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Core Marketing Concepts

Target Markets and Segmentation The markctel;1 llﬂf?(::n:;’
segment the target market based on be a;loverq-
de_mographic and psychographic differences amon% du, m-a
The product or service is designed to meet the needs 2

wants of the target market.

Marketplace, Marketspace and :
Marketplace is the physical (brick and mortar) outlet

where the customer can visit. It can be shopping malls, retail
outlets etc. Marketspace is the digital space which the
customer can access using his laptop, mobile, desktop etc.
Amazon and Flipkart are the examples of marketspace.
Metamarket is used to describe the cluster of
complementary products and services that are spread across
a diverse set of industries but are closely related in the
minds of consumers,
Marketers  and Prospect  Marketer is  the.
individual/organisation that seeks the response from the
prospect (customer),
Needs, Wants and Demands Needs are basic human
requirements. Needs become wants when they are for a
specific object. Demands are wants for which one can afford
to pay.
Offering and Brand The intangible proposition made from a
physical product is an offering. It is a combination of
experiences, information, products and services. Brand is an
offering of product or service from a known source.
Value and Satisfaction The functional and emotional
benefits of an offering in relation to its cost are known as
value. In simple words, it is the ratio of what customer gets
in exchange of what he gives. Customer satisfaction js the
degree to which the needs, wants and desires of the
customers are fulfiled by the organisation,
Exckange and Transaction Exchange is the process of
obtaining the desired offering in return of something
(usually money). A transaction is when there is a trade of
value between the two or more parties. The transactions do
not necessarily involve money as one of the traded values.

Relationships and Networks Relationship building is an

important aspect of marketing. It aims to build mutually
satisfying long-term relations with the stakeholders. The

focus is on buﬂding strong economic, social and technical
ties.

A marketing network comprises of the organisation and the
stakeholders.  Stakeholders include the customers,
consumers, employees, suppliers, distributors, retailers to
name a few.

Marketing Channels These are means used b
to reach its target market.

Metamarket

y the marketer

UGE NET Tutor,,,

Yo

There are three kinds of riirmm'h namely
o Communication Channel |t deliverg <
message from target buyers. e.g. Radig, t(']t"-'l‘.irt:!..
and the internet. *
o Distribution Channel It disp_lay-s, sells o -
offerings to the customer. [).I\[!‘lbumnl .
retailers and agents form a part of dis ributiy, G
Service Channel It is used to carry oyt Fansacye,
the potential buyers. These inclyde g
insurance companies, transportation C”mPar.;p-.‘z
warehouses. .
Supply Chain It is the system of ‘activities, informg;
people, organisations and resources involved in transfey,
product or service from the marketer to COMSumg,
basically includes all the activities right frop, |
procurement of raw material till the product is delivereg

the consumer.
Competition It includes the actual and potential substiy,
of the offering. On the basis of substitutability of a prody;
competition exists at four levels namely
* Brand Competition Companies having the s
offerings for the same customers at the same price.
* Industry Competition Companies making the su
product or class of products.
* Form Competition Companies manufacturing
products that offer the same service.
* Generic Competition Companies compete for the s
money.,
Markcting Environment It refers to the factors and forc
that affect a firm’s ability to build and maintain success!

- Task environment includes immedis
individuals/organisationg involved in the productio
distribution anq Promotion of the offering.

Broad environmen¢ includes demographic, economi
natural, technological, political, legal and socio- cultur
environment.
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any's Orientations
f:\:,';?ds the Marketplace

uction Concept Consumers prefer the products that are
dely available and inexpensive. Products produced in a great
w:wn;c at a low unit cost are supported by the consumers, This
Vonccpt makes sense at places where the focus is more on
mbwi“i"g the product and not its features.
E uct Concept The focus of this concept is on the quality of
the product. Good quality and innovative products are
erred by the consumers. The organisations following this
concept focus on buil.ding‘ innovative and superior products.
Such organisations believe in improvising their products on the
i;as'ls of advancement in technology and customer feedback etc.
selling Concept The concept focuses on doing away with the
puying inertia of the customer by coaxing him to buy the
Jffering. Large sales promotion is believed to maximise the
selling, Organisations resort to aggressive advertising, high
power personal selling, The customer is pushed to purchase a
product. This is most commonly used for selling of unsought
| goods.
| Marketing Concept As a part of this concept, the organisation
| needs to be more effective than competitors in creating,
delivering and communicating value to its customers. The
concept is based on the philosophy of building the ‘right product
for your customer’. It is important to study and differentiate
among the needs, wants and desires of the target market.
Customer Concept The individual customer should be the focus
of an organisation. The organisation needs to meet the needs,
wants and demands of the customer. The organisation believes
in one-on-one marketing integration. It seeks to have a

profitable growth by capturing the customer share and loyalty
for lifetime.

