Module 2
Topics of Discussion
PRODUCT
BRANDS
PRODUCT LIFE CYCLE
NEW PRODUCT DEVELOPMENT
PACKAGING
PRICE

Product
• The noun product is defined as a “thing
produced by labor or effort”.
• It is the “result of an act or a process”

Commercial meaning of product was first used
by political economist Adam Smith

Different Meanings
In marketing
In retailing

In manufacturing
In general

Different Meanings
In marketing

a product is anything that
can be offered to a market
that might satisfy a want
or a need.

In retailing

In manufacturing
In general

Different Meanings
In marketing
In retailing

products are called
merchandise
which can be used to
buy and sell

In manufacturing
In general

Different Meanings
In marketing
In retailing

In manufacturing
In general

products
are
purchased as raw
materials and sold
as finished goods

Different Meanings
In marketing
In retailing
product may refer to a single
In manufacturing
item or unit, a group of
equivalent products, a grouping
of goods or services, or an
In general industrial classification for goods
or services

1.

Tangibility – Those that can be seen,
touched, and felt.
Eg. pen, car, TV,

2. . Consumer satisfaction – products are
capable of satisfying consumer
needs and wants.
3. Associated attributes – those features
that the products carry with them
like colour, shape, label, warranty
etc.
4. Exchange Value – Products are capable
of being exchanged from the
seller to the buyer for a price.

Characteristics of Consumer
products :
1. Final Consumption
2. Finished Products
3. Utility
4. Associated Services
5. Brand Name
6. Symbolism
7.Communication Packages
8. Numerous Buyers
9.Small quantity Purchase
10.Personal consideration

Characteristics of Consumer Goods:
Consumer goods
1. Final Consumption
are purchased for
2. Finished Products
final
consumption.
3. Utility
4. Associated Services
5. Brand Name
6. Symbolism
7.Communication Packages
8. Numerous Buyers
9.Small quantity Purchase
10.Personal consideration

Characteristics of Consumer Goods:
1. Final Consumption
Normally consumer
2. Finished Products
goods are finished
3. Utility
products.
4. Associated Services
5. Brand Name
6. Symbolism
7.Communication Packages
8. Numerous Buyers
9.Small quantity Purchase
10.Personal consideration

Characteristics of Consumer Goods:
1. Final Consumption
Consumer goods are
2. Finished Products
able to fulfill the
3. Utility
needs
of
the
4. Associated Services
consumers.
5. Brand Name
6. Symbolism
7.Communication Packages
8. Numerous Buyers
9.Small quantity Purchase
10.Personal consideration

Characteristics of Consumer Goods:
1. Final Consumption
2. Finished Products
3. Utility
4. Associated Services
5. Brand Name
6. Symbolism
7.Communication Packages
8. Numerous Buyers
9.Small quantity Purchase
10.Personal consideration

Consumer
goods accompany
extra benefits like
free delivery,
warranty, after sale
services,
repairs,
credit facilities etc.

Characteristics of Consumer Goods:
1. Final Consumption
2. Finished Products
3. Utility
4. Associated Services
5. Brand Name
6. Symbolism
7.Communication Packages
8. Numerous Buyers
9.Small quantity Purchase
10.Personal consideration

Normally
the
consumer products
have brand name –
the name
by
which the product is
known.

Characteristics of Consumer Goods:
1. Final Consumption
2. Finished Products
A consumer product
3. Utility
may convey different
4. Associated Services
meaning to different
5. Brand Name
customers.
6. Symbolism
Eg. A car –prestige,
7.Communication Packages status, convenience,
8. Numerous Buyers
etc.
9.Small quantity Purchase
10.Personal consideration

Characteristics of Consumer Goods:
1. Final Consumption
2. Finished Products
3. Utility
4. Associated Services
5. Brand Name
6. Symbolism
7.Communication Packages
8. Numerous Buyers
9.Small quantity Purchase
10.Personal consideration

Every
consumer
product
conveys
some
information
about itself to the
consumer like its
use, price, content,
maker etc.

Characteristics of Consumer Goods:
1. Final Consumption
2. Finished Products
3. Utility
4. Associated Services
5. Brand Name
6. Symbolism
7.Communication Packages There
are
many
8. Numerous Buyers
buyers for consumer
9.Small quantity Purchase goods.
10.Personal consideration

Characteristics of Consumer Goods:
1. Final Consumption
2. Finished Products
3. Utility
4. Associated Services
5. Brand Name
6. Symbolism
7.Communication Packages
8. Numerous Buyers
9.Small quantity Purchase
10.Personal consideration

Usually
consumers
buy goods in small
quantity to satisfy
temporary needs.

Characteristics of Consumer Goods:
1. Final Consumption
2. Finished Products
3. Utility
4. Associated Services
5. Brand Name
6. Symbolism
7.Communication Packages
The consumers seek
8. Numerous Buyers
9.Small quantity Purchase self satisfaction from
10.Personal consideration the consumption of
consumer goods.

ACCORDING TO KOTLER,
THERE ARE FIVE LEVELS TO A
PRODUCT.
Potential

Augmented
Expected
Basic

Core

ACCORDING TO KOTLER,
THERE ARE FIVE LEVELS TO A
PRODUCT.
Potential
Augmented
Expected
Basic

The most fundamental level
is core benefit or core
product.
It
is
the
fundamental benefit that a
product delivers.

Eg. a room hired in a hotel
Core

ACCORDING TO KOTLER,
THERE ARE FIVE LEVELS TO A
PRODUCT.
Potential

This is the actual product a
consumer is buying.

Augmented
Expected
Basic

Eg. a hotel room includes
basic product like bed,
bathroom, towel, fan, table,
chair.
It is also called generic
product.

Core

ACCORDING TO KOTLER,
THERE ARE FIVE LEVELS TO A
PRODUCT.
Potential

Augmented
Expected
Basic

Core

This is about all aspects the
consumer expects to get
when they purchase a
product.
A hotel room having clean
bathroom, neat bed, fresh
water, proper lighting etc.

ACCORDING TO KOTLER,
THERE ARE FIVE LEVELS TO A
PRODUCT.
Potential

Augmented
Expected
Basic

Core

This refers to all additional
factors which sets the
product apart from that of
the competition. And this
particularly involves brand
identity and image.

A hotel room having TV,
room slippers, telephone,
fine dining services etc.

ACCORDING TO KOTLER,
THERE ARE FIVE LEVELS TO A
PRODUCT.
Potential

Augmented
Expected
Basic

Core

This is about
augmentations and
transformations that the
product may undergo in the
future.
A hotel room having free
breakfast, welcome drink,
high speed internet and wifi
facilities etc.

CLASSIFICATION OF PRODUCTS

Classification
I.
II.
III.
IV.

Consumer and Industrial Products
Durable and Non-Durable Products
Convenience, Shopping and Specialty Goods
Tangible and Intangible goods

CONSUMER & INDUSTRIAL
PRODUCTS

Consumer Goods

Consumer Goods

“Products bought by final consumers for personal
consumption”

Industrial Goods

Industrial Goods

It is meant for the production of other goods, for some business
or for institutional purposes.
Industrial goods are classified into four production facilities and equipments
 production materials
 production supplies
 management materials.

DURABLE AND NON-DURABLE
PRODUCTS

Durable Goods

Durable Goods
Durable goods tend
to have a long useful
life.

Non-durable Goods

Non-durable Goods
Goods consumed in a short time or
that have short useful lives

CONVENIENCE, SHOPPING ,
UNSOUGHT & SPECIALTY GOODS

Convenience Goods

Convenience Goods
Product that the customer usually buys frequently, immediately, and with a
minimum of comparison and buying effort.
Convenience goods can be further divided into three
groups.

a. Staple goods – Goods purchased on a regular basis
eg. soap, tooth paste, bread, milk etc.

b. Impulse goods – Goods purchased without any
planning or intention. When the consumer is buying
other products, these goods are purchased on impulse.
Eg. soft drinks, sweets.

c. Emergency goods – Goods purchased immediately to
fill an urgent need.
Eg. medicine

Shopping Goods

Shopping Goods

Goods which the consumer, in the process of selection and
purchase, characteristically compares for suitability, quality,
price, style etc.

Speciality Goods

Speciality Goods

Consumer products with unique characteristics or brand
identification for which a significant group of buyers is willing to
make a special purchase effort.

Unsought Products

Unsought Products

Unsought products are consumer products that the
consumer either does not know about or knows about
but does not normally think of buying.

Tangible and Intangible goods

Tangible goods

Those goods which have physical
appearance and which can be seen or
touched by the consumers.
Eg. TV, pen, shirt, desk etc.

Intangible goods

Services are mainly considered as intangible
goods. They have no physical form, but
their benefits are capable of being
experienced by the buyers.
Eg. teaching, serving, banking etc.

FMCG
Fast Moving Consumer Goods (FMCG).
These are products that have quick turn over and
relatively of low cost.
They are also known as Consumer Packaged Goods
(CPGs).
Eg. soft drinks, grocery items etc.

Industrial
Goods

Industrial goods are those goods used for making other products
or providing some other business or institutional purposes.

Types of industrial goods

1. Raw Materials

These are goods undergoing manufacturing process and converted into finished
output. There are two types of raw materials – natural products (fish, crude oil,
iron ore etc) and farm products (wheat, cotton, coconut etc)

2. Manufactured
Materials and
Parts

These are partly processed goods which are used to make finished output. They
fall in two types – Component materials like iron, cement etc, manufacturing
machines etc. and component parts like tyre, motors, buttons etc.

