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PAPER-VII
MARKETING MANAGEMENT

Objectives

» To familiarize with the basic concepts, and techniques of

marketing management
» To understand the behaviour of consumers
» To create awareness of marketing mix elements, and

» To analyse and solve marketing problems in the complex and

fast changing business environment.

Unit-I

Introduction to Marketing and Marketing Management, Marketing
Concepts - Marketing Process Marketing mix - Marketing environment.
- Consumer Markets and buying behaviour - Market segmentation and

targeting and positioning.

Unit-II

Product Decisions - concept of a Product - Product mix decisions
- Brand Decision - New Product Development — Sources of New Product
idea - Steps in Product-Development - Product Life Cycle strategies-
Stages in Product Life Cycle,

Unit-III
Price Decisions - Pricing objectives - Pricing polices and constraints

- Different pricing method - New product pricing, Product Mix pricing

strategies and Price adjustment strategy.
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Unit-IV

Channel Decision - Nature of Marketing Channels -. Types of
Channel flows - Channel functions - Functions of Distribution Channel
— Structure and Design of Marketing Channels -Channel co-operation,

conflict and competition — Retailers and wholesalers.

Unit -V

Promotion Decision - Promotion mix - Advertising Decision,
Advertising objectives - Advertising and Sales Promotion — Developing
Advertising Programme - Role of Media in Advertising - Advertisement

effectiveness - - Sales force Decision.
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UNIT -1

Lesson 1.1 - Introduction to Marketing

Objectives

In this lesson, we will introduce you to the business function of

marketing. After you work out this lesson, you should be able to:

» Define marketing and the utility (value) it creates for the

customer
» Trace the origin of marketing and explain how it has evolved
» Describe the elements of a marketing strategy

» Understand the scope of marketing

Learning Objectives

In this lesson, we will discuss the following

» What is marketing?

» Evolution of marketing

» Marketing framework

» Marketing in different sectors

» Functions of marketing
Introduction

Production and marketing of goods and services are the essence
of economic life in any society. All organizations perform these two
basic functions to satisfy their commitments to their stakeholders - the
owners, the customers and the society, at large. They create a benefit
that economists call utility which is the want-satisfying power of a
good or service. There are four basic kinds of utility - form, time, place

and ownership utility. Form utility is created when the firm converts
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raw materials and component inputs into finished goods and services.
Although marketing provides important inputs that specify consumer
preference, the organization’s production function is responsible for the
actual creation of form utility. Marketing function creates time, place
and ownership utilities. Time and place utility occur when consumers
find goods and services available when and where they want to purchase
them. Online retailers with 24*7 format emphasize time utility. Vending
machines focus on providing place utility for people buying snacks and
soft drinks. The transfer of title to goods or services at the time of purchase

creates ownership utility.

L Responsible
Type Description Examples .
function
Conversion of raw
materials and com- Pizza made from )
Form ) : ) } Production
ponents into finished | several ingredients
goods and services
Availability of goods | Dial-a-pizza; deliv-
Time and services when ery guaranteed in Marketing
consumers want them 30 minutes.
Availability of goods .
: Delivery at your .
Place and services where tyaty Marketing
doorstep
consumers want them
Owner- Ability to-transfer Pizza sales (in ex-
hi title t - h fi .
ship itle to goods or ser- | ¢ ange for rupees Marketing
(posses- | vices.from marketer | or credit card pay-
sion) to buyer ment)

To survive, all organizations must create utility. Designing and
marketing want-satisfying goods, services and ideas is the foundation for
the creation of utility. Management guru, Peter EDrucker emphasized the
importance of marketing in his classic book, The Practice of Management

as:

‘If we want to know what a business is, we have start with
its purpose. And its purpose must lie outside the business
itself. In fact, it must lie in society since a business enterprise
is an organ of society. There is one valid definition of

business purpose: to create a customer.

) 4
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How does an organization create a customer? Guiltinan and Paul

explain it this way:

Essentially, ‘creating’ a customer means identifying needs in
the marketplace, finding out which needs the organization
can profitably serve and developing an offering to convert
potential buyers into customers. Marketing managers are
responsible for most of the activities necessary to create the

customers the organization wants, These activities include:
» Identifying customer needs

» Designing goods and services that meet those needs

» Communicating about those goods and services to

prospective buyers

» Making the goods and services available at times and

places that meet customers’ needs

» Pricing goods and services to reflect costs, competition

and customers’ ability to buy

» Providing for the necessary service and'follow-up to

ensure customer satisfaction after the purchase

Activity 1.1.1

Think of a recent purchase you made. How did the company

provide you with the following utilities?

Form

Time

Place

5 .
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Though marketing is broader than selling, it is often equated with

selling. Continuous exposure to advertising and personal selling leads

many people to link marketing and selling, or to think that marketing

activities start once goods and services have been produced. While

marketing certainly includes selling and advertising, it encompasses

much more. Marketing also involves analyzing consumer needs, securing

information needed to design and produce goods or services that

match buyer expectations and creating and maintaining relationships

with customers and suppliers. The following table summarizes the key

differences between marketing and selling concepts.

Table 1.1.1 Selling Vs. Marketing

Point of differ- . .
Selling Marketing
ence
Starting point Factory Marketplace
Focus Existing products Customer needs
Means Selling and promoting Integrated marketing
End Profits through volume Profits thrggih satisfac-

The difference between selling and marketing can be best

illustrated by this popular customer quote: ‘Don’t tell me how good your

product is, but tell me how good it will make me’.
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The American Marketing Association, the official organization for

academic and professional marketers, defines marketing as:

Marketing is the process of planning and executing
the conception, pricing, promotion and distribution of
ideas, goods and services to create exchanges that satisfy

individual and organizational objectives

Another definition goes as ‘ ... process by which individuals and
groups obtain what they need and want through creating and exchanging
products and value with others’.

Simply put: Marketing is the delivery of customer satisfaction at a profit.

The notion of exchange as central to marketing is reinforced
by many contemporary definitions such as ‘marketing is the process
of creating and resolving exchange relationships’ and ‘marketing is the
process in which exchanges occur among persons and social groups.
The essence of marketing is the exchange process, in which two or more
parties give something of value to each other to satisfy felt needs. In many
exchanges, people trade tangible goods for money. In others, they trade

intangible services.

Exchanges in marketing are consummated not just between any
two parties, but almost always among two-or more parties, of which one
or more taken on the role of buyer andone or more, the role of seller. A

common set of conditions are present-in the marketplace, viz.,
(i) Relating to buyers

1) Buyers outnumber sellers

2) Any individual buyer is weaker than any individual seller

economically.