Societal Marketing Concept The organisation needs to study

the target market thoroughly in order to meet its needs, wants

and desires. The offering needs to be delivered while taking

the social and ethical considerations into picture. There must be

% balance between the customer wants, profits and pubic
interests,

Holistic Marketing Concept A holistic marketing concept is
Dased on the development, design and implementation of
Marketing programs, processes and activities that recognise the
breadth ang inter-dependencies. Holistic marketing recognises
' ‘everything matters’ with marketing and that a broad,
 Megrated perspective is necessary to attain the best solution.
"'ﬁw main components of holistic marketing

b
b
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Trends and Tasks in Marketing

* Marketing environment is dynamic in nature and
this is the reason that organisations need to
constantly evolve their marketing strategies. The
marketers need to focus on relationship building
with the customers. They need to use different
forms of marketing to acquire, engage and retain
their customers.

The different forms of marketing that have gained
momentum in today’s time involve internet

marketing, digital marketing and green marketing
ete.

Market Segmentation

A market is the aggregate of consumers of a given
product. These consumers vary in their characteristics
and buying behaviour. It is thus natural that many
different segments occur within a market, Marketers
usually divide the heterogenous market for any product
into different segments of relatively homogeneous

characteristics. The process of fragmenting whole
market into sub-markets is

segmentation.

known as market

Benefits of Market Segmentation

* Segmentation helps the marketer to distinguish one
customer group from another within a given market

and thereby enables him to decide which segment
should form his target market.

* It enables the marketer to identify the real needs of

the target buyers and to develop marketing offers
that are most suited to each group.

* It makes the marketing effort more focused, more
efficient and economic by concentrating on

segments that are most profitable and will be the
customers of the market offer.

* It benefits the customer and they can buy
specialised products that cater to their specific
needs and wants.

* When segmentation attains high sophistication,
customers and companies can choose each other
and stay together for mutual benefits.

Bases of Segmentation

Geographic Segmentation Segmenting market on the
basis of factors like region, state, district, urban/rural,

climate etc.
Demographic Segmentation Segmenting customers on
the basis of factors like age, sex, marital status, family
size and structure, race, religion, community, lmw
occupation, income, education etc. ;
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P!l’fhogfﬂphk Segmentation Segmenting customers on
the basis of psychological factors like personality traits,
lifrst_vh-, socio-economic classes, value systems etc. The

marketing researcher, Emanuel Denby coined the term
psychographics.

Behavioural
the basis of
includes
* User Status Non-user, ex-
time user, regular user.
* Usage Rate Bulk buyers,
moderate buyers.
* Benefits

* Occasions

Segmentation Markets can be segmented on
buyer's behaviour as well. Buying behaviour

user, potential user, first

small scale buyers,

Quality, service, economy, speed.
Regular, special.
* Loyalty Status Hardcore loyals, split loyals (two or
more brands), shifting loyals, switchers.
* Readiness Stage Unaware, aware, informed,
interested, desirous, intending to buy.

* Attitude Enthusiastic, positive, indifferent, negative,
hostile.

Properties ofan
Effective Segment

* Segments must be distinguishable from one another.

* Potential demand of the segment should be
measurable,

Segment should be easily accessible and servable.
* Segment should have an appropriate size, i.e,
significant number of buyers.
* Segment should be growing.
It should be profitable.
* Segment’s needs should be compatible with the
marketers product utility.

Market Targeting

Once the firm has identified its market segments, it ml}st
decide on how many and which ones to target. In targeting
different segments, the firm must look at two factors )
 Segment's overall attractiveness in terms of size,
growth and profit. :
s objecti s.

Company’s objectives and resources. :
[n.choosiflg aytarget market, the firm basically examines
Iternative possibilities whether the whole market has to

sen for tapping or only a few segments are to be
2 Chg:i It must look at each segment as a distinct
eted.

\arketing opportunity.