3. Installations

These refer to long lasting and costly items used for carrying out the
manufacturing operations. Eg. Generators

4. Equipments

These refer to tools and equipments used for manufacturing.
Eg. drilling machines, hand tools etc.

5. Operating
supplies

These are low priced supplies for facilitating manufacturing operations.
Eg. Lubricants, cotton waste etc.

6. Management
materials

These refer to office equipments like type writer, pen, computer, paper
etc.

BRAND
A Brand is a symbol, a Mark or a Name
that acts as a means of communication
which brings about an identity of a
product.

Definition
“Brand is a name, term, symbol or a design or a
combination of these which is intended to
identify the goods or services of one seller or
group of sellers and to differentiate them from
those of the competitors”
- Committee on Definitions A.M.A.

Brand Name - an arbitrarily adopted name that is given by
a manufacturer or merchant to an article or service to
distinguish it as produced or sold by that manufacturer
or merchant and that may be used and protected as a
trademark.

Brand Mark – It is that part of brand which appears as a
symbol, design, picture or colouring which are not
pronounceable.

Trade Mark – It is the legal version of the brand. When a
brand is registered it becomes a trade mark.
Branding – It is giving name to a product by which it should
become and familiar among the consumers.

Manufacturer Brands:
Dealer Brands:

Generic Brands:
Family Brands:
Individual Brands:

Co-Brands:
Licensed Brands:

Kinds of Brand

Manufacturer Brands:
Dealer Brands:

Generic Brands:

These are developed and owned by the
producers, who are usually involved
with distribution, promotion and
pricing decisions of the brands

Family Brands:
Individual Brands:

Co-Brands:
Licensed Brands:

Kinds of Brand

Manufacturer Brands:
Dealer Brands:

Generic Brands:
Family Brands:
Individual Brands:

Co-Brands:
Licensed Brands:

Kinds of Brand

Manufacturer Brands:
Dealer Brands:

Generic Brands:

• These are brands initiated and
owned by the wholesalers or
retailers.

Family Brands:
Individual Brands:

Co-Brands:
Licensed Brands:

Kinds of Brand

Manufacturer Brands:
Dealer Brands:

Generic Brands:
Family Brands:
Individual Brands:

Co-Brands:
Licensed Brands:

Kinds of Brand

Manufacturer Brands:
Dealer Brands:

Generic Brands:
Family Brands:

It indicates only the product category
and do not include the company name
or other identifying terms.

Individual Brands:

Co-Brands:
Licensed Brands:

Kinds of Brand

Manufacturer Brands:
Dealer Brands:

Generic Brands:
Family Brands:
Individual Brands:

Co-Brands:
Licensed Brands:

Kinds of Brand

Manufacturer Brands:
Dealer Brands:

Generic Brands:
Family Brands:
Individual Brands:

• A single brand name for the whole
line of items which are closely
related.

Co-Brands:
Licensed Brands:

Kinds of Brand

Manufacturer Brands:
Dealer Brands:

Generic Brands:
Family Brands:
Individual Brands:

Co-Brands:
Licensed Brands:

Kinds of Brand

Manufacturer Brands:
Dealer Brands:

Generic Brands:
Family Brands:
Individual Brands:

Co-Brands:

• Each product has a special brand
name.

Licensed Brands:

Kinds of Brand

Manufacturer Brands:
Dealer Brands:

Generic Brands:
Family Brands:
Individual Brands:

Co-Brands:
Licensed Brands:

Kinds of Brand

Manufacturer Brands:
Dealer Brands:

Generic Brands:
Family Brands:
Individual Brands:

Co-Brands:
Licensed Brands:

• It uses two individual brands on a
single product.

Kinds of Brand

Manufacturer Brands:
Dealer Brands:

Generic Brands:
Family Brands:
Individual Brands:

• It uses two individual brands on a
single product.

Co-Brands:
Licensed Brands:

Kinds of Brand

Manufacturer Brands:
Dealer Brands:

Generic Brands:
Family Brands:
Individual Brands:

Co-Brands:
Licensed Brands:

• It involves licensing of trade marks.

Kinds of Brand

Manufacturer Brands:
Dealer Brands:

Generic Brands:
Family Brands:
Individual Brands:

Co-Brands:
Licensed Brands:

Kinds Of Brand

Role of Branding
•
•
•
•
•

Brand is a massive asset (intangible asset)
Brand is a promotional tool
Brand is a weapon to protect the market
Brand is an antidote for middlemen’s survival
Brand is the means of identification for
customers

Essentials of a

Good
BRAND NAME

A GOOD BRAND NAME MUST BE
Easy to pronounce and remember
Short and sweet
Points out the producer
Legally protectable – trade marks

Original
Reflect product dimensions

Functions of Branding:
1. It helps in distinguishing one product from other similar products.
2. It is used for advertising the product
3. It is a powerful instrument for sales promotion.
4. Registered brand name protects the product from imitation by
other manufactures.
5. It ensures standard of quality of the product.
6. Helps the middlemen to sell the products easily.
7. Helps to build goodwill for the firm.
8. Helps to build brand loyalty to the products.
9. Helps the manufactures to introduce new products comfortably.
10. Helps in creating demand and pushing up the sale.

Branding Merits

To
Manufacturers

To Wholesalers
and Retailers

To Consumers

Merits to Manufacturers
• Product gets INDIVIDUALITY
• CONTROL of product price
• Increases BARGAINING POWER (already there is a
‘pull’ so further ‘push’ is not required)
• It reduces ADVERTISING COSTS
• Ever Increasing DEMAND
• Introduction of NEW PRODUCT is made easy
• It is a POWERFUL WEAPON for product
differentiation

Merits to Wholesalers and Retailers
• Quicker Sales
• Advertising and Display of products is made
easier
• Better market share and more control over the
market
• Introduction of new product is made easier
• Branded products have more stabilized prices
• Economical way of doing business (no new brand
creation – using the goodwill of different brands)

Merits to Consumers
•
•
•
•
•

Brand stands for quality
Consumer protection against cheating
Branded products reflect their life style
Steady and regular supply of products
Prevalence of stable prices

Disadvantages of Branding:
1. Makes the products expensive.
2. It is not easy to build up brand reputation and
brand loyalty.
3. Branded goods give lower margin of profit.
4. Branding does not always ensure quality.
5. Branding discourages consumers from trying
out other brands.
6. Consumers are confused with regard to the
selection of the products
7. It promotes unfair competition.

• “ A favorable attitude and consistent
purchase of a particular brand.”

Three Levels Of Brand Loyalty.
1) Brand
Recognition:

people are familiar with
the product and they are
likely to
buy it.

Three Levels Of Brand Loyalty.
1) Brand
Recognition:

people are familiar with
the product and they are
likely to
buy it.

2) Brand
Preference:

people adopt the
product- that is, they
habitually buy it, if it is
available.

Three Levels Of Brand Loyalty.
1) Brand
Recognition:

2) Brand
Preference:

People are familiar with
the product and they are
likely to
buy it.

People adopt the
product- that is, they
habitually buy it if it is
available.

3) Brand
Insistence:

Stage at which people
will not accept any other
substitute.

Definition
“Brand Equity refers to a set of assets and
liabilities of a brand, its name and symbol that
add to or subtract from the value provided by
the product or service to a firm or to the firm’s
competitions.”
-David A. Aasker

The BRAND’S ASSETS can be categorized into 5
groups as listed by David A. Aasker -

Brand Equity

Brand Equity
1. Awareness:
Awareness of the brand name among target customers is the
first step in the equity building process. Awareness essentially
means that customers know about the existence of the brand
and can also recall what category the brand is in.
2. Brand associations:
Anything that is connected to the customer’s
memory about the brand is an association.
Customers form associations on the basis of quality
perceptions, their interactions with employees and
the organization, advertisements of the brand, price
points at which the brand is sold, product
categories that the brand is in etc.

4. Perceived quality:
Perceived quality is also a brand association. It is
the perception of the customer about the overall
quality of a brand. In assessing quality, the
customer takes into consideration the performance
of the brand on parameters that are important to
him, and makes a relative judgment about quality
by assessing competitor’s offerings as well.

3. Brand loyalty:
A customer is brand loyal when he purchases
one brand from among a set of alternatives
consistently over a period of time. In the
traditional sense, brand loyalty was always
considered to be related to repetitive
purchase behaviour.
5. Other proprietary brand assets:
Proprietary
assets
include
patents,
trademarks and channel relationships. These
assets are valuable as they prevent
competitors from attacking the company and
prevent the erosion of competitive
advantages and loyal customer base.

Advantages of Brand Equity:
1. Higher level of consumer awareness and
brand loyalty reduces marketing costs.
2. Increases the bargaining power of the firm
in dealing with the distributors.
3. The firm can easily under take brand
extension
4. Can sell the product with high price.

THE PRODUCT LIFE CYCLE

Product Life Cycle:
• Product life cycle is the entire lifecycle of a product from
inception, through engineering design and manufacture, to
service and disposal of manufactured products.
• PLC integrates people, data, processes and business systems
and provides product information for companies and their
extended enterprises.

• According to Arch Palton,
“Life cycle of a product is akin to human life cycle from
several angles. Like a human being, the products also take
birth, have rapid growth, attain maturity and then enters the
declining stage”.
• The concept of Product life cycle was popularized by
Theodore Levitt in 1965.