3) However, the total economic power of even a fraction of the buyers
is enough to assure the existence of, or to put out of business, most

sellers or groups of sellers.

7 .
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(ii) Relating to sellers

4) The sellers compete to sway the largest number of buyers they can

to their, rather than another seller’s (competitor’s) offerings.

5) In this process, they are influenced as well, regularly modifying
their behaviours so they will have more success, with more buyers,

over time.
The expanded and dynamic concept has some characteristics.

e Holistic view The concept of marketing activities permeates all
organizational functions. It assumes that the marketing effort
will follow the overall corporate strategy and will proceed in
accordance with ethical practices and that it will effectively

serve the interests of both society and organization.

e Key decision areas The concept also identifies the marketing
variables - product, price, promotion and distribution -
that combine to provide customer satisfaction. In addition,
it assumes that the organization begins by identifying and
analyzing the consumer segments that it will later satisfy

through its production and marketing activities.

e Relationships The concept’s emphasis on creating and
maintaining ‘relationships is consistent with the focus in
business ‘on” long-term, mutually satisfying sales, purchases

and other interactions with customers and suppliers.

o Universality Finally, it recognizes that marketing concepts
and techniques apply to non-profit organizations as well as
to profit-oriented businesses, to product organization and to
service organizations, to domestic and global organizations,
as well as to organizations targeting consumers and other

businesses.

) 8
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Activity 1.1.2

The following list consists of some MARKETING MYTHS. Tick
the myths you thought about marketing before reading this section? Add

some new myths you might have discovered.
» Marketing and selling are synonymous
» The job of marketing is to develop good advertisements
» Marketing is pushing the product to the customers
» Marketing is transaction-oriented than relationship-oriented
» Marketing is a short-term business strategy
» Marketing is an independent function of a business

» Marketing is part of selling

Evolution of Marketing

As noted earlier, exchange is the origin of marketing activity.
When people need to exchange goods, they naturally begin a marketing
effort. Wroe Alderson, a leading marketing theorist has pointed out, ‘It
seems altogether reasonable to describe the'development of exchange
as a great invention which helped to start/primitive man on the road to
civilization’ Production is not meaningful until a system of marketing
has been established. An adage goes as: Nothing happens until somebody

sells something.

Although marketing has always been a part of business, its
importance has varied greatly over the years. The following table identifies
five eras in the history of marketing: the production era, the product era,

the sales era, the marketing era and the relationship marketing era.

wwv%.FirstRanker.com
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Table 1.1.2 The Evolution of Marketing

Era Prevailing attitude and approach

= Consumers favor products that are available

and highly atfordable
* Improve production and distribution
Production

* ‘Availability and affordability is what the cus-
tomer wants’

* Consumers favor products that offer the most
quality, performance and innovative features

Product

* ‘A good product will sell itself’

* Consumers will buy products only if the com-
pany promotes/ sells these products

Sales * ‘Creative advertising and selling will over-
come consumers’ resistance and convince
them to buy’

» Focuses on needs/ wants of target markets
and delivering satisfaction better than com-
petitors

Marketing

* ‘The consumer is king! Find a need and fill it’

* Focuses on needs/ wants of target markets

and delivering superior value
Relationship mar-

keting * ‘Long-term relationships with customers and

other partners lead to success’

www.FirstRan kelrgzom
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Production era(Mass production)

In the production era, the production orientation dominated
business philosophy. Indeed business success was often defined solely
in terms of production victories. The focus was on production and
distribution efficiency. The drive to achieve economies of scale was
dominant. The goal was to make the product affordable and available to

the buyers.

Product era (Quality product)

In the product era, the goal was to build a better mouse trap and
it was assumed that buyers will flock the seller who does it. However,
a better mousetrap is no guarantee of success and marketing history is
full of miserable failures despite better mousetrap designs. Inventing
the greatest new product is not enough. That product must also solve
a perceived marketplace need. Otherwise, even the best-engineered and

highest quality product will fail.
Sales era (Pressure selling)

In the sales era, firms attempted to match their output to the
potential number of customers who would want it. Firms assumed that
customers will resist purchasing goods‘and services not deemed essential
and that the task of selling and advertising is to convince them to buy. But

selling is only one component of marketing.

Marketing era (Satisfied.customer)

In this era, the company focus shifted from products and sales to
customers’ needs. The marketing concept, a crucial change in management
philosophy, can be explained best by the shift from a seller’s market —
one with a shortage of goods and services - to a buyer’s market — one
with an abundance of goods and services. The advent of a strong buyer’s
market created the need for a customer orientation. Companies had to
market goods and services, not just produce them. This realization has
been identified as the emergence of the marketing concept. The keyword
is customer orientation. All facets of the organization must contribute

first to assessing and then to satisfying customer needs and wants.

11
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Relationship marketing era (Relationships with customers)

The relationship marketing era is a more recent one. Organization’s
carried the marketing era’s customer orientation one step further by
focusing on establishing and maintaining relationships with both

customers and suppliers.

This effort represented a major shift from the traditional concept
of marketing as a simple exchange between buyer and seller. Relationship
marketing, by contrast, involves long-term, value-added relationships
developed over time with customers and suppliers. The following
table summarizes the differences between transaction marketing (i.e.
exchanges characterized by limited communications and little or no on

going relationship between the parties) and relationship marketing.

Table 1.1.3 Comparing transaction-based marketing and relationship

marketing
o Transaction-Based | Relationship Market-
Characteristic . .
Marketing ing
Time orientation Short term Long term

Organizational goal

Make the sale

Emphasis on customer

retention

Customer service pri-

Relatively low

Key component

commitment

ority
Customer contact Low to moderate Frequent
Degree of customer .
Low High

Basis for seller-cus-

tomer interactions

Conflict manipulation

Cooperation; trust

Source of quality

Primarily from pro-

duction

Companywide com-

mitment

www.FirstRan keIr.Zcom
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Activity 1.1.3

Make a statement to describe each of the stages in the evolution
of marketing. You may consider the given examples before coming up

with your own statements.

1. Production era

a. ‘Cut costs. Profits will take care of themselves’

2. Productera

a. A good product will sell itself”

3. Sales era

a. ‘Selling is laying the bait for the customer’

4. Marketing era

a. ‘The customer is King!’

5. Relationship marketing era

a. ‘Relationship with customers determine our firm’s future’

Marketing Framework

The basic elements of a marketing strategy consist of (1) the target
market, and (2) the marketing mix variables of product, price, place and
promotion that combine to satisfy the needs of the target market. The
outer circle in Figure 1.1.1 lists environmental characteristics that provide

the framework within which marketing strategies are planned.

