promote initiatives for waste 

management, impacting their product design and marketing campaigns. 

4. Technological Environment: 

o Impact: New technologies, creating new product and market opportunities, and 

changing how businesses operate and interact with customers. 

▪ Product Innovation: AI, IoT, biotech lead to entirely new product categories 

(e.g., smart home devices, personalized health tech). 
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▪ Promotional Channels: Rise of social media, video platforms, and AI-

powered advertising tools. 

▪ Distribution Channels: E-commerce, mobile apps, and drone delivery 

reshape how products reach customers. 

▪ Customer Experience: AI chatbots for customer service, personalized 

recommendations driven by machine learning. 

o Example (India): The rapid adoption of smartphones and affordable internet has 

fueled the growth of digital payments, OTT platforms, and e-commerce across India, 

compelling businesses to prioritize their digital presence and mobile marketing 

strategies. 

5. Political and Legal Environment: 

o Impact: Laws, government agencies, and pressure groups. 

▪ Product Safety/Labeling: Regulations dictate product formulation, safety 

standards, and mandatory labeling (e.g., nutritional information). 

▪ Advertising Rules: Restrictions on advertising content (e.g., alcohol, 

tobacco, deceptive claims) and promotional practices. 

▪ Pricing: Anti-monopoly laws, price controls, or taxes can restrict pricing 

freedom. 

▪ Market Entry/Operation: Foreign direct investment (FDI) policies, 

licensing requirements, and trade barriers. 

▪ Consumer Protection: Laws safeguarding consumer rights influence 

marketing communication and post-purchase service. 

o Example (India): New regulations by the Indian government on data privacy (like 

the Digital Personal Data Protection Act) would require marketers to rethink how 

they collect, store, and use customer data for targeted advertising and 

personalization. Changes in GST rates directly impact product pricing. 
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6. Socio-Cultural Environment: 

o Impact: Society's basic values, perceptions, preferences, and behaviors. 

▪ Product Relevance: Understanding cultural norms and values to design 

culturally appropriate products and services. 

▪ Communication: Tailoring marketing messages to resonate with cultural 

sensitivities and aspirations. 

▪ Brand Values: Aligning brand image with prevailing social trends (e.g., 

wellness, diversity, local pride). 

▪ Consumption Patterns: Changes in lifestyle (e.g., nuclear families, health 

consciousness, rise of gig economy) influence purchasing habits. 

o Example (India): The increasing Westernization in urban India alongside strong 

traditional values creates a dual challenge for marketers. Brands often need to 

balance modern appeal with cultural relevance, for instance, by promoting 

traditional festivals with a modern twist or offering products that cater to both 

traditional and contemporary lifestyles. The rise of health consciousness has led to 

a surge in demand for organic foods and fitness services. 

Conclusion-Effective marketing decision-making involves a continuous process of 

environmental scanning – diligently monitoring and analyzing both micro and macro factors. 

Companies that successfully navigate this complex environment are those that are agile, adaptive, 

and customer-centric, constantly adjusting their marketing mix and strategies to seize 

opportunities and mitigate threats. Ignoring these forces is akin to navigating without a compass 

in ever-changing currents. 
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Market Segmentation and Positioning -Market segmentation and positioning are two of the 

most critical concepts in strategic marketing. They form the core of how a company decides 

whom to serve and how to serve them uniquely in the marketplace. This process is often 

summarized as STP: Segmentation, Targeting, and Positioning. 

1. Market Segmentation-Market segmentation is the process of dividing a large, 

heterogeneous market into smaller, more homogeneous groups of consumers who share similar 

characteristics, needs, wants, or behaviors. The idea is that a single product or marketing 

approach is unlikely to appeal to all consumers in a broad market. By segmenting, companies can 

tailor their marketing efforts more effectively to specific groups. 

Why is Market Segmentation Important? 

• Better Understanding of Customers: It allows businesses to gain a deeper insight into 

the needs, preferences, and behaviors of specific customer groups. 

• More Effective Marketing: Resources can be concentrated on specific segments, leading 

to more targeted and efficient marketing campaigns. 

• Improved Product Development: Companies can design products and services that 

precisely meet the needs of a particular segment. 

• Increased Profitability: By addressing specific needs, companies can often command 

higher prices and build stronger customer loyalty. 

• Competitive Advantage: Identifying underserved segments can open up new 

opportunities and help a company differentiate itself. 

Bases for Market Segmentation (How to Segment):Marketers use various bases to segment 

consumer markets. Often, a combination of these is used for more precise targeting. 
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1. Geographic Segmentation: 

o Definition: Dividing the market into different geographical units such as nations, 

regions, states, cities, or even neighborhoods. 

o Variables: Region, city size, population density (urban, suburban, rural), climate. 

o Example (India): A company selling warm clothing would target colder regions 

like Jammu & Kashmir or Himachal Pradesh, while a company selling air 

conditioners would focus on hotter states like Rajasthan or Uttar Pradesh. Fast-food 

chains often adapt their menus to local tastes (e.g., more vegetarian options in India). 

2. Demographic Segmentation: 

o Definition: Dividing the market based on easily measurable, observable population 

characteristics. This is one of the most common and easiest to use. 

o Variables: Age, gender, income, education, occupation, family size, family life 

cycle, religion, race, nationality, social class. 

o Example (India): 

▪ Age: Baby food for infants, toys for children, anti-aging creams for older 

adults. 

▪ Income: Luxury cars for high-income earners vs. affordable two-wheelers for 

middle-income groups. 

▪ Gender: Cosmetics for women, men's grooming products. 

▪ Family Life Cycle: Smaller, efficient homes for young couples vs. larger 

homes for families with children. 

▪ Religion/Nationality: Products tailored for specific festivals (e.g., Diwali 

sweets, Eid attire) or regional food preferences. 

 

 



 
 

34 

PREPARED BY:    Dr PINKI RANI DEI 

ASSISTANT PROFESSOR OF COMMERCE 

 
 
 

 

3. Psychographic Segmentation: 

o Definition: Dividing the market based on psychological characteristics such as 

lifestyle, personality, values, opinions, and interests. This delves into why people 

buy. 

o Variables: Lifestyle (e.g., health-conscious, adventurous, homebody), personality 

traits (e.g., outgoing, introverted), values (e.g., environmentalism, tradition), 

opinions, interests, activities. 

o Example (India): Adventure travel companies target individuals with an 

adventurous lifestyle. Organic food brands target health-conscious and 

environmentally aware consumers. Yoga studios target individuals interested in 

wellness and mindfulness. 

4. Behavioral Segmentation: 

o Definition: Dividing the market based on consumer knowledge, attitudes, uses of, 

or responses to a product. This is based on actual consumer behavior. 

o Variables: 

▪ Occasion: When consumers get the idea to buy, actually make their purchase, 

or use the purchased item (e.g., special occasion gifts, seasonal products like 

umbrellas during monsoon). 

▪ Benefits Sought: The specific benefits consumers seek from a product (e.g., 

toothpaste for cavity prevention, teeth whitening, or fresh breath). 

▪ User Status: Non-users, ex-users, potential users, first-time users, regular 

users. 

▪ Usage Rate: Light, medium, and heavy product users. 

▪ Loyalty Status: Brand loyal, store loyal, or not loyal. 

▪ Readiness Stage: Unaware, aware, informed, interested, desirous, intending 

to buy. 
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o Example (India): A smartphone company might target "heavy users" with high-

end, feature-rich phones, while offering budget phones to "light users." Airlines 

offer loyalty programs to "loyal customers." E-commerce sites use past purchase 

behavior to recommend new products. 

2. Market Targeting-Once segments are identified, the next step is targeting. This involves 

evaluating each segment's attractiveness and selecting one or more segments to enter. A company 

should target segments where it can profitably generate the greatest customer value and sustain 

it over time. 

Targeting Strategies: 

1. Undifferentiated (Mass) Marketing: 

o Approach: Ignores market segment differences and targets the whole market with 

one offer. Focuses on common needs rather than differences. 

o Suitability: Rarely effective in today's diverse markets, except for very basic 

commodities. 

o Example: Historically, Coca-Cola might have used this approach for its core 

product, aiming for broad appeal. 

2. Differentiated (Segmented) Marketing: 

o Approach: Targets several market segments and designs separate offers for each. 

o Benefits: Stronger positioning within each segment, potentially higher total sales 

than undifferentiated marketing. 

o Costs: Increases costs (product modification, production, administration, 

promotion, inventory). 

o Example (India): Hindustan Unilever (HUL) offers various soaps (Lux, Lifebuoy, 

Dove, Hamam) each targeting different segments based on benefits (beauty, germ 
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protection, moisturization, tradition) and price points. Marriott International offers 

different hotel brands (e.g., Courtyard by Marriott, Ritz-Carlton) for different 

traveler segments. 

3. Concentrated (Niche) Marketing: 

o Approach: A firm goes after a large share of one or a few segments or niches. 

o Benefits: Achieves a strong market position due to greater knowledge of consumer 

needs in the niches served; can be highly profitable for smaller companies with 

limited resources. 

o Risks: Higher risk if the niche market turns sour or larger competitors enter. 

o Example (India): Organic India targets consumers specifically seeking organic and 

Ayurvedic health products. Royal Enfield focuses on a niche of retro, heavy-duty 

motorcycle enthusiasts. 

4. Micromarketing (Local or Individual Marketing): 

o Approach: Tailoring products and marketing programs to the needs and wants of 

specific individuals and local customer segments. 

o Local Marketing: Tailoring brands and promotions to the needs and wants of local 

customer groups (cities, neighborhoods, specific stores). 

o Individual Marketing (One-to-one marketing, customized marketing): 

Tailoring products and marketing programs to the needs and preferences of 

individual customers. 

o Example (India): Online retailers like Amazon India using algorithms to 

recommend products based on individual Browse and purchase history. Local 

restaurants offering specific deals based on the neighborhood. Nike allowing 

customers to design their own shoes online. 
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3. Positioning-Positioning is the act of designing the company's offering and image to occupy a 

distinct and valued place in the minds of the target market. It's about how a company wants its 

brand and products to be perceived relative to competing brands. It's not about what you do to a 

product, but what you do to the mind of the prospect. 

Key Aspects of Positioning: 

• Differentiation: Identifying and highlighting the unique attributes or benefits that set a 

company's offering apart from competitors. 

• Perception: It's about shaping the customer's perception. 

• Competitive Advantage: The goal is to create a compelling reason for the target customer 

to choose your brand over others. 

Developing a Positioning Strategy: 

1. Identify Competitive Advantages: What unique value can the company offer? This could 

be: 

o Product Differentiation: Features, performance, style, design, durability, 

reliability (e.g., Apple's design and user experience). 

o Service Differentiation: Speed, convenience, customer service, installation, repair 

(e.g., Zomato's fast food delivery). 

o Channel Differentiation: Way channel is designed, coverage, expertise, 

performance (e.g., Dell's direct-to-consumer sales). 

o People Differentiation: Hiring and training better people than competitors (e.g., 

Singapore Airlines' flight attendants). 

o Image Differentiation: A strong, distinctive image that conveys the product's 

benefits and positioning (e.g., Harley-Davidson's rebel image). 

o  
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2. Choose the Right Competitive Advantages (Unique Selling Proposition - USP): 

o Important: The difference must be highly valued by customers. 

o Distinctive: Competitors do not offer the difference, or the company can offer it in 

a more distinctive way. 

o Superior: The difference is superior to other ways customers might obtain the same 

benefit. 

o Communicable: The difference can be easily communicated and visible to buyers. 

o Preemptive: Competitors cannot easily copy the difference. 

o Affordable: Buyers can afford to pay for the difference. 

o Profitable: The company can introduce the difference profitably. 

3. Select an Overall Positioning Strategy: Based on the chosen competitive advantages, a 

company develops a broad positioning strategy. Common approaches include: 

o More for More: High quality, high price (e.g., Rolex, Mercedes-Benz). 

o More for the Same: High quality, same price (e.g., Lexus challenging 

Mercedes/BMW). 

o The Same for Less: Good quality, lower price (e.g., big box retailers like 

Walmart/Big Bazaar). 

o Less for Much Less: Basic quality, very low price (e.g., budget airlines like 

IndiGo). 

o More for Less: The ideal but often difficult-to-sustain proposition (e.g., some 

disruptive tech companies in their early stages). 

4. Develop a Positioning Statement: A concise statement that summarizes the brand's 

positioning. 

o Format: "To (target segment and need) our (brand) is (concept) that (point of 

difference)." 
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o Example: "To busy professionals who need reliable transportation, Ola Cabs is a 

convenient and affordable ride-sharing service that offers real-time tracking and 

easy booking through a mobile app." 

5. Communicate and Deliver the Chosen Position: 

o The entire marketing mix (4 Ps / 7 Ps) must support the chosen positioning strategy. 

o Consistency in messaging, product features, pricing, and distribution is crucial. 

Perceptual Maps: Visual tools often used in positioning to plot consumers' perceptions of 

different brands on two or more dimensions (e.g., price vs. quality, traditional vs. modern). This 

helps identify gaps in the market or areas where competitors are clustered. 

In essence, market segmentation helps a company divide the market into manageable groups, 

targeting helps them decide which groups to serve, and positioning helps them define how they 

want to be perceived by those selected groups. Together, these form the strategic foundation for 

all marketing activities. 

Unit-II: Product and Pricing Decision: Product- Concept and Classification, Layers of 

Product, Major Product Decisions; Product-Mix; New Product Development Stages; 

Packaging and Labelling; Product Life Cycle (PLC) – Concept and Appropriate Strategies 

Adopted at Different Stages.  