M‘n\,
\l
Five Patterns of Target p arkeq
Single Segment Concentration (()y, Prody ,S‘ﬂ e
concentrated marketing, a firm 14, o

T Ma,
) Achi,

presence. One segment is sele, ted f- o Prc
pl’OdLlCl. eg. Zodiac for men's formal shir gy, Pro
Selective Spcdaﬁsatian (Different producy, for rtl-;’. Thes
firm selects two or more segments. Eyer, i " e
related, each promises to be a Money maje, "4 -
to diversify the risk. [P, - M, P, - pr M..

,uril
Product Specialisation (One prodyc for all . qual
makes a certain product that it sejls ¢, Sever| ‘If . ;“..,-,
segments [F, — M, M,, M,].
Market Segmentation (All products for one Snd ga
concentrates on serving many needs of , P?m.iu\-,.;., 1.D
[P.B, B, ~ M) i me

Full Market Coverage (All products Sor all Marks, ;‘;“_
attempts to serve all customer 8roups with 4 per
they can provide (P,,P,, P, - M, M,, M., 2
Product Positioning

Positioning is the act of fixing the locus of the prodg:
the minds of the target customers. In Positioning 4,
decides how and around what parameters, the produc 2
to be placed before the target customers. It facilitate ten
to get through the mind of target customer. The w
positioning is the successful creation of a cu
value preposition.

Product Differentiation

Pf)sitioning a product can be possible by way o =
differentiation. There are certain Points of Differen’
and certain Points of Parity (PoP) of each product

attributes or benefits, a customer strongly associst’

brand and believe they could not find to the same :\‘.:'.
a competitive brand.

Creating identifiable andung®
;;;a] challenge in terms of competitive brand P“
i axfdal:e associations that are not necessarily une”
ut may in fact, be shared with other brands

Features of Posij :
Ositio
i ning

in i : [gdeit.’
orbit, § Means putting the product inap

g5

Satl

Stomer

- s AR EN B

Positio g . ‘.
. TINg s 3 cong ing pro® ¢
DS o Dever ending PO g
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Categories of Product Life Cycjq

These stages are
There arc three special categories of prog,..

Stage 1Introduction

e It can be considered as the birth stage in
on and is launched in ] _
; appearing in 4 field of human endeaveyy ¢

a T
. namely styles, fashions and fads, Theee are pepp,,
which the : . . [ dis Plaing ;%
s A qw]p is a basic and distinctive mode 4 "y,

'!
Pre,

product evolves out of producti

the market for the customers to buy it for the first ; ity ot ey
time ’ in homes, clothing and art. A styfe .. “Pa,
o i : ' sperations. -
o It is a period of slow sales growth, profits are o y tl ted :
# y nshi currently accepted « 1l
non-existent because of heavy expenditure on * A fashion ‘;‘ ‘]Q ¥ ’ }" Popular g,
3 Y ; : . o “ashion pass t :
advertisement and selling. The profits will be very low ek ’."I( ; : L I WOUgh  fonyy
or negative as part of the investment is to be recouped Distinctiveness; €t T DL fashion and g ™
o Fads are fashions that come quickly in pybj. ..
vy,

in other selling and logistic expenditures.
adopted with great zeal, peak early and decline . . ™
= Very i,
41

Stage 2 Growth

» This is the period of rapid market acceptance and

substantial profit improvement. Sales start increasing o e

and brand awareness is on a high. It is here that similar & b [ |

other new products begin to appear in the market and : A

offer competition. Time Time et T
« Prices remain where they are or fall slightly, depending (a) Style (b) Fashion {cj::

on how fast demand increases. Companies maintain
ti"'u:ir prc?motional expenditures at the sctime or ata  New Product Development
slightly increased level to maintain position in the ) b ) !
e In today’s dynamic changing environment with toy;
« Firms must watch for a change from an accelerating to compet'.ltlon(,l' A c':gmp any c.:ln. survive.  through Produg
a decelerating rate of growth in order to prepare new expansion, diversification anc innovation. Companies 2
spending crores of rupees on research and development wog
in order to keep its existing products afresh in an enhanee,
Stage 3 Maturity version to fit the changing needs of the buyers and also y
« This stage faces slowdown in sales growth because the bring new innovative products to remain a leader in th
product has achieved acceptance by most potential market. Product planning is the activity charged with &
buyers. Profits stabilise or decline because of increased  responsibility of providing new and profitable products o
competition. Sales flatten because of market saturation. ~ management to evaluate. It also involves weeding out th
During this stage, the manufacturers introduce new matured products which are no more in demand.
models of product or bring discounts or freebies to ! :
promote their brands with a view to retaining their Factorsto be Considered in
New Product Development

position in the market. ;