13..
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Technological-
Natural
Environment

Demographic-
Economic

Figure 1.1.1 Elements of a marketing strategy and its environmental

framework

Target consumers

Marketing dctivities focus on the consumer. Therefore, a market-
driven organization begins its overall strategy with a detailed description
of its target market: the group of people toward whom the firm decides to

direct its:marketing efforts.

Marketing mix

After marketers select a target market, they direct their activities
towards profitably satisfying that target segment. Although they must
manipulate many variables to reach this goal, marketing decision making
can be divided into four areas: product, price, place (distribution) and
promotion (marketing communication). These 4 Ps of marketing are
referred to as the marketing mix. The 4 Ps blend to fit the needs and

preferences of a specific target market. These are the four variables that a

www.FirstRan ke1r4com
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marketer can use and control in different combinations to create value for

customers.

Figure 1.1.1 illustrates the focus of the marketing mix variables on the

central choice of consumer or organizational target markets.

1. The product strategy involves deciding what goods and services
the firm should offer to a group of consumers and also making
decisions about customer service, brand name, packaging, labeling,

product life cycles and new product development.

2. The pricing strategy deals with the methods of setting profitable
and justifiable prices. Marketers develop place (distribution)
strategy to ensure that consumers find their products available in

the proper quantities at the right times and places.

3. Place strategy involve decisions related to  the distribution

functions and marketing intermediaries (channel members).

4. In the promotional strategy, marketers blend together the various
elements of promotion to communicate most effectively with
their target market. Many firms use an approach called Integrated
Marketing Communications (IMC) te_coordinate all promotional
activities so that the consumer receives a unified, consistent and

effective message.

Environmental factors., Unlike the controllable marketing mix
elements, the environmental variables frequently lie outside the control
of marketers. Marketers.do not make decisions about target markets and
marketing mix variables in a vacuum. They must take into account the
dynamic nature of the five marketing environmental dimensions as shown
in Figure 1.1.1 - competitive, political-legal, economic, technological and

social-cultural dimensions.
» Marketers compete for the same consumers. So the developments
in the competitive environment will have lot of repercussions.

» The political-legal environment includes the governing and

regulatory bodies that impose guidelines to the marketers.

15 .
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Adherence to the law of the land is an imperative for a marketer

to be a good and responsible corporate citizen.

» The economic environment dictates the mood in the target
market participants who take decisions such as to buy or save, to

buy now or later.

» The technological environment can spell life or death for a
marketer with break-through technologies. Marketers often
leap forward or get left behind owing to the changes in the

technological environment.

» The social-cultural environment offers cues for the marketers
to ‘connect’ well with the target market. Failure on part of the
marketer to understand the social-cultural environment will
have serious consequences. A marketers can not afford to rub a

society/culture on the wrong side!
Marketing in different sectors

Until fairly recently, marketing focused primarily on exchanges
of goods between individuals (business-to-consumer (B2C) marketing)
and businesses (business-to- business (B2B) marketing). A new area of
marketing has recently emerged. It'is services. Consumer marketing deals
with good and services targeted to households for individual consumption.
Industrial marketing deals” with the organizational purchases of goods
to support production of other goods or daily operations or for resale.
Services deal with'intangible products offered to both consumer markets
and industrial . markets. Table 1.1.2 highlights the differences between

consumer.marketing and industrial marketing.

The marketing of services require additional effort. With the
growth of the services sector, marketers realized that services cannot
be marketed in the same way as the products. Certain characteristics of
services posed serious problems for marketers who realized that services
marketing must be done differently and not with the same marketing mix

(4 Ps) variables. Services have unique characteristics like :

www.FirstRan ke1r§<:om
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> Intangibility (service firms don’t sell a tangible thing, but

a promise) inseparability (production and consumption of

services take place at about the same time),

> Heterogeneity (the problem due to the fact that no two service

providers are like, nor are the service consumers) and

» Perishability (service providers cannot maintain inventories of

their products).

Buyer behaviour

critical

Involvement of cross-
functional teams in
both buyer and supplier
firms

Purchase decisions are

mainly made on ratio-
nal/performance basis

Technical expertise

sought

Stable interpersonal
relationship between
buver and seller

T Areas of Industrial Markets | Consumer Markets
 Difference (B2B) (B2C) |
Market Geographically Geographically dispersed
characteristics- | concentrated Mass markets
Relatively fewer buyers

Product Technical complexity | Standardized products
characteristics Customized products

Service Service, timely delivery |Service, timely delivery
characteristics and availability are and availability are some-

what important

Involvement of family
members

Purchase decisions are
mostly made on
physiological/social/ psy-
chological needs

Less technical expertise

Non-personal relationship

Indirect channels

Wwv%/ﬁzirstRan ker.com
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Channel
characteristics

Promotional
characteristics

Price character-
istics

More direct channels-
Fewer intermediaries/
middlemen

Emphasis on personal
selling

Competitive bidding
and negotiated prices

List prices for standard
products

Multiple layers of
intermediaries

Emphasis on advertising

List prices or maximum
retail price (MREP)

To cope with these challenges, service marketers broadened the

4-Ps marketing mix to make it 7-Ps marketing mix. They suggested

additional 3 Ps - process, physical evidence and people.

» The process is aimed at solving the heterogeneity or variability

problem associated with the services by providing a service

blueprint.

> The physical evidencesolves some of the problems associated with

the intangible nature of services. The physical evidence in terms of

service environment, equipment, personnel and so on attempts to

tangibilize the’intangible.

> The final P - People - gives lot of attention to the service providers

because they are, strictly speaking, part of the service provided.

They can influence the perceived service quality in a big way.

With the world becoming a global village, marketers started

targeting global audience for their products and services. International

marketers implement the basic marketing framework discussed earlier.

However transactions that cross national boundaries encounter an

additional set of environmental factors. For example, differences in

laws, economic conditions, cultural and business norms and consumer

preferences other demand variations in marketing strategies. The biggest

challenge in international marketing is managing the international

www.FirstRan kelr{gcom
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business environment. With many uncontrollable factors, sharing
complex relationships among them, the international marketer faces the

dilemma of whether to standardize or differentiate his marketing mix.

Non-profit organizations encounter a special set of characteristics
that influence their marketing activities. Like for-profit firms, non-profit
firms may market tangible goods and/or intangible services and operate
in B2C and B2B markets. An important distinction is that profit-seeking
businesses tend to focus their marketing on just one public - their
customers. Non-profit businesses however must often market to multiple
publics (say, their clients and sponsors), which complicates decision
making regarding the markets to target. Also a customer or service user
may wield less control over the organization’s destiny than would be true
for customers of a profit-seeking firm. As a result, non-profit marketing

must fine tune its marketing variables to adjust to these conditions.