TIME

SALES

1. Introduction Stage:
Product is introduced in the market with the intention to build a clear identity and heavy promotion is
done to create maximum awareness. Before actual offering of the product to customers, product
passes through product development, involves prototype and market tests.
Companies incur more costs in this phase and also bear additional cost for distribution. On the other
hand, there will be only a few customers at this stage,. So during introductory stage company’s
profits shows a negative figure because of huge cost but low sales volume.
At introduction stage, the company aims at establishing a market and arising demand for the product.
So, the impact on marketing mix is as follows:
Product
Branding, quality and intellectual properties and protections are obtained to stimulate consumers for
the entire product category. Product is under more consideration, as first impression is the best
impression.
Price
High (skim) pricing is used for making high profits with the intention to cover initial cost in a short
period and low pricing is used to penetrate and gain the market share. Company’s choice of pricing
strategy depends on their goals.
Place
Distribution at this stage is usually selective and scattered.
Promotion
At this stage, promotion is done with the intention to build brand awareness. Samples/trials are
provided that is fruitful in attracting early adopters and potential customers. Promotional programs
are more essential in this phase. It is as much important as to produce the product because it positions
the product.

2. Growth Stage
•

In this stage, company’s sales and profits starts increasing and competition also
begins to increase. The product becomes well recognized at this stage and some of
the buyers repeat the purchase patterns. During this stage, firms focus on brand
preference and gaining market share. It is the market acceptance stage. But due to
competition, company invest more in advertisement to convince customers, so
profits may decline near the end of growth stage.

•

Impact on 4 P’s of marketing is as under:

•

Product - Along with maintaining the existing quality, new features and
improvements in product quality may be done. All this is done to compete
and maintain the market share.

•

Price - Price is maintained or may be increased as company gets high demand at
low competition or it may be reduced to attract more customers.

•

Distribution - Distribution becomes more significant with the increase demand and
acceptability of product. More channels are added for intensive distribution in
order to meet increasing demand. On the other hand resellers start getting
interested in the product, so trade discounts are also minimal.

•

Promotion - At growth stage, promotion is increased. When acceptability of product
increases, more efforts are made for brand preference and loyalty

3. Maturity stage
At maturity stage, brand awareness is strong and the sale continues to grow but at a
declining rate as compared to the previous stage. At this stage, there are more competitors
with the same products. So, the companies defend the market share and extend the
product life cycle, rather than going for profits, by offering sales promotions to encourage
retailers to give more shelf space to the product than that of the competitors. At this stage
usually loyal customers make purchases.
Marketing mix decisions include:
Product - At maturity stage, companies add features and modify the product in order to
compete in the market and differentiate the product from that of the competitors. This is
the best stage to get dominance over competitors and increase market share.
Price - Because of intense competition, at maturity stage, price is reduced in order to
compete. It attracts the price conscious segment and retains the customers.
Distribution - New channels are added to face intense competition and incentives are offered
to retailers to get shelf preference over competitors.
Promotion - Promotion is done in order to create product differentiation and loyalty.
Incentives are also offered to attract more customers.

4. Decline stage
This stage shows decline in sales, change in trends and unfavorable economic
conditions. At this stage the demand falls and the sales declines. It may also be
due to the introduction of new products or change in the taste of the customers.
At decline stage company has three options:
1.

Maintain the product, reduce cost and find new uses for the product.

2.

Harvest the product by reducing marketing cost and continue offering the
product to loyal niche until zero profit.

3.

Discontinue the product when there is no profit or a successor is available.
Sell out to competitors who want to keep the product.

• At declining stage, marketing mix decisions depends on company’s strategy. For
example, if company wants to harvest, the product will remain same and price
will be reduced. In case of liquidation (come to an end), supply will be reduced
dramatically.

NEW PRODUCT DEVELOPMENT
• Improving and updating products is an
ongoing task as "needs and wants" of the
consumer continuously change.
• A failure to develop products could result in a
reduction in sales if consumers decide to buy
competitor’s products.

NEW PRODUCT DEVELOLOPMENT

NEW PRODUCT DEVELOLOPMENT

Different firms will have different
Idea Generation.
strategies on how to approach new
products.

 Some firm’s stockholders may want to
Screening and Evaluation:
minimize risk and avoid investing in
innovations.
Business Analysis.
 Some firms can only survive if they
innovate frequently and have
stockholders who are willing to take the
Development:
risk.

Market Testing:
Commercialization:

NEW PRODUCT DEVELOLOPMENT
New Product Strategy Development.
New product ideas have to come from
somewhere.
But where do organizations get their ideas
Screening and Evaluation:
for NPD? Sources include:

Business Analysis.

Development:
Market Testing:
Commercialization:

Market Research
Employees
Consultants
Competitors
Customers
Distributors and Suppliers

Firms receive a large number of ideas each
year and can only invest in some of them.

NEW PRODUCT DEVELOLOPMENT
New Product Strategy Development.
Idea Generation.

Involves shifting through the ideas generated
Business Analysis.and selecting those which are feasible and
practical to develop.
Selecting impractical ideas is expensive and
Development:
waste of resources.

Market Testing:
Commercialization:

NEW PRODUCT DEVELOLOPMENT
New Product Strategy Development.
Idea Generation.
Screening and Evaluation:
.

Development:
Market Testing:
Commercialization:

Ideas are now exposed to more rigorous
analysis.
Profit projections, risks, market size, and
competitive responses are considered.
If promising, market research may be
done.

NEW PRODUCT DEVELOLOPMENT
New Product Strategy Development.
Idea Generation.
Screening and Evaluation:
Business Analysis.

:
Market Testing:
Commercialization:

The product is designed and manufacturing
facilities are planned.

NEW PRODUCT DEVELOLOPMENT
New Product Strategy Development.
Idea Generation.
Screening and Evaluation:
Business Analysis.

Development:
Frequently, firms will try to “test” a product
in one region to see if it has market, before
it is released nationally and internationally.

Commercialization:

NEW PRODUCT DEVELOLOPMENT
New Product Strategy Development.
Idea Generation.
Screening and Evaluation:
Business Analysis.

Development:
Market Testing:

Facilities to manufacture the product on a
larger scale are now put into operation and
the firm starts a national marketing
campaign and distribution effort.

Packaging

Which will you buy????

Color of the packet :

Blue

= Toned milk

Green

= Standardized milk

Red

= Full cream milk

Mejenda = Double toned milk

Introduction
Packaging is the other side of product
identification.
Traditional View - Product Protection
Modern View - Product Promotion
Image builder tool

Meaning
‘Packaging’ is a process that speaks of
company’s ability to contain economically man
made or natural products for shipment, storage,
sale or final use.
It is the act of housing the product in the
packages or containers like tins, cans, bags, jars,
bottles, boxes, kegs and the like.

Definition
“Packaging is an activity which is concerned with
the protection, economy, convenience and
promotional considerations”
- Prof. Philip Kotler

Package and Packaging
A ’Package’ is a wrapper or a container in which
a product is enclosed, encased, housed or
sealed.
‘Packaging’ on the other hand, deals with the
activities of planning and designing of different
means of packaging the product.

Objectives
•
•
•
•
•

Product Protection
Product Identification
Product Convenience
Product Profit Generation
Product Promotion
1.
2.
3.
4.

Self Advertising
Point of purchase display
Media of advertising
Product publicity

Roles / Functions
1.
2.
3.
4.
5.
6.

It protects the content
It acts as a promotional tool
It provides user convenience
It facilitates product identification
It allows easy product-mix
It extends product life cycle

Essentials of Good Packaging
1.
2.
3.
4.
5.
6.
7.

It should protect the content
It should be attractive
It should impart convenience
It should guarantee economy
It should assure adjustability
It should be pollution free
It should be informative

Packaging Strategies
1.
2.
3.
4.

Family packaging strategy
Multiple packaging strategy
Reuse packaging strategy
Ecological packaging strategy

Family Packaging Strategy

Multiple packaging Strategy

Reuse Packaging Strategy

V/s

V/s

Ecological Packaging Strategy

PRODUCT LABELING

Labeling is the act of attaching or tagging labels.
A Label is anything – may be piece of paper, printed statement,
imprinted metal – which is either part of the package or attached
to it, indicating the value, content, price, product name and place
of the producer/s.

It carries verbal information about the product, producer or such
beneficial information to be useful to the consumers

Product Labeling

Purpose
1.
2.
3.
4.

To bring home the product features
To facilitate exchange process
To encourage self service
To make known Product related services
1. Product Support Services
2. Product Credit Services
3. Product Guarantees and Warrantees

PRICING

PRICE
• “Price is the amount of money for which a
thing is bought or sold”.

PRICING
• The art of translating the value of the product
into quantitative terms (rupees and price) or a
unit of service to customers at a point in time.

Definition
“Pricing is a managerial task that involves
establishing their relevance and significance,
determining the product value in monetary
terms and formulation of price policies and
the strategies, implementing them and
controlling them for the best results.”
- Prof. K.C. Kite

Role of Pricing
•
•
•
•
•
•
•

Price is the axis of an economy
Price regulates demand
Price is a competitive weapon
Price is the determinant of profitability
Price is a decision input
Price maintains desired return on investment
Price builds image and goodwill.