« In economic terms, it is a stage where supply exceeds  Introducing new products is difficult as it involves long ran{
demand. Some of promotional efforts and selling  planning. The following factors are considered in this regard

« Customer's needs should be identified which ar¢ st

tactics may lengthen the span of this stage, but they
unmet with existing products.

strategies.

will not avoid declining stage to come.
: « Competing and products substitute should be evaluat®
tage 4 Decline Y peting and products subs ;
S s A ey el plots erode. Strength of the company should be examined in 70
Cmnpe'a"u'c:ma becomes sevefeandeven loyal customers money, material and time for deciding net ¥
switch to new products of competitors. It is the ending SEFEORIE, e should
phase of product’s life cycle. * Scope of product line and profitability $

« Company reduces the marketing expenditure considered in terms of cost and price. < Fia |
B R S ik e, ot the | Pecied demands Sould be forecasted 1t 1
prices to clear stocks, reduce advertising ;md vilep estimate the market size and production volum

- promotion to minimal level to retain hardcore loyals. A started. : R&l

- product should be eliminated when it does notyf:lnd . * Thecompany should review its technical backup:

- proper place in a firm’s product line. department costs, available manpower.
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in New Product Development
Generation

f-’l " roduct development process starts with the search f
ﬂ‘n:,;t are NEW and innovative and that can help in .fu]fili::r
P;‘m‘" needs of the customers. New ideas can be generated ;'m::
# . e SOUTTES ‘

g torming with customers.

' . Juating competitors’ product.

v . -
£olking to djstnl?utors and retailers.
: sce from protessional research specialists.
' cbsites for getting new ideas from customers and feedback
& existing products.
Wp‘nks have started of involving customers in product
~* .5 in order to m_ake a product which actually appeals to
: 5 customer and is quickly adopted in the market. Customers

ol pusiness experts are the greatest source of new and
jve ideas.
wep 21dea Screening
4 the ideas collected are evaluated in depth to eliminate those
. ¢ with the product policies and objectives of the firm.
ome ideas May be good and profitable but cannot be considered
of the lack of resources of stage production. The main
:on of this phase is only to eliminate unsuitable ideas as
pickb' as possiblc. This stage involves
, Visualising idea into a product concept.
+ Collecting facts and views to decide if this concept is a
feasible business proposal.
+ Assessing each idea in terms of production cost, utility to the
customer and expected demand for it in the market.

tep 3 Business Analysis

is the extension of idea screening. Management needs to
epare sales, cost and profit projections to determine whether
e product satisfies the company’s objectives. If it does, only
en the concept can move to the development stage. Company
es Break-even analysis and risk analysis t0 find out the
timum cost, price and expected profits.

ep 4 Concept Development |
ring this stage, the ‘idea on the paper’ is converted into a
oduct in hand’. Here, the idea is converted into a product
lich is tangible. It is during this period that all developments of
*product take place. The job of translating customer ;{tmbutes
erated by market research into 2 working prototype 15 helped
of methods known as Quality Function Deployment. The
¢ measures the trade-offs and costs of meetugtg
requirements. It establishes development plans, arran

researc and development work to bring out 2 workable

o tlice ~oo Lo —aut ¢ vice fOT HESHNG: S

435
Step 5 Testing
It is the step in which one can testify the accuracy and
reality of the ideas generated on the basis of which
product is developed. These commer ja) experiments
are necessary to verifv carlier business judgements
Thus, the objective of testing is to assess whether the
product meets the tec hnical and commMeEr al
objectives envisaged in the original prope ssals. There are
three types of tests conducted usually
Concept  Testing It involves measuring the

customer’s reactions to the idea or concept before
any money, time and labour are spent on making the
prototype products. The product concept 15 made
known to the customers either verbally or through
use of suitable blue prints. If the response of
customers is found positive, then the development
of product prototype is take-up. Concept testing
tells whether the product is likely to be a future
success or not.

Product Testing In this test, product is put into few
selected markets. This test will prove whether the
product performs as expected or whether it lives up to
the promise of the concept. Such a test enables the
management to pick out the likes and dislikes of the
consumers towards the product. It also gives the buyer an
opportunity to compare the product with the competitive
products. It helps in minimising the risks attached to full
scale launching of a new product.