Activity 1.1.4

Match the following:

(1) Product marketing (A) AIDS‘awareness

campaign

(2) Service marketing - (B) Selling iron ore to a steel
manufacturer

(3) Consumer marketing - (C) Selling ice creams to
adults

(4) Industrial marketing - (D) Disney setting up a park

in Hong Kong

(5) International marketing - (E) Setting up an ayurvedic

massage center

(6) Non-profit marketing - (F) Selling electric bulbs

Functions of Marketing

Firms must spend money to create time, place and ownership

utilities as discussed earlier. Several studies have been made to measure

wwv{/.gFirstRan ker.com
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marketing costs in relation to overall product costs and service costs and
most estimates have ranged between 40-60 percent. These costs are not
associated with raw materials or any of the other production functions
necessary for creating form utility. What then does the consumer receive
in return for this proportion of marketing cost? This question is answered

by understanding the functions performed by marketing.

In the following table, marketing is responsible for the
performance of 8 universal functions: buying, selling, transporting,
storing, standardizing and grading, financing, risk taking and securing
marketing information. Some functions are performed by manufacturers,
others by marketing intermediaries like wholesalers and retailers.
Buying and selling, the first two functions represent exchange functions.
Transporting and storing are physical distribution functions. The final
four marketing functions - standardizing and grading, financing, risk
taking and securing market information - are often called facilitating
functions because they assist the marketer in performing the exchange

and physical distribution functions.

Table 1.1.3 Functions of Marketing

Marketing function Description

A. Exchange functions
1. Buying Ensuring that product offerings are
available in sufficient quantities to
2. Selling meet customer demands

Using advertising, personal selling
and sales promotion to match goods

and services to customer needs

B. Physical distribution func-
tions Moving products from their points of
3. Transporting production to locations convenient
for purchasers

4. Storing Warehousing products until needed

for sale

www.FirstRan kezrg:om
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C. Facilitating functions

5. Standardizing and grading

6. Financing

7. Risk taking

8. Securing marketing information

Ensuring that product offerings meet estab-
lished quality and quantity control standards
of size, weight and so on

Providing credit for channel members or
consumers

Dealing with uncertainty about consumer
purchases resulting from creation and mar-
keting of goods and services that consumers
may purchase in the future

Collecting information about consumers,
competitors and channel members for use in

marketing decision making

%%
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Lesson - 1.2 - Marketing Concepts

Objectives

In this lesson, we will introduce you to the conceptual ideas that
makeup the marketing function of a business. After you work out this

lesson, you should be able to:

P List out the concepts of marketing
P Understand how these concepts are interconnected

p Explain how marketing is changing in a connected world

Learning Objectives
In this lesson, we will discuss the following

P Needs, wants and demands

P Products

P Value and satisfaction

p Exchange, transactions and relationships
P Markets

P\ Marketing in a connected world

Introduction

Having defined marketing in the previous lesson as a social and
managerial process by which individuals and groups obtain what they
need and want through creating and exchanging products and value with
others, this lesson examines the important concepts that are included and
implied in this definition. These concepts are indicated in Figure 1.2.1
and it is important to note that they are linked, with each one building on

the one before it.
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Figure 1.2.1 Marketing concepts

Needs, Wants and Demands

The most basic concept underlying marketing is that of human
needs. A need is a state of felt deprivation. It is a part of the human
makeup. Humans have many needs, viz., physical needs, social needs,
spiritual needs and so on. Wants are the form taken by needs as they are
shaped by the one’s culture and personality. Wants are thus shaped by
both the internal and external factors. Wants are described in terms of
objects that will satisfy needs. For example; thirst is a need. To quench
this thirst, a person may consider a number of options (want-list)- drink
water or a soft drink or a fruit-juice. These objects (which represent
the different choices for a person to fulfill his/her need) comprise the
potential want-list. As people‘are exposed to more objects that arouse
their interest and desire,"marketers try to provide more choices, that is,
more want-satisfying products. People have almost unlimited wants but
limited resources. Therefore, they want to choose products that provide
the most satisfaction for their money. When backed by buying power

(ability), a want becomes a demand.
Products
A product is anything that can be offered to a market to satisfy

a need or want. People satisfy their needs and wants with products.

Though the word suggests a physical object, the concept of product is not
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limited to physical objects. Marketers often use the expressions goods and
services to distinguish between physical products and intangible ones.
These goods and services can represent cars, groceries, computers, places,
persons and even ideas. Customers decide which entertainers to watch on
television, which places to visit for a holiday, which ideas to adopt for
their problems and so on. Thus the term ‘product’ covers physical goods,
services and a variety of other vehicles that can satisfy customers’ needs
and wants. If at times the term ‘product’ does not seem to be appropriate,

other terms such as market offering, satisfier are used.

Value and Satisfaction

When the customers have so many choices to choose from to satisfy
a particular need, how do they choose from among these many products?
They make their buying choices based on their perceptions of a product’s
value. The guiding concept is customer value. A customer will estimate
the capacity of each product to satisfy his need. He/She might rank the
products from the most need-satisfying to the least need-satisfying. Of
course, the ideal product is the one which gives all the benefits at zero
cost, but no such product exists. Still, the customer will value each existing
product according to how close it comes to his/her ideal product and end
up choosing the product that gives‘the most benefit for the rupee - the

greatest value.

Exchange, Transactions and Relationships

Marketing occurs when people decide to satisfy needs and wants
through exchange. Exchange is the act of obtaining a desired object
from someone by offering something in return. Thought it is only one
of the many ways people can obtain a desired object, it allows a society
to produce much more than it would with any alternative system. For an
exchange to take place, several conditions must be satisfied. Of course, at
least two parties must participate, and each must have something of value
to the other. Each party also must want to deal with the other party and
each must be free to accept or reject the other’s offer. Finally, each party
must be able to communicate and deliver. These conditions simply make
exchange possible. Whether the exchange actually takes place depends on
the parties’ coming to an agreement. If they agree, we must conclude that

the act of exchange has left both of them better off or at least not worse
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off. After all, each was free to reject or accept the offer. In this sense,
exchange creates value just as production creates value. It gives customers

more consumption possibilities.