Factors Affecting Pricing Decisions

Internal

External

Internal
`
• Organizational Factors
• Management
• Share holders
• Managers

• Marketing Mix
• Four P’s
• System relation - a change in one element will immediately
affect the other

• Product Differentiation
• Product characteristics
• Product design
• Package

Internal
• Product Cost – cost must cover
• Cost of production
•
•
•
•
•

Material expenses
Labor expenses
Overhead expenses
Administrative expenses
Selling expenses

• PLC – Price variation at different stages
•
•
•
•

Introduction - lower price
Growth – increased price
Maturity- market price
Decline – reduced price

Internal
• Pricing Objectives –

Possible pricing

• objectives include:
• To maximize profit
• To achieve a target return on investment
• To achieve a target sales figure
• To achieve a target market share
• To match the competition, rather than lead the market

Functional Position
• Manufacturer
• Wholesaler
• Retailer

External
• Product Demand
– Inelastic demand –fix higher price
– Elastic demand –fix lower price

• Competition
– Monopolist business - it can set any price
– Perfect competition - no choice - should accept the market price

• Economic Condition
–
–
–
–

Inflation – higher price
Deflation – reduced price
Recession - reduced price
Boom - higher price

Trade cycle

External

• The buyer behaviour
• Govt. Regulations
– Taxation
– Trade policies - FDI

• Ethical Considerations

• Distribution channels
– Longer the distribution channels, higher the price and vice versa

Appropriate Approach to Pricing
1.
2.
3.
4.
5.
6.
7.
8.

Identify the customers
Estimate the demand
Determine the competitors price
Identify the alternative basic price
Calculate manufacturer’s net price
Estimate costs
Calculate expected profit
Repeat the analysis for each major
segments

Types of pricing

Pricing Policy

Pricing Strategy

Pricing Policy Vs Pricing Strategy
•

Pricing policy is based on
cost,value,demand and
competition that allows
management to set pricing
strategy.
• Pricing policy is general
• Pricing policy is a guide to
the management
• Pricing policy is for longer
period

• Pricing strategy is the use
of pricing policy to
identify a product's or
service's optimum price in
the market place.
• Pricing strategy is specific
• Pricing strategy is applied
to achieve a selected
objective
• Pricing strategy is a
temporary measure

TYPES OF PRICING POLICIES
Cost Based Pricing Policies:

Demand Based Pricing Policies:

Competition Based Pricing Policies:

Value Based Pricing Policies:

TYPES OF PRICING POLICIES
• Cost Based Pricing Policies: Setting price on the
basis of the total cost per unit. There are four
methods as follows:
1. Cost Plus Pricing
cost plus a percentage of profit
2. Target Pricing
cost plus a pre determined target rate of return
3. Marginal Cost Pricing
fixed plus variable costs
4. Break-Even Pricing
where total sales = total cost (no profit, no loss point)

TYPES OF PRICING POLICIES
• Demand Based Pricing Policies: Setting price on the
basis of the demand for the product.
• There are two methods of Demand based pricing:
1. Premium Pricing
Use a high price where there is a uniqueness about
the product or service. This approach is used when a
substantial competitive advantage exists.
2. Differential Pricing
Same product is sold at different prices to different
consumers.

TYPES OF PRICING POLICIES
• Competition Based Pricing Policies: Setting price
on the basis of the competition for the product.
There are three methods as follows:
1. Going Rate Pricing
Many marketers feel that lowering the price to be
more competitive can be disastrous for them and so
instead, they settle for a price that is close to their
competitors.
2. Customary Pricing
Prices for certain commodities get fixed because they
have prevailed over a long period of time.
3. Sealed Bid Pricing
Firms have to quote less price than that of
competitors. Tenders , winning contracts etc.

Going Rate Policy
Our possible price alternatives
Costs
cost of sales

Competitor
Rs. 5000

1

2

3

Rs. 5100

Rs. 5100

Rs. 5100

Profit Margin Rs. 1000

Rs. 900

Rs. 800

Final Price

Rs. 6000

Rs. 5900

Rs. 6000

Going Rate Policy
Our possible price alternatives
Costs

1

2

3

Rs. 5100

Rs. 5100

Rs. 5100

Profit Margin Rs. 1000

Rs. 900

Rs. 1000

Rs. 800

Final Price

Rs. 6000

Rs. 6100

Rs. 5900

cost of sales

Competitor
Rs. 5000

Rs. 6000

Going Rate Policy
Our possible price alternatives
Costs

1

2

3

Rs. 5100

Rs. 5100

Rs. 5100

Profit Margin Rs. 1000

Rs. 900

Rs. 1000

Rs. 800

Final Price

Rs. 6000

Rs. 6100

Rs. 5900

cost of sales

Competitor
Rs. 5000

Rs. 6000

Going Rate Policy
Our possible price alternatives
Costs

1

2

3

Rs. 5100

Rs. 5100

Rs. 5100

Profit Margin Rs. 1000

Rs. 900

Rs. 1000

Rs. 800

Final Price

Rs. 6000

Rs. 6100

Rs. 5900

cost of sales

Competitor
Rs. 5000

Rs. 6000

Sales Bid Pricing
To offer to do work or provide a service for a particular
price, in competition with other companies, etc.
Our possible price alternatives

Costs
cost of
sales

Competitor

1

2

3

Rs. 5000

Rs. 5100 Rs. 5100 Rs. 5100

Profit
Margin

Rs. 1000

Rs. 900

Final Price

Rs. 6000

Rs. 6000 Rs. 6100 Rs. 5900

Rs. 1000 Rs. 800

Sales Bid Pricing
To offer to do a work or provide a service for a particular price, in
competition with other companies.

Our possible price alternatives
Costs

Competitor

1

2

3

cost of
sales

Rs. 5000

Rs. 5100 Rs. 5100 Rs. 5100

Profit
Margin

Rs. 1000

Rs. 900

Final Price

Rs. 6000

Rs. 6000 Rs. 6100 Rs. 5900

Rs. 1000 Rs. 800

TYPES OF PRICING POLICIES
• Value Based Pricing Policies: It is based on the value
the product gives to the customer. The following are
the pricing method based on customer value.
1. Perceived- Value Pricing
This is the method of judging the demand on the basis of the
value perceived by the consumer on the product. This method
the price fixed on the basis of value perceived by the buyer of
the product rather than the seller’s cost.

2. V
Value of Money Pricing
Price is based on the value which the consumers get from the
product they buy. It is used as a competitive marketing strategy.

Perceived Value Pricing
Rs 80000

only if equal to the competitor

Plus

Rs.10000

Price Premium for extra durability

Plus

Rs.10000

Price Premium for extra reliability

Plus

Rs.10000

Price Premium for superior service

Plus

Rs.10000

Price Premium for extra waranty

minus

Rs.120000

The Package value

Rs. 20000

discount

Rs.100000

Final Price

Types of pricing

Pricing Strategy

TYPES OF PRICING STRATEGY
Common pricing strategies

Pricing strategies for new products

Pricing strategies for PLC

Pricing strategies for price adjustment

TYPES OF PRICING STRATEGY
Common pricing strategies

• Psychological Pricing.
Its used when the marketer wants the consumer to respond on
an emotional, rather than rational basis. The price create an
impression in the consumer that the prices are low

• Geographical Pricing.
Geographical pricing is where there are variations in the price of
the same product in different parts of the world.

TYPES OF PRICING STRATEGY
Common pricing strategies

Product Bundle Pricing.
Here sellers combine several products in the same
package. This also serves to move old stock.

Price Bundle Pricing.
A group of products are sold as a bundle at a price lower
than the total of the individual price .

TYPES OF PRICING STRATEGY
Common pricing strategies

• Dual Pricing.
The same product is sold at two different prices at the
same place.

• Mark up pricing
Used by wholesalers and retailers. When the goods
received by the retailer he adds a certain per cent to the
wholesaler’s price.

TYPES OF PRICING STRATEGY
Common pricing strategies

• Product line pricing.
Where there is a range of products or services, the pricing
reflect the benefits for parts of the range.

• Captive product pricing
Where products have complements, companies will charge a
premium price for captive product and charge a lower price for
the main product .

TYPES OF PRICING STRATEGY
Pricing strategies for new products

• Skimming pricing:
It aimed at gaining a premium from those buyers who are
always ready to pay a much higher price than others.
High initial price is charged when a new product is
introduced in the market and later price is lowered
according to the situation.

TYPES OF PRICING STRATEGY
Pricing strategies for new products

• Penetration pricing:
The price charged for products and services is set
artificially low in order to gain market share. Once this is
achieved, the price is increased.

TYPES OF PRICING STRATEGY
Pricing strategies for new products

• Competitive pricing:
The producer of a new product may decide to fix the price
at competitive level.
This is used when market is highly competitive and the
product is not differentiated significantly from the
competitive products.

TYPES OF PRICING STRATEGY
Pricing strategies for new products

• Predatory pricing:
When a firm sets a very low price for its products with the
intention of driving its competitors out of business.

TYPES OF PRICING STRATEGY
Pricing strategies for PLC
introduction

Skimming pricing:
Rapid Skimming pricing: fixing a high price with high promotional expenses
Slow Skimming pricing: fixing a high price with low promotional expenses

Penetration pricing:
Rapid Penetration pricing: keeping low price with high promotional expenses.
Slow Penetration pricing: keeping low price with low promotional expenses

TYPES OF PRICING STRATEGY
Pricing strategies for PLC
introduction

Growth

Going Rate Pricing
Sealed Bid Pricing

TYPES OF PRICING STRATEGY
Pricing strategies for PLC
introduction

Growth

Psychological Pricing.
Product line pricing.

Product Bundle Pricing.
Price Bundle Pricing.