Test Marketing It involves exposing product to the
realistic competitive conditions by launching the
product in few selected cities. It not only tests the
product, but also the tests company’s marketing
mix-to evaluate a complete marketing plan including
advertising, distribution, price, media mix, repeat
sales, competitor’s reaction to the product. It is a
costly and time-consuming affair. On the basis of the
findings changes will have to be incorporated before
the product is finally launched in the market.

Step 6 Commercialisation

In this stage, product is Jaunched market wide an
thus, commences its life-cycle. It involves completin
final plans for mass production and marketing
initiating selling programmes, making advertisement
to make customer awareness of the product, checkir
results at regular intervals. In first instanc
introduction may be restricted to a few regions
avoid short supply of the product. This is to avo
short supply of the product due to initial gaps
Prodlldim and djstﬂbuﬁon.
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Pricing Decisions

Price is the only element of marketing mix that generates
revenue and it is also the most important determinant of the
profitability of business by way of sales volume. It is
competition  that runlril:illcs .th(- maximum o the
importance of pricing, Customers compare prices of various
products to decide a particular brand to purchase.

Factors influencing Pricing
There can be two set of factors influencing the pricing
decisions of any enterprise. These factors can be economic,
psychological, quantitative or qualitative in naturc. The two
set of factors are
Internal Factors It is related to the firm, It include

+ Corporate objectives of the firm.,

« Image sought by the firm through pricing.

« Price elasticity of demand of the product.

« Costs of manufacturing and marketing.
Stage of the product in its life cycle.
Intensity of competition.

* The characteristics of the product.

+ Volume of production and economies of scale.
External Factors It is related to the macro-environment of
the firm, These are

* Market composition.
*» Buyer’s attitude towards product.
* Bargaining power of customers,
« Competitor's pricing policy.
* General state of economy.
* Government controls and regulations.
* Societal considerations.

Pricing Objectives

The company first decides where it wants to position its
market offering. The clearer a firm's objectives, the easier it
§ to set a price.

\ny firm, while setting its price, wants to achieve one or more of
hese objectives

daximum Current Profit Companies estimate the costs and
emands associated with various prices and choose the price

1at produces maximum sales, cash flows and return on

laximum Long-term Profit Firms set the price in order to

pture the largest market share by beating competition. To

nﬁm the long-term sales, an appropriate price should be

ed, iwiﬁg in mind customers’s purchasing power and

mpetitor’s reactions.

mpanies Survival Tn case companies are facing over

UGC NET 7utor . Managg,
ny

long as the prices cover variable and fixed &
company stays in business o
Maximum Market Penetration Some

that by lowering prices, higher sale

COINPin je

Volume 4, g

market share can be achieved. This will lead 16, |, “18
costs and higher long run profits A low price g 18
market growth. Wl
Maximum Market Skimming Companics introdueyy,, L |

tech innovative ;:mdm:l set high prices to maximise I.- .
skimming. Sony is the frequent practitioner of
skimming pricing.

Product Quality Leadership A company might aim o b ¢
quality leader in the market. Their prodye,
characterised by high quulily, taste, status and Jugyp, ol
aprice just high enough not to be out of consumer’s reach

Steps in Pricing Procedure

Step 1 Setting the pricing objective.

Step 2 Determining the demand elasticity for price
estimating the total demand in the market

Step 3 Estimating costs of manufacturing and marketing,
The different costs involved in the production are
Fixed Costs/Overhead These costs do not vy
with the production or sales revenue. Theg
include monthly rents, interest, salaries etc.
Variable Costs These costs are directly related 1
the level of production. These costs are constant in
terms of per unit produced. These are variable coss
as there is a variation with the number of units
produced.
Total Costs This is the sum of fixed and variable
costs at a given level of production.
Average Costs It is the cost of per unit at e
production stage.

Step 4 Analysing competitor’s costs, prices and offers

Step 5 Selecting a pricing method, keeping in mind th¢
market share, price image for brand, type &
customer segment, life cycle stage of the product

Step 6 Selecting the final price. _

Step 7 Periodical review of sales as well as adjusting "
to the demand.