A transaction is marketing’s unit of measurement. It consists of
a trade of values between two parties. A monetary transaction involves
trading goods and services in return for money whereas a barter
transaction involves trading goods and services for other goods and
services. Transaction marketing is part of the larger idea of relationship
marketing. Marketing is shifting from trying to maximize the profit on each
individual transaction to maximizing mutually beneficial relationships
with consumers and other parties. This is based on the assumption that if

good relationships are built, profitable transactions will simply follow.
Markets

The concept of transactions leads to the concept of a market. A
market is the set of actual and potential buyers of a product. It may exist
in a physical environment as a marketplace or in a virtual environment
(on the internet platform) as a marketspace. To understand the nature of
a market, imagine a primitive economy consisting of only four people - a
farmer, a fisherman, a potter and a hunter. Figure 1.2:2 shows the different
ways in which these traders could meet their.needs. In the first case, self-
sufficiency, they gather the needed goods-for themselves. In the second
case, decentralized exchange, each person sees the other three as potential
buyers who make up a market. In the-third case, centralized exchange, a
new person called a merchant appears and locates in a central area called
a marketplace. Each trader brings goods to the merchant and trades for
other needed goods. Merfchants and central marketplaces greatly reduce
the total number of transactions needs to accomplish a given volume of
exchange. As economies grow, exchange becomes even more centralized,
as seen in the growth of huge companies. Large supermarkets now serve

millions of people who formerly shopped in smaller outlets.
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Figure 1.2.2 Moving towards centralized exchange

Marketing in a connected world

The internet and the resultant connected world has posed some

special challenges and opportunities for marketers. Prof. Mohanbir

Sawhney (Kellogg School of Management) has used two interesting

metaphors (hunting Vs. gardening) to describe marketing hither-to and

marketing hence-forth.

Marketing Hither-to:

Marketing Hence-forth:

Marketing as hunting

Marketing as gardening

Market as a jungle
Customers as targets
Marketers as-hunters
Segmentation as rifle

Vs. shotgun approach
Products as mousetraps
Salespeople as
baiters-and-switchers
Promotions as campaigns
Relationships

as conquests/acquisitions
Loyalty as lock-in

and retention

Customer visits

as eyeballs and traffic

Customer relationships

as garden to be tended
Marketer as gardener
Partners as players in

the ecosystem

Customer loyalty as roots
Lifetime profits as harvest
Marketing process

as seed, feed and yield
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The underlying reason for this shift is the rise of information
democracy made possible by the internet. For information symmetry
(characterized by scarce information, ill-informed customers, monologue
kind-of exchanges and ‘command-and-control’ marketing) the society is
moving towards information democracy (characterized by ubiquitous
information, well-informed customers, conversations kind-of exchanges
and ‘connect-and-collaborate’ marketing). The Cluetrain Manifesto

(www.cluetrain.org) describes markets as conversations in the following

manner:

Markets are conversations. Their members communicate
in language that is natural, open, honest, direct, funny and often
shocking... Most corporations, on the other hand, only know
how to talk in the soothing, humorless monotone of the mission
statement, marketing brochure, and your-call-is-important-to-us
busy signal. Same old tone, same old lies. No wonder networked
markets have no respect for companies unable or unwilling to
speak as they do.

In the connected world, the empowered customers can: (1)
Get objective information for multiple suppliers without relying on the
manufacturer or the retailer (e.g., Edmunds.com); (2) Initiate requests for
information and advertising from manufacturers (e.g., DealTime.com);
(3) Design and configure customized offerings (e.g., Dell.com); (4) Use
buying agents to pit sellers against each-other (e.g., Free markets Online);
(5) Unbundle offerings and arbitrage-across channels (e.g. Ritz Camera);
(6) Pay by the minute, by the month, by the mile (e.g., IBM e-business on
demand) and (7) Communicate with peers and experts for feedback on

products and brands (e.gi:Amazon.com and Epinions.com)

6% %
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Lesson 1.3 - Marketing Process

Objectives

In this lesson, we will introduce you to the activities that makeup
the marketing process. After you work out this lesson, you should be able

to:

p Identify the parts of the marketing process

P Understand the relationships among the parts of the marketing

process

P Explain how the marketing process creates, captures and

sustains value for the customer

Learning Objectives
In this lesson, we will discuss.the following

p Formulation,of/marketing strategy

P Marketing planning

P Marketing programming, allocating and budgeting
P .‘Marketing implementation

P Monitoring and auditing

P Analysis and research

P Schematic of marketing process

Introduction

While there is lot of focus on the substance of marketing,
particularly the marketing mix, an equally important aspect of marketing

is the marketing process - how marketers do their job. The process is
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equal in importance to the substance because the process determines the
nature and quality of the decisions made. A good process is likely to lead
to a good decision. On the other hand, a faulty process will produce a

good decision only on a random or accidental basis.

The marketing process can be divided in several different ways.

One popular conceptualization of marketing tasks is:

1. Strategy formulation - the development of the broadest

marketing/business strategies with the longest term impact.

2. Marketing planning - the development of longer-term plans
which have generally stronger impact than the short-term

programs.

3. Marketing programming, allocating and budgeting - the
development of short-term programs which generally focus
on integrated approaches for a given product and on the

allocation of scarce resources.

4. Marketing implementation - the actual task of getting the

marketing job done.

5. Monitoring and auditing - the review and’analysis of
programs, plans and strategies to assess their success and to

determine what changes must be'made

6. Analysis and research - the.deliberate and careful acquisition
and examination of qualitative and quantitative data to improve

decision making

Though implied and considered as part of the overall corporate
planning, the importance of situation analysis can never be undermined
during marketing strategy formulation. Especially under product policies,
but throughout the marketing mix elements, the company, customer
and competitive scanning is so essential to marketing success. Situation
analysis describes the process by which environmental assessment,
marketing research and market size/growth estimates get done. It pays
particular attention to environment scanning skills useful in forecasting

and modeling consumer behavior.
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It is important to note that each part of the process is intimately
related to the other parts of the process. Figure 1.3.1 is an attempt to
capture the more important relationships. The dividing lines between any
two parts of the process are vague and unclear. This is particularly true of
those elements of the processes which are clearly connected. For example,
the distinction between a marketing plan and a marketing program is
very unclear for many. But the precise boundaries are not as important
as the general concept. Each element can be divided into smaller sub
elements. For example, marketing planning includes market assessment
which is the evaluation and selection to serve specific customer markets.

Product line planning is another sub element of marketing planning.

Figure 1.3.1 Relationships among the six parts of the marketing process

Strategy
Formation
A
- Marketing
Planning
A

A

Programming,
Allocating and
Budgeting

Y
Implementation

Analysis
and
Research

A

Maonitoring
and
Auditing

v

hd
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Formulation of marketing strategy

Strategy formulation is the broadest, longest-term marketing
activity. At this stage, complex and subtle integration with other corporate
functions is required. All of the functional strategies must fit together
into a business strategy. Because marketing deals with customers and
the competitive environment, it is an early part of the total strategy
formulation process. When done well, it is impossible to separate the
marketing strategy from the corporate strategy. The two meld into a

unified whole.

The strategic process is one of working with market dynamics (a
particular segment or selection of the market) to achieve a solid positioning
of the product/service offering that contains a clear ‘benefit promise’ to
the consumer which is differentiable from the offers of the competition
and which thus positions the firm well for potential competitive responses

to its actions.

For instance, a going company may choose strategies
like diversification or expansion to achieve growth. It implies
that marketers go either for product development or market
development strategies.

Marketing Planning

Marketing planning involyés-objectives and plans with a 2-5
year time horizon and is thus. further from day-to-day activity of
implementation. Because .of their broader nature and longer-term
impact, plans are typically developed by a combination of higher-level
line managers and staff specialists. If the specialists take over the process,
it loses the commitment and expertise of the line managers who are
responsible for carrying out the plan. The planning process is probably
more important than the final planning document. The process ensures
that a realistic, sensible, consistent document is produced and leads to

important organizational learning and development in its own right.

In accordance with the strategy chosen, a long term plan of
financing the project of expansion or diversification with details of

acquisition of machinery and equipment, searching and choosing sources

3L.
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of materials, recruiting and training of human resources, on operational
side and on the marketing side the development of four Ps, for a product

or product line.

Marketing Programming, Allocating and Budgeting

This part of the marketing process involves a good deal of detail

and focuses generally on the one-year time horizon.

Programs will be determined by the nature of the company’s
organization. They can be related to either one element of the marketing
mix such as distribution for one or more products or to all elements of the

mix for a single product or market.

e In functional type of organization (i.e. separation of marketing
functions such as advertising, sales, etc.), programs will focus on

one aspect of the mix across all products and markets.

e In product or market type organization, programs tend to be for

each of the product or market.

Allocating is a necessary. function because there is never enough
of any scarce resource such as‘advertising budget or distribution effort
to meet the ‘needs’ of all products, markets and programs. In many ways,
marketing is deciding.what not to do: which prospects not to sell to,
which products not to produce to, etc. Allocation is the formal process of
choosing what te do and what not to do, as well as choosing how much to
do. Because'marketers tend to be optimists, they often underestimate the
amount of effort which will be required to accomplish a goal. Allocation
requires the stark realism to separate the clearly feasible from the hopeful.

It forces the marketer to set explicit priorities and to make hard decisions.

Budgeting reflects the programs and allocations in a set of
quantitative forecasts or estimates which are important within and beyond

the marketing function. The budgets generally include:

(i) Financial proformas which are used by the control and finance

functions to forecast cash flows and needs.

(ii) Unit sales forecasts.
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Marketing Implementation

This is the execution phase which, in part produces the actual
results. Poor implementation can ruin even the best strategies, plans and
programs. The total purpose of all that goes before implementation is to

ensure excellent execution.

Implementation means different things to different people in the

organization.

To the salesperson, it means going through all of the steps of the
selling process to obtain the desired results. It involves understanding
the time bound targets tied to budgets, and performing activities
like prospecting, contacting, presenting the products, convincing the
prospects and clinching the sale. The progress is monitored by standards

like sales calls /day, costs/call, sales orders /sales calls, and others.

Because of the relatively short time frame involved in most
implementation activities, monitoring and auditing are.generally easier
than for the longer-term strategies and plans. Marketing implementation
focuses on prospects, customers, distributors, retailers, centers of
influence (who are the influencers in a buyingidecision - they specify but
do not purchase). Marketing implementation also includes dealing with
other functional areas to gain support'and to develop coordination. For
example, product managers must implement their plans and programs
through product development, production, service and logistics personnel

in other functional areas.

Marketing implementation involves a very interesting tension
between the structures the firm puts in place to guide marketing efforts
and the skills of the managers doing the marketing job. In most firms, what
happens is that over time the structures become rigid and dysfunctional
to changing marketplace needs, which guides the firm to destinations
it does not want to reach! It is only by the timely intervention of the
marketers, using their personal skills to ‘subvert the organization toward

quality’ that good marketing actions result.

33.
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Monitoring and Auditing

While auditing normally refers to an activity which is done only
on certain occasions, monitoring generally refers to a more day-to-day
review activity. It also often refers more to a review of external data than
internal activities. It, too, is an important part of the total marketing
process because it provides a frequent check of progress against plans and

programs.

One reason to develop plans, programs and budgets is to have a set
of goals or standards against which to measure performance. Marketing
audits usually include two parts. The first is an assessment of performance
against quantitative goals. The second part of a comprehensive audit
reviews the processes and other non-quantifiable aspects of the marketing
operation. Because marketing is a mixture of art and science, quantitative
and qualitative, and because it involves so many interactive variables, it is

hard to audit. Standards are few and comparisons are difficult.

The audit raises a variety of important topics:

1. Who should perform the audit? Can the planners, programmers
and executors audit their own performance without bias? If they
cannot, who knows-enough about the operation to perform the
audit? Should outsiders such as consultants be involved and in

what capacity?

2. How oftenshould the audit be performed? Should it be on a regular

basis or only at certain important points?

3. How comprehensive should the audit be? Should it involve all

aspects of marketing or just some?

Analysis and Research

All marketing decisions should be based upon knowledge and
careful analysis. Knowledge can be sourced either from intelligence
or from research. While formal analysis and research are important,
nothing replaces common sense and good judgment. It implies that

managers should develop intelligence- a knowledge base- by observing
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the developments in the environment. When intelligence is inadequate
formal research becomes necessary. The analysis and research need not
be quantitative, but it should be deliberate and should be matched to the

magnitude of the decision being made.

The marketer’s kit has some very powerful analytical tools and the
rapid development of decision support systems, mathematics including
statistics, and other supporting disciplines such as psychology and
sociology insure that the diversity and power of the tools will continue to
increase. All of the tools must be applied carefully and intelligently to the
decision at hand. It is a fine line, indeed between healthy skepticism and
arrogant neglect of useful tools. The right analytical tool well applied can

substantially improve marketing decision making.

Table 1.3.1 has two dimensions. The first is temporal - it shows
the natural development from strategy formulation through planning,
programming, allocating and budgeting on to implementation. This
process is not nearly as ‘clean and separated’ as the table implies. The

activities are interrelated and contemporaneous.

The second dimension is the lateral connectiontoe other functional
parts of the organization, such as production and-operations, finance,
control and human resources management. Each step has a company or
business counterpart in the right-hand column. The marketing strategy
thus becomes part of the total corporate strategy, which includes all

functional areas.

The marketing plan is-often part of a broader corporate business
plan. The marketing plan:is usually the ‘front end’ of the corporate plan,
because it spells out the operation, human and financial resources needed

to support the organization’s approach to its markets.
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Table 1.3.1 Activities and Lateral Connections

Time
Horizon

Activities

Names of
Activities

Lateral
Connecions

Lung

Medium

Short

1. set overall, long-
term goals and
basic approach to
marketplace

2. set two- to five-
vear objectives and
plans with more
detail for shorter
time horizons

3. set one-year ob-
jectives and de-
tailed plans; allo-
cate resources to
achieve goals spec-
ified in 3 and 4

4. execute plans,
programs and bud-
gets

5. evaluate re-
sults of execution
against goals set
in steps 1, 3 and
4, above; specify
corrective  action
where necessary

6. gather and ana-
lyze quantitative
and qualitative
data from within

and outside the
company

1. formulation
of marketing
strategy

2. marketing
planning

3. marketing
programming,
allocating and

budgeting

4, marketing
implementation

5. munituring
and auditing

6. analysis and
research

L. corporate
strategy

2, business

plan

3 uperating
programs

and budgets

4, uperating
activities

5. business
audits

6. business
an al]rsi s and
research
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Marketing programs and budgets are usually part of the
organization’s fundamental operating documents. For example, the sales
forecasts in the programs and budgets become the production schedule
for the manufacturing function. Those, in turn, become the staffing
programs for the human resource function and indicate the working
capital needs to be supported by the financial function. If finance cannot
support such a high level of inventory and accounts receivable, the sales
forecast, production schedule and staffing program must be scaled
down. In most organizations, great effort must be devoted to such lateral
connections. The coordination needs are very high and the amount of
conflict often great. Risk aversion and opportunity sensitivity differ
among functions. Varying reward systems sometimes encourage different
types of behaviour. The organization must develop formal and informal

ways to foster good, open lateral connections.
Schematic of Marketing Process

Figure 1.3.2 represents a schematic describing a general process of
marketing strategy development. As shown, five major areas of analysis
(5 Cs) underlie marketing decision making - customers, company,
competitors, collaborators and context. The questions.to raise in each of

these areas are:

. Customer needs - What needs do we seek to satisfy?

. Company skills - What special competencies do we possess to

meet those needs?

. Competition - Who competes with us in meeting these
needs?

. Collaborators -  Who should we enlist to help us and how do
we motivate them?

. Context - What  environmental (say, cultural,

technological or legal)

factors limit what is possible?

This leads first to specification of a target market and desired
positioning and then to the marketing mix (4 Ps). This results in customer

acquisition and retention strategies driving the firm’s profitability. In
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this schematic, value creation happens by identifying target segment,
establishing a product/service positioning and developing the suitable
product, place (distribution) and promotion for the chosen market
segment. The pricing decision helps to capture value - for the company
and for the customer. Value is sustained by acquiring and retaining the

customers at a profit for the firm.

Figure 1.3.2 Schematic of marketing process

Marketing Mix (The 4 Ps)

l

L

Note: 1 — Creating value; 2 — Capturing value; 3 - Sustaining value

%%
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Lesson 1.4 - Marketing Environment

Objectives

In this lesson, we will introduce you to the forces that define

marketing’s external environment. After you work out this lesson, you
should be able to:

» Identify, analyze and monitor external forces and assess their

potential impacts on the firm’s goods and services

» Understand how marketers formulate their strategy within
the frame of reference provided by the forces in the external

environment

Learning Objectives
In this lesson, we will discuss the following

» Competitive environment
» Political-legal environment
» Economic environment

» Technological'environment

» Social-cultural environment

Introduction

Industry competition, legal constraints, the impact of technology
on product design and social concerns are some of the many important
conditions that shape the business environment. This lesson examines the
forces that define marketing’s external environment. Every organization

needs to think seriously about the environments in which it operates. All
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firms must identify, analyze and monitor external forces and assess their
potential impacts on the firm’s goods and services. Although external
forces frequently operate outside the marketing manager’s control,
decision makers still must consider those ‘uncontrollable’ influences
together with the variables of the marketing mix in developing the firm’s

marketing plan and strategies.
Environmental Scanning and Environmental Management

Marketers must carefully and continually monitor crucial trends
and developments in the business environment. Environmental scanning
is the process of collecting information about the external marketing
environment to identify and interpret potential trends. This activity
then seeks to analyze the collected information and determine whether
identified trends represent opportunities or threats to the company. This
judgment, in turn, allows a firm to determine the best response to a

particular environmental change.

Environmental scanning is a vital component of effective
environmental management. Environmental management is the effort
to attain organizational objectives by predicting and influencing the
firm’s competitive, political-legal,~economic, technological and social-
cultural environments. The {development of a global marketplace has
complicated environmental scanning and environmental management.
These processes may now need to track political developments, economic

trends and cultural influences anywhere in the world.

While the marketing environment may exceed the confines of the
firm and its marketing mix components, effective marketers continually
seek to predict its impact on marketing decisions and to modify its

conditions whenever possible.
The Competitive Environment

The interactive exchange in the marketplace as organizations
vie with one another to satisfy customers creates the competitive
environment. Marketing decisions by each individual firm influence
consumer responses in the marketplace. They also affect the marketing

strategies of competitors. As a consequence, decision makers must
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continually monitor competitors’ marketing activities — their products,

channels, prices and promotions.
Structurally, competition can be viewed in the following way.
(i) Monopoly

Few organizations enjoy monopoly positions in the marketplace.
In India, Indian Railways is a monopoly firm. Utilities such as electricity,
water and cooking gas accept considerable regulation from local
authorities. Other firms, such as manufacturers of pharmaceutical

products, sometimes achieve temporary monopolies as a result of patents.
(ii) Oligopoly

When competitors are few and each one exercises some influence
on market dynamics, it is called oligopoly. Firms in telecom, cement, and
steel are examples. Prices and production levels are fixed by formation of

cartels or pools.
(iii) Monopolistic competition

When competitors are many and each.one’has a unique product to
offer same needs the competition is termed as monopolistic competition.
It is called non-price competition and features competition. Products like
toothpastes, shampoos, fairness creams, have number of brands rolled out
by companies like HUL, P&G, Dabur, Godrej, CavinKare. They compete

within a price range offering a‘different feature.