Maturity

TYPES OF PRICING STRATEGY
Pricing strategies for PLC
introduction

Growth

Break-Even Pricing

Maturity

Decline

TYPES OF PRICING STRATEGY
Pricing strategies for price adjustment

1. Discount pricing
Cash discount : price reduction to buyers who pay
their bills promptly
Quantity discount : price reduction to buyers who buy
in large volume
Trade/functional discount : it is offered to channel
members who perform some additional functions
(selling, storing)

Seasonal discount : price reduction to buyers who buy
goods or services out of season.

TYPES OF PRICING STRATEGY
Pricing strategies for price adjustment

2. Discriminatory pricing:
Customer –segment pricing : different customers pay
different prices for the same product
Product form pricing: different versions of the product
are priced differently
Location pricing : customers of different locations are
priced differently even though the cost of offering
each location is same
Time pricing : prices varying according to the season,
month or time of the day

TYPES OF PRICING STRATEGY
Pricing strategies for price adjustments

3. Psychological pricing:
4. Promotional pricing:
companies offer temporary price below the product cost
5.Geographical pricing:
6. International pricing:
• Company set a uniform world wide price
• Company set a different adjusted world wide price

Distribution System

• Creating a customer is a
major task of marketing

Delivering the goods to
the customer is the most
critical task in marketing

Two Components of Distribution
System

Physical
Distribution

Channel
Distribution

Physical Distribution
• Physical distribution is a marketing activity
that is concerned with the handling and the
movement of goods.
• It is the coordination of activities to place the
right quantity of right goods at the desired
place and time.

• “Physical distribution involves planning,
implementing and controlling the physical
flow of materials and final goods from the
point of origin to meet the customer needs at
a profit.”
• Phillip Kotler

Channel of distribution
• Channel of distribution is an organized
network of agencies which, perform all the
activities to link producers with users and
users with producers to accomplish the
marketing task.

”It is a set of independent organizations involved
in the process of making a product or service
available for use or consumption.”
Phillip Kotler

Physical distribution VS Channel of Distribution
Physical distribution is
a broader concept, it
includes channel of
distribution.
Physical distribution is
concerned with
transportation,
storage, warehousing,
etc

Channel of
distribution refers to
the process or
intermediaries
through which goods
move from the
producer to the
ultimate consumer

Physical distribution VS Channel of Distribution
Physical Distribution

Channel Distribution

1. Broader Concept
1. Narrow concept
2. Includes channel distribution
2. Only a part of physical distribution
3. Concerned with transportation, storage, 3. It is a process or intermediaries through
warehousing, packing etc.
which goods move from producer to the
consumer.
4. It is a technical function as it ensures the 4. It is a chain of middlemen involved in the
availability of product at the right time in
distribution of goods.
the right place.
5. It is path through which goods flow to the
consumers

Elements of Distribution Mix:
1. Channels of distribution - Distribution channel includes agent,
middlemen, wholesaler, retailers etc. They gather information,
develop communication, place order, provide storage, assume risks
etc.
2. Warehousing – Every company has to store finished goods until they
are sold. The storage function helps to provide the products to
consumers as per the demand. Storage of products are done in
warehouses.
3. Transportation – It is a physical means whereby goods are
transferred from the place of production to the place of
consumption. Here two things are to be considered- cost of
transportation and the method of transportation.
4. Inventory – It is the company’s merchandise, raw materials, and
finished and unfinished products which have not yet been sold.
Inventory has to be maintained to the optimum level for the proper
management of goods.

ROLE/IMPORTANCE OF PHYSICAL DISTRIBUTION
SYSTEM
Creation of Utilities:

Improved consumer services:

Cut in distribution cost:

Increased market share:

Price stabilization:

ROLE/IMPORTANCE OF PHYSICAL DISTRIBUTION
SYSTEM
Creation of Utilities:

Improved consumer services:

Cut in distribution cost:

Increased market share:

Price stabilization:

Creation of utility is addition of value to a
product/service.
Place utility- Transport system creates place
utility by making goods reach the right place.
Time utility - Warehousing system is known
for creating time utility.

ROLE/IMPORTANCE OF PHYSICAL DISTRIBUTION
SYSTEM
Creation of Utilities:

Improved consumer services:

Cut in distribution cost:

Increased market share:

Price stabilization:

Physical distribution system
provides products at the time and
location to meet the customer needs.
Customer satisfaction through providing
customer services such as time and
dependability

ROLE/IMPORTANCE OF PHYSICAL DISTRIBUTION
SYSTEM
Creation of Utilities:

Improved consumer services:

Cut in distribution cost:

Prices consists of not only
production costs but also delivery cost.
Delivery cost can be minimized by

Increased market share:

Price stabilization:

Systematic planning in inventory
Levels
Warehousing location and operation
Transportation schedule and modes
Material handling
Order processing

ROLE/IMPORTANCE OF PHYSICAL DISTRIBUTION
SYSTEM
Creation of Utilities:

Improved consumer services:

Cut in distribution cost:

Efficient physical distribution
system can contribute towards the
objective of increased market share.
It is possible by

Increased market share:

Price stabilization:

Decentralizing the warehousing
operations
Combination of efficient and economic
means of transport
Planning inventory operations to avoid
stock outs

ROLE/IMPORTANCE OF PHYSICAL DISTRIBUTION
SYSTEM
Creation of Utilities:

Improved consumer services:

Cut in distribution cost:

Increased market share:

Price stabilization:

The transport and warehousing facilities
can bring matching adjustments
between the demand and supply of
goods thus preventing price fluctuation.

Levels of Channel Distribution

Levels of Channel Distribution

Zero level channel
One level channel
Two level channel

Three level channel

Levels of Channel Distribution

Zero level channel
The goods move directly from producer to the
consumer.

One level channel

No intermediary is involved.

Two
level
channel
This channel is preferred by manufactures of
industrial and consumer durable goods.

Three level channel

Levels of Channel Distribution

One level channel
There will be one sale’s intermediary,
One level channel
ie, retailer.
This is the most common channel for
level
channel
consumer Two
durables
such as
textiles,
shoes, ready garments etc.

Three level channel

Levels of Channel Distribution

Two level channel
This channel
haslevel
two intermediaries,
One
channel
namely wholesaler and retailer.
The companies
consumer
Two producing
level channel
non durable items use this level.

Three level channel

Levels of Channel Distribution

Three level channel
Has three intermediaries.

One
level
channel
Here goods moves from the manufacture
to the agent, to the wholesaler, to the
retailer and to the consumer.

Two level channel

It is the longest indirect channel option that
a company has.

Three level channel

Levels of Channel Distribution
producer

consumer

producer

retailer

consumer

producer

wholesaler

retailer

consumer

producer

agent

wholesaler

retailer

consumer

Factors Influencing Channel Distribution
There are a number of channels used for distributing goods to the final consumers.
Selection of appropriate channel is an important decision for the proper
distribution of products. Some of the factors which influence the channel decision
are:
I . Market Considerations
1. Nature of the Market – Nature of market is an important market consideration.
It may be a consumer or industrial market. Normally a long channel is used
for consumer market and short channel for industrial market.
2. Number of Potential Customers – If the number of potential customers is large,
the services of middle men are used and if it is small middle men are
avoided and direct selling is adopted.
3. Size of Order – If the order size is big, shot channel or direct selling is adopted
and for small quantities long channel with several middle men are used.

4. Concentration of Buyers – Direct selling or short channel is used for places
where customers are concentrated and if the customers are spread over, then
long channel may be more effective.
5. Buying habits of the Consumer – Channel selection is influenced by the buying
habits of the customers, time spent on shopping, size of the average sale,
desire for credit etc.

II. Product Considerations:
1. Perishability – Normally perishable goods are distributed through short
channel and non-perishable goods through long channel.
2. Bulk and Weight – Bulky and heavy goods are distributed directly to the
consumers and light weight and small size goods are distributed
through long channels.

3. Unit Value – If the unit value of the product is high, then direct channel is
suitable and longer channels are preferred for products with less unit
prize.
4. Technical Nature – Highly technical products are normally distributed
directly to the consumers and simple mechanical products are
distributed through longer channels.
5. Standardization – Standardized and branded products are often distributed
through longer channels and non-standardized products are sold
directly by the producer.

III. Middlemen Considerations:
1. Availability of Middlemen – Channel selection depends on the availability
of middlemen and if suitable middlemen are not available the producer
may resort to direct selling.
2. Type of Middlemen - Type of middlemen and the services rendered by
them is also a factor in the selection of the distribution channel.
3. Sales Potential – Potential Sales volume which the channel can generate is
also a determining factor in the channel selection. The producer will
select channel which offers greatest sales potential over the long run.
4. Channel Competition – The selection of a channel depends on the
competition prevailing in the distribution system. Producers may
compete with each other to use the services of same wholesalers and
retailers and wholesalers and retailers may compete with each other to
sell the same brands of products.
5. Cost of Channel – Cost of different channels are also considered when
selecting it for distribution of the products.

IV. Company Considerations:
1. Financial Strength – A financially strong company can have its own
distributing system but a financially weak company will have to
depend heavily on middlemen.
2. Experience and ability – If the producers have experience and
capability in distribution, they will do it directly or they will
depend on middlemen to do the distribution work.
3. Volume of Production – A firm producing large quantities may
distribute it directly and those firms which produce goods in
small quantities may seek the help of middlemen for distribution
of the goods.
4. Control of Channel – A producer who wants to have good control
over the distribution of his products will prefer short channel as
longer the channel less will be the control of the producer over
the distribution of the products.

Marketing intermediaries
• Marketing intermediaries are the individuals
and the organizations that perform various
functions to connect the producers with the
end users.

Marketing intermediaries

-

• Who do not
take title to
the goods
and
services but
help in
identifying
potential
customers
and even
help in
negotiation.