Pricing: Objectives, Price Sensitivity, Factors Affecting Price of a Product, Pricing Methods 

and Strategies, Ethical Issues in Product and Pricing Decisions, Lab based assignments.  

Product- Concept and Classification -In marketing, the "Product" is more than just a physical 

item; it's a comprehensive offering designed to satisfy customer needs and wants. Understanding 

the concept of a product and how products are classified is fundamental to developing effective 

marketing strategies. 
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Product: Concept in Marketing-In the marketing context, a product is anything that can be 

offered to a market to satisfy a want or need. This broad definition goes beyond tangible goods 

to include: 

1. Physical Goods: Tangible items you can touch, see, and often store (e.g., a smartphone, a 

bottle of shampoo, a car, a book). 

2. Services: Intangible activities or benefits offered for sale, that are consumed at the point 

of production and cannot be stored (e.g., a haircut, a doctor's consultation, a ride in an 

Uber, a banking service). 

3. Experiences: Curated events or activities that create memorable moments (e.g., a vacation 

package, a concert, a theme park visit). 

4. Events: Time-based occurrences (e.g., the Olympic Games, a music festival, a trade 

show). 

5. Persons: Marketing of celebrities, political figures, or other public figures (e.g., a movie 

star's brand, a politician's campaign). 

6. Places: Marketing of cities, states, regions, or countries to attract tourists, businesses, or 

residents (e.g., "Incredible India" tourism campaign). 

7. Organizations: Marketing of non-profit organizations, corporations, or universities to 

build goodwill or attract support (e.g., UNICEF, Greenpeace, a university's enrollment 

campaign). 

8. Information: Offering data, knowledge, or insights (e.g., online courses, market research 

reports, news subscriptions). 

9. Ideas: Promoting concepts, causes, or social campaigns (e.g., "Swachh Bharat Abhiyan" 

for cleanliness, safe driving campaigns). 
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Levels of Product (Kotler's Five Product Levels):To fully capture what a product represents 

to a customer, marketers often think in terms of five levels: 

1. Core Benefit (Core Product): This is the fundamental need or want that the consumer is 

really buying. It's the problem-solving benefit. 

o Example: For a hotel guest, the core benefit is rest and sleep. For a smartphone user, 

it's communication and information access. 

2. Generic Product (Basic Product): This is the basic version of the product that delivers 

the core benefit. It includes only the essential features required for its function. 

o Example: For a hotel, this would be a bed, a bathroom, towels. For a smartphone, 

it's the basic handset with calling and texting functions. 

3. Expected Product: This level includes the attributes and conditions that buyers normally 

expect when they purchase the product. If these expectations are not met, the customer will 

be dissatisfied. 

o Example: For a hotel, clean sheets, a clean room, quietness, working lamps, TV. For 

a smartphone, a reliable battery, a decent screen, basic apps, good network 

reception. 

4. Augmented Product: This level includes additional services and benefits that differentiate 

the product from competitors. It's what goes beyond the basic expectations. 

o Example: For a hotel, free Wi-Fi, a complimentary breakfast, a fitness center, valet 

parking. For a smartphone, a high-resolution camera, facial recognition, premium 

apps, extended warranty, customer support. This is where most competition takes 

place. 

5. Potential Product: This encompasses all the possible augmentations and transformations 

the product might undergo in the future. It's about looking ahead to new ways to satisfy 

customers and differentiate. 
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o Example: For a hotel, perhaps personalized AI concierges, virtual reality tours of 

rooms, or seamless integration with smart home devices. For a smartphone, 

holographic displays, brain-computer interfaces, or predictive health monitoring. 

Classification of Products-Products are typically classified based on two broad categories: 

Consumer Products (bought by final consumers for personal consumption) and Industrial 

Products (bought by organizations for further processing or use in business). 

A. Consumer Product Classification-Consumer products are those purchased by individuals 

and households for their own personal use. They are classified based on how consumers typically 

buy them, reflecting different buying behaviors and marketing considerations. 

1. Convenience Products: 

o Definition: Products consumers buy frequently, immediately, and with minimal 

comparison and buying effort. They are typically low-priced. 

o Buying Behavior: Impulse purchases, habitual buying, little planning. 

o Marketing Considerations: 

▪ Place: Widespread distribution, high availability (e.g., in Kirana stores, 

supermarkets, vending machines). 

▪ Price: Low. 

▪ Promotion: Mass promotion by producer (advertising, sales promotion). 

▪ Examples (India): Biscuits (Parle-G, Britannia), soft drinks (Coca-Cola, 

Thums Up), bread, milk, newspapers, soap, daily use toiletries. 

2. Shopping Products: 

o Definition: Products that consumers compare carefully on suitability, quality, price, 

and style before purchase. They are generally less frequently purchased and more 

expensive than convenience products. 
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o Buying Behavior: More planning and effort, comparison shopping. 

o Marketing Considerations: 

▪ Place: Fewer outlets, but deeper sales support. 

▪ Price: Moderate to high. 

▪ Promotion: Advertising and personal selling by both producer and resellers. 

▪ Examples (India): Clothing (local brands, lifestyle brands), electronics 

(TVs, washing machines), furniture, major appliances, airline tickets. 

3. Specialty Products: 

o Definition: Products with unique characteristics or brand identification for which a 

significant group of buyers is willing to make a special purchase effort. Consumers 

rarely compare specialty products. 

o Buying Behavior: Strong brand preference and loyalty, specific search effort, less 

price sensitivity. 

o Marketing Considerations: 

▪ Place: Exclusive distribution in very few outlets per market area. 

▪ Price: High. 

▪ Promotion: More carefully targeted promotion by producer and resellers. 

▪ Examples (India): Luxury cars (Mercedes-Benz, BMW), high-end designer 

apparel, specific brands of fine jewelry, unique artwork, high-end traditional 

Indian wear (e.g., Kanjivaram sarees from a renowned weaver). 

4. Unsought Products: 

o Definition: Products that the consumer either does not know about or knows about 

but does not normally think of buying. 

o Buying Behavior: Little or no awareness, negative interest, or no thought of 

purchase until a need arises. 

o Marketing Considerations: 
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▪ Place: Varies. 

▪ Price: Varies. 

▪ Promotion: Requires aggressive advertising, personal selling, and other 

marketing efforts to create awareness and persuade purchase. 

▪ Examples (India): Life insurance, funeral services, blood donations, pre-

need cemetery plots, new innovative products until they become known (e.g., 

early home security systems). 

B. Industrial Product Classification-Industrial products are those purchased by individuals and 

organizations for further processing or for use in conducting a business. The distinction between 

consumer and industrial products is based on the purpose for which the product is bought. 

1. Materials and Parts: 

o Definition: Products that enter the manufacturer's product completely. 

o Types: 

▪ Raw Materials: Farm products (e.g., cotton, wheat, fruits) and natural 

products (e.g., fish, timber, crude petroleum). 

▪ Manufactured Materials and Parts: Component materials (e.g., iron, yarn, 

cement) and component parts (e.g., tires, small motors, integrated circuits). 

o Marketing Considerations: Price and service are key. Quality and reliability are 

crucial. Direct selling, often by sales teams. Branding is important for 

differentiation. 

o Example (India): Steel for car manufacturing, microchips for electronics assembly, 

cotton for textile mills. 

2. Capital Items: 

o Definition: Industrial products that aid in the buyer's production or operations, 

including installations and accessory equipment. 
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o Types: 

▪ Installations: Major purchases such as buildings (factories, offices) and fixed 

equipment (e.g., generators, heavy machinery, large IT systems). They are 

major investments. 

▪ Accessory Equipment: Portable factory equipment and tools (e.g., forklifts, 

hand tools) and office equipment (e.g., computers, printers, desks). These are 

less expensive and have a shorter life than installations. 

o Marketing Considerations: Involve long-term relationships, significant 

investment decisions, and often direct sales from producer to business buyer. 

Service and maintenance are critical. 

o Example (India): A textile factory buying new weaving machines, a software 

company purchasing new servers, a construction firm acquiring heavy excavators. 

3. Supplies and Business Services: 

o Definition: Industrial products that are used for operating a business and do not 

become part of the finished product. 

o Types: 

▪ Operating Supplies: Items like lubricants, coal, paper, pencils, computer 

supplies. 

▪ Repair and Maintenance Items: Paint, nails, brooms. 

▪ Business Services: Maintenance and repair services (e.g., window cleaning, 

computer repair) and business advisory services (e.g., legal, consulting, 

advertising, IT support). 

o Marketing Considerations: Tend to be high-volume, low-margin purchases. Often 

bought with minimal effort or comparison. Focus on convenience, reliability, and 

established relationships with suppliers. 
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o Example (India): Office stationery for a corporate office, cleaning supplies for a 

hotel, annual maintenance contracts for factory machinery, legal services for a 

business. 

Understanding these classifications helps marketers design appropriate product strategies, 

pricing, distribution channels, and promotional efforts tailored to the product's specific nature 

and target market. 

Layers of Product -The concept of "Layers of Product" or "Levels of Product" is a foundational 

idea in marketing, most famously articulated by Philip Kotler. It helps marketers understand that 

a product is far more than just its physical form; it's a bundle of benefits and experiences that 

exist at different levels, each contributing to the customer's overall value perception.There are 

typically five levels of a product, moving from the most basic need fulfillment to future 

possibilities: 

1. Core Benefit (Core Product): 

o What it is: This is the most fundamental level. It's the ultimate problem-solving 

benefit or service that the customer is really buying. It answers the question: "What 

is the buyer truly seeking?" This layer is intangible and represents the utility or need 

satisfied. 

o Focus for Marketers: Identifying the deep-seated needs and wants that the product 

addresses. This forms the basis of the value proposition. 

o Example: 

▪ For a mobile phone: Communication, connectivity, access to information. 

▪ For a hotel room: Rest and sleep, a place to stay overnight. 

▪ For an insurance policy: Financial security, peace of mind. 

▪ For a drill: A hole in the wall. 
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2. Generic Product (Basic Product): 

o What it is: This refers to the basic, no-frills version of the product that delivers the 

core benefit. It includes only the essential attributes and features required for the 

product to function. 

o Focus for Marketers: Ensuring the product has the minimum necessary features to 

be functional and meet the core need. This is the tangible form of the core benefit. 

o Example: 

▪ For a mobile phone: A device that can make and receive calls, send texts, and 

has a basic screen and keypad. 

▪ For a hotel room: A bed, a clean bathroom, towels, basic lighting. 

▪ For an insurance policy: A contract outlining basic coverage. 

▪ For a drill: A motor, a drill bit, a power cord/battery. 

3. Expected Product: 

o What it is: This level encompasses the set of attributes and conditions that buyers 

normally expect when they purchase the product. These are "table stakes" – if they're 

not present, the customer will be dissatisfied. Expectations are shaped by industry 

standards, competitor offerings, and past experiences. 

o Focus for Marketers: Meeting customer expectations and ensuring basic quality 

and functionality. Failure at this level leads to negative reviews and customer churn. 

o Example: 

▪ For a mobile phone: A reliable battery, a decent camera, internet connectivity, 

access to an app store, a user-friendly interface. 

▪ For a hotel room: Cleanliness, hot water, air conditioning (especially in places 

like Chatrapur, Odisha, given the climate), a working TV, Wi-Fi. 

▪ For an insurance policy: Clear policy terms, quick claims processing, 

responsive customer service. 
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▪ For a drill: Durability, safety features, a comfortable grip, reasonable noise 

level. 

4. Augmented Product: 

o What it is: This level includes additional services and benefits that go beyond basic 

expectations and differentiate the product from competitors. This is where 

companies add value and often compete most intensely. These are the "extras" that 

enhance the customer's overall experience. 

o Focus for Marketers: Creating a unique selling proposition (USP) and adding 

value that delights customers and builds brand loyalty. This involves considering 

features, design, branding, packaging, installation, delivery, customer support, 

warranties, and after-sales service. 

o Example: 

▪ For a mobile phone: Facial recognition, water resistance, a premium design, 

bundled apps, extended warranty, 24/7 customer support hotline, trade-in 

programs. 

▪ For a hotel room: Complimentary breakfast, fitness center access, spa 

services, loyalty program points, concierge service, welcome amenities (like 

a fruit basket in Chatrapur). 

▪ For an insurance policy: Personalized advice, online self-service portals, 

loyalty discounts, additional riders (e.g., critical illness cover), premium 

relationship managers. 

▪ For a drill: A carrying case, multiple drill bits included, a long warranty, 

readily available spare parts, online tutorials. 

5. Potential Product: 

o What it is: This level encompasses all the possible augmentations and 

transformations the product might undergo in the future. It's about looking ahead to 
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new ways to satisfy customers and differentiate. It represents the product's 

evolutionary path and future innovations. 

o Focus for Marketers: Long-term strategic planning, R&D, anticipating future 

customer needs, and staying ahead of the curve. This is where true disruption often 

originates. 

o Example: 

▪ For a mobile phone: Foldable screens, holographic displays, seamless 

integration with AI assistants, brain-computer interfaces, energy harvesting 

capabilities. 

▪ For a hotel: AI-powered personalized room environments, virtual reality 

experiences within the room, seamless integration with local tourism 

activities. 

▪ For an insurance policy: Predictive analytics to prevent claims, highly 

personalized premiums based on real-time behavior data, integrated wellness 

programs. 

▪ For a drill: Self-adjusting speed based on material, integrated dust collection, 

smart diagnostics for maintenance needs. 

Why are Product Layers Important for Marketing Decisions? 

• Holistic View: It forces marketers to think beyond the physical product and consider the 

complete value proposition. 

• Differentiation: Competition often shifts from the generic product to the augmented 

product. Identifying what "extra" value can be offered is key to standing out. 

• Customer Satisfaction & Loyalty: Meeting expected product features prevents 

dissatisfaction, while augmenting the product delights customers and fosters loyalty. 
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• Innovation & Future Planning: The potential product encourages thinking about 

continuous improvement and future market trends. 

• Value Communication: Understanding these layers helps craft marketing messages that 

resonate with different aspects of customer value, from basic needs to advanced benefits. 

By analyzing their offerings through these five layers, companies can better identify opportunities 

for innovation, enhance customer experience, and build stronger, more competitive brands. 

Major Product Decisions -Major product decisions are at the heart of a company's marketing 

strategy. They determine what value the company offers to its customers and how it differentiates 

itself in the marketplace. These decisions are not static; they evolve throughout a product's life 

cycle and are heavily influenced by the marketing environment, competitive landscape, and 

company objectives.Here are the major product decisions a marketer must make: 

1. Individual Product Decisions:These decisions focus on a single product and its attributes. 

• Product Attributes: These are the features that define the product and its benefits. 

o Product Quality: Deciding on the overall quality level, which includes 

performance quality (how well it performs its functions) and conformance quality 

(consistency in delivering target performance). This impacts customer satisfaction 

and value perception. Example: For a detergent in India, quality decisions include 

its cleaning power, gentleness on fabrics, and consistency of formula. 

o Product Features: Deciding on the specific characteristics that a product offers. 

These are competitive tools for differentiating the product. Adding features can 

increase perceived value but also costs. Example: A smartphone's features might 

include camera megapixels, screen type (AMOLED/LCD), processor speed, storage 

capacity, and water resistance. 
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o Product Style and Design: Style describes the appearance of a product, while 

design goes deeper to combine style with functionality, aiming to improve 

usefulness as well as aesthetics. Good design can enhance product performance, 

reduce costs, and increase market appeal. Example: The sleek, minimalist design of 

Apple products or the ergonomic design of a high-end office chair. 

• Branding: A brand is a name, term, sign, symbol, design, or a combination of these that 

identifies the products or services of one seller or group of sellers and differentiates them 

from those of competitors. Branding is crucial for building recognition, loyalty, and 

perceived value. 

o Brand Name Selection: Choosing a memorable, pronounceable, distinctive, and 

legally protectable name that suggests benefits or qualities. 

o Brand Sponsorship: Deciding whether to launch as a manufacturer's brand 

(national brand), private brand (store brand), licensed brand, or co-brand. 

o Brand Development: Strategies like line extensions, brand extensions, multi-

brands, or new brands. 

o Example (India): "Amul" is a powerful brand name for dairy products, symbolizing 

trust and quality. Tata Motors decides on specific brand names for its car models 

like "Nexon" or "Harrier." 

• Packaging: The activities of designing and producing the container or wrapper for a 

product. Packaging serves multiple purposes beyond just protection. 

o Functions: Containment, protection, promotion, convenience, information. 

o Design Decisions: Material, shape, color, graphics, text, sustainability 

considerations. Packaging can be a strong sales tool. 

o Example (India): Small, single-use sachets of shampoo or condiments are a 

common packaging decision in India to cater to low-income segments and increase 
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accessibility. Sustainable packaging made from recycled materials is becoming a 

growing trend. 

• Labeling: Printed information appearing on or with the package. 

o Functions: Identifies the product or brand, describes attributes (ingredients, usage, 

care instructions), and promotes the product (attractive graphics). 

o Legal Compliance: Ensuring all necessary warnings, expiry dates, and regulatory 

information are included. 

o Example: Nutritional labels on food products, expiry dates on medicines, ISI marks 

on electronic goods in India. 

• Product Support Services: These are services that augment the actual product, enhancing 

customer satisfaction and loyalty. 

o Decisions: What services to offer (installation, repair, customer support, warranty, 

training), the level of service, and how to deliver them. 

o Example: After-sales service for electronics, extended warranties on cars, online 

customer support for software. In Chatrapur, a dealer selling water purifiers would 

need to ensure prompt installation and filter replacement services. 

2. Product Line Decisions:A product line is a group of products that are closely related because 

they function in a similar manner, are sold to the same customer groups, are marketed through 

the same types of outlets, or fall within given price ranges. 

• Product Line Length: Deciding how many items to include in the product line. 

o Line Stretching: Adding products beyond the current range (e.g., upward stretch to 

premium, downward stretch to economy, or both ways). 

o Line Filling: Adding more items within the present range of the line to achieve 

specific goals (e.g., offer more varieties, capture more market share). 
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o Example (India): Maruti Suzuki's diverse car product line ranging from Alto 

(economy) to Grand Vitara (SUV), or extending its offerings with various models 

within a segment (e.g., multiple variants of Swift). 

• Product Line Modernization: Upgrading certain products in the line to keep them 

relevant and competitive. 

• Product Line Featuring: Highlighting certain products from the line for special 

promotions or strategic reasons. 

3. Product Mix Decisions (Product Assortment Decisions):A product mix (or product 

assortment) consists of all the product lines and items that a particular seller offers for sale. These 

decisions define the company's overall breadth and depth of offerings. 

• Product Mix Width: The number of different product lines the company carries. 

o Example: ITC Limited's product mix width includes FMCG (food, personal care, 

stationery), hotels, paperboards, packaging, and agri-business. 

• Product Mix Length: The total number of items within all the product lines. 

o Example: If ITC has 5 FMCG product lines (foods, personal care, etc.) and each 

has 10 products, the FMCG length is 50. 

• Product Mix Depth: The number of versions offered for each product in the line. 

o Example: Within Britannia Biscuits (a product line), depth might be represented by 

different flavors, sizes, and packaging options of a single biscuit type (e.g., Good 

Day butter cookie available in 50g, 100g, 200g packs, and also in cashew, choco-

chip flavors). 

• Product Mix Consistency: How closely related the various product lines are in end use, 

production requirements, distribution channels, or some other way. 

o Example: A company like Patanjali Ayurved has high consistency in its product 

mix (health, wellness, natural products) while a conglomerate like Reliance 
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Industries has a very diverse and less consistent product mix (oil & gas, retail, 

telecom, media). 

4. New Product Development Decisions:This is a critical area for long-term growth. It involves 

the entire process of bringing a new product to market. 

• Process: Idea generation, idea screening, concept development and testing, marketing 

strategy development, business analysis, product development, test marketing, and 

commercialization. 

• Decisions: Investing in R&D, evaluating market potential, managing risk, timing of 

launch, and resource allocation for new products. 

• Example (India): The launch of UPI (Unified Payments Interface) by NPCI was a new 

"product" (a payment system) that revolutionized digital transactions in India. Tata Nano 

was an attempt at a "new product" (affordable car) that had mixed success. 

5. Product Life Cycle (PLC) Decisions:Products go through different stages (Introduction, 

Growth, Maturity, Decline), and marketers must adapt their strategies at each stage. 

• Introduction Stage: Focus on creating awareness, encouraging trial. Product decisions 

might involve offering limited features, basic versions. 

• Growth Stage: Improving product quality, adding new features, entering new market 

segments, increasing distribution. 

• Maturity Stage: Modifying the market, product, or marketing mix to revitalize sales. This 

could involve product improvements, design changes, finding new uses. 

• Decline Stage: Deciding whether to maintain, harvest (reduce costs to maximize short-

term profit), or drop the product. 
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• Example (India): Landline phones are in decline, necessitating decisions on whether to 

maintain minimal service or phase them out. Smartphones are in maturity, requiring 

constant feature updates and differentiation. 

Making these product decisions strategically and in alignment with overall business objectives is 

crucial for a company's success in meeting customer needs, building strong brands, and achieving 

profitability. 

Product-Mix -The product mix, also known as the product assortment or product portfolio, 

refers to the complete set of all product lines and items that a particular company offers for sale 

to its customers. It is a critical component of a company's overall business strategy, as it defines 

the scope of its offerings and how it addresses various market needs.Think of it as the entire 

catalog of products a business sells. For example, a company like Hindustan Unilever Limited 

(HUL) in India has a vast product mix that includes everything from soaps and detergents to food 

products, tea, coffee, and ice cream. 

Dimensions of the Product Mix-A company's product mix can be characterized by four key 

dimensions: 

1. Width (or Breadth): 

o Definition: This refers to the number of different product lines the company carries. 

Each product line represents a distinct category of products that are closely related 

in some way (e.g., function, customer group, distribution channels). 

o Impact on Strategy: A wider product mix allows a company to target diverse 

customer segments, diversify risk (not putting all eggs in one basket), and potentially 

capture a larger market share. However, it also requires more resources (R&D, 

production, marketing) and can dilute brand focus if not managed carefully. 
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o Example (India): Tata Group has a very wide product mix, including product lines 

like Tata Motors (automobiles), Tata Steel (industrial materials), Tata Consultancy 

Services (IT services), Tata Consumer Products (food and beverages), Titan 

(watches and jewelry), and Taj Hotels (hospitality). 

2. Length: 

o Definition: This refers to the total number of items or products within all the product 

lines combined. It's the sum of all individual products a company offers across its 

entire portfolio. 

o Impact on Strategy: A longer product mix means more choices for customers, 

potentially meeting more specific needs within each product line. It can lead to 

economies of scale in production and marketing within lines. However, too much 

length can lead to product cannibalization (new products eating into existing ones), 

increased inventory costs, and complexity in management. 

o Example (India): Within Tata Consumer Products, the "Tea" product line might 

include various brands like Tata Tea Premium, Tata Tea Gold, Tetley, etc., and each 

of these might have multiple pack sizes. The sum of all these individual tea products 

contributes to the product mix length. 

3. Depth: 

o Definition: This refers to the number of versions or variations offered for each 

product in a product line. These variations can include different sizes, colors, 

flavors, features, ingredients, models, or formulations of a single product item. 

o Impact on Strategy: Greater depth allows a company to cater to a broader range of 

preferences within a specific customer segment, offering tailored solutions. It can 

increase customer satisfaction and loyalty. However, excessive depth can lead to 

consumer confusion, increased production costs, and inefficient inventory 

management. 
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o Example (India): A popular soap brand like Lux (under HUL) has depth in its 

"beauty soap" product line by offering various fragrances (e.g., rose, jasmine, 

sandalwood), different pack sizes (small, medium, large bars, liquid body wash), 

and sometimes special editions. Similarly, an ice cream brand might offer different 

flavors, cup sizes, and cone options. 

4. Consistency: 

o Definition: This describes how closely related the various product lines are in terms 

of end use, production requirements, distribution channels, raw materials, target 

customers, or some other way. 

o Impact on Strategy: High consistency allows a company to leverage its existing 

expertise, brand reputation, and distribution networks across different product lines. 

This can lead to operational efficiencies, stronger brand identity, and easier cross-

selling. Low consistency might be pursued by large conglomerates seeking diverse 

revenue streams or risk diversification, but it requires more distinct management 

and marketing approaches for each line. 

o Example (India): Amul (GCMMF) has a highly consistent product mix, largely 

centered around dairy products (milk, butter, cheese, ice cream, curd, sweets). Their 

production and distribution channels for these products are very similar. In contrast, 

Samsung's product mix (smartphones, TVs, home appliances, semiconductors) has 

lower consistency in terms of end-use and production requirements, though 

distribution channels might overlap for consumer electronics. 

Importance of Strategic Product Mix Decisions-Managing the product mix effectively is 

crucial for a company's success and sustainability for several reasons: 

• Meeting Diverse Customer Needs: A well-designed product mix can cater to different 

customer segments, preferences, and price points. 
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• Diversifying Risk: By offering multiple products or lines, a company reduces its reliance 

on a single product. If one product faces a decline, others can compensate. 

• Enhancing Brand Image and Equity: A consistent and high-quality product mix can 

strengthen the company's overall brand reputation and build customer loyalty across its 

offerings. 

• Maximizing Profitability: Companies can strategically add high-margin products, prune 

low-performing ones, or optimize pricing across the mix to improve overall financial 

performance. 

• Gaining Competitive Advantage: A unique or well-optimized product mix can 

differentiate a company from its competitors. 

• Optimizing Resource Allocation: Decisions about the product mix help determine where 

to invest R&D, production, and marketing resources most effectively. 

• Creating Cross-Selling and Upselling Opportunities: A cohesive product mix allows 

for strategies where customers buying one product can be encouraged to purchase related 

products (cross-selling) or higher-value versions (upselling). 

Strategies for Managing the Product Mix-Companies constantly review and adjust their 

product mix based on market trends, competitive actions, and internal capabilities. Common 

strategies include: 

• Expansion (Widening the Mix): Adding new product lines to enter new markets or 

diversify. 

• Lengthening (Deepening Product Lines): Adding more items within existing product 

lines (e.g., new models, variants). 

• Deepening (Adding Product Variants): Offering more versions of specific products 

(e.g., more sizes, colors, flavors). 
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• Contraction/Pruning: Eliminating unprofitable or outdated products or entire product 

lines to simplify operations and focus resources. 

• Alteration of Existing Products: Modifying features, quality, or packaging of current 

products to refresh them or meet changing customer needs. 

• Trading Up/Down: Introducing higher-priced (trading up) or lower-priced (trading down) 

items to existing lines to target different income segments or enhance brand perception. 

In essence, the product mix is a strategic tool that defines a company's offerings, shapes its market 

presence, and plays a vital role in its long-term growth and profitability. 

New Product Development Stages -New product development (NPD) is a crucial process for 

companies looking to innovate, stay competitive, and achieve long-term growth. It involves a 

systematic approach to bringing a new product from concept to market. While the exact number 

of stages and their names might vary slightly, most models, including those popular in marketing, 

follow a similar progression.Here are the major stages of the new product development process: 

1. Idea Generation 

• Objective: To create a large pool of new product ideas. This is the brainstorming phase 

where quantity is often prioritized over quality initially. 

• Sources of Ideas: 

o Internal Sources: Company's own R&D department, employees (sales, marketing, 

customer service), executive management, internal brainstorming sessions. 

o External Sources: 

▪ Customers: Analyzing customer needs, complaints, suggestions, surveys, 

focus groups, co-creation initiatives (e.g., getting feedback on a new type of 

organic snack in Chatrapur). 
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▪ Competitors: Analyzing their products, strategies, and identifying gaps in 

the market. 

▪ Distributors & Suppliers: They are often close to the market and can spot 

new trends or suggest technical possibilities. 

▪ Other Sources: Trade magazines, universities, inventors, consulting firms, 

government agencies, crowdfunding platforms. 

• Techniques: Brainstorming, mind mapping, SCAMPER (Substitute, Combine, Adapt, 

Modify, Put to another use, Eliminate, Reverse), reverse brainstorming, customer feedback 

forms, market research. 

2. Idea Screening 

• Objective: To reduce the number of generated ideas to a manageable few that are most 

promising and aligned with the company's objectives and resources. This is about spotting 

good ideas and dropping poor ones early to avoid wasting resources. 

• Process: Ideas are evaluated based on various criteria, such as: 

o Feasibility: Is it technically possible to produce? Do we have the resources? 

o Market Potential: Is there a real need for it? What is the market size? 

o Strategic Fit: Does it align with the company's overall mission, objectives, and 

brand image? 

o Profitability: What are the potential sales, costs, and profit projections? 

o Competitive Landscape: How easily can competitors copy it? Does it offer a 

sustainable advantage? 

• Techniques: Idea checklists, weighted scoring models, concept statements, preliminary 

financial analysis, SWOT analysis for each idea. 

•  
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3. Concept Development and Testing 

• Objective: To develop selected ideas into detailed product concepts and test these 

concepts with target consumers to gauge their appeal. 

• Concept Development: A product idea is transformed into a product concept. A concept 

is a detailed version of the idea stated in meaningful consumer terms. It describes the 

product, who would use it, what benefits it would provide, and when/how it would be used. 

o Example: An idea might be "healthy snack." A concept would be "A natural, high-

protein, ready-to-eat snack bar made with locally sourced millet and jaggery, 

targeted at health-conscious urban professionals in their 20s-40s who need 

convenient, nutritious options." 

• Concept Testing: Presenting the product concepts (verbally, visually, or physically) to 

target consumers and getting their reactions. This helps determine if the concept has strong 

consumer appeal and identify potential improvements. 

o Methods: Surveys, focus groups, online polls. Questions might cover interest level, 

perceived benefits, willingness to buy, and preferred features. 

4. Marketing Strategy Development 

• Objective: To design an initial marketing strategy for the new product based on the refined 

product concept. 

• Components of the Marketing Strategy Statement: 

o Part One: Describes the target market, the product's planned value proposition, and 

the sales, market share, and profit goals for the first few years. 

o Part Two: Outlines the product's planned price, distribution strategy, and marketing 

budget for the first year. 
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o Part Three: Describes the planned long-run sales, profit goals, and marketing mix 

strategy over the product's life cycle. 

• Example: For a new organic snack bar in Chatrapur, this stage would involve defining the 

target (e.g., college students and young professionals), how it's positioned (e.g., "healthy 

and convenient energy boost"), initial pricing for local markets, and a launch promotion 

plan. 

5. Business Analysis 

• Objective: To review the sales, costs, and profit projections for the new product to 

determine if they satisfy the company's financial objectives. This is a more detailed 

financial assessment than in the screening stage. 

• Activities: 

o Detailed sales forecasting (estimating demand, market growth, cannibalization). 

o Cost analysis (R&D costs, production costs, marketing costs, distribution costs). 

o Profitability analysis (break-even analysis, return on investment, payback period). 

o Risk assessment. 

• Decision Point: If the business analysis is positive, the product concept moves to the actual 

product development stage. If not, it's either dropped or sent back for revision. 

6. Product Development (Physical Development) 

• Objective: To transform the product concept into a physical product or a tangible service 

offering. This is where R&D and engineering get heavily involved. 

• Activities: 

o Creating prototypes (physical samples) that meet the concept's specifications and 

satisfy consumer expectations. 
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o Conducting rigorous functional and consumer testing of the prototypes to ensure 

quality, safety, and performance. This might involve alpha testing (internal testing) 

and beta testing (testing with target customers in real-world settings). 

o Designing the brand name, packaging, and labeling. 

• Example: For the organic snack bar, this involves developing the actual recipe, sourcing 

ingredients, creating sample bars, designing the wrapper, and conducting taste tests and 

shelf-life studies. 

7. Test Marketing 

• Objective: To test the product and its proposed marketing program in realistic market 

settings before full commercialization. This allows the company to gain experience with 

marketing the product, identify potential problems, and fine-tune the marketing mix. 

• Process: The product is introduced in a limited geographical area (a few cities, regions) or 

through a controlled panel of stores. Sales, customer feedback, and competitive reactions 

are monitored. 

• Methods: 

o Standard Test Markets: Small number of representative cities where the company 

conducts a full marketing campaign. 

o Controlled Test Markets: Companies work with research firms that manage a 

panel of stores and control promotions/shelf space. 

o Simulated Test Markets: Consumers are exposed to the product and ads in a 

simulated shopping environment. 

• Decision Point: If test marketing results are positive, the product is ready for launch. If 

negative, it might be refined, repositioned, or even abandoned. 

• Example (India): A new beverage might be test-marketed in cities like Bhubaneswar or 

Cuttack (relatively representative Indian cities) before a national rollout. 
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8. Commercialization (Launch) 

• Objective: To launch the new product into the market on a full scale. This is the stage of 

high investment and commitment. 

• Key Decisions: 

o Timing: When is the best time to launch? (e.g., aligning with seasons, festivals like 

Diwali or Durga Puja in Odisha, competitor launches). 

o Where (Geographic Strategy): Launch in a single location, region, nationally, or 

internationally? (e.g., starting in Odisha, then expanding to East India, then 

nationwide). 

o To Whom (Target Market): Targeting initial adopters or a broader market? 

o How (Introductory Market Strategy): Developing the complete marketing mix 

(product features, pricing, distribution, advertising, sales promotion, PR). This 

includes building production capacity, setting up distribution channels, and 

launching extensive promotional campaigns. 

• Post-Launch Monitoring: Continuously monitoring sales, market share, profits, and 

customer feedback to make necessary adjustments to the product or marketing program as 

it enters the Product Life Cycle stages. 

The NPD process is not always linear; sometimes stages overlap, or a product might loop back 

to an earlier stage for refinement. However, following these stages systematically significantly 

increases the chances of new product success and reduces the risks associated with product 

failure. 

Packaging and Labelling -Packaging and Labeling are integral components of a product's 

overall marketing mix. While distinct, they are highly interdependent and play crucial roles in 

protecting the product, communicating with consumers, and influencing purchase decisions. 
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I. Packaging-Packaging is the activity of designing and producing the container or wrapper for 

a product. It encompasses all the levels of containing and protecting the product from 

manufacturing to the point of consumption. 

Types of Packaging:Packaging is often categorized into three layers: 

1. Primary Packaging: 

o Definition: This is the immediate container or wrapper of the product. It's the part 

of the package that is in direct contact with the product. 

o Function: Its main purpose is to contain, protect, and preserve the product. It often 

carries essential information like ingredients, usage instructions, and safety 

warnings. It's also critical for visual appeal at the point of sale. 

o Examples: A shampoo bottle, a tube of toothpaste, a wrapper for a chocolate bar, a 

plastic pouch for milk. For a local food item in Chatrapur, like 'Chhena Poda', the 

primary packaging would be the layer directly covering it, perhaps a banana leaf or 

butter paper inside a small box. 

2. Secondary Packaging: 

o Definition: This is the outer packaging that protects the primary packaging and 

often groups multiple primary packages together. It's usually discarded once the 

product is about to be used. 

o Function: Provides additional protection, offers branding and promotional 

opportunities, and makes it easier for retailers to display and handle multiple units 

of the product. 

o Examples: The cardboard box holding a tube of toothpaste, the carton containing 

several individual juice boxes, the multi-pack wrapper for a set of soap bars. For the 

Chatrapur 'Chhena Poda', this might be the decorative box containing one or more 

individually wrapped pieces. 
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3. Tertiary (or Transit/Shipping) Packaging: 

o Definition: This is the outermost layer of packaging used for bulk handling, 

warehousing, and transportation. It groups larger quantities of secondary packages 

for efficient shipping and storage. 

o Function: Primarily focuses on protection, safe delivery, and logistics efficiency 

(e.g., preventing damage, tampering, pilferage during transit). It's typically not seen 

by the end consumer. 

o Examples: Corrugated cardboard boxes (often called "cardboard boxes" 

commonly), wooden pallets wrapped in stretch film, shipping containers. For local 

distribution from Chatrapur, a large corrugated box containing multiple secondary 

cartons of the 'Chhena Poda'. 

Functions of Packaging in Marketing:Packaging is a powerful marketing tool due to its 

multifaceted roles: 

1. Protection and Preservation: 

o Function: Protects the product from damage, spoilage, leakage, theft, and 

environmental factors (light, moisture, dust) during transit, storage, and display. 

o Impact: Ensures the product reaches the consumer in optimal condition, reducing 

returns and complaints. Crucial for perishable goods, especially in a humid climate 

like Chatrapur. 

2. Containment: 

o Function: Holds the product, especially liquids, powders, or small items, keeping 

them together in a manageable form. 

3. Facilitating Handling and Storage: 
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o Function: Designed for ease of handling, stacking, and display by manufacturers, 

distributors, and retailers. It also impacts consumer convenience (e.g., resealable 

bags, easy-to-pour spouts). 

o Impact: Streamlines supply chain logistics and improves the in-store shopping 

experience. 

4. Information and Communication: 

o Function: Conveys essential information about the product (ingredients, usage, 

warnings, expiry date, nutritional facts), brand, and manufacturer. 

o Impact: Helps consumers make informed purchasing decisions and builds trust. 

5. Brand Identification and Differentiation: 

o Function: Serves as a critical visual cue, helping consumers recognize a brand 

quickly on a crowded shelf. Distinctive packaging helps a product stand out from 

competitors. 

o Impact: Builds brand recognition and recall, contributes to brand personality, and 

can be a source of competitive advantage. Think of the iconic Coca-Cola bottle 

shape or a distinctive biscuit packet. 

6. Promotion and Sales Tool (Silent Salesperson): 

o Function: Attractive packaging can grab attention, communicate benefits, and 

persuade consumers to buy. It can feature promotions, special offers, or engaging 

graphics. 

o Impact: Acts as a powerful "silent salesperson" at the point of purchase, especially 

for impulse buys. A vibrant, well-designed package can entice a consumer in a 

bustling market. 

7. Consumer Convenience: 
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o Function: Packaging innovations often focus on making products easier to open, 

close, use, transport, and dispose of (e.g., single-serving packs, microwavable 

containers, re-sealable pouches). 

o Impact: Enhances the overall user experience and contributes to customer 

satisfaction. Single-serve sachets are very popular in India for affordability and 

convenience. 

8. Sustainability: 

o Function: Growing focus on eco-friendly materials, recyclability, biodegradability, 

and minimal packaging to reduce environmental impact. 

o Impact: Responds to consumer and regulatory pressure for environmentally 

responsible practices, enhancing corporate social responsibility and brand image. 

Recent Trends in Packaging (Relevant to India): 

• Sustainability: Massive shift towards eco-friendly materials (paperboard, compostable 

plastics, bagasse), recyclable designs, and minimalistic packaging. Consumers, especially 

younger generations, are increasingly conscious of environmental impact. 

• Smart Packaging/IoT Packaging: Integration of QR codes, RFID tags, NFC (Near Field 

Communication), and sensors for enhanced consumer engagement (product information, 

promotions), supply chain tracking, and even freshness indicators (e.g., color-changing 

labels for food spoilage). 

• E-commerce Packaging: Emphasis on protective, frustration-free, and often branded 

packaging that enhances the "unboxing experience" for online purchases. 

• Personalization and Customization: Digital printing allows for shorter runs and 

personalized designs, catering to niche markets or special promotions. 

• Aesthetics and Storytelling: Packaging as a canvas for intricate designs, cultural motifs, 

and narratives that connect with consumers on an emotional level. 
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• Convenience and Portability: Continued demand for easy-to-open, re-sealable, single-

serve, and on-the-go packaging formats. 

II. Labeling-Labeling refers to the printed information that appears on or with the package. A 

label is a tag, graphic, or imprinted statement that provides information about the product. 

Functions of Labeling: 

1. Identification: 

o Function: Clearly identifies the product or brand. It's often the first thing a 

consumer sees and uses to distinguish one product from another. 

o Impact: Facilitates quick recognition and helps build brand identity and recall. (e.g., 

identifying a specific brand of rice or spices in a local store in Chatrapur). 

2. Description and Information: 

o Function: Provides crucial details about the product, such as: 

▪ Product name and brand 

▪ Manufacturer's name and address 

▪ Ingredients or composition 

▪ Nutritional information (calories, fats, proteins, etc.) 

▪ Date of manufacturing and expiry/best before date 

▪ Batch number 

▪ Instructions for use, storage, and disposal 

▪ Warnings and safety precautions 

▪ Net weight or volume 

o Impact: Empowers consumers to make informed purchasing decisions, ensures safe 

usage, and builds trust and transparency. For food products in India, FSSAI 

regulations mandate much of this information. 



 
 

70 

PREPARED BY:    Dr PINKI RANI DEI 

ASSISTANT PROFESSOR OF COMMERCE 

 
 
 

 

3. Grading: 

o Function: Helps to grade the product based on quality levels. 

o Impact: Allows consumers to quickly assess product quality and select items that 

match their needs or budget. (e.g., "Grade A" eggs, star ratings on electronics, 

"Gold" or "Premium" versions of products). 

4. Promotion and Persuasion: 

o Function: Labels can be designed with eye-catching graphics, slogans, and 

promotional messages (e.g., "New & Improved," "Limited Edition," "20% Extra 

Free"). 

o Impact: Attracts attention, generates interest, and can persuade consumers to make 

a purchase, acting as a mini-advertisement on the shelf. 

5. Legal and Regulatory Compliance: 

o Function: Ensures the product adheres to legal requirements set by government 

bodies (e.g., Food Safety and Standards Authority of India (FSSAI) for food, Bureau 

of Indian Standards (BIS) for various products). This includes mandatory warnings 

(e.g., for tobacco products), certifications (ISI mark), and specific information 

declarations. 

o Impact: Protects consumers, prevents misrepresentation, and avoids legal penalties 

for the manufacturer. For example, the green/red dot for vegetarian/non-vegetarian 

food is a mandatory labeling requirement in India. 

Regulations in India (FSSAI, BIS):Food Safety and Standards Authority of India (FSSAI): 

FSSAI lays down comprehensive regulations for packaging and labeling of food products. Key 

requirements include: 

o Mandatory display of nutritional information (energy, protein, fat, carbohydrates, 

sugar, sodium). 
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o Declaration of allergens. 

o Date of manufacturing, packaging, and "Best Before" or "Use By" dates. 

o Net quantity. 

o List of ingredients in descending order of weight/volume. 

o FSSAI license number. 

o Vegetarian (green circle) or Non-Vegetarian (brown circle) symbol. 

o Specific rules for packaging materials to prevent migration into food. 

• Bureau of Indian Standards (BIS): BIS sets quality and safety standards for a wide range 

of industrial and consumer products. Many products require mandatory BIS certification 

and the display of the ISI mark (for ISI-marked products) or the Standard Mark with a 

unique registration number (for products under the Compulsory Registration Scheme) 

on their labels/packaging to be sold in India. This applies to electronics, cement, steel, 

automotive components, and more. 

In summary, both packaging and labeling are vital marketing tools that go beyond mere 

protection. They are strategic assets that help products stand out, communicate value, comply 

with regulations, and ultimately drive consumer purchase decisions. For businesses operating in 

Chatrapur and across India, understanding and effectively implementing these elements are 

crucial for market success. 

Product Life Cycle (PLC) – Concept and Appropriate Strategies Adopted at Different 

Stages 

The Product Life Cycle (PLC) is a fundamental concept in marketing that describes the stages 

a product goes through from its introduction into the market until its eventual withdrawal. Just 

like living organisms, products are "born," grow, mature, and eventually decline. Understanding 

the PLC helps marketers develop appropriate strategies for each stage to maximize sales, 
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profitability, and longevity.It's important to note that the length of each stage can vary greatly for 

different products. Some products might have a short life cycle (e.g., fashion fads, specific tech 

gadgets), while others can last for decades (e.g., Coca-Cola, Colgate toothpaste). 

The Four (or Five) Stages of the Product Life Cycle:While some models include a 

"Development" stage before introduction, the core PLC typically consists of four market-oriented 

stages: 

1. Introduction Stage 

2. Growth Stage 

3. Maturity Stage 

4. Decline Stage 

Let's explore each stage and the appropriate strategies: 

1. Introduction Stage-This is when the new product is first launched into the market. Sales are 

typically low, and profits are often negative or low due to high launch costs. The primary goal is 

to build awareness and encourage trial. 

• Characteristics: 

o Slow sales growth. 

o High costs (R&D, production setup, initial marketing). 

o Negative or low profits. 

o Little or no competition. 

o Need to educate consumers about the product and its benefits. 

o Limited distribution. 
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• Appropriate Strategies: 

o Product: Offer a basic version of the product; focus on quality and reliability. 

Product features may be limited. 

o Price: 

▪ Skimming Pricing: High initial price to "skim" revenues layer by layer from 

segments willing to pay more (e.g., new tech gadgets like the latest iPhone). 

▪ Penetration Pricing: Low initial price to attract a large number of buyers and 

gain market share quickly (e.g., new mobile network services in India initially 

offering very cheap data plans). 

o Place (Distribution): Build selective distribution; gradually expand to more 

channels as demand grows. Seek out early adopters and key retailers. 

o Promotion: 

▪ Heavy investment in advertising and sales promotion to create awareness and 

stimulate trial among innovators and early adopters. 

▪ Focus on informing the market about the product's existence and benefits. 

▪ Public relations to generate buzz. 

o Example (India): When Electric Vehicles (EVs) were first introduced in India, 

companies like Tata Motors and Mahindra had to spend heavily on educating 

consumers about range anxiety, charging infrastructure, and the benefits of EVs. 

Distribution was initially limited to major cities. 

2. Growth Stage-If the product survives the introduction stage, it enters a period of rapid market 

acceptance and increasing profits. Competitors begin to enter the market. 

• Characteristics: 

o Rapidly rising sales. 

o Increasing profits as production costs fall due to economies of scale. 
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o Growing number of competitors. 

o New features and product improvements may be introduced. 

o Expanding distribution channels. 

o Brand preference starts to build. 

• Appropriate Strategies: 

o Product: Improve product quality, add new features, styles, and options. Introduce 

new models. 

o Price: Maintain price or slightly reduce it to attract more buyers and fight 

competition. 

o Place (Distribution): Expand distribution rapidly to meet growing demand and 

penetrate new market segments. 

o Promotion: 

▪ Shift focus from basic awareness to building brand preference and conviction. 

▪ Highlight product differentiation and competitive advantages. 

▪ Advertising may target a broader audience. 

o Example (India): The smartphone market in India saw a growth spurt for many 

years. Brands like Xiaomi and Vivo rapidly expanded their product lines, added new 

features, invested heavily in marketing, and broadened their distribution network to 

smaller towns and online channels. 

3. Maturity Stage-This is typically the longest stage of the PLC. Sales growth slows down 

significantly or levels off, and profits may stabilize or even begin to decline due to increased 

competition and market saturation. 

• Characteristics: 

o Sales peak and then level off or start to decline. 
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o Profits stabilize or decline due to increased marketing outlays to defend market 

share. 

o Intense competition, often leading to price wars. 

o Market saturation (most potential buyers have already bought the product). 

o Focus on cost reduction and operational efficiency. 

• Appropriate Strategies: 

o The goal is to extend the maturity stage and defend market share. 

o Market Modification: 

▪ Increase consumption: Encourage current users to use more of the product 

(e.g., "Use toothpaste twice a day"). 

▪ Find new users: Target new market segments (e.g., advertise a product to 

older consumers, or expand geographically to Tier 2/3 cities from Chatrapur). 

▪ Find new uses: Discover and promote new ways to use the product (e.g., 

"baking soda for cleaning"). 

o Product Modification: 

▪ Quality improvement: Increase functional performance (durability, 

reliability, speed). 

▪ Feature improvement: Add new features that improve versatility, safety, or 

convenience. 

▪ Style improvement: Enhance aesthetic appeal to refresh the product (e.g., 

new car models, updated packaging). 

o Marketing Mix Modification: 

▪ Price: May need to be lowered to compete, or competitive pricing may be 

maintained with added value. 

▪ Place (Distribution): Intensify distribution, perhaps offering incentives to 

channel members; explore new channels (e.g., online-exclusive variants). 
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▪ Promotion: 

▪ Increase sales promotion (discounts, coupons, loyalty programs) to 

encourage switching. 

▪ Increase advertising to remind consumers and differentiate the brand; 

focus on brand loyalty. 

▪ Aggressive personal selling to retailers. 

o Example (India): The Indian two-wheeler market (motorcycles and scooters) is in 

maturity. Companies like Hero MotoCorp, Bajaj Auto, and TVS Motor Company 

constantly introduce new models with updated features (fuel injection, digital 

consoles), offer financing schemes, and run extensive advertising campaigns 

emphasizing reliability, fuel efficiency, or style to retain and attract customers. They 

also explore electric variants to stay relevant. 

4. Decline Stage-Sales fall, and profits erode. This decline can be due to technological 

advancements, shifts in consumer tastes, increased competition, or economic downturns. 

• Characteristics: 

o Falling sales. 

o Declining profits. 

o Reduced number of competitors (weaker ones exit). 

o Shrinking market. 

o Reduced advertising and promotional support. 

• Appropriate Strategies: 

o The goal is to manage the decline profitably or exit the market. 

o Maintain the product: Continue to offer the product, often reducing costs (e.g., 

reducing promotional spending, finding cheaper suppliers) to maximize the last 

profits. This might be for a niche market that still demands the product. 
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o Harvesting: Reduce investment in the product (marketing, R&D, sales force) to 

"milk" as much profit as possible in the short run. This usually leads to a faster 

decline but higher short-term cash flow. 

o Dropping/Divesting the product: Discontinue the product entirely, sell it to 

another company, or liquidate remaining stock. This decision is made when the 

product becomes unprofitable or blocks resources that could be better used 

elsewhere. 

o Revitalization/Rejuvenation (Extension Strategies): Attempt to bring the product 

back to growth by: 

▪ Rebranding: Changing the product's image or name. 

▪ Repositioning: Targeting new segments or finding new uses. 

▪ Major product redesign/innovation: Introducing significant improvements. 

o Example (India): Landline phones are in the decline stage in India. Telecom 

companies largely maintain essential services for a dwindling number of users, but 

major marketing and investment have shifted to mobile and broadband services. 

Some traditional products, like feature phones, might be "harvested" by focusing on 

very basic, low-cost models for specific rural or elderly segments. 

Conclusion-The PLC is a powerful analytical tool for marketers. By understanding where a 

product stands in its life cycle, companies can make informed decisions about: 

• Product Development: When to invest in new products. 

• Marketing Mix: How to adjust product features, pricing, distribution, and promotion. 

• Resource Allocation: Where to deploy financial and human resources. 

• Strategic Planning: When to extend a product's life, or when to divest. 
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However, it's also a simplification. Not all products follow the classic S-curve (e.g., fads have 

sharp peaks and declines, styles might cycle). Marketers must continuously monitor their 

products and the market to adapt their strategies dynamically. 

Pricing: Objectives, Price Sensitivity, Factors Affecting Price of a Product, Pricing Methods 

and Strategies, Ethical Issues in Product and Pricing Decisions  

Pricing is one of the most critical and complex decisions in marketing, as it directly impacts 

revenue, profitability, market share, and brand perception. It's the only element of the marketing 

mix that generates revenue; all others represent costs. 

I. Pricing Objectives-Pricing objectives are the goals that guide a company in setting the price 

of a product or service. They should align with the firm's broader business and marketing 

strategies. 

1. Profit-Oriented Objectives: 

o Profit Maximization: Setting prices to generate the highest possible profit. This 

requires careful analysis of costs, demand, and competition to find the optimal price 

point. Often a long-term goal. 

o Target Return on Investment (ROI): Setting prices to achieve a specific 

percentage return on the capital invested in the product. 

o Target Profit Margin: Setting prices to achieve a specific profit margin on sales 

(e.g., 20% gross profit margin). 

o Example: A niche artisan craft business in Chatrapur might price its products to 

maximize profit per unit due to limited production capacity and unique offerings. 
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2. Sales-Oriented Objectives: 

o Sales Volume Maximization: Setting prices to maximize sales volume, even if it 

means lower per-unit profits. Often used to achieve economies of scale or clear 

excess inventory. 

o Market Share Leadership: Setting prices to gain or maintain a dominant share of 

the market. This might involve aggressive pricing (e.g., penetration pricing). 

o Example: A new mobile network provider in India might initially offer very low-

cost data plans to rapidly acquire a large subscriber base and gain market share. 

3. Status Quo-Oriented Objectives: 

o Stabilize Prices: Keeping prices relatively stable to avoid price wars or maintain a 

stable market environment. 

o Meet Competition: Setting prices similar to those of competitors. This is common 

in mature markets with many similar products. 

o Maintain Market Position: Pricing to sustain the existing perception of the brand 

or its competitive standing. 

o Example: Many consumer goods brands in highly competitive Indian markets (e.g., 

soaps, detergents) often follow competitors' pricing to avoid a price war and 

maintain their position. 

4. Customer-Oriented Objectives: 

o Value for Money: Setting prices to reflect the perceived value that customers derive 

from the product. 

o Customer Retention: Pricing strategies aimed at retaining existing customers (e.g., 

loyalty discounts, subscription models). 

o Image/Prestige: Using price to signal high quality, exclusivity, or luxury (e.g., 

premium pricing). 
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o Example: A high-end jewelry store in Bhubaneswar might price its products to 

convey exclusivity and prestige, targeting customers who value craftsmanship and 

status. 

5. Survival: 

o Objective: Setting prices low enough to simply cover variable costs and some fixed 

costs, allowing the company to stay in business during difficult times (e.g., 

economic downturns, intense competition). 

o Example: During the COVID-19 pandemic, many businesses, including small 

eateries in Chatrapur, might have lowered prices simply to maintain some sales and 

cover basic operational costs to survive. 

II. Price Sensitivity (Price Elasticity of Demand)-Price sensitivity refers to the degree to 

which the demand for a product or service changes in response to a change in its price. It's often 

measured by price elasticity of demand (PED): 

PED=%Change in Price%Change in Quantity Demanded 

• Elastic Demand (PED > 1): A small change in price leads to a large change in quantity 

demanded. Consumers are highly price sensitive. (e.g., luxury goods, products with many 

substitutes). 

• Inelastic Demand (PED < 1): A change in price leads to a small change in quantity 

demanded. Consumers are not very price sensitive. (e.g., necessities, unique products, 

products with strong brand loyalty). 

Factors Affecting Price Sensitivity:Consumers are less price sensitive when: 

1. Unique Product/Service: The product is unique or has few substitutes (e.g., patented 

medicine). 
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2. High Quality/Prestige: The product is perceived as high quality, prestigious, or exclusive 

(e.g., luxury watches). 

3. Low Awareness of Substitutes: Buyers are unaware of substitutes. 

4. High Switching Costs: Buyers cannot easily switch suppliers due to high costs (e.g., 

software ecosystems). 

5. Small Total Expenditure: The total expenditure on the product is a small part of their 

total income (e.g., salt). 

6. Expense is Shared: The cost is shared with others (e.g., business expenses). 

7. Used with Previously Purchased Assets: The product is used in conjunction with assets 

already purchased (e.g., printer ink for an existing printer). 

8. Brand Loyalty: Buyers are highly loyal to a particular brand (e.g., Apple users). 

9. Urgency: The purchase is urgent or necessary (e.g., emergency medical services). 

Consumers are more price sensitive when: 

1. Many Substitutes: There are many alternative products available. 

2. Easy Comparison: Products are easily comparable on price and features. 

3. Commodity Nature: The product is perceived as a commodity. 

4. High Total Expenditure: The price represents a significant portion of their income. 

5. Low Brand Loyalty: Consumers are not particularly loyal to any brand. 

6. Economic Downturn: During periods of recession or economic uncertainty, consumers 

become more budget-conscious. 

III. Factors Affecting the Price of a Product-Pricing decisions are influenced by a complex 

interplay of internal and external factors. 

 



 
 

82 

PREPARED BY:    Dr PINKI RANI DEI 

ASSISTANT PROFESSOR OF COMMERCE 

 
 
 

 

A. Internal Factors: 

1. Marketing Objectives: As discussed above (e.g., survival, profit maximization, market 

share leadership). 

2. Marketing Mix Strategy: Price must be consistent with product design, distribution, and 

promotion decisions. A high-quality, premium-priced product needs exclusive distribution 

and high-end promotion. 

3. Costs: 

o Fixed Costs (Overhead): Costs that do not vary with production or sales level (e.g., 

rent, salaries, machinery depreciation). 

o Variable Costs: Costs that vary directly with the level of production (e.g., raw 

materials, direct labor). 

o Total Costs: Sum of fixed and variable costs. 

o Costs set the floor for the price (the minimum price a company can charge to cover 

expenses). 

4. Organizational Considerations: Who sets the price? Top management, marketing 

department, or sales staff? Different departments may have different objectives and 

approaches. 

5. Product Life Cycle Stage: Pricing strategies change across introduction, growth, 

maturity, and decline stages. 

B. External Factors: 

1. The Market and Demand: 

o Nature of the Market: Different market structures (pure competition, monopolistic 

competition, oligopoly, pure monopoly) influence pricing flexibility. 
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o Demand Curve and Price Elasticity: As discussed in price sensitivity, 

understanding how demand changes with price. 

o Consumer Perceptions of Price and Value: How consumers perceive the value of 

the product relative to its price is crucial. Value-added features or strong brand 

image can justify higher prices. 

2. Competitors' Prices and Offers: Companies need to be aware of competitors' pricing, 

quality, and strategies. This sets the upper limit for price. 

o Matching competitor prices. 

o Pricing above or below competitors based on differentiation or cost advantages. 

3. Economic Conditions: Factors like inflation, recession, interest rates, and consumer 

purchasing power influence pricing decisions. During a recession, price sensitivity 

generally increases. 

4. Government and Legal Regulations: Laws regarding price fixing, price discrimination, 

deceptive pricing, and minimum/maximum prices can restrict pricing freedom. 

5. Social Concerns: Pricing can be influenced by public opinion or ethical considerations, 

especially for essential goods or services (e.g., pricing of medicines in a health crisis). 

6. Resellers' Reactions: How resellers (distributors, retailers) will react to pricing decisions, 

as their profit margins are affected. 

IV. Pricing Methods and Strategies 

A. Pricing Methods (How to Calculate the Base Price): 

1. Cost-Based Pricing: 

o Cost-Plus Pricing (Markup Pricing): Adding a standard markup to the cost of the 

product. Simplest method, ensures costs are covered. 
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▪ Example: If a product costs INR 100 to make and the desired markup is 50%, 

the price would be INR 150. 

o Break-Even Pricing/Target Return Pricing: Setting price to break even on the 

costs of making and marketing a product, or to make a target return. 

▪ Example: Calculate the volume needed to cover all fixed and variable costs 

at a certain price. 

o Pros: Simple, ensures costs are covered. 

o Cons: Ignores demand, competition, and customer value. May lead to overpricing 

in weak demand or underpricing in strong demand. 

2. Value-Based Pricing (Customer-Oriented Pricing): 

o Definition: Setting price based on buyers' perceptions of value rather than on the 

seller's cost. The perceived value sets the upper limit. 

o Types: 

▪ Good-Value Pricing: Offering the right combination of quality and good 

service at a fair price (e.g., McDonald's Value Meals). 

▪ Value-Added Pricing: Attaching value-added features and services to 

differentiate an offer and support higher prices, rather than cutting prices to 

match competitors. 

o Pros: Focuses on the customer, can lead to stronger brand loyalty and higher profits 

if value is perceived. 

o Cons: Difficult to measure customer perceived value. 

3. Competition-Based Pricing (Competitor-Oriented Pricing): 

o Definition: Setting prices based on competitors' strategies, prices, costs, and market 

offerings. 

o Types: 
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▪ Going-Rate Pricing: Setting price based on the prices charged by 

competitors for similar products. Common in oligopolistic markets (e.g., 

petrol prices, telecom services). 

▪ Sealed-Bid Pricing: Setting price based on how competitors price their bids 

for a contract. (e.g., construction bids). 

o Pros: Relatively simple, helps avoid price wars if everyone follows. 

o Cons: Ignores own costs and demand, may lead to suboptimal pricing. 

B. Pricing Strategies (How to Adjust Prices for Different Situations): 

1. New Product Pricing Strategies: 

o Price Skimming: Setting a high price for a new product to "skim" maximum 

revenues layer by layer from the segments willing to pay the high price; fewer, but 

more profitable sales (e.g., latest iPhones in India). 

o Market Penetration Pricing: Setting a low price for a new product to attract a large 

number of buyers and a large market share (e.g., Jio telecom services launch). 

2. Product Mix Pricing Strategies: 

o Product Line Pricing: Setting price steps between different products in a product 

line based on cost differences, customer perceptions of value, and competitors' 

prices (e.g., different car models like Alto, Swift, Brezza from Maruti Suzuki, each 

with different price points). 

o Optional-Product Pricing: Pricing optional or accessory products along with a 

main product (e.g., car accessories, extended warranties on electronics). 

o Captive-Product Pricing: Setting a price for products that must be used with a 

main product (e.g., razor blades for razors, printer ink for printers). High margin on 

captive products. 
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o By-Product Pricing: Pricing low-value by-products to get rid of them and make the 

price of the main product more competitive (e.g., sawdust from lumber, manure 

from dairy farming). 

o Product Bundle Pricing: Combining several products and offering the bundle at a 

reduced price (e.g., combo meals at fast-food restaurants, software suites). 

3. Price Adjustment Strategies: 

o Discount and Allowance Pricing: Reducing prices to reward customer responses 

(e.g., cash discount, quantity discount, seasonal discount, trade-in allowances, 

promotional allowances). 

o Segmented Pricing: Selling a product or service at two or more prices, where the 

difference in prices is not based on differences in costs (e.g., customer-segment 

pricing, product-form pricing, location pricing, time pricing). 

▪ Example: Different ticket prices for students/seniors, different prices for 

economy/business class flights, different movie ticket prices for 

morning/evening shows in Chatrapur. 

o Psychological Pricing: Pricing that considers the psychology of prices and not 

simply the economics. Consumers often perceive higher-priced products as having 

higher quality (e.g., odd pricing like ₹999 vs. ₹1000). 

o Promotional Pricing: Temporarily pricing products below the list price, and 

sometimes even below cost, to increase short-run sales (e.g., discounts, special-

event pricing, cash rebates, low-interest financing, longer warranties). 

o Geographical Pricing: Adjusting prices to account for the geographic location of 

customers (e.g., FOB-origin pricing, uniform-delivered pricing, zone pricing). 

o Dynamic Pricing: Adjusting prices continually to meet the characteristics and 

needs of individual customers and situations (e.g., online retailers, airline ticket 

prices, surge pricing for ride-sharing apps like Ola/Uber in Chatrapur). 
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o International Pricing: Adjusting prices for international markets based on 

economic conditions, competitive situations, laws and regulations, and consumer 

preferences in different countries. 

V. Ethical Issues in Product and Pricing Decisions-Ethical considerations are paramount in 

marketing, as decisions can significantly impact consumers, competitors, and society. 

A. Ethical Issues in Product Decisions: 

1. Product Safety and Quality: 

o Issue: Marketing unsafe or poor-quality products that can cause harm or fail to meet 

promised standards. Withholding information about risks. 

o Ethical Obligation: Ensuring products are safe for intended use, meet quality 

claims, undergo rigorous testing, and provide clear warnings and instructions. 

o Example: Selling adulterated food products (a concern in any region, including 

Odisha), or toys with small parts that are choking hazards for children. 

2. Planned Obsolescence: 

o Issue: Designing products to have a limited lifespan or to become quickly outdated, 

forcing consumers to buy replacements sooner than necessary (e.g., tech products 

that slow down with software updates, non-repairable designs). 

o Ethical Obligation: Designing durable products, providing support and updates, 

and being transparent about product longevity. 

o Example: Some consumers accuse smartphone manufacturers of planned 

obsolescence when older models receive updates that degrade performance. 
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3. Product Packaging and Labeling: 

o Issue: Misleading or deceptive packaging (e.g., "slack-fill" where packages appear 

larger than contents), unclear or incomplete labeling, false claims, greenwashing 

(misleading environmental claims). 

o Ethical Obligation: Providing clear, accurate, and complete information, avoiding 

deceptive practices, and adhering to all regulatory requirements (e.g., FSSAI norms 

for food labeling in India, particularly critical for local Chatrapur products entering 

broader markets). 

4. Environmental Impact: 

o Issue: Products or their production processes causing environmental harm 

(pollution, waste, unsustainable resource use). 

o Ethical Obligation: Designing eco-friendly products, using sustainable materials, 

reducing waste in production and packaging, and promoting responsible disposal. 

o Example: Companies using excessive plastic packaging without proper recycling 

initiatives, or producing goods with high carbon footprints. 

5. Inclusivity and Accessibility: 

o Issue: Designing products that exclude certain groups (e.g., lack of accessibility 

features for people with disabilities, cultural insensitivity in design). 

o Ethical Obligation: Striving for inclusive design that caters to diverse users and 

considering cultural nuances. 

o Example: Digital products lacking screen reader compatibility for visually impaired 

users. 

6. Data Privacy and Security (for digital products/services): 

o Issue: Collecting and using user data without consent, inadequate security measures 

leading to data breaches, exploiting user data. 
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o Ethical Obligation: Ensuring robust data security, transparent data collection 

policies, obtaining informed consent, and giving users control over their data. 

B. Ethical Issues in Pricing Decisions: 

1. Price Fixing: 

o Issue: Competitors colluding to set prices at an artificial level, eliminating 

competition and harming consumers. This is illegal in most countries. 

o Ethical Obligation: Competing fairly and independently setting prices based on 

market forces. 

o Example: Local cement manufacturers in Odisha secretly agreeing on a common 

minimum price. 

2. Predatory Pricing: 

o Issue: Setting prices below cost to drive competitors out of the market, with the 

intention of raising prices once competition is eliminated. This is illegal. 

o Ethical Obligation: Competing on value and efficiency, not on destroying 

competition through unsustainable pricing. 

o Example: A large e-commerce giant significantly undercutting local retailers in 

Chatrapur to drive them out of business. 

3. Price Gouging: 

o Issue: Drastically increasing prices for essential goods or services during times of 

crisis, emergency, or high demand, exploiting vulnerable consumers. 

o Ethical Obligation: Maintaining fair and reasonable prices, especially for 

necessities, even during crises. 

o Example:* Dramatically increasing prices of masks, sanitizers, or essential 

medicines during a pandemic or natural disaster (e.g., during cyclones common in 

Odisha). 
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4. Price Discrimination: 

o Issue: Charging different prices to different customers for the same product or 

service without a clear basis in cost differences or value delivered. While some 

forms are legal (e.g., student discounts), it becomes unethical if it exploits vulnerable 

groups or is based on illegal characteristics (race, gender). 

o Ethical Obligation: Ensuring pricing differences are justifiable, transparent, and do 

not unfairly disadvantage certain consumer groups. 

o Example: Charging women more than men for identical dry-cleaning services ("pink 

tax") or dynamic pricing that unfairly targets specific demographics. 

5. Deceptive Pricing: 

o Issue: Using misleading pricing practices, such as false "list prices," bait-and-switch 

tactics, hidden fees, or exaggerating discounts. 

o Ethical Obligation: Being transparent and honest in all pricing communications. 

o Example: Advertising a product at a very low price, but then adding many 

mandatory "fees" that significantly increase the final cost. 

6. Dumping: 

o Issue: Selling products in a foreign market at a price below their cost of production 

or below their usual selling price in their home market, often to gain market share 

or clear excess stock. Can harm local industries. 

o Ethical Obligation: Engaging in fair international trade practices. 

Addressing these ethical issues requires companies to adopt clear ethical guidelines, prioritize 

long-term customer trust over short-term gains, and adhere to legal regulations. This is 

particularly relevant in diverse markets like India, where consumer protection and fair trade 

practices are increasingly important. 
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Unit-III: Promotion and Distribution Decisions: Promotion Mix-Advertising, Personal 

Selling, Sales Promotion, Publicity and Public Relations, Nature, Function and Types of 

Distribution Channels, Distribution Channel Intermediaries, Channel Management 

Decision, Lab based assignments.  

In marketing, Promotion and Distribution are two of the four P's (Product, Price, Place, 

Promotion) that are crucial for getting the product to the customer and communicating its value. 

They are interconnected: effective promotion needs robust distribution, and a good distribution 

network needs effective promotion to drive demand. 

I. Promotion Decisions: The Promotion Mix-The promotion mix (or marketing 

communication mix) is the specific blend of advertising, personal selling, sales promotion, public 

relations, and direct/digital marketing tools that the company uses to communicate customer 

value and build customer relationships persuasively. 

1. Advertising 

• Nature: Any paid form of non-personal presentation and promotion of ideas, goods, or 

services by an identified sponsor. It's a one-way communication from the company to the 

mass market. 

• Functions: 

o Informing: Announcing new products, describing features, educating consumers. 

o Persuading: Building brand preference, encouraging switching, changing 

consumer perception. 

o Reminding: Keeping the brand in the consumer's mind, reinforcing past purchases. 

o Building Brand Image: Creating a specific personality and emotional connection 

for the brand. 

o  
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• Types: 

o Print Media: Newspapers, magazines (e.g., local Odia dailies, national magazines). 

o Broadcast Media: Television, radio (e.g., local TV channels, All India Radio, FM 

stations in Chatrapur). 

o Outdoor Advertising: Billboards, hoardings, transit ads (bus shelters in Chatrapur, 

railway station ads). 

o Digital Advertising: Search engine marketing (SEM), display ads, social media ads 

(Facebook, Instagram, YouTube targeting Chatrapur audience), video ads, email 

marketing. 

• Impact on Decision: Budget, target audience, message content, media selection, timing. 

2. Personal Selling 

• Nature: Personal presentation by the firm's sales force for the purpose of making sales and 

building customer relationships. It's a two-way, interactive communication. 

• Functions: 

o Prospecting: Identifying and qualifying potential customers. 

o Communicating: Explaining product benefits and answering questions. 

o Selling: Closing sales. 

o Servicing: Providing customer support, follow-up, and technical assistance. 

o Information Gathering: Collecting market intelligence and customer feedback. 

• Types: 

o Salespeople: Field sales force, inside sales (telemarketing), retail sales associates. 

o Sales Presentations: Face-to-face meetings, video calls, demonstrations. 

• Impact on Decision: Size and structure of sales force, compensation, training, sales 

process, territory allocation. Often crucial for industrial products, high-value consumer 
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goods (e.g., cars, real estate), and complex services. A local real estate developer in 

Chatrapur would heavily rely on personal selling. 

3. Sales Promotion 

• Nature: Short-term incentives to encourage the purchase or sale of a product or service. 

Designed to stimulate immediate buying or dealer effectiveness. 

• Functions: 

o Attracting New Customers: Encouraging trial. 

o Rewarding Loyal Customers: Retaining existing customers. 

o Increasing Purchase Quantity: Encouraging larger purchases. 

o Deterring Competition: Aggressive short-term offers. 

• Types: 

o Consumer Promotions: Samples, coupons, rebates, price packs, premiums, loyalty 

programs, contests, sweepstakes, point-of-purchase displays. 

o Trade Promotions: Discounts, allowances, free goods, push money (incentives to 

retailers' salespeople). 

o Business Promotions: Conventions, trade shows, sales contests for distributors. 

• Impact on Decision: Type of incentive, timing, duration, target (consumer, trade, 

business). Often used to boost sales during festive seasons like Durga Puja or Diwali in 

Odisha. 

4. Publicity and Public Relations (PR) 

• Nature: 

o Publicity: Non-paid communication about an organization, product, or service that 

appears in the mass media as editorial content (e.g., news articles, reviews). The 

company does not pay for the space or time. 



 
 

94 

PREPARED BY:    Dr PINKI RANI DEI 

ASSISTANT PROFESSOR OF COMMERCE 

 
 
 

 

o Public Relations (PR): Building good relations with the company's various publics 

by obtaining favorable publicity, building a good corporate image, and handling or 

heading off unfavorable rumors, stories, and events. 

• Functions: 

o Building Credibility: News stories and features are often more believable than 

advertisements. 

o Building Corporate Image: Creating goodwill and positive perception. 

o Handling Crises: Managing negative publicity and maintaining reputation. 

o Special Events: Organizing events to attract media attention. 

• Types: Press releases, press conferences, sponsorships, special events, public service 

activities, corporate websites, social media engagement, lobbying. 

• Impact on Decision: Identifying key publics, selecting PR tools, evaluating PR efforts, 

crisis management plans. A local NGO in Chatrapur promoting a community clean-up 

drive would use PR to get media coverage and public support. 

5. Direct and Digital Marketing (Often considered a separate element or integrated with 

others) 

• Nature: Engaging directly with carefully targeted individual consumers and customer 

communities to obtain an immediate response and build lasting customer relationships. 

• Functions: Personalization, immediate feedback, direct sales, relationship building, cost-

effectiveness. 

• Types: Direct mail, catalogs, telemarketing, direct-response TV marketing, kiosks, online 

marketing (websites, email, online videos, blogs, social media, mobile marketing). 

• Impact on Decision: Database management, personalization level, channel choice (email, 

SMS, social media), analytics for optimization. 
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II. Distribution Decisions (Place): Channels and Management-Distribution (Place) involves 

making the product available to target consumers. It's about designing and managing the supply 

chain and choosing the right channels to deliver the product effectively and efficiently. 

1. Nature of Distribution Channels-A distribution channel (or marketing channel) is a set of 

interdependent organizations involved in the process of making a product or service available for 

use or consumption by the consumer or business user. 

• Functions of Distribution Channels: 

o Information: Gathering and distributing marketing research and intelligence about 

the market environment. 

o Promotion: Developing and spreading persuasive communications about an offer. 

o Contact: Finding and communicating with prospective buyers. 

o Matching: Shaping and fitting the offer to the buyer's needs (e.g., grading, 

assembling, packaging). 

o Negotiation: Reaching an agreement on price and other terms. 

o Physical Distribution: Transporting and storing goods. 

o Financing: Acquiring and using funds to cover the costs of channel work. 

o Risk Taking: Assuming the risks of carrying out channel work. 

2. Types of Distribution Channels-Channels can be classified by the number of intermediary 

levels: 

• Direct Marketing Channel (Zero-Level Channel): 

o Nature: The company sells directly to consumers with no intermediaries. 

o Examples: Company websites (e.g., Dell.com, Manyavar.com), company-owned 

retail stores (e.g., Apple Stores, exclusive brand outlets), direct mail, telemarketing, 

door-to-door sales. A local baker in Chatrapur selling directly from their shop. 
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o Pros: Greater control, direct customer contact, higher profit margins (potentially). 

o Cons: Higher initial investment, managing logistics can be complex, limited reach. 

• Indirect Marketing Channels: Involve one or more intermediaries. 

o One-Level Channel (Retailer Channel): 

▪ Nature: Manufacturer sells directly to a retailer, who then sells to consumers. 

▪ Examples: Most large retailers buy directly from manufacturers (e.g., 

Reliance Retail, Big Bazaar buying directly from FMCG companies). 

o Two-Level Channel (Wholesaler-Retailer Channel): 

▪ Nature: Manufacturer sells to a wholesaler, who sells to retailers, who then 

sell to consumers. Common for small retailers and wide distribution. 

▪ Examples: Traditional distribution for many FMCG goods in India, where 

wholesalers serve a vast network of small kirana stores. 

o Three-Level Channel and Beyond: More layers of intermediaries (e.g., agents, 

distributors, sub-distributors) may be used for very wide distribution or complex 

products. 

▪ Example: For products needing very deep penetration in rural India, there 

might be a national distributor, then state-level distributors, then district-level 

wholesalers, before reaching local retailers. 

3. Distribution Channel Intermediaries-These are the organizations or individuals that 

facilitate the flow of goods and services from the producer to the consumer. 

• Wholesalers: Firms that primarily engage in selling goods and services to those who buy 

for resale or business use. They break bulk, provide storage, offer credit, and transport 

goods. 
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• Retailers: Firms that sell goods and services directly to final consumers for their personal, 

non-business use. They provide convenience, product assortment, and promotional 

activities. 

o Types of Retailers: Department stores, supermarkets, convenience stores, discount 

stores, specialty stores, hypermarkets, online retailers (e.g., Flipkart, Amazon India). 

In Chatrapur, this includes everything from large Vishal Mega Mart to small kirana 

stores. 

• Agents and Brokers: Intermediaries who assist in buying and selling but do not take title 

to goods. They bring buyers and sellers together and facilitate transactions, earning a 

commission. 

• Industrial Distributors: Firms that sell to industrial users (businesses), similar to 

wholesalers in the consumer market. 

• Digital Intermediaries: E-commerce platforms, online marketplaces, aggregators, app-

based service providers (e.g., Zomato, Swiggy for food delivery in Chatrapur). 

4. Channel Management Decisions-Managing a distribution channel involves ongoing 

decisions to ensure efficiency and effectiveness. 

• Designing the Channel: 

o Analyzing Customer Needs: What do customers value in terms of convenience, 

assortment, and service? 

o Setting Channel Objectives: What is the desired market coverage (intensive, 

exclusive, selective)? What level of service is required? 

o Identifying Major Channel Alternatives: What types of intermediaries are 

available? How many? What are their responsibilities? 
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o Evaluating Major Channel Alternatives: Assessing economic criteria (costs, 

sales, profits), control (how much influence does the company have?), and 

adaptability (how flexible is the channel to changes?). 

• Managing the Channel: 

o Selecting Channel Members: Choosing qualified intermediaries based on their 

experience, financial stability, reputation, and service capabilities. 

o Motivating Channel Members: Encouraging cooperation and performance 

through positive incentives (e.g., higher margins, special deals, advertising 

allowances, training, co-op advertising) and sometimes punitive measures. 

o Evaluating Channel Members: Regularly assessing performance against sales 

quotas, average inventory levels, delivery time, treatment of damaged goods, 

cooperation in promotional programs, and customer service. 

o Managing Channel Conflict: Addressing disagreements among channel members 

over goals, roles, and rewards. This can be horizontal (between firms at the same 

level, e.g., two retailers) or vertical (between different levels, e.g., manufacturer and 

retailer). 

▪ Vertical Marketing Systems (VMS): Professionalized channel structures 

where producers, wholesalers, and retailers act as a unified system, either 

through common ownership (corporate VMS), contracts (contractual VMS 

like franchises), or sheer power (administered VMS). This helps manage 

conflict and achieve economies of scale. 

▪ Horizontal Marketing Systems: Two or more companies at one level join 

together to follow a new marketing opportunity (e.g., banks inside 

supermarkets). 

▪ Multichannel Distribution Systems (Hybrid Marketing Systems): A 

single firm sets up two or more marketing channels to reach one or more 
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customer segments (e.g., selling through company website, own stores, and 

third-party retailers). 

Effective promotion ensures the customer knows about the product's value, while efficient 

distribution ensures that value is readily available where and when the customer wants it. Both 

are indispensable for marketing success. 

Unit-IV: 

Trends in Marketing: Service Marketing, E-Marketing, Green Marketing, Customer 

Relationship Management, Rural Marketing; Digital Marketing; Other Emerging Trends: 

Ethical Issues in Marketing. 

Marketing is a dynamic field, constantly evolving with technological advancements, changing 

consumer behaviors, and societal shifts. Here's a look at key trends, including their relevance in 

the Indian context, followed by a deeper dive into ethical issues. 

Trends in Marketing: 

1. Service Marketing 

• Nature: Focuses on marketing intangible products, often characterized by the 7 Ps: 

Product, Price, Place, Promotion, People, Process, and Physical Evidence. Services are 

intangible, inseparable (produced and consumed simultaneously), variable (quality can 

differ), and perishable (cannot be stored). 

• Trends (India): 

o Growing Services Sector: India's economy is heavily driven by services 

(healthcare, hospitality, IT, finance, education). 

o Focus on Customer Experience (CX): As services are intangible, the experience 

of delivery becomes crucial. Companies invest in training staff ("People"), 
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streamlining operations ("Process"), and creating pleasant environments ("Physical 

Evidence"). For example, hospitals in Bhubaneswar focusing on patient journey 

mapping. 

o Digitalization of Services: Online consultations (telemedicine), digital banking, 

online education platforms, app-based food delivery (Zomato/Swiggy in Chatrapur) 

are rapidly expanding. 

o Personalization: Tailoring services to individual customer needs, often leveraging 

data analytics (e.g., personalized financial advisory services). 

o Subscription Models: Increasing adoption of subscription-based services (OTT 

platforms, fitness apps, software as a service). 

2. E-Marketing (Digital Marketing) 

• Nature: The application of marketing principles and techniques via electronic media and 

the internet. It encompasses a vast array of online strategies. 

• Trends (India): 

o Explosive Growth: India has over 900 million internet users, with significant 

growth in Tier 2 and Tier 3 cities, driven by affordable smartphones and cheap data 

plans. 

o AI and Data-Driven Marketing: AI is transforming marketing by enabling hyper-

personalization, predictive analytics (forecasting consumer behavior), automated 

content creation, and optimizing ad campaigns. Marketers are using AI for deeper 

customer insights and refining targeting. 

o Video Content Dominance: Short-form video (Reels, Shorts, TikTok) continues to 

be highly engaging and is a top ROI content type. Long-form video also remains 

crucial for detailed content. 
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o Voice Search Optimization: With the rise of voice assistants (Google Assistant, 

Alexa), optimizing for conversational, long-tail keywords in local languages (e.g., 

Odia) is vital, especially given India's diverse linguistic landscape. 

o Hyper-Personalization & Marketing Automation: Delivering highly tailored 

content and experiences to individual consumers based on their data. Marketing 

automation tools streamline repetitive tasks, freeing up marketers for strategic work. 

o Influencer Marketing: Continued focus on micro and nano-influencers who offer 

authentic engagement and higher ROI in niche markets. 

o Social Commerce: Seamless shopping experiences integrated into social media 

platforms (e.g., buying directly on Instagram or WhatsApp Business). 

o First-Party Data Strategies: Companies prioritizing direct customer data 

collection (via loyalty programs, apps) due to increasing data privacy concerns and 

regulations. 

o Mobile-First Approach: Given the massive smartphone penetration, marketing 

strategies must be optimized for mobile experiences. 

3. Green Marketing 

• Nature: The marketing of products that are presumed to be environmentally safe. It 

involves efforts to produce, promote, package, and reclaim products in a manner that is 

sensitive to ecological concerns. 

• Trends (India): 

o Rising Consumer Awareness: Growing environmental consciousness among 

Indian consumers, especially younger demographics, who are willing to pay a 

premium for sustainable products. 

o Transparency and Traceability: Consumers demand proof of sustainability 

claims. Blockchain and QR codes are used to track supply chains, verify eco-



 
 

102 

PREPARED BY:    Dr PINKI RANI DEI 

ASSISTANT PROFESSOR OF COMMERCE 

 
 
 

 

friendly sourcing, and combat "greenwashing" (false or exaggerated environmental 

claims). 

o Circular Economy Messaging: Emphasis on reuse, recycling, and upcycling. 

Brands promoting take-back programs or products made from recycled materials. 

o Carbon Labeling & Net-Zero Commitments: Companies communicating their 

carbon footprint and committing to net-zero goals, appealing to environmentally 

aware consumers. 

o Sustainable Packaging: Shift towards minimal, recyclable, biodegradable, and 

compostable packaging materials (e.g., paper, jute, bagasse-based products). Local 

businesses in Chatrapur adopting eco-friendly packaging for sweets or crafts would 

align with this. 

o Eco-Influencers and NGO Collaborations: Partnering with environmental 

activists and non-profits to amplify green messages and build credibility. 

4. Customer Relationship Management (CRM) 

• Nature: A strategic approach to managing a company's interactions with current and 

potential customers. It uses data analysis about customers' history with a company to 

improve business relationships with customers, specifically focusing on customer retention 

and ultimately driving sales growth. 

• Trends (India): 

o AI and Machine Learning Integration: AI-powered CRM systems analyze 

customer data to predict needs, automate routine tasks (e.g., chatbots handling 

queries), personalize interactions, and identify sales leads. 

o Omnichannel Customer Experience: Providing a seamless and consistent 

customer experience across all touchpoints (social media, email, phone, in-person, 

website). 
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o Mobile CRM: With widespread mobile usage, CRM solutions optimized for mobile 

devices are crucial for sales teams and customer service on the go. 

o CRM + WhatsApp Integration: Given WhatsApp's massive user base in India, 

integrating CRM with WhatsApp allows businesses to send messages, automate 

follow-ups, and respond to queries directly. 

o Data Privacy and Security: With regulations like India's Digital Personal Data 

Protection Act, 2023, CRM systems are enhancing data security features and 

emphasizing user-level control and compliance. 

o Predictive Analytics: Using historical customer data within CRM to predict future 

trends, identify potential churn risks, and recommend personalized offers. 

o Cloud-Based CRM: Increasing adoption of cloud-based CRM systems for their 

flexibility, scalability, and ease of maintenance, especially for SMBs. 

5. Rural Marketing 

• Nature: Adapting marketing strategies specifically for the unique characteristics of rural 

markets, which often differ significantly from urban markets in terms of income levels, 

infrastructure, literacy, media habits, and cultural nuances. 

• Trends (India): 

o Digital Penetration in Rural Areas: Rapid increase in internet and smartphone 

adoption in rural India, driving brand awareness and new consumption patterns. This 

opens up digital marketing channels previously inaccessible. 

o Rising Aspirations and Brand Consciousness: Rural consumers are becoming 

more aspirational, exposed to more brands through digital media, and willing to 

invest in branded goods. 

o Health, Wellness, and Sustainability Focus: Growing demand for healthier and 

eco-friendly products, even in rural areas, mirroring urban trends. 
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o Affordable Pack Sizes (Sachets): Continued importance of smaller, affordable 

packs for price-sensitive consumers, facilitating trial and regular purchase. 

o Direct-to-Consumer (D2C) Approach: Brands exploring D2C models to bypass 

traditional, often inefficient, distribution channels in rural areas, enabling 

competitive pricing and direct engagement. 

o Local Influencers & BTL Activities: Leveraging local community leaders, micro-

influencers, and below-the-line (BTL) activities (village fairs, street plays, product 

demonstrations) to build trust and connect authentically. 

o Financial Inclusion: Growth in digital payments (UPI), microfinance, and banking 

services enabling easier transactions and access to credit for rural consumers. 

Other Emerging Trends 

• Artificial Intelligence (AI) and Generative AI (GenAI): Beyond CRM and digital 

marketing, AI is being used for content creation (generating text, images, video), customer 

service (AI chatbots, virtual assistants), predictive analytics, and even automating entire 

marketing campaigns. 

• Short-Form Video Content: Dominance of platforms like Instagram Reels, YouTube 

Shorts, and TikTok for engaging and viral content. 

• User-Generated Content (UGC): Brands actively encouraging and leveraging content 

created by their customers (reviews, social media posts) to build trust and authenticity. 

• Community Building and Authentic Branding: Consumers gravitate towards brands 

that foster genuine connections and share their values. Building online and offline 

communities around a brand. 

• Voice Search Optimization: As mentioned under e-marketing, tailoring content for 

conversational queries for voice assistants. 
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• Immersive Technologies (AR/VR/Metaverse): Augmented Reality (AR) for virtual try-

ons (e.g., eyeglasses, makeup), Virtual Reality (VR) for immersive brand experiences 

(e.g., virtual tours), and early exploration of marketing in metaverse environments. 

• Emphasis on Data Privacy and Ethics: With stricter regulations globally (like GDPR) 

and in India (DPDP Act, 2023), companies are increasingly focusing on transparent data 

collection, consent management, and robust data security. 

 

Ethical Issues in Marketing 

Ethical considerations are paramount in modern marketing, given the power of persuasion and 

data. Ethical issues in marketing include deceptive advertising, targeting vulnerable groups, and 

data privacy violations. Other key concerns include greenwashing (making false environmental 

claims), lack of transparency, anti-competitive practices, and biased or intrusive market research.  

1. Deceptive Advertising and Misleading Claims: 

o Issue: False or exaggerated claims about product features, benefits, or performance. 

Misleading "discounts" or "sales." Greenwashing (false environmental claims). 

o Ethical Obligation: Truthfulness, transparency, and accuracy in all marketing 

communications. Adhering to advertising standards bodies (e.g., ASCI in India). 

o Example: A brand in Chhatarpur claims its local sweets cure illnesses without 

scientific backing. 

2. Privacy Concerns and Data Misuse: 

o Issue: Unauthorized collection, use, sharing, or selling of personal data. Lack of 

transparency about data practices. Inadequate data security leading to breaches. 



 
 

106 

PREPARED BY:    Dr PINKI RANI DEI 

ASSISTANT PROFESSOR OF COMMERCE 

 
 
 

 

o Ethical Obligation: Obtaining informed consent, providing clear privacy policies, 

robust data security, and giving consumers control over their data. Compliance with 

the DPDP Act, 2023. 

3. Targeting Vulnerable Populations: 

o Issue: Exploiting children, the elderly, the economically disadvantaged, or those 

with addictions through manipulative or predatory marketing tactics. 

o Ethical Obligation: Responsible targeting, avoiding exploitation, and ensuring 

marketing messages are appropriate and not harmful. 

o Example: Aggressive marketing of unhealthy foods or gambling to children, or high-

interest loans to low-income groups. 

4. Cultural Insensitivity and Stereotyping: 

o Issue: Marketing campaigns that perpetuate harmful stereotypes, show cultural 

disrespect, or offend specific communities. 

o Ethical Obligation: Conducting thorough cultural sensitivity checks, promoting 

diversity and inclusion, and understanding local nuances (crucial in a diverse 

country like India). 

o Example: An ad campaign using stereotypes related to Odia culture that could be 

offensive. 

5. Planned Obsolescence: 

o Issue: Designing products to break down, become obsolete, or require replacement 

prematurely, forcing consumers into repeated purchases. 

o Ethical Obligation: Designing durable, repairable products and providing 

transparent information about product lifecycles. 
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6. Price Manipulation and Gouging: 

o Issue: Price fixing (collusion among competitors), predatory pricing (pricing below 

cost to eliminate rivals), and price gouging (exploiting emergencies to raise prices 

for necessities drastically). 

o Ethical Obligation: Fair and transparent pricing, avoiding anti-competitive 

practices, and refraining from exploiting vulnerable situations. 

7. Harmful Product Promotion: 

o Issue: Inherently harmful Marketing products (e.g., tobacco, excessive alcohol, or 

unhealthy junk food, especially to children) or promoting unsustainable 

consumption patterns. 

o Ethical Obligation: Promoting responsible consumption, providing clear health 

warnings, and considering the broader societal impact of products. 

8. Influencer Marketing Ethics: 

o Issue: Lack of transparency regarding sponsored content (influencers not disclosing 

paid partnerships), misleading endorsements, or promoting products they don't 

genuinely use. 

o Ethical Obligation: Clear disclosure of partnerships (e.g., #ad, #sponsored), 

authenticity in endorsements, and promoting products that align with the influencer's 

genuine beliefs. ASCI (Advertising Standards Council of India) has guidelines for 

this. 

The increasing interconnectedness of consumers and the rise of digital platforms mean that 

ethical lapses can quickly damage a brand's reputation. Therefore, companies are increasingly 

focusing on building ethical frameworks and fostering a culture of responsibility in their 

marketing departments. 
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Deceptive practices 

• Misleading advertising: Making false or exaggerated claims about a product or service. 

• Forceful selling: Exploiting consumer emotions to pressure a sale, regardless of the 

customer's needs. 

• Unfair pricing: Engaging in price gouging or using deceptive discount strategies. 

• Greenwashing: Making misleading claims about a product's environmental benefits.  

Vulnerable populations 

• Exploiting vulnerable groups: Targeting children, the elderly, or other susceptible 

groups with manipulative tactics, as seen with aggressive infant formula marketing in 

developing countries. 

• Stereotyping: Using stereotypical images or messages in advertisements that can be 

offensive or harmful.  

Data and privacy 

• Data privacy: Collecting and using personal data without consent. 

• Excessive targeting: Using data to target or retarget users, which can feel intrusive 

excessively. 

• Intrusive research: Gathering information from consumers or competitors without their 

knowledge or consent.  

Other ethical issues 

• Lack of transparency: Failing to be honest about business practices, product ingredients, 

or data usage. 

https://www.google.com/search?q=Greenwashing&oq=Ethical+Issues+in+Marketing&gs_lcrp=EgZjaHJvbWUqBwgAEAAYgAQyBwgAEAAYgAQyBwgBEAAYgAQyBwgCEC4YgAQyBwgDEAAYgAQyBwgEEAAYgAQyBwgFEAAYgAQyBwgGEAAYgAQyBwgHEAAYgAQyBwgIEAAYgAQyBwgJEAAYgATSAQk3NDcwajBqMTWoAgiwAgHxBTEGNldqeM188QUxBjZXanjNfA&sourceid=chrome&ie=UTF-8&ved=2ahUKEwikyc6j1q2RAxW9yqACHTEQKBUQgK4QegYIAQgAEA0
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• Anti-competitive practices: Using tactics that limit consumer choice or stifle fair 

competition. 

• Sustainability: Ignoring the environmental impact of products and promotional activities. 

• Influencer marketing: Not being transparent about sponsored content and creating 

misleading endorsements. 

• Social responsibility: Failing to consider the broader social impact of a company's 

marketing efforts.  
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