Yet another way of looking at competition is by considering the

three types of competition.
Generic competition
Every product is in competition with every other product.

The income of a consumer is divided into savings, consumption and

investment.
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Therefore, TV is in competition with products of savings like insurance
or savings bonds, investment options like shares of companies, interest
payments for housing loan, or consumption products like refrigerator, micro

oven, Steel cupboard, scooter and holiday trip.

Form competition

The second type of competition involves products that users can
substitute for one another. In the transportation industry, the no-frills, low-

cost airliners compete with train and luxury bus services.

A change such as a price increase or an improvement in a product’s

capabilities can directly affect demand for substitute products.

Brand competition Direct competition occurs among marketers
of similar products, as when an insurance firm competes with other
insurance firms. LIC competes with Postal department , Reliance, Birla and

others.

Traditional economic analysis views competition as a battle among
companies in a single industry or among firms that product substitute
goods and services. Marketers must, however, accept the argument that

all firms compete for a limitedpool of discretionary buying power.

Because the competitive environment often determines the success
or failure of a product, marketers must continually assess competitors’
marketing strategies. A firm must carefully monitor new product offerings
with technological advances, price reductions, special promotions or
other competitive variations, and the firm’s marketing mix may require

adjustments to counter these changes.

Every firm’s marketers must develop an effective strategy for
dealing with its competitive environment. One company may compete
in a broad range of markets in many areas of the world. Another may
specialize in particular market segments, such as those determined by
customers’ geographic, age or income characteristics. Determining a

competitive strategy involves answering three questions:
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(1) Should we compete?

The answer to this questions depends on the firm’s resources,
objectives and expectations for the market’s profit potential. A firm may
decide not to pursue or continue operating a potentially successful venture

that does not mesh with its resources, objectives or profit expectations.

(2) If so, in what markets should we compete?

The answer requires marketers to acknowledge their limited
resources (sales personnel, advertising budgets, product development
capabilities and so on). They must accept responsibility for allocating

these resources to the areas of greatest opportunity.
(3) How should we compete?

This requires marketers to make product, pricing, distribution and
promotional decisions that give their firm a competitive advantage in the
marketplace. Firms can compete on a wide variety of claims, including
product quality, price and customer service. For example, a retailer may
gain competitive advantage by providing superior customer service, while

another retailer competes by providing low prices:

With increased international competition and rapid changes in
technology, many firms are using time as a strategic competitive weapon.
A time-based competition strategy seeks to develop and distribute
goods and services more quickly than competitors. The flexibility and
responsiveness of a timesbased strategy enables the firm to improve
product quality, reduce costs, respond to competition and expand
the variety of its products to cover new market segments and enhance

customer satisfaction.
The Political-Legal Environment

No one should start playing a new game without first understanding
the rules, yet some businesses exhibit remarkably limited knowledge about
marketing’s political-legal environment - thelaws and their interpretations

that require firms to operate under certain competitive conditions and to
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protect consumer rights. Ignorance of laws, ordinances and regulations
or failure to comply with them can result in fines, embarrassing negative

publicity and possibly expensive civil damage suits.

Businesses need considerable diligence to understand the legal
framework for their marketing decisions. Numerous laws and regulations
affect those decisions, many of them vaguely stated and inconsistently
enforced by a multitude of different authorities. Regulations affect
marketing practices, as do the actions of independent regulatory agencies.
These requirement and prohibitions touch on all aspects of marketing
decision making - designing, labeling, packaging, distributing, advertising
and promoting goods and services. To cope with the vast, complex and
changing political-legal environment, many large firms have in-house
legal department; small firms often seek professional advice from legal
experts. All marketers, however, should be aware of the major regulations
that affect their activities. Consumer Protection Act(COPRA), Sale of
Goods Act, Contract Act, Copy Right Act, and others are to be kept in

mind while taking decisions.

Some of potential issues from the political-legal environment to

affect businesses include:

> The national foreign ‘policy can dominate the international
business decisions,of the local firms. EXIM policy and FOREX
policy restrict the flow of goods and monies from India or into
India.

» The political ideology of the Government can affect the
international brands wanting to enter a market. When Janata Party
was in power during 1960s, ,Coco cola was asked to leave our
country. After liberalization policy in 1990s, it reentered India.

Today MNCs have free entry into our country.

» The competitors who work closely with the government can help
erect trade barriers for a firm. Reliance could lobby against TATAs

when Rajiv Gandhi was Prime Minister.

» Global trade organizations can enforce trade barriers when their
regulations and guidelines are not observed. WTO is now deciding

the rules of game for trade world over.
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» A host nation may levy anti-dumping duties on a foreign firm and
such a decision may be dominated by the local businesses lobbying

with the government. When

» Copyright infringements, trademark and intellectual property
rights violations. Intellectual Property rights of basmati was

contested by India when USA made claim for it.

» Direct comparative advertisements may not be allowed in few

countries

» Use of children is advertising and advertising to children are

banned in certain countries.

» Price regulations preempt any pricing strategy of a firm. Steel

industry is India is subject to price regulation.

»> A detailed displaying of the ingredients in product labels is
mandatory in most countries. In India, Packaging Acts specify
such conditions. The Infant Milk Substitutes, Feeding Bottles and
Infant Foods (Regulation of production, Supply and Distribution)
Act, 1992, The Edible Oils Packaging (Regulation) Order, 1998 etc

govern the packaging decisions.

» Industry watch dogs and consumer groups are always on the prowl
for any unethical trade practices. In India consumer associations
like Mumbai Grahak Panchayat,Censumer Guidance Society of
India, Common Cause and Veluntary Organisation in Interest
of Consumer Education aré active. Also environmentalists and
animal lovers from time to.time protest exploitation of nature and

animals.

Each one of the above issues has serious implications for the marketer
in his marketing decision making. Ignorance of the law is no excuse and

breaking of the law is an offence.
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The Economic Environment

Marketing’s economic environment consists of forces that influence

consumer buying power and marketing strategies. They include the stage

of the

business cycle, inflation, unemployment, resource availability and

income.

(i)Stage of business cycle:

Historically, a nation’s economy tends to follow a cyclical pattern

consisting of four stages: prosperity, recession, depression and recovery.

Consumer buying differs in each stage of the business cycle and marketers

must adjust their strategies accordingly.

>

In times of prosperity, consumer spending maintains a brisk pace.
Marketers respond by expanding product lines, increasing promotional
efforts and expanding distribution in order to raise market share and

raising prices to widen their profit margins.

During recessions, consumers. frequently shift their buying
patterns to emphasize basic, functional products