3. Facilitators

• Who takes
title to the
- goods and
services
and resell
them.

2. Agent middlemen

1. Merchant middlemen

• Who
facilitate the
flow of
goods and
services
from the
producer to
the
consumer or
retailer
without
taking a title
to them

Marketing Intermediaries
-

1. Merchant
middlemen

-

• They buy and sell goods at their own risk and
the price for their effort is the profit.

-

• They act as intermediaries between producers
and consumers.

Marketing intermediaries
Wholesalers

MERCHANT
MIDDLEMEN
Retailers

Wholesalers:
• Wholesaler is a trader who deals in large
quantity.

• Wholesaler purchases goods from the
producers in bulk quantity and sell it to the
retailers in small quantity.

Wholesalers:

“Wholesalers sells to the retailers or other
merchants, individuals, institutions and
commercial users, but they do not sell in
significant amount to ultimate consumers.”
(American Marketing Association)

1. Assembling and buying:

It means bringing together stocks of
different manufactures producing
same line of goods, and making
purchases in case of seasonal goods.

2. Warehousing:
3. Transporting:
4. Financing:
5. Risk bearing:
6. Grading, Packing and packaging:
7. Dispersing and selling:
8. Market information:

Wholesalers:

Functions

1. Assembling and buying:
2. Warehousing:
3. Transporting:

The warehousing function of the
wholesalers relieves both the
producers and the retailers from the
problem of storage.

4. Financing:
5. Risk bearing:
6. Grading, Packing and packaging:
7. Dispersing and selling:
8. Market information:

Wholesalers:

Functions

1. Assembling and buying:
2. Warehousing:
3. Transporting:
4. Financing:
5. Risk bearing:
6. Grading, Packing and packaging:
7. Dispersing and selling:

In the process of assembling and
warehousing, the wholesaler
undertake transportation of goods
from the producers to their
warehouses and back to the retailers

8. Market information:

Wholesalers:

Functions

1. Assembling and buying:
2. Warehousing:
3. Transporting:
4. Financing:

They grant credit on liberal terms to the
retailers and also take early delivery of
6. Grading, Packing and packaging:
stock from the manufacturers to reduce
7. Dispersing and selling:
their financial burden.
5. Risk bearing:

8. Market information:

Wholesalers:

Functions

1. Assembling and buying:
2. Warehousing:
3. Transporting:
4. Financing:
5. Risk bearing:
6. Grading, Packing and packaging:
7. Dispersing and selling:
8. Market information:

Wholesalers:

Wholesalers bear the risk of the loss of
change in price, deterioration of
quality, theft, Fire etc.

Functions

1. Assembling and buying:
2. Warehousing:
3. Transporting:
4. Financing:
5. Risk bearing:
6. Grading, Packing and packaging:
7. Dispersing and selling:
8. Market information:

Wholesalers:

By grading they sort out the stocks in
terms of size, quality, shape etc.

Functions

1. Assembling and buying:
2. Warehousing:
3. Transporting:
4. Financing:
5. Risk bearing:
6. Grading, Packing and packaging:
7. Dispersing and selling:
8. Market information:

Wholesalers:

Dispersing the goods already stored
with them to the retailers.

Functions

1. Assembling and buying:
2. Warehousing:
3. Transporting:
4. Financing:
5. Risk bearing:
6. Grading, Packing and packaging:
7. Dispersing and selling:
8. Market information:

Wholesalers:

Finally providing market
information and latest
developments in the markets to the
manufactures

Functions

Services of wholesalers

Wholesalers:
A. Services to Manufacturers

1. Helps the manufactures to get the benefit of the
economies of large scale production.
2. Helps the manufactures to save his time and
trouble by collecting orders from the retailers on
behalf of the manufactures.
3. Provides market information to the manufactures
to make modifications in the product.
4. Buys in large quantities and keeps the goods in
his warehouses.
5. Helps to maintain a steady prices for the product

Services of wholesalers

Wholesalers:
B. Services to the Retailers
1. Gives valuable advices to the retailers on
business related matters.
2. Help the retailers to get the goods easily and
quickly.
3. Render financial assistance to the retailers by
granting credit facilities.
4. Bears the risk associated with storage and
distribution of goods to a certain extend.
5. Helps the retailers to keep price steady.

Retailers:
• A retailer is the last link between the final user
and the wholesaler or the manufacturer.
• A eetailer is the one whose business is to sell a
wide variety of goods to the consumers as per
their needs.

• “Retailing includes all activities directly related
to the sale of goods and services to the
ultimate consumers for personal or non
business use.”
• Philip Kotler

Functions of retailers:
1. Buying and Assembling:-

A retailer buys goods from the
best and most dependable
wholesalers and assemble the
goods in a single shop.

2. Warehousing:
4. Risk bearing:

5. Sales promotion:
6. Financing:

7. Supply of market information:
8. Grading and Packing:

3. Selling:

Functions of retailers:
1. Buying and Assembling:-

2. Warehousing:
4. Risk bearing:

It helps the retailer to ensure
adequate and uninterrupted
supply of goods

5. Sales promotion:
6. Financing:

7. Supply of market information:
8. Grading and Packing:

3. Selling:

Functions of retailers:
1. Buying and Assembling:-

2. Warehousing:
4. Risk bearing:

It is the basic responsibility of a
retailer to bear the risk arising
out of the physical
deterioration of the goods and
changes in the prices.

5. Sales promotion:
6. Financing:

7. Supply of market information:
8. Grading and Packing:

3. Selling:

Functions of retailers:
1. Buying and Assembling:-

2. Warehousing:
4. Risk bearing:

Retailer undertakes some sales
promotion through displaying
of goods in the shop,
distribution of sales literature,
introduction of new product
etc.

5. Sales promotion:
6. Financing:

7. Supply of market information:
8. Grading and Packing:

3. Selling:

Functions of retailers:
1. Buying and Assembling:-

2. Warehousing:
4. Risk bearing:

5. Sales promotion:
6. Financing:

Retailers many grant credit in
liberal terms to the consumers
which helps them to purchase
the required goods.

7. Supply of market information:
8. Grading and Packing:

3. Selling:

Functions of retailers:
1. Buying and Assembling:-

2. Warehousing:

As being in close and constant
touch with the consumers, a
retailer can supply the market
related information to the
wholesalers and manufactures
at the earliest.

4. Risk bearing:

5. Sales promotion:
6. Financing:

7. Supply of market information:
8. Grading and Packing:

3. Selling:

Functions of retailers:
1. Buying and Assembling:-

2. Warehousing:
4. Risk bearing:

Retailers undertake second
round grading and packing
activities left by the
manufacturers and
wholesalers.

5. Sales promotion:
6. Financing:

7. Supply of market information:
8. Grading and Packing:

3. Selling:

Functions of retailers:
1. Buying and Assembling:-

2. Warehousing:
4. Risk bearing:

5. Sales promotion:

A retailer sells the products in
small quantities to the needy
consumers.

6. Financing:

7. Supply of market information:
8. Grading and Packing:

3. Selling:

Services rendered by Retailers:

A. Services to the
manufactures and
wholesalers

B. Services to the
consumers

A. Services to the manufactures and
wholesalers:
(1). Providing
information:
(2) Looks after the
distribution process:
(3 )Creation of
demand:

(4)A big relief:

Retailers provide the
wholesalers and
manufactures
information about
consumer’s needs and
wants which helps the
manufactures to produce
goods as per their
needs.

A. Services to the manufactures and
wholesalers:
(1). Providing
information:
(2) Looks after the
distribution process:
(3 )Creation of
demand:

(4)A big relief:

A retailer, in general,
looks after the entire
distribution process and
it helps the
manufactures to
concentrate on
production.

A. Services to the manufactures and
wholesalers:
(1). Providing
information:
(2) Looks after the
distribution process:
(3 )Creation of
demand:

(4)A big relief:

By giving local
advertisements and
display of goods,
retailers help to create
demand for the goods.

A. Services to the manufactures and
wholesalers:
(1). Providing
information:
(2) Looks after the
distribution process:
(3 )Creation of
demand:

(4)A big relief:

A retailer relieve the
manufacturers and
wholesalers from the
problem of
selling goods in small
quantities.

B. Services to the consumers:
(1)No need to store
goods:
(2)Largest choice:
(3) Providing
information:
(4)Granting credit:
(5) After sale
services:

A retailer holds goods
at a convenient
place, hence the
consumers need not
buy and stock goods in
large quantity.

B. Services to the consumers:
(1)No need to store
goods:
(2)Large choice:
(3) Providing
information:
(4)Granting credit:
(5) After sale
services:

Retailers collect
products from different
manufactures and it
enables the
consumers to have
large choice at cost and
quality.

B. Services to the consumers:
(1)No need to store
goods:
(2)Largest choice:
(3) Providing
information:
(4)Granting credit:
(5) After sale
services:

A retailer supplies
information about the
introduction of new
products in the market
and its features.

B. Services to the consumers:
(1)No need to store
goods:
(2)Largest choice:
(3) Providing
information:
(4)Granting credit:
(5) After sale
services:

Most of the retailers
grant credit facilities to
regular customers.

B. Services to the consumers:
(1)No need to store
goods:
(2)Largest choice:
(3) Providing
information:
(4)Granting credit:
(5) After sale
services:

Retailer provides after sales
services to the ultimate
consumers to ensure shop
loyalty to them.

TYPES OF RETAILERS
1. Small Scale Retailers

2. Large Scale Retailers

1. Small Scale Retailers:

(A) Unit Stores: These are the retail stores run
on proprietary basis dealing in general stores
or single line stores.

1. Small Scale Retailers:

(B) Street Traders: They are the retailers who
display their stocks on foot paths or by the
side walks of busy streets.

1. Small Scale Retailers:

(C) Market Traders: These retailers open their
shops on fixed days or dates in specified areas.
The time interval may be week or a month.

1. Small Scale Retailers:

(D) Hawkers And Peddlers: This type of retailers
do not have any fixed place of business. They
carry goods from one place to another. They
keep on moving from locality to locality.

1. Small Scale Retailers:

(E) Cheap-jacks: Cheap jack is a retailer who has
fixed place of business in a locality but goes on
changing his place to exploit the market
opportunities.

2. Large Scale Retailers:

(A)Departmental Stores: A departmental store
carries several product lines, invariably all that
is required by a typical house hold.
It includes food, clothing, appliances, other
house hold goods, furnishings, gifts etc.

2. Large Scale Retailers:

(B) Multiple Shops: A retail store dealing in
restricted range of articles operating in
different localities under central ownership.
It works on centralized buying and
decentralized selling.
It is also known as a chain store.

2. Large Scale Retailers:

(C) Mail Order Houses: Customers do not visit
the seller’s premises and there is no personal
inspection of goods before the purchase.
Orders are received from customers through
post/call and the goods are also sold through
home delivery

2. Large Scale Retailers:

(D) Consumer Co-operatives: Stores owned by a
group of consumers themselves or by the
government on cooperative principles.
Here the store purchases in bulk quantity and
sells at a reasonable price to eliminate the
exploitation of middlemen.

2. Large Scale Retailers:

(E) Super Markets: This is a large, low cost, low
margin, high volume, self service operation
designed to serve customer’s needs for food
laundry and house hold products

2. Large Scale Retailers:

(F) Discount Stores: Discount stores are the
ones that sell standard merchandise at lower
prize than conventional merchants by
accepting lower margins but pushing for high
volume of sale.

2. Large Scale Retailers:

(G) Convenience Store: These are generally food
stores that are much smaller in size than the
supermarkets.
They are conveniently located in residential
pick up and drop out areas along with other
business.

2. Large Scale Retailers:

(H) Speciality Store: These are the ones that
carry a narrow product line with a deep
assortment within that line.
They provide opportunities for market
segmentation, focused marketing, and
creation of brand equity.

Non Store Retailing

 Direct Selling
 Direct Marketing
 Automatic Vending.

Non Store Retailing
• Non-store retailing is the selling of goods and services outside the confines
of a retail facility. It is a generic term describing retailing taking place
outside of shops and stores
1. Direct Selling – This refers to sale of product to ultimate consumers
through face-to-face sales presentations at home or in the work place. This is
traditionally known as door-to-door selling and is the oldest form of nonstore retailing.
2. Direct Marketing – It is a system in which the producers and consumers
come into direct contact and business is done directly without any
intermediaries. This system tries to build a long relationship with the
customers and helps to retain them as customers in the future.
– It is an interactive marketing system that uses one or more advertising media to
effect a measurable response and transaction at any location.
– Direct marketing is non-store retailing that uses non-personal media to introduce
products to consumers who then purchase the product by mail or telephone.
– It is any activity which creates and exploits a direct relationship between the
seller and the customer.

Features of Direct Marketing:
1. It goes directly to an indentified person or household
2. It is interactive
3. It makes use of customer database
4. The responses can be accurately measured
5. It creates relationship between marketers and customers
Growth of Direct Marketing:
Some of the reasons for the growth of direct marketing are:
1. Change in the life style and technological advancement
2. More women entering the work force
3. Credit card explosion
Difference between Direct Marketing and Advertising:
Direct Marketing

Advertising

1. Promotes selling to individuals
1. Promotes mass selling
2. Marketer controls the product till the 2. No personal relationship
delivery
3. It is used to get immediate response
3. Marketers lose control over the products
as it enters distribution channel
4. Effectiveness can be easily measured
4. Used to build image, loyalty etc
5. Build personal relationship with each 5. Difficult to measure the effectiveness
consumer

Forms of Direct Marketing
1. Catalogue Marketing – Here the organization provides a catalogue from which the
customers make selection and place order by mail or telephone. It involves selling
through catalogues mailed to selected customers. It began in 1872 when Montgomery
Ward in USA issued it first catalogue to rural families.
2. Direct –Response Marketing - Direct response marketing, is designed to evoke an
immediate response and compel prospects to take some specific action, such as opting
in to your email list, picking up the phone and calling for more information, placing an
order or being directed to a web page. Payment is usually done by credit card.
Eg. Calling toll free number, filling up a form in the magazine or newspaper etc.
3. Television Home shopping – This type of marketing was developed with the advent of
cable TV. Shopping channels are television speciality channels targeted towards home
shop consumers by broadcasting product demonstrations or explanations. Many of the
major shopping channels broadcast live 24/7, such as QVC and HSN.
4. Kiosk Marketing – Kiosks are information and ordering machines placed in stores, airports
and other locations. These machines provide information about the products and
customers can order any product through it. These machines provide customers with
facilities for determining the size, colour etc of the products.
5. Vending Machines – Retailing through vending machines is becoming popular in towns
and cities. A vending machine is a machine that dispenses items such as snacks,
beverages, alcohol, cigarettes, lottery tickets to customers automatically, after the
customer inserts currency or credit into the machine. The first modern vending
machines were developed in England in the early 19th century and dispensed postcards.

Telemarketing:
Telemarketing is a non-store method of direct marketing in which a
salesperson solicits prospective customers to buy products or services, either
over the phone or through a subsequent face to face or Web conferencing
appointment scheduled during the call. It is a kind of personal selling
wherein the interaction occurs over the telephone and other
telecommunication media.
One form of telemarketing is telephone retailing where marketers sell goods
and services through telephone.
It is similar to a cold call. Cold call is a method of prospecting in which
sales people telephone or go to see potential customers without
appointments.
Telemarketing can be divided into two types.
1. Outbound Telemarketing – This is the process in which the company
contacts the potential customers to sell its product or services.
2. Inbound Telemarketing – This a process of placing order by customers
through making calls to the company. Many companies have toll-free
numbers to serve the customers better.

Advantages:
1. Marketer can reach number of customers
2. It can be used to supplement door to door and other selling
methods.
3. It is a time saving and cheap marketing method
4. Immediate response is obtained through telemarketing.
5. It gives opportunities to target specific market segments.
Disadvantages:
1. When telephone number changes call will go waste
2. When the number is busy, it may be annoying
3. May not get connection when needed.
4. No possibility of examining the goods before the purchase.
5. It lacks privacy.

Advantages of Direct Marketing:
1. Makes shopping more convenient to the consumers
2. Saves time spent on shopping
3. Provides large selection of goods and detailed information about
the goods
4. Helps to build personal relationship with customers
5. Increases the sales
6. Reduces the operating costs
7. Able to main the secrecy of the selling strategy
Disadvantages of Direct Marketing:
1. Sometimes the consumers do not get the chance to physically
examine the goods before purchase.
2. Dishonest traders can cheat the consumers
3. Personal relationship is not always possible with the customers
4. It is a threat to traditional retail stores

Integrated Marketing Communications
• IMC is a process for planning and monitoring
the brand messages that create customer
relationships”
- Prof. Tom Duncan

Promotion
Promotion is the process of marketing
communication involving information, persuasion
and influence.

Definition:
American Marketing Association – Promotion is
the personal or impersonal process of assisting
and or persuading a prospective customer to buy a
product or service or to act favorably upon an idea
that has commercial significance to the seller.

Objectives of Promotion:
1. To provide information
2. To persuade Consumers
3. To differentiate the products
4. To remind the customers
5. To counter competition
6. To build a favourable image
7. To build brand loyalty
8. To stimulate demand
9. To stabilize sales
10. To retain the loyal customers.
11. To help the distributors and agents.

Differences between Promotion and
Selling
Selling

Promotion

1. Narrow term
2. Transfer of title from seller
to buyer
3. Does
not
include
advertisement and other
demand creating methods.

Broader term.
It has different activities to be
seen to.
Advertisements and all means
used to make known about the
products is part of promotion.

Importance of Promotion:
Promotion has an indispensable role in the modern marketing and is absolutely necessary for
marketing products and services. Some of the importance of promotion are:
•1. Business Importance – Marketers can create brand loyalty only through promotion and
it is needed both for large and small business enterprises. It communicates information about
quality, price and other features of the product to the potential consumers. Promotion
increases the business of the organization as it serves as percussive communication.
Promotion has become inevitable in the present competitive environment.
•2. Economic Importance – Promotion promotes employment to people. It economizes the
production process and reduces the cost per unit of output thus reducing the price.
It has also found that advertising subsidizes the informational content of newspapers and the
broadcast media.
•3. Social Importance – Promotion provides freedom of choice for the consumers. It also
helps in achieving socially – oriented objectives like discouraging smoking and drinking,
giving awareness about family planning, physical fitness, elimination of drug abuse, dowry
system etc.
•4. Importance to Non-Business Organization – Non-business organizations also has
benefits due to promotion. They use promotional strategies to promote their ideas and
programmes. Promotion helps to make public the view points of different organizations.

Promotion Mix: ( IMC)
Promotion mix means all those activities
undertaken to promote sale of products.
It is the combination of the elements of
Promotion.

Tools of Promotion Mix
Advertising
Public Relations
Publicity
Sales Promotion
Direct Marketing
Personal Selling
Internet and Online Marketing
Event Marketing

Advertising

Advertising
• Anything that calls attention to a product or
service
Examples: - TV commercial
- Newspaper/magazine ad
- Poster
- Clothing
- Cigarette lighter, ….

Various Advertising Medias
•
•
•
•
•
•

Newspapers
Magazines
TV
Radio
Outdoor advertisings
Direct mail etc….

Public Relations
“Public Relations is the deliberate, planned and
sustained effort to establish and maintain
mutual understanding between an organization
and its publics.”
- Institute of Public Relations, USA

PUBLICITY
• Public Relations and Publicity have distinct
meaning and coverage.
• Publicity is the stories and brand mentions
delivered by the mass media without charge.
• As it is unpaid media, the media do not charge
for using brand or product or sense stories as
they charge for advertising.

Definition
“Any form of non-paid personal presentation of
goods, services or ideas to a group; such
presentation may be or may not be sponsored
by the one responsible for it and it may not be
paid for.”
-AMA

Sales-Promotion
• The Fastest growing segment of PromotionMix
• Sales-Promotion = special offers
• Communicating with the audience through a
variety of non-personal non media mediums
such as free samples, gifts, coupons etc.

Definition
“Sales-promotion covers those marketing
activities other than personal selling, advertising
and publicity that stimulates consumer purchase
and dealer effectiveness such as displays, shows
and exhibitions, demonstrations and various
non-recurrent selling efforts in the ordinary
routine”
- AMA

“Sales-promotion is the achievement of shortterm marketing objectives by schematic means”
- Mr. Christian Peterson

Direct Marketing
An interactive system of marketing which uses
one or more advertising media to effect a
measurable response at any location, forming a
basis for creating and further developing an
ongoing relationship between an organization
and its customers.

Definitions
“Direct Marketing is an interactive marketing
system that uses one or more advertising media
to effect a measurable response and transition
or response or transaction at any location.”
- Direct Marketing Associations of American

This means using electronic media to promote
products or ideas.
Eg. e-mail marketing, advertisement on the
internet etc.

Factors Affecting Promotion Mix
1.

Nature of Product –
Promotion mix will vary according the nature of products.
Consumer goods like grocery items, drugs etc require mass
advertisements
Industrial goods – needs personal selling, advertisements, publicity,
display at industrial fairs etc.
Convenience goods needs salesmen
Speciality goods like fridge, TV etc require dealers and retailers.
Complex and technical products like computer needs personal
selling
Simple and non-technical goods require advertisement
When a producer’s brand is not differentiated from that of
competitors (eg. Sugar) needs personal selling and differentiated
goods depend on advertising

Factors Affecting Promotion Mix:
2. Nature of Market –
• Nature of the market has a great say in the
promotion mix.
• For industrial markets, advertising plays an
informative role.
• For consumer market advertisement has
informative and persuasive role.
• For individual customers the promotion strategy
varies with target groups (Age, Sex, Income etc).

Factors Affecting Promotion Mix:
3.Stage of Product Life Cycle –
Product passes through different stages of its life cycle. Each stage poses
different threats and opportunities. Each stage needs separate marketing
strategies. Each of the promotional tools has got different degree of suitability
with stages of product life cycle.
It can be concluded that, in normal situation:
(1) Advertising, personal selling, and even sales promotion are used during the
introduction stage. However, advertising is given more priority,
(2) More intensive advertising and sales promotional techniques are used during
the second stage,

(3) More rigorous advertising along with personal selling are followed in the
third stage,
(4) Company prefers to curb the expenses in forth stage, and promotional efforts
are reduced.

Factors Affecting Promotion Mix:
4. Market Penetration
A product having good market penetration is known to the
customers and so what is needed is a sustained promotional
strategy.
The proportion of advertisement in the promotion mix should
be large and the middlemen are motivated to push the brand.
5. Size of the Market
Naturally, in case of a limited market, personal selling is more
effective.
When market is wide with a large number of buyers,
advertising is preferable.
Place is also an important factor. Type of message, language of
the message, type of sales promotion tools etc., depend also on
geographical areas.

Factors Affecting Promotion Mix:
6. Characteristics of Buyers –
Experienced buyers of industrial products need personal selling
and inexperienced buyers need advertising.
The importance of the purchase, the time available for
purchase, influence of friends, retailers etc affect the
promotion mix.

7. Distribution Strategy –
Companies having market penetration depend heavily on both
personal selling and advertising.
Companies having market penetration but selling directly
depend heavily on personal selling and advertising plays only a
supporting role.
If the product passes through a longer channel of distribution,
then more importance to advertising and less importance to
personal selling is considered.

Factors Affecting Promotion Mix:
8. Price Strategy –
Pricing strategy influences the promotion mix in two ways. First, in
terms of the price of the competitor’s brand and second, in terms of the
margin allowed to the middlemen.
If the price is higher than the competitor’s price, then personal selling is
adopted and if the price is lower than the competitor’s price then simple
promotional style is used.
If the middlemen are allowed higher profit margin, then middlemen are
motivated to stock and push the brand and very little advertisement is
needed and if the profit margin is low, heavy advertisement is required.
9. Cost of Promotion Elements –
Cost of promotion tools is also an important factor influencing the
promotion mix. The cost per message delivered to the real customers is
more important.
Promotional strategy should be formulated only after considering the
relevant factors. Marketing manager must be aware the different
variables. These factors affect different firms in varying degree
depending upon its internal and external marketing environment.

Implementation of the Promotional Plan:
1. Setting Objectives

2. Identifying the Target
Market

3. Developing Promotions
Budget

– objectives to be achieved

– the target market to which
promotion is
done

– the amount to be spent for
promotion
activities.

4. Choosing a message
– it should be attractive, interesting and
eliciting action

6. Selecting the Media Mix
– the media through which
communication to be done.
TV, Journals, cinema, internet
etc.

5. Determining the Promotional Mix
– a suitable combination of different
promotional tools like advertising,
publicity, sales promotion etc.

7. Measuring the Effectiveness

8. Modifying the promotion
Campaign

– If needed changes are made
– impact of promotion on the to the
promotion plan for a
target
audience should be better presentation.
measured.

ADVERTISEMENT

ADVERTISEMENT
Advertisements are messages paid for by those who
send them and are intended to inform or influence
people who receive them.
It is the most glamorous element of promotion mix and
is the poetry of marketing.
It covers all the activities connected with giving
publicity regarding goods and services offered for sale.
It is the dissemination of information concerning an
idea, service or product to induce action in accordance
with the intent of the advertiser

Definitions:
Advertising is a means of communication with the users
of a product or service.
According to Hall “Advertising is salesmanship in
writing, print or pictures or spreading information by
means of written or printed words and pictures”.
American Marketing Association – “any paid form of
non personal presentation and promotion of ideas,
goods or services by an identified sponsor”.

Characteristics of Advertising:
1. It is a non-personal communication to target
market
2. It is a paid form of communication by an
identified sponsor
3. It provides information about products and
services in the market
4. It may be visual, spoken or written
5. It is a salesmanship in print
6. It is a Mass communication medium
7. It is an important element in marketing Mix.
8. It stimulates sales.
9. It is an art as well as a science.

Objectives of Advertising:
The basic objectives of advertisement are to inform, persuade and
remind the target audience. Good advertising should be able to
increase sales, create news and enhance the company’s image.
Other Objectives are:
1. To prepare the ground for new products and to maintain
and increase the demand of existing products.
2. To face competition and to create or enhance good will.
3. To inform the changes regarding price, channel of
distribution, product quality etc to the public.
4. To create brand preference and a place in the market, even
to become a market leader.
5. To educate consumers and to remind the consumers about
the product from time to time.
6. To encourage the middlemen to main the stock of the
enterprise.
7. To help the dealers in selling product.

Functions of Advertising:
1. To introduce new products in the market
2. Promoting the sales of goods and services
3. Help to widen the market and to create brand loyalty.
4. To communicate different information about the product to the
consumers both present and potential.
5. To create, maintain and increase the demand of a product
6. Brings about healthy competition in the market
7. Increases the living standard of the individuals and society
8. Gives employment to large number of people and strengthens
other promotion mix elements.
7. Helps to fight competition by highlighting the superiority of the
company’s products.

Advantages of Advertisement:
Advantages to Manufactures:
1. Advertisement
increases
the
demand for the product; hence
large scale production which will
decrease the cost of production.
2. It introduces new products in the
markets and maintains demand for
existing products.
3. It maintains the existing market and
also explores new markets.
4. Builds or increases the good will of
the company
5. Easy introduction of new products
in the market.
6. Protects the manufacturers from
undue dependence on middlemen.
7. Helps to fight competition by
highlighting the superiority of the
company’s products.

Advantages to Retailers and Wholesalers:
1. Helps them to have more sales
2. Communicates the quality and features of
the product and thus reduces the
selling efforts.
3. It reduces the quantity of old stock and
increases the profit of the dealers
4. Increases the prestige of the dealers and
enables them to have proper
information about the product.

Advantages to Salesmen:
1. It creates a background for the job of
salesmen.
2. Reduces the workload of salesmen.
3. Gives more confidence and enthusiasm to
salesmen in their work
4. Helps the salesmen to contact more
customers in a shorter period

Advantages of Advertisement
Advantages to Consumers:
1. Helps to have knowledge about the new products which makes the purchase
easy.
2. It guarantees a certain level of quality for the products.
3. Helps them to compare the merits and demerits of substