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a

who are unlikely to “shop around” or setila for something lightar gr ¢
These branded healthcare Institutions are virtually ryn, ke fiug st hhﬂ Wy
Olay . ™

charge prﬂl‘l"ﬂ{:l‘m pr.ines that scarcely draw complaints, ag long a g

healthcare, which is in tune with Cuslomer neads, | available, 1hy pri " q‘-‘:‘llll-_..
. e Ll&uﬂ

ty

does not malter,
The hoapltality and anterlainment sector is also N8 wherg i
&

r_espnnsiugness is high_. thare will be takers, despila the high pr'u:el1 ags, | Prigy
five star hotals arg continuing to draw customers from bath the dom E'Etin:; hmﬂ'g
08wy

45 ovarseas markets, despila the lact that they charge Pramium p,—inhﬂ i
clients ranging from Rs.10,000/- 10 30,000/ par roam per day, SF'BEEN ;':"_"11 Bir
special floors, well-equipped businass centres, regular rooms with mndaﬂ;"g@ o
are all part of the exclusive and personalized experience that GUE!DI‘ngrE 1:;'":]

happily pay for.

Once arganizations become banchmarks in quality legee rshi
responsiveness, they don't need to get defensive about pricing, o Coursg P oy
pricing is another matter, People have to actually sense a true valy, ,:u;u"'E’_‘
maney to allow pricing to stay on the backburner. e

Ifthat sense of value is there — whether it lies in the brand Name, the Bual
or the service — the sky is almost the limit as far as price lags go, Alty

Nevertheless, organizations have o walk a tight rape and majnya, astag
balance between pricing, quality and customer expaclations. That i« the gny
way they can bank on pricing and quality to enhance thajr “L‘Etnm;

r

responsiveneass.
(Source: The Economic Times, 4 November ECIDT-_-""""‘H |

2.14 IMPORTANCE OF PRICING i
_____-_'_""--...

Price is the amount of money charged for a product or SEnvice, |t i3 tha
total value that customers exchange for the benefils of having or using p roducts

ar serviges.

Of all the elements in the marketing mix, price is the only one wihigp,

generates revenue. All other elements generate only cost. Price ig alsq tha
most important determinant of the profitability of any company or business
Frice is also one of the most flexible elements of the marketing mix, ang unilike

others, can be changed quickly. Pricing decisions and price competilion are a
major preblem faced by marketing pecple. Itis a crucial decision areq for any
cornpany. It is by manipulating the price that the company adjusts the level gj
cash flow and funds available for other elements of the marketing mix,
Competition in the market contributes the maximum to the importance of pricing.
Because of price competition, pricing becomes a highly dynamic and crugial
function.

Pricing is also important because it is a highly risky decision area. Any
mistake in pricing will adversely affect the company, its profits, growth and

future.
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product Management and Pricing

715 OBJECTIVES OF PRICING ==
—_—

E.uainlass ﬂlg_amlﬂﬂﬂl ns normally have many objectives to be considered
while making pricing decisions. Objectives could be leng-tetm or short-term,

and primary or secondary. These objectives always arise from the general
comporate objectives or EDEEIIIF: marketing objectives of the organization. Pricing
gbjectives normally form a mixed bag of varied interasts depending upon the

mggniza“ﬂﬂ'ﬁ uh]e?:twes and policies. Some common pricing objectives of
grgaﬂizﬂ.l'lt}rlﬁ are given below:

1. Profit maximizatien in the short run, and profit optimization in the long
Fun.

Assured minimum return on investment or sales turmnaover.
Ensure a specilied targeted sales volume or market share.

Make entry into new markels or achieve deeper market penetration
in existing market.

Maintain price leadership or price parity with competitors.

Launch’ price war to check competitors’ activity or keep competitors
out of the race.

7. |mproving cash flow through: faster sales.

8. Liquidation of accumulated inventory of products.

2.16 FACTORS INFLUENCING PRICING DECISIONS

Pricing decisions of a company are affected by both internal company
factors and external environmental factors. '

Internal Factors

The internal facters influencing pricing decisions include the company's
marketing objectives, markelting mix, costs and organizational considerations.

Marketing Objectives: A company has to first decide on its marketing
objectives and strategy for the product before setting a price. If the company
has carefully selected its target market anFi positioning, then its marketing mix
strateqy, including price, will bé fairly straightiorward. For example, Benz and
BMW cars are positioned as sUper luxury cars in the high income segment,
which require charging a high price.

The company May seek other objectives like market leadership, current
prof maximizatiof, survival or product quality leadership, and accordingly set
a low, average of high price.

Marketing Mix Stratedy: trise 8965 0ns must be coordinatéd with other
variables of the arke s T It:eﬁr:a:c;d?mgn‘ Promotion and distribution,
So any decision made fqrraﬂ'ﬁl‘ Du 1 #9'€ In the marketing mix could affect

. o' onee pricing deCiSIons: 8 '8rge number of retailers are planned for
EIEL?JELL:JE:MH' of products. larger retailer margin will have i pe built into the

e, Some companies resort ta posilion their praducts based on price and
price. _
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ey

il

th dj i

ta ?; :t fg;tﬂ:har marketing mix decisions to that price. This technique jg
it ng. It starts with our ideal selling price based on Custy q
M8, and then targets costs that will ensurk that the price is m:'t‘-'r

Sw. - ifi '

5 watc:halt;rch watches are a good example. They gave the identified SBam,
i) HYErs the watch they wanted — low cost, fashionable — at 4 o o
¥ were willing to pay, and managed the new product’s costs E’-{:'::'l:'"'13||r'|g:-;1|E

-

PR ]I T e S ; .--
Wil Baiy: WadR- lﬂllf'tl!'lr- e Py T

MET JEga - .
B b FUrss  d e b

Frtthaithry e 28 shcu ol i e, WL Tl iy s Py

T Iy e, Dk by iy o Mo plasin’ 00 il dpig] st Pacie d
LI S, g oot e i o et o B By it b g MOK1A8
R BIDENEE aban, {neprhra Pegpls
—
Box 2.12

Mobile Companies Make the Most Money by Reducing Prices
When it comes o sexy mobile phonas, the stars of the rncrr_nenl ﬁl:'E- muliimedia Wiandors
such as the new RAZR V3X handset frem Materola and Nokia's top-of-the-ling N.gg |
camera phone with CarlZiess optics. Yet, for all the attention they grab, these Pricey

gizmos are a sliver of the BOO millian unit per year mobile phone business, Incrgasdng|..,
the real aclion is at the unglamorous end of the scale, among bare-bones Nokia and

Motarola models priced below Rs.3,000. Sales of such phones, which ofton handle
just voice and tex! messaging, could grow 100% annually for the next five years.

That's feeding an explosion of new mobile users worldwide, especially in develaping
countries. In India, the customer base of mobile companies expanded by 35% thanks

in part lo ultra-cheap phones.
There are now about 2 billion mobile phone users in the world and markeat penetrafion

Is about 50% in advanced countries. But as prices for phones and service drop,
another billion customers could sign up by 2010 from places like China, India, Brazil
and Russia.
The warld's No.1 and No.2 makers, Nokia and Motorola, are scrambling to grab first
line buyers and build lifelong loyalty. Only Nokia and Molorola are able to chur out
ultra-cheap phones with the features, guality and brand names customers want. This
market segment is suilable mainly to mega-vendors with economies of scale.
Samsung, LG and Sony Ericsson have not yel announced plans fo sell sub-Rs.3000
handsels, preferring to rake in rich profits at the high end. Analysts find that the chesp
priced phones actually have higher margins than new high-end models. MNokia and
Motorola are managing to produce handsets at very low cost, allowing gross margins
of 15% to 30% at current prices. That compares with overall 33% marging across
Nokia's enlire handset portfolio. Big volumes of low-end phones also unleash sca®
economies that reduce production costs even for high-end models. Therefore ow
price doas pay. Bargain service boosts the impact of cheaper phnrie_s _ and should
heip the 4 billion people on earth who have never made a phone call.
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i 3
12 ;;Eilemsm ns. Any company wants
. : S a
Therefore, costs become an important element in R‘i Ql‘-lfﬁ‘lﬁ e Lo
prices are charged by S0me companies with lower ¢g tprlﬂlﬂlg il s
sales volumes and profits. The compa $15, which result in larger

total costs while making price decisigns 9 consider fixed, variable and

mgapiz:atiunal Ennsideratiuns: Pricing depie:
differently in different companies. | 9 decisions are handled

ly N small compan;
the decision, whereas in large Companijesg Tl?me
managers in marketing function decide Tk

: Pricing,
salespeaple often negotiate price with Eustg In th
top management approves it

if:, Itl::p Management takes
divisional or product line
© case of businass markets,
Omers within certain ranges, and

External Factors

Factors in the external enviranment af

o . the com L
decisions. Thr;]y nclude the natyrg of the market pany also affect pricing
and other environmental factors. and demand, competition

The Market and Demand:
market and demand. Consumer

roduct i : S Ness buyers compare the pri
E.rill varyD;cE:;:;i Eiglﬂlr:st benefits or utility. The Price-ﬂeiﬁand IEELI;::HH
et Q_ .D helnature of the markets, i.e., pure competiti °
©pastie compelition, oligopalistic competition of PSS oo ot
cansumers’ perceplions of price glso influence pricing decig| i
perceive that the price is ar i 9 decision. If customers

eater than the product's va) »
product. If the price is below the nrodu P ue, they will not buy the

ct's value, cu : .
marketer loses profit, stomers will buy it, but the

The upper limit of prices depends an the

Dnlrnpetitiun: The activities of tompetitors, their costs ang prices
Competitors’ reactions to the company’s pricing, etc., will alsg influence pric; ng;

decisions. The company's pricing strategy will vary according to the nature of
Competition or nature of jts marketing strategy lo face competition Ean:}e
Co mpanie*s go for price leadership, others go for low-price, low-margin strategy
'o wipe out competitors from the market or keep them under check,

e

Box 2,13
Ford Fixes Fiesta Prices

Ford Motors, with an eye on emarging as a market leader, recently announced
tompetitive prices for its lates! offering in the Indian market, Ford Finsta, lixing the
Price tag for the entry-level variant al As. 5.59 lakhs (ex-showroom Delhi). Fiesta's
retail sales will begin by mid-December and the car will ba available in three petrgl
variants and ane diesel version.

Apart from the 1.4-litre petrol engine base madal, the olher Iwe pelrol variants have
been priced at As. 6.29 lakh (1.6 — LZXi ) and Rs. 8.89 lakh {1.6 - LSXi). The lane
diesel model, thie 1.4 litre ZXi, which sports a common il &ngine, has been priced af
Hs. 6.99 lakh.

Noles
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Marketing Management and Principjeg

Other Environmental Factors: While making pricing decisiong, tha
sompany has to consider other environmental faclors. Economic conditiong
{boom or recession, inflation and interast rates) affect pricing due to itg effacy
on cost of production and consumer perceplions of the product's Price ang
value. The company should also consider the reaction or impact of ils pricin
an external parties in its environment like wholesalers and retailers whio e:.;pegzgt
a fair margin. Governmental policies will also affect pricing decisiong, Thul
company should also consider overall societal and social concerng whila

deciding prices.

2.17 PRICING STRATEGIES

———

. T

Pricing strategies or methods will depend on the pricing objective of the
company. The strategy must be suitable for achieving the desired objecties.
Some categories of pricing methods are given below:

1. Cost-based pricing
Demand-based pricing
Competition-oriented pricing
Value pricing
Product line pricing
Tender pricing
Affordability-based pricing "

Differentiated pricing

© ® No G AN

Psychological pricing

The different methods normally used for pricing under these categories
are explained below:

1. Cost-Based Pricing

The commonly used methods under this cateco - ici

cost Flus pricing, absorption cost pricing, l.sirgnatgra:‘:ef ?}rTEr;E:i L::Eifi:zmga:é

marigrnal cost pricing. Mark-up pricing involves fixing a price for a prudulct by
fddmg (marking up) a margin to its cost price. The mark-ups will be difl‘ereny’;
GE: trrr::r:::is n?;:ﬂpﬁ:?ztﬂsé;&sfs?;pﬂnn gﬂst pricing or full cost pricing is based
| | & product at normal level of production d
:?;e;r.r :ZEZbdr;andtﬁied costs of production, selling and admiiislratinn c:j:tﬁ
Gt ot ﬁcegfa t gtc-tal m:ast._E-:,r adding the required margin to the total
addeld gt ;ru 15 arrived at. While the mark-up in absorption cost pricing Is
it :.; In larget r_ate of return pricing, a rational approach is used to
mark-up. The aim of marginal cost pricing is to maximize contribution

lowards fixed costs, |t al Al
-taims at realizing all the direct vari
plus part of the fixed costs. ) variable costs of the product,

Most -
difoeny TEI‘ Lf:e cust—based‘ methods of pricing evolve from the break-even
the tota| re,_,e rea.kveuer? point is the level where the total coste exactly equal

enues; that is, the costs and revenues break even at a particular
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jgvel. Profit will be Zero a:jh'f tahlt-even POInt. At a level where reven ues exceed
cosls, profits come m‘ ag ta 8 Gihar level, losses are incurred. The number
of units that are ik " be produceq and sold 1o regch a no-loss-no-prafit
gituation @t & given price is known as

the break-even paint.”
9. Demand/Market-Baseq Pricing

The common methods unde th
pricing, skimming pricing and Penat
assumplion is that sales and profit
on the demand. In ‘what the mq
. customers are willing to pay

This method brings in high
~ pricing methods are used f

rafig

Costs, butare dependent
g highest price that the
Pecified situation is fixed,

ket Can begp Oricin
for the Prody Under g g

Prafits in the shor te

MMing methad skims the markat
later settles down for a lower

prices. This method is suitatie
CONSUMErs. It ensures high sal

Frice elasticity of de mand has to ba ree
methods. Price elasticity of demand is the
product to changas in it price. If an
product results in a significan decrea
15 5aid to be price elastic. If price cha
valume, the product js P

koned in all demand-basad pricing
relative sensitivity of demand for a
858 or decrease in the price of the
5@ or incrgasa inits off-take, the product
nge does not significantly affact the sales

rice inelastic,
- I:P'li'r'-'l-PtuI-nq.g.L ; § - i
BYEARSAGOPCSWERE . (inte]
| UNAFFORDABLE. TODAY, THEY COME Conrndn
WITHGOLD COINS. '

s : ot e o 2
BUY OR BOOKI Ta“Win 5 gold coins, 15 MP3 TSRS
Players, 10 web cameras, 75 memory  keys.
EVERY DAY
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3. Competition-Oriented Pricing

. [ t for competitien-based
- ituation, companies op grmium
live markst situa COUMSES — Premiu

In a ;QTZPE;IT ity pricing. Thay follow three alte ;r;iil::ﬁm[.s price will serve
ﬂ.r.EGmpE-““‘!' F't ricing o p.ar'lt'_n.f prif_‘hil'l'{]- ,ﬁlgl".r-E!l‘l ST |:|r'|I:=|I"IE:I ahove

PrcId, dsoount prans, of oplicns. Pramitm BeRD TN ek

as the bgnr_‘,hmal’k_ ) Discount pricing is pricing mm.i:;mrs '

titor’s prce. : rice of compe :

e anmﬂp?aie FlriEing is matching the price 0

0T 0o

Scanned with CamScanner

fm. Skimming and enelration
Or new Products, ki % 4

Notes

Scanned with CamScanner

15



|
Budget Econamy: The New Market Manirs

I'I"F"E': eonsumers are today inundated with low-prie ciferings |
IE. the: budget econamy al work. Back in the mid-80s. i\ s lhrl:m-l diffgren Seciy
which aftracted companies o invest in the country, The bl dine atlnﬂian . Ia-r:iam'
rates' ﬂr.EE By
m

the segment got busled -
; g a because consumers dlaposabla inEome giggey Milkjr,
projections. Nt match gy 0
g
MNow, companies are rediscovering the aam aadmi With *hugget :
across sectors. 5o thare are budget airfines, budget hatglg buig; ;,é:’"" 81 Mgy
. L] J hm

<hains and the latest 1o join the rank is budgetl mulliplexes, bt Ty
Ask them whal is driving business and the comman answar js. “Therg'
market out there waiting to be tapped.” And consumers arg lapping it :If 4 huge
“budgel movement” aims al increasing, penetration of products any E-Enre..:_aup' Tha
were hitherto out of reach of even the urban consuming class, g along thﬂ whi
cities. Take, for inslance, appliances where Volias crealed a luller py Iauuunch.inEI
air—mndi?inners for less than As. 10,000. Until then, ACs wers meany foy 15:,:"-1““
brigade. Other brands like Electralux followed with drop-0own rates for gn; ACsg o
Take the PC markel. Xenilis introduced budget PCs below As. 10,000, Th, idealw
lo get the untapped segment. Marketers felt that PCs should not be seeq 5, , DFDIiL?:E
for the upper middle class only. « should be sold even 10 pecple traveling by fl:u:;u[
trains or buses, Today, Xenitis sales have jumped tenfold. Others incluing 1 larges;
domestic PC maker HCL -are also in the budget PC game. .
McDenalds' drive to catch consumers with its As. 20-price offering for burgers ang
Pizza Hut's pan pizza for As. 50 are also part of the bigger picture,
In the telocom sector what started with Reliance going for the mass end i, 1, o
price service offering has been taken forward by others. So now other big namag like
Airlel and Hutch are Irying to catch the common man (e.g., Zero rental scheme),
The latest o jain the bandwagon is the multiplex business. With ticket pricag ranging
between Rs. 50 and Rs. 70, the idea is to keep the average spend of a family of fgyy 1,

around Rs. 250.
Low-cost aifines like Air Deccan have already done this batore with the much-louteg

“Udupi-on-air" model. "Eudg-et_ airlines aré here 1o slay, competing mare wilh Failvays
than with full-service airlines," says Capt. Gopinath, CEQ ol Air Decean, :

{Source: The Economic Times, 25 Seplember 2005)

4. Value Pricing

Value pricing is based on the assumption that the objective of pricing is
not to recover costs, but to realise the value of the product perceived by the
customers. The merit of this method is the belief that the customer Is interasted
not in the cost of the product but only in the value. When marketers deliver
value in excess of cosls, their profils will be ensured along with customer loyalty.

5. Product Line Pricing
In the case of cn}ﬂpanies that market different product lines, they need
products n the

not fix optimal price for each product, independent of other i
line. Prices of different products can be fixed in such a way that the pro
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raduct management and Pricing. iE

ing 253 whole is priqed optimally which will resylt i optimal sales of all products
ut together and optimum total profits from the line_ Tiyig mathod is alsp k

s the praduct line promation method of pricing. A

g. Tender Pricing i

On many occasions, business organizg
fixation on the basis of lenders, Thig optio
markets, where institutional customerg ng;
through sealed tenders or quotations, T :
{ luwas? ) price EEIPHE'IETEH'I: with the mirr:IF::wEfrnh-:vb uﬁf;:rr; : Iml.ihe hEﬂ‘frpﬂs,sihle
The difficulty here is of fixing a price thay lakes care of Quaiity specilications,
is law enough to get the business e of all costs and profits and

’ii*fsns are required to go for price
N 18 more applicable to business

|
2 Opp. Family Mar, -0
Kanakapista main Raad.

Example of discount pricing

7. Affordability-Based Pricing

In the context of products which farm essential cummm.‘-li}iES group v.:hjch
meet the basic needs of all segments of consumers, affordability-based pricing
method is useful. The pricing is tlone 1N such a way thal all segments of the

N aftord to buy and consume lh.'El products as per their need,
total market Fan A wendent of the costs invalved and in some cases
Here, price is se' deFE ant is involved. Such llems are also distributed
governmental price subsidy elem

pricing.
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tScr._ume: The Economic Times, 20 Saptomber 2005)

8. Differentiated Pricing

In this method, different prices ara charged for
Company, in differen market segments or Zones. Pr
made occasionally, based on Customer class rather th

- territory. Another variation which js commonly used s w
- is done on the basis of purchase volume, Price is |ag

and higher for small volume buyers,

'T-Hhmlﬂrmhwﬁ}:_;_ g i

2
o L
HE- Bsﬂ Ly el .
BE, Lo AT
P
o Lo > 1

the same product by the
ice differentiation is also

here differentiate pricing
5 for bulk Quantity buyers
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g. Psychological Pricing

Consumer buying decisions are

influenced mostly Ey psychologi
Lo ; gical factors.
Many marketers take this into account and try to avoid the psychological

. . : barrier
in respect 1o price with psychological pricing. Instead of fixing the price at
Fs.300 or Rs.500, they peg it at As.295 or Rs.499. Bata Shoe Company is the

besl example for this pricing method. It is also followed by many marketers of
consumer durables like TV, PC, washing machine, etc.
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-Hul"'iq'e :
Hnﬂ' Hﬂ‘ﬂ%’ and Fﬂﬂ "
Hebates and discountg offered 1g rade (whq :
customers (end users) algy form part of the farmg Salers gny retaily
discounts have to be considere o1 zalg, b o

Marketers occasionally
products under certain clmurnatan::es, So
below,

s
: o
. E!l':ing p[i,ca UE‘?:TEE?E:M
2.20 SPECIAL PRICING STRATEGIES 8,

New Product Pricing
N .
Marketers have two strategic prigin |
ki 9 altematives for new prody

* Skimming ercing
* Penetration pricing

Sklmmihg Pricing Strategy

are not price Sensitive, Thig strate

9y will bring in high profits whi h
ploughed back for further markef 9 In high profits which coyg ba

J development and promotion. There ara twa

— rapid skimming ang slow skimming. Later the COMpany '
1| price while going jn for mass markets which are mar
sensitive. Skimming pricing eannot be used if the praduct cannot COMMmang

the patronage of an affluent, Non-price-sensitive market segmaent. Example:
Shahnaz Hussain's herpa beauty products,

Penetration Pricing Strategy

If the new product js likely to be highly Price sensitive and if therg is na
affluent market for it, penetration pricing is resorted to. Here, the objective ig
to penelrate g large markat using low prices. The large volume of sdles
generaled will bring in ecanomies in unit cost of praduction and marketing
cost. This strategy Is helpful to establish the new product in the market. This
'mrategy Is also practised in two Ways — rapid penetration and slow penetration,

Example: The Times of ingia NEwspaper was introduced in Bangalora
market at the low price of 'Ona Rupee' and succeeded in gaining a foothold in
the market. The same Paper was being sold at tha regular price of Rs. 3 in all
other cities in India, The other standard newspapers lika Tha Hindu, The Indian

This strategy is usually called monopoly price diserimination. Monopoly
Power must be present in a market for price diserimination to exist. With monapaoly
power, the opportunity may exist for the firm to offer different terms (of which
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rice s only one cﬂmpnnanﬂ lo different buyers, lhus

going for markel
Eegmgnlaﬁﬂﬂ- .

Price discrimination refers to the situation where a monopoly firm charges
gifferent prices for the same product. The firm discriminates between different
puyers by charging !.helrn different prices. The buyers of its product have no
Shoice but to buy from it as the product has no close substitutes.

There are three types of price discrimination — first degree, second degree
ond third degree. '

(a) First dngEE_PfiGE discrimination refers to a situation where the
monopolist charges a different price for different units of output according to
ine consumer's willingness to pay. For example, a doctor who is the only super-

specialist in the town may charge different fee for conducting surgery, from
different patients based on their ability to pay.

(b) gecond degree price discrimination refers to a Eiituaticlrn where
the monopolist charges different prices for different E:EtE of units of the same
product. For example, the electricity charges per unit of the first 10 k"_"'.ts of
nower consumption may be different from the rate charged fﬂ.r the additmnfﬂ
100 kwis. In the case of railway passenger ]‘a_res, the per Imlc:melter fare is
higher for the first few kilorneters, which declines as the distance increases.
Here the discrimination is based on volume of purchases.

(¢) Third degree price discrimination. Here the monopolist firm
segments the market for its product into two ﬂl’ marf: markets Elmd Dhafﬂﬂﬁ
different price in each market. For example, airlines t|gget rales are _dtﬂeren_t
for economy class and business class. Similarly, electricity rlates applicable to
rasidential users are lower than those applied for commercial use.

Price Bundling

Bundling is the practice of selling two or more separate products logetl?er
far a single price, i.e. bundling takes place when goods or services which
could be sold 2parctely are sold as a package. Example:- "Buy one, get the
second at half price’ offers. A camera is sold in a box with a free film. A hotel
room often comes with accompanying breakfast, Bundling is done in three
ways:

(i) Pure bundling involves selling two products only as a package and
not separately. For example, Reliance WLL celiphone handset and connection

her and not available separately. Microsof's bundle of
are only available 108! » u
Winduiﬁ and Intermnet Explorer could be considered a pure bundle,

. iounlvas selling products soparata|
. ied bundling in . ; y as well as a
b d[l:} thDr:: nald's Value Meals and- m;:rn - DIE::;EE sidoviaulind M Ty

unee. ¢ India and The Economic 1imes EoUlc be purchased together for .
The Times © ! less than if purchased separatey, |

n most o
des price saving for consumers, ases
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Marketing Management and Principlesg

(iii) Tying involves purchase of the main p!:c:dnfﬂt (tying product) .E!Ec-.mg
with purchase of another product (tied product) which is generally an additional
or complementary product. When you buy a Mach 3 razor, you must buy the
tied product, i.e., the cartridge that fits into the Mach 3 razor.

Captive-Product Pricing or ‘Razor and Bait’ Marketing

Some companies offer a basic product at a low price without much buijt-
in_ margin or profit. But the spares or consumables will be priced very high with
high built-in margin and profit. For example, computer printer is priced cheap
and cariridges are very costly. Gillette sells low-priced razors but makes money
:Jhnelt;g replé}::ement cartridges, The customer is forced to buy the cartridge at

Igh price as there is no other alternative. This method

::l?lled ‘Razor and Bait' marketing. The cheap base product is t
e customer. Onece caught, the marketer
of the customer,

is sa rcastiﬂatly

he bait to catch
uses the razor to cut inta the wallet
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3.2 INTRODUCTION

Men, women and children all over the world are today influenced to some
degree by advertising and other forms of promotion. Organizations in bath
private and public sectors have learned that the' ability to communicate
{Eﬂective!y and efficiently with their target audiences is critical for their SUCCEess
In any business. Advertising and other types of promotional messages are
used to sell products and services as well as to promote social causes (e.q.:
HIV/AIDS prevention), market political candidates, and deal with societal
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problems like alcohol and drug abuse. Consumers arg i
difficult to avoid the E!lc:r_ls of ma r'rFElEIE. who are og nstan
ways to communicate with them like the latest ysg of h
phones. Steallh messages and product visuals are evan,
(like the Tissot walch wam by Angelina Jolie) ang pop

nding it increasingly
ly searching for new
@ Internet and mobila
embedded into movies
ular Ty Brogrammes,
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Pepsi promotes a new product

~
@ﬁ’bDMPGNEMTs OF PROMOTION MIX

. The promotion mix consists of "the specific blend of advertising, sales
Pramotion, public relations, personal selling, and direct marketing tools that a

Company uses to pursue its' adveriising and marketing objectives.” (Philip
Kotler).!

Promotion mix is also called the marketing communicalions mix,
Communication is an important function in marketing, and cnnsti_lmes one of
the 4Ps of the marketing mix, i.e., Promation, the other three being Product,
Price and Place. It carries out the task of infarming the target customers about

_the nature and type of preducts and services available, their unique featuras
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Marketing Manageman: and Pringigjeg

and benefits, uses, prices and places they ar i

::c:mm_um'caﬂﬂns are persuasive in nalure, airnit:l aﬁt I:;Irﬁ::::a . Mﬂrkg“"‘ﬁ
behaviour in favour of a company's product offerings, The mgghth? CONSuUmar
of any product, whether it is topthpaste, TV, or car, depends t:; E: ' SUccegg
on appropriate use of the pramotion mix by the Cﬂmpaniga‘ =g Sxtent,

The components of promotion mix are the following:
Advertising

Sales Promotion

Public Relations

Personal Selling

Direct Marketing

6. Publicity

R

1. Advertising

ﬁqvertisfng Includes any paid form of non-personal presentation angy
promotion of ideas, goods, or services by an identified sponsor. It Includes the
use of such media as newspapers, magazines, outdoor posters, banners

hoardings, direct mail, radio, TV, the Internet, etc.

2. Sales Promotion

Short-term incentives to promote sales like displays, samples, exhibitiong
demonsirations, coupons, contests, ele., constitute sales promaotion. '

3. Public Relations

Public re!a_tfcrns include building good relations with the public by obtaining
favourable publicity, building a good corporate image, and ha ndling c:.r' avoidin
unfavourable publicity, rumours and events. y

4. Personal Selling

Personal selling includes direct '
| personal presentation by compan
force for sales and building customer relationships. P

5. Direct Marketing

Dl i ] -
irect marketing involves direct Communicalion with selected target -

cusfomer -lo- i - :
S 0N a one-to-one basis to obtain an Immediate response and cultivate

lasting customer re|ati i
elationshi i i -
i PS, using telephone, direct mail, fax, the Internet,

6. Publicity

T a——
Gmﬂf”fﬁg“:ﬁi!:n?l}d: . non-personal promotion of demand for products by
i Un:?;-:g fadrsug;_l'llnew;m media like TV, radio, newspapers, and
it erising, this form of promotion is not paid for by the
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Lo

ilm-Makers and Marketers
F Team Up 1o Make Commerclal Hits
The camera focuscs an the watch an 15 :

1o read Tisso' and ligure out the
jast letter (t) [rom memory of the
nanufacturer. The company span
millions of dollars on getting just the _
right exposUre far their new range of |}
gatches in Mr. & Mrs. Smith, albeit for §
a flecting momeanl.

Theimportancs af product placement B '
and merchandising in a stealthy [ " el
maﬁﬂﬂr has become pql:"_”ar VA B it . ..dm

& ¥
v bt i 5, T s st s - By ey I

nowadays. |t has come lo be known as entertainment licensing, where moviemakers

and marketers team up. The Indian film industry is also catching up on this concept of
film merchandising.

The purple sari that Madhuri Dixit wore In Hum Aapke Hain Kaun reportedly sold in

axcess of a million pieces in the grey market. Amitabh Bachchan uses Merolac paint 1o
paint his house in the film Viruddh.

James Bond's Dig Ancther Day shows off 40 products (including the Aslan Marlin
spors car), a record of product placoment and embadded promotion in a feature film.
The film maker (MAGK/United Arists) was paid a8 whopping 570 million by the Brilish
autamaker, owned by Ford Motor Co., 10 have the car featured in the movie.

(Source: The Hindu, 5 January 2008)
AIDA Model for Promotion Mix

While framing the communication mix for products, the marketer should
consider the AIDA model, consisting of Attention, Interest, Desire, and Action.
The marketer should start by winning the altention of prospective buyers,
then create interest in the product, inspire desire to buy and make the buyer
act favourably to purchase.

Hierarchy-of-Effects Model for Promotion Mix

e e Hiararchy-cﬂaEffegtlg Model, the buyer's purchase decision is
preceded by sleps such as conviction about the produet's benefits, preference
for the brand, liking for the brand, and knowledge relating to the benefits and
features of the product, afler an awareness of the product has heen qeinmi.
These steps are also known as buyer-readiness stages, The basic implications
of these two models of consumer responses are that the funclion of persuasive
comrmunication of promotion should be handled deftly at svery stage of the
buyer's adoplion process-
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Cognitive Slage

Hﬂulﬁ{aﬂm
r -_-_-_‘—-—-__i____-_-‘--m
LJ'kIr‘lEf

Alfective Stage l
F""Bfﬂre.nce

! ' |

Convielinn

! o -

Aetion Purchasg

Behaviour Stage

]

Fig. 3.1: Models of Consumer Responses

: (Source: E K. Strong, The Fsychology of Selling, McGraw-Hil, M.}
vél INTE

GRATED MARKETING COMMUNICATIONS (imig)
-

Often, adverlising messages from different medi.ﬁ and
bromotional approaches all become part of a single message
company. Conflicting messages from these different s0Urcas ¢
cnnlfusa'nn in the customer's mind about the company’s image ang bran
_pusrﬂﬂns. To avoid this situation, companies are now adopting the Concept ;
integrated marketing communications (IMC). “The Integrated Marketin

Communications is a concept of marketing communications Planning fhay
recognizes the added value of g comprehensive plan that evaluates the
strategic roles of a variety of communications disciplines — advertising, direct
marketing, personal selling, sales promotion and public relations - ang
combines these to provide clarity, consistency and maximum communication
impact.”2 Under this con cept, the company carefully integrates and co-ordinates
its many communication channels to deliver a Clear, consistent, and compelling
message about the organization and its products. IMC helps to build a very
strong brand identity in the market,

diffErEnt
about the
an leaq to

The IMC involves the process of using all forms of promotional tools o
achieve maximum communication impact. It has to cover all sources of brand
Or company contact that a customer or prospective buyer has with a prﬁ_dUﬂ
or service. It requires the firms to develop a total marketing cummunicah!:!ﬂf

strategy that recognizes how all of a firm's marketing activities, nﬂlLJUEE;
promotion, communicate with its customers. IMC calls for a r:..=~,ntr'=lafrl'tz‘rr
messaging function so that everything a company says and does cﬂmmumca.

a common theme and positioning.
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The adoplion of IMGC reflects ag a4
ing environment, particular

En:;gmrgulérketera are fpacing decTi:alvtl? "eSpect to consumers, technology and
i .~ ' audience size for many media. and
b ey ool el rugpy iy adRonalsdversaln
This is prompting the marketers to ggk for alternaiy i g.
audiences (like embedded promotigng in filmg s Ways To reach the target
reason for the growing importance of MG oM TV shows). One other major
2 major role in the process of deve Over the past decade is that it plays

' n i o
equlty.. Ping ang Sustaining brand identity and

il
(¥5 THE IMC PROCESS

The Integrated Marka
who can be divided jntq fiv

tin I::ﬂm 3

~HMMunicatiy :
& Major Aroups. N process Involves participants
The advertiser or client
A.d"ul'EH!'ﬁEing agency :

Media Organizatigng

Collateral gg vices

Each '
of these groups has Specific ro|ag in

the i
1. The Advertiger of Client Promotional process,

& f‘u"lalhp-r (D&M, : are Lowe. | NCiag
u ra, Eﬂa’[t:hi 8, Sa_a.ch'll Etﬂ] cCan El'lkﬁﬂn. Thﬂlmsﬂnﬁksggmate ULI;{EG
. ] A,
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wArHenng Mﬂinagnmen! and Pringjp,
3. Media Organizations H

They are another major participant in the IMC pro
TV channels provide an environment for apugﬁsa. Na:--rspapars, and
communications message. They should have editorial ;T:F:}?;F 3 markating
that attracts consumers so that advertisers and their agﬂnciasg:-;nmﬂ Conteny
time or space with them. Star and Zee TV network sel| th Emﬂﬂiveslt Want tg
as an effective media. O COmpanigg

4. Specialised Services

Thes? specialists include direct markeling agencies, salesg Rromot;
age?cie& interactive agencies (the Internet, kiosks) and public relations fin: .
A direct response agency develops and implements direct ﬂ‘larketin&
programmes, while sales promotion agencies develop promotional prugrammeg
such as contests and sweep stakes, premium offers, or sampling program Mes
Interactive agencies are being retained to develop websites for the Iniemei
and help marketers as they move deeper into the realm of interactive media
Public relations firms are used to generate and manage publicity for a com pa;-,!;

and its products and services as well as to focus on its relationships ang
.communications with its releva~t publics.-

9. Collateral Services

They provide a wide range of support functions used by advertisers
agencies, media organizations, and specialized marketing communications
firms. These individuals and companies perform all the specialized functions

that the other participants use in planning and executing advertising and other
promotional functions.

————— Manulaclurer's ChanneTs_
T b e personal selling,

0| eeonlsdligad B S verising ang
e : __ -5 HE R
sales promation

e Irade promation
et T e

e S, B e L =
"":E:\.-\.E.::F" el AT oot e oo B e
e :-:‘:--_\--\-;.t"w-'\-::-t-;-c-.l":.':' ==

. . e " et
e
e i e e e
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; 3 p 3 L
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- v o e R - e
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= e '-c-a-‘.--i'.."'::-- vlllhl:é&sal&m
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Consumer advertisng and sales promation

Fig. 3.2: Push vs. Pull Promation Strategy
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3.6 PROMOTION MIX STRATEGIES ~ PUSH AND PULL sy

Marketing people have the option 1 .
mix slrategies — F'Llish F’mmﬂtinr? and ES:;E?:?“E:“’(T dﬂtareml prn_r'n:rtinn
ihe rE|EIltI1.fE emphasis on the specifig promotion tools l:iifl.: E:u::wr‘l in Fig. 3.2,
ctralegies. A push strategy (product push) involyes i 15 1or push and pull
distribution channels (wholesalers and retailers) 1 Ilgthe product through -
manufacturer directs all marketing 0 linal consumers. The

; activities -
irade promation toward channel ' @3pecially personal selling and

members to induce th

; LI} a‘

in large quantities and to promote it tg the final cnnsur:n:: a;ﬁemperféqdrgt
2 LCL 1=

pushed through the channel towards ey slomers. Usi

=g - W8Ing a pull strategy (d
pull), the manufaciurelr directs all markefing activities, esp-eciallyg:d{ueerr:;: i
and CONSUMEr promotion, toward the fing| Consumers to induce them ta GE

the product. If the pull strateqy is im lement
the product from channel . ed properly, consumers will demand

preduct through the channels.

Top marketing companies |
Nike and Intel skilfully emplo g companies like Co

¥ both push and pull strategies.

3.7 FACTORS DETERMINING PROMOTION MIX

ca-Cola, Pepsi,

Five major factors are eonsidered
by companies while delermining the
premotion mix strategy. They are:

e
1l

Type of product
Mature of market

Stage of product in ils life cycle [s

B L N

Budget availability
5. Company policy

1. Type of Product i S

B by TV hasoneed fow B v

o b vy

The promolion task depends on

the type of product markeled. Low-priced, frequently purchased consumer
goods like loilet soap, oothpastes, soft drinks, ete., will need frequent repeat
messages to influence and remind the existing consumers about the brand
“and to persuade new coNSUMErs 1o buy. Advertising is used for such products
on a mass scale at a high frequency. The promoation mix will consist of

. : : press
ads, magazine ads, TV 8pols, cinema slides, incentive offers, contests,

ele.

For an industrial product of high value and high technology which is

purchased infrequently, personal selling, product demo, exhibition, and sajes
presentations be gome the necessary promotion mix,

5. Nature of Market

The intensity of competition in the market, locational characteristics of

{he consumers, and the requiremants of channel members also Influence tpe
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5

promotion mix decision. If the target audlence is large ang w:
different parts of the country, adverllsing and aalasgpm:ri:?'dmy spreagd
and economical. E.g.: Consumer goods. on will be

Qulin
effectiyg

3. Stage in the Product Life Cycle

Based on the stage at which the product is in the PLG, the Promoti
has to change. When the product is in the introduction and ea tly grmmﬁtmn My,
the tasks involved are awareness creation and motivating produycy m;iiauaa,
hest promotion mix will consist of publicily, spreading information, adve:i Tha
consumer sales promotions and trade promotions, Later, as the ﬂr{:?:llng’
reaches the maturity stage, the objectives of maintaining brang loyalty a“m
creating brand preferences become more important. Aggressive brazg
advertising and dealer promotions become important CoOmponents gf the

promotion mix at that stage.

4. Budget Availability

Using each promotion tool adds to the cost. Hence, the budgel availability
with a company has to be considered while deciding the promotion Mix,
Companies with limited resources will have to go for localized activities |ike
dealer display, wall paintings, and personal selling. Companies with larger
resources can go for large coales and more Eﬂphiﬁtiﬂﬂtﬂ'd pramotion toals.

5. Company Policy

All the above-mentioned considerations should fit in with the overa
marketing and promotion policy of the company, while deciding the promotion
mix. The conviction of the top management in the role of promotion, the prodyg
market strategy, and the type of corporate image it wants to project are factors

influencing the decision.

Box 3.2

Forehead for Rent !

Snore Stop, an anti-snoring medicing was
recently promoted by an agency in the U.S.
in an innovative, outlandish way, using @
“human bill boards™. The brand decided §
lo take a chance on a 20-year old gu'y. [
Andrew Fisher from Nebraska, who put
up his forehead for offer one-Bay as

the money for college tuition. The company  § L
took advantage of this radical advertising campaign and became 4 part of history. The
brand paid Fisher $57,000 for the deal. in the first five months following the promotion,
it recorded a 50 per cent increase in sales, and a staggering return on invastment of
over 100%. All from one student with a branded forehead? Certainly not. They got hall-

a-million dollars worth of free publicily.
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. Eureka Forpeg 5
=Su
Eureka Forhas Ltd. is g 900d exampis ccessfy| Direet Sales

Twno Elﬂﬂ'lﬂﬂts in Eur : ;
to il o o anagemen! haye i
Success in direct galli Particyl

Direct marketing is defined as “direct communications with carefully

targeted individua] tansumers to obtain an immediate response and cultivate

Iastlngrcusmmeq relationships (Philip Kotlar). Maoving away from mass
mar HEIIHQ. many companies are now-a-days adopting direct marketing, They
c:m_ﬂrnunmate directly with customers, often on a one-to-one, interactive basis.
Using detailed databases, they provide custom-made marketing offers and
Gommunications to the needs of narrowly defined segments or even individual
customers, Beyond brand and image building, these companies aim at getling
a quick, direct and measurable Customer response. Examples are Dell
Computars, Matiel-Barbie Dolls, Levi Strauss Jeans, etc., where buyers can
order directly online giving their own specifications and requirements. The
products are then delivered to the customer’s offices or homes prampily.
Because of its advantages to buyers and sellers, direct marketing has become
. the fastest-growing form of markeling in the present day. Along with the
traditional direct marketing channels like tele-marketing, direct mail (or mail
order), catalogue sales, etc., now the anline ma rketing has brought rapid growih
in this form of sales.

Direct marketing requires a sound customer database — an organized
collection of comprehensive data about individual customers or prospects,
including geographic, demographic, psychographic and behavioural data. Such
database is used to locate good potential customers, tailor products and
services to the special needs of target buyers, and maintain long-term customer

relationships.

Direct marketing has different forms like personal selling, 'felavmarkelir_u
direct mail, catalogue sales, direct response TV marketing, kiosk njarkehng
and online marketing. Tele-marketing uses the telephone to sell dwe:;‘tty t;
customers. Direct mail consists of the company sending an c:ffc:lr thrc;l:geri;‘lﬂiﬂ
to buyers at their address. Catalogues arelse;jt through malT:.rﬂmar{:eting.
catalogue marketing. TV is used as mecliurn in direct rﬁSPﬁHS\:E ol
Kiosks are information and ordering machines placed in stores, |
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Box 3.12
Direct Selling Models

Direct selling involvgs the sale

of a
from a fixed

retail lacation ar shop,
Pyramid selling: A scheme whergin a reeryj
receive future benefits th

i ved from that
recruit’s introduction of additi

Praduct or service through persan al cnntacl&away

Itis also known as chain
8 pyramid mode, no via
internal redistribution of
the promoters.

€5, chain selling, ete In
ble sales take place, The stheme Bssentially involves an
wealth from new entrants 1o Promaters, |t is 4 fraug 1 enrich
Multi-Level Marketj ng (MLM): Also known as nelwo
and multi-level direcl salling, MLM is building a by
efferts and by inviting others to bacome sellers
2eller's persanal efforts and on the combined salg
trained and molivateq. Most genuine direct s

rk Marketing, relationship fMarketing
siness throug

- The remun
5 of those 1h
eliing Companie
under which an
she does. Avon Beauty Productg

&ration |g baseq on g
2 seller hasg =

POhsored
S follow thig

mode|,
Single-Loyel Marketing {SLM): The madel
directly from the sales he or

" Country,

agent earn

Parly Plan: Here, an agent has an equal opporiunity 1o BAM regard|q
joining the scheme, Tupperware and AMC Cookware tellow this. The
here is that generally these products are sold amon

g5l an invitag Qroup of Quests of
party plan, which is used as an opporunity to make

fulure salgs leads,
(Source: Fitch, June 2005)

35 of the lime of
MAor dilferaneg

__-_-_-_-_--—-___
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implementation, and control of salesforog activitigg
salesforce management are as below: .

1. Designing salesforce stralegy and structure
2.  HRecruiting and selecling salespersons
3. Training salespersons
4, Gnmpeusaﬂng sa!aéparsuns
5. Supervising salespersons
6. Evaluating salespersons

1. Designing Salesforce Strategy and Structure

like territorial sales force structure, product salesforce structure, customer .
- salesforce slructure, or a mix of the three. In the territorial strueture, each
salesperson is allotted g geographical territory for sales. Salespersons are
designated as sales representatives, regional sales managers, zonal
Mmanagers, and 5o on. Where more products are involved product salesforce
structure is adopted. The salespersons are made responsible for different
product lines. In eustomer salesforce structure, salespersons are set up for
different industries or customer groups. In complex structure, a combination
of different structures is ysed. Each company selects the best-syited structure
that fits its marketing strategy.

The size is decided based on the workload approach. The company has to
decide the strength of the inside sales force who operate from the office, and
outside or field salesforce who operale in the territory. For complex and large
customers, team selling is used, where a team of salespersons operates

together.
2. Recruiting and Selecting Salespersons

The next step is recruitment and selection of good salespersons. Careful
selection will help to increase salesforece productivity. The traits to look for in
selection are enthusiasm, commitment, persistence, initiative, and self-

‘confidence. Salespersons should be internally motivated, disciplined, honest
and hardworking. Recruitment is done through advertising in newspapers,
employment exchanges, campus recruitment, etc. The selection procedure
should include sales aptitude tests, analytical skills, personality traits,

experience, references, elc.

3. Training Salespersons

The newly appointed salespersons are to be given Induc_tir:lln for varying
periods, from a few months to a year. Training will also continue in thle fnrm ::;1|‘
refresher &ﬂurses, seminars, conferences, sales meetings, etc. Training 1.'“
include imparting knowledge about the company, its preducts, production
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rorotion and PIACEMeNt Mapageme s

55, market sity ation, o

i, interpersonal skili,

" compensating Salespers

Ompetition,

ime man Pricing, buyer's habils, presentation Notes

agement, reporting, ete,

Ons

Inorder 1o keep the sajegfore, , o
Eﬂmpensaliun plan is necessary Eﬂmpwe
able commission, tr ' il
ﬁ;agam mix of these v?;.lrlellc:: >ehoes, fringe benefis, reward schemes, ete.
e goods. Any shortfall in mﬁ';'pt;‘f EE!Ieslume satisfied and active to dé!iver
and furnover. sallon package will lead o dissatisfaction

» énthusiastic and motivaled, a good
Safion covers normally a fixed salary,

5. Supervising Salespe,-snna

Supervision involves g
salesforce, to help them perf
and duty analysis, sales qyq
supervise the sales force g
also to be provided 1o the 5 and non-financial motivations are

al
esforce to make them perform well,

6. Evaluating Saiespersans

Evaluation o
e e: ;:;'3 Performance of salesfores g done through sales reparts
e meeti,n EF'T B repors, Persenal observation, customer sUrveys .Elr'u:!I
gs. larget vs. Achievemeant is 5 quantifiable means of evaly, i
salespersons, Based on the evalualio uating

. N, constructive feedback js A
salespersons to motivate them 1o improve their parformance o

Preview Case

Non-Competing Brands: Use Your Distribution 1

We ean call it the rebirth of
an old trend. Marketers across
Ihe product categeries are once
again discovering the benefits of
leveraging their distribution
Syslem to sell brands for a non-
cempeting marketer. Heinz India
recently tied up with Sri Lanka- [
based MJF Teas to distribute the
latter's Dilmah brand of tea acrass
the country. Godre| & Boyce wil
ba hawking HMT wiaiches very soan. |
ACHCI's life and general insurance pro
Colgate Palmalive, Marico, Duncans,

rural trade platform across 41,000 villages. T
: 1 dia will 500 b Bvailabls 3cTosS i lion s st::mF“rT'““
R I&&Zsute For the marketer landing its distnbulson Sysiem is an

"It's an efficiency :

! rthe markatar s
rireg its invastment an msmbunnn._an ghiodaatzs "I.I?;TS
efficiant way D_f fEED'i'EEtwﬂrk is an |3‘|fi|3i'3n1 Wiy af reaching . B

[ - =M
on someans’s 58165

TC's e-choupal is selling ™G malor eyl
dunis, fast moving CoNSUMer goods from
otc., all through its 5400 strong low.cog
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9 them 1o “sas he bgy
> . & company's pﬂr‘fﬂfl'l'lﬂnce i
CEFS Since i Slarled galag |n 1Elﬂan

(Seurce: The Hindu Business Line, 20 January 2008)

3.24 CHANNEL LEVELS (e = T
.:ﬂ; channel level is a distinctive layer or tier of ma rketing imenﬂ;;"“---.,_
functions as a channel member, doing fully or partly the work 'ary whicp,
f—"“-"dumﬂ and their ownership_closer to the customers. The 3 o
Intermediary levels indicates the ‘length’ of a channal, The cha kgl
short if there is only one intermediary and long if there are mare IEEE: level g
alternative channel types used by various companies are given be;i

praclices of Maruti and Maruti dealers in India”, laudod th

Mr. Suzukl, whilg addressing the Japanesg dealers and askjn
the Indian market where it had sold over 50 |ak

Soma

Alternative Channel Levels

A zero level channel consists of the manufacturer selling directly g 1
consumers. It is also known as direct markeling channel. Three main me :
of direct marketing are door-to-door, mail order and manufacturer's own sm;ls
Example: Eureka Forbes sells Aqua Guard water purifier on a dnur-m,um;
basis. Bata shoes, Raymond suiting, and Titan watches are availahle through
the manufacturers' showrooms.

A one level channel consists of one selling intermediary, i.e., the retajlg
in consumer markels. E.g.: Modern Bread sold through provision stores,

A two-level channel consists of two members, i.e., the wholesaler as wel|
as the retailer in consumer markets. E.g.: HLL, P&G soaps, detergents, elc.

A three-level channel will contain three intermediaries, i.e., wholesaler,
jobber and retailer. E.g.: Philips appliances — C&F Agents, distributors,
retailers. These three channel types are also known as indirect marketing

channels.

3.25 TYPES OF INTERMEDIARIES AND NUMBER

A company should evaluate the various types of intermediaries available
to carry out its channel work, and decide on the best. The company can expand

direct sales force, or find industrial distributors.

Companies have to decide on the number,of middlemen to use at each

channel level. Three strategies are available to them. They are:

in as many outlels as

e distribution — ing the products
1. Intensive distribution — stocking the pr rategy. E-0-

possible. Producers of convenience products Use this st
Toothpaste, soaps, cigarettes, Coke, Pepsi.

limited number of d :
tory. E.g.: Hyundal, Marut

d
i ; salers gj‘ﬂf‘lli‘-
2. Exclusive distribution — Iﬂnl!‘,f | g
exclusive rights of distribution in a terri
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3.27 CHANNEL DESIGN

After a company has chosen a channel alternative, individual middlemen
must be selected, trained, motivated and evaluated.

While selecting the channel members, the company should consider the
member’s experience in business, other product lines r:&arrfed, growth and
profit record, financial strength, and business reputation. Next, the company
must plan and organise adequate training Programmes for the channe|
members. Channel motivation is done to improve their performance and
behaviour using ‘channel power’ (coercive, reward, referent, etc.). The

tompany has to evaluate the channel members' performance a

‘ ainst
predetermined standards. J

: i COmpany has to evaluate
ﬂ:dlng Iﬂr dropping individual channels and possibly modifying the whole
channel. .
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48 Additional

Dimensions
47 Senvice Quality

48 Case Sludy — Golden Chariots
49 . Summary

410  Salf Assessment Questions |
1 PREVIEW CASE

e

Hospitality Sector Gears Up

Marketing of services is gaining importance day b
economy booms, corporate travel is on the rise and India's

4/
player in the services sector, is innovating with renewed vigour, e

and moving up the value chain.

In 2004, tourist inflows increased by 23.5 per cant at 2.73 milion i e
The promotion of India as a 'pilgrimage’ destination and its divarse, multl-.:mm.—ﬂj

history are major reasons for the tourism boam,

¥ day. Ag th
: attra
deslination is flourishing, Simultanecusly, the hospitality indust

_-__-__--_-—__-'_'—-—-_

_-___-__--_'-'_'-———-__

& Indian

' Which ig g major
Mbracing change
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Nodes As the tourism
sactoris growing, hotols [
have mushroomed gl
over the country, in small
towns as well as the Bt
metros., The current i
dominant trend followed
by the hotel industry B8
today is to provide [ e iyt

traditional  classic st ol
services fo guests and to focus on product enhancem
rendered.

ent in tarmsg of S@rvicag

Value-added services such as spacious rooms, enhanced CONNect:
through wi-fi portals and international telephone access, speedy sarvica ang quun
services such as the availability of spas, fitness centres, ayurvedic Massage
therapy and personalized service are pre-requisites for a luxury hote|,

- Theinternal handling of the hotel is an often ignored part of its Operation
But, for the smooth and seamless running of a hoteal, factors such asg empmyeé
satisfaction, motivation and trainin g, lucid transmission of ideas from the
management, and a clear objective to put the customer first are just as importan
as the features offered by the hotel.

International hotel mmpanie§ such as Ritz Carlton Company, Four Seasons
Hotels and Resorts, and Marriott stand out for guest satisfaction and business
profitability, as well as employee satisfaction and efficient operation. These are
. the ace companies of the hotel industry that have made a serious effort to promate
themselves as luxury brands that offer outstanding service.

5 In general, the hotel industry is very optimistic about the future prospects of
the hotel business and has strong intentions to constantly upgrade the senices
of their hotels, with special emphasis on addressing the business conferencing
needs of the corporate segment. Today's holeliers have a different vision as far as

growth, performance, and mostimportantly, service andinnovation are concemed.
The new crop of entrepreneurs eyes the hospitality industry as an avenue for
long-standing growth and is more concerned with estabhlis hing a brand name and

a niche clientele,

(Source: lIPM Four Ps, November EEHJEJ

4.2 IMPORTANCE OF SERVICES MARKETING

Services are defined as “a form of product that consists of acii*_fitiﬂﬁ.
benefits or satisfactions offered for sale that are essentially intangible and do
not result in the ownership of anything.” (Philip Kotler)!

There are different types of service industries in operation and services
are a fast-growing sector. Governments offer services through r;crurltﬂ-
employment exchanges, hospitals, military services, police and flrfi

1 departments, postal service, buses, trains and schools. Privale nur:l-pfzs
| organizations offer services through museums, charities, churches, cole9=>
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Service Marketing

hospit, . ; . :
, mmﬂ :rlff' ole, Maﬂ}'.busmeEs organizations like airlines, banks, hotels, insurance
et Panies, entertainment companies, advertising agencies, legal consultants,

varjnI:;zEE:mE ;:ndustwrhag been rgru'furing during the rar.:anlt past due to
it i n]s,_ actnrls like Increasing income levels, increasing afﬂuarjlc:-'a.
b af _IEIs.u_re time, availability of credit cards and credit facilities,
St g avai ablljty n:ff new_!:lmcfucts and gadgets, etc., have contributed to

growth of service industries. Example: Mobile phone service, cable TV
Service, Internet browser service, eje.
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