Pricing Methods »
Pricing method is a route to achieve the dfﬁlffd fmﬁ“
objectives. There are several methods of pricing which are¢

into various groups

1. Cost Based Pricing

oo ethé j
A avl_vem Pricine It ic the mast elementary pl’lCmg Aucll
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SUPPOSE the manlufacmrcr Wants (g Carmn 4 ¢

@ | he manufacturer’s mark-up price ¢ gIven by wid
‘rd‘“"the cost of n'umufacturing, M“rk—uh_\ o t‘.nddmg
f loroﬂ seasoﬂa_l Hems, speciality items, jtems \i:il:l“.;.;'l”y
M‘gﬁ‘ and ha"d,""ﬁg £OSts and demand inelastic it('n:s llulih
‘ S‘Vi"g dm‘gs' i method - app“(‘ﬂhlt‘ Whl‘rt‘ L‘()sis l (\
i but demand cannot be known dCCurately, s ; .-i'”*

' kﬂ?er'swho are not manufacturers use this pricir\;;':nc:}l::ulﬁly

Manufacturcr’s cost = Variable cog !;lht_d cost
Unit sales

ng

% on

Rate of Return Pricl'ng The firm d
' L " that would yield its target Rol rate.

| ;:;;‘t return pricing ;

. it Bt Desired return x invested capital
_ Number of unit sales

‘j anbe calCUlf‘ted only when the firm hag estimated its
[ o and estimated sales and demang are accurately

.. It uses a rational approach to arrive at mark-up,
Rate Pricing The firm bases its Price mainly on
titor’s prices, charging the same, more or Jess than

rices of major competitors or market leaders. The
er firms follow the leader, and change their prices only
the market leader’s price change. It is quite popular

ol g25, fertilizer, petrol industry.

€lermines the

ypemand/Market based Pricing

gmming Pricing Firm wants to skim the high value
somers by selling the product at high prices in the
ginning, especially luxury products or status products.
tice the sale has saturated, it lowers the price to skim
«ond layer of middle income group. It gives high profits
sthe early stage of market introduction for product.
letration Pricing Firm, by way of penetration pricing,
s to achieve greater market penetration through
tively lower prices so that more and more customers can
trached and larger market share, long-term profits can be
tieved. It is effective in price sensitive market segment
Whighly elastic price demand. It is practiced at the time
'moduct launch to get maximum sales and to keep
fetition out for quite sometime.

%Mition Oriented Pricing

*policy considers competitor’s price as the reference
"It can decide on premium pricing (price higher than
ol ®mpetitor) discount pricing (pricing bele
tor's price) and parity pricing (matching
Peitor's price). Where a market leader has established a
:E' with the intention of stabilising the ;Jl.'iCC, tht;

s in the j v have to go in for pari

B
| dsre
at 3
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4. Perceived Value Pricing

Perceived valye s made up of several elements such as
buyer's image of the product pcrfnrman('('. quality, customer
SUPpOrt, warranty, firm's reputation and brand equity. The
Purpose of pricing is not only to cover the costs, but to
Ci‘lplurc the value of the product perceived by the customers,
(.ump;m_v tries to price its product such that its price is a

little higher or equal to value of the product which in turn is
Breater than the cost.

[Price > Valye » Costs]

8. Psychological Pricing

i:dar _kﬂ.t:rs often try to get around consumer’s psychological

arlrlmr “nrespect of price through the psychological price. In
€arlier days, in India, this kind of pricing was known as Bata
price most of its footwear in

Pricing, since Bata used to
this fashion, €8 A pair of shoe can costs you T 499 rather

than ¥ 500 or above,

Price Adaptation Strategies

An organisation usually do not set a single pricing, instead
has a pricing structure that varies with geographical demand
and costs, market segments, purchase timing, order levels,
delivery frequency, guarantees, service contracts. The different

price adaptation strategies are
1. Geographical Pricing

The organisation decides the price of product on the basis of
locations and countries. This includes

Compensation Deals The seller receives some percentage of
the payment in cash and the rest in products.

Barter There is direct exchange of goods without
involvement of any money or third party.

Buyback Arrangement The seller sells a plant, equipment or
technology to the other country and agrees to accept partial
payment products manufactured with the supplied

equipment.

Offset The seller receives full payment in cash but it agrees to
spend a substantial amount of money in that country within

a state to spend time period.

2. Price Discounts and Allowances

In case of bulk purchases and early payment, the
organisations offer discounts. This includes | o
Cash Discount In case, the buyer pays th.e bl!.l progs[éoi;“'
is given a price reduction, the customers in given di it
Quantity Discount In case of purchasing large quantitt

is given discount.
;m;heﬁx::% ra%lle Discount Discc_mnct;e b}t(he;
manufacturer to the members of channel, in 4
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Functions of Advertising
+ To inform new product, improved quality, price changes.
new variants, new brand to the customer.
» To persuade customer to buy now, aid sales force, build brand
preference, try to offset competitor’s advertisement.
» To keep the awareness intact, remind users when they
actually buy, maintain image during off seasons.

Elements of Advertising
» Non-personal salesmanship.
« Paid communication by identified sponsor.
+ Tt exposes large customer group at low cost per prospect-
» It is a unique form of non-personal mass communication.
« It can be emotional or scientific in nature.

The 5 Ms of Advertising
These are helpful to the marketing managers while developing

an advertising program. These are
1. Mission The objectives of advertising.
2. Money The amount of money to be spent.
3. Message The information to be sent across to the target
audience.
4. Media The form of media to be used.
5. Measurement The parameters to evaluate the result.

Developing and Managing an Advertising
Program
The marketing managers need to design the advertising program
meticulously. The different steps that are to be followed are
1. Setting the Advertising Objective
These are based on the decisions of target market, market
itioning and marketing mix. The organisation must study
the market thoroughly. On the basis of stages of hierarchy of effects,
the advertisement is classified as follows
Informative Advertising Its aim is to create awareness and

knowledge of new products or new features of existing products.

Persuasive Advertising Its aim is to create liking, preference,
conviction, and purchase of an offering.

Reminder Advertising Its aim is to stimulate the repeat purchase
of the products.

Reinforcement Advertising Its aim is to convince the consumers
that they made a right choice by purchasing the offering.

2. Deciding the Advertising Budget

Advertising is a form of long-term investment. It goes a long way
in building the brand equity.

The five basic factors based on which the advertising budget is decided
ﬁwm the Product Life Cycle (PLC).
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3, Choosing the Advertising Message

The advertisement nec is

message to the audience in W :
with creativity There are four step »
creative strategy which include messape :._\_-_!__.l
message and evaluation sclection, messape o <
and social responsibilit

4. Deciding on Media and Measuring
Effectiveness

The marketing team meeds o marTow down the oaigy

options based on the following factors
¢ Desired reach
e Frequency and impact
e Selecting specific media vehicles
* Deciding media timing and geographical locs
o Evaluating advertising effectiveness

The different media available with the markoes n

newspapers, televisions, direct mail, radio. maganng
newsletters, brochesy

outdoor, yellow pages.
telephone and internet.

Some Important Terms Related
to Advertising -
Surrogate Advertising It is prominently scen =
where advertising a particular product is bannec® -
Advertising for products like cigarettes or alkooho
are injurious to health are prohibited by law = ¥
countries.

Industrial Advertising It is a type of adverusis e
directed at commercial business custom<®
advertised products are raw materials, comporc™®
equipments needed in the production of distribete®
other goods and services.

Sandwich Board Advertising A sandwich bos** =
of advertisement composed of tWo boards '”
message or graphic. It is carried by a per™”® v
board in front and one behind, creating ? -
effect.

Adpvertising Frequency The number
needed to put the brand's message across
has an obvious impact on the advertising
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Personal Selling

Personal scling &5 2 persomal form of CommmumactIon Wi
direct fae to faoe Comversation takes place between th
buver and the selier for the purpose of exchampng good
and services. Sales persens are appomend by the companse
o Create awaremess and deveiop pecference amweg ™
costomets about their prodacts with the cventual 2 ©

making sale.
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Salesman can provide a detailed demonstration and can
supervise the customer in making the actual use of

products.
Personal selling can support advertising, sales promotion

and publicity:. |
This is the only market promotion technique that provides

an immediate feedback.
It can meet personal expectations of buyers.
Sales talks and presentation can be adjusted according to

situation to suit individual nature, motives and problems.
e It increases customer’s faith in company and its offers.
It benefits all parties, including customer, salesman and

company.

Publicity and Public Relations

Public relations involves with the management of internal and
external communications of a organisation to create and
maintain a positive image.
Publicity, a function of public relations is a comm}mication
about an organisation and/or its products to the public.
Publicity may have both positive or negative {rr}pacts,
minimise the effects of bad publicity by
with accurate information and giving

Organisation can
ive quality control

roviding people
flassiﬁcations, taking safety measures, effect

measures, inspections, €tc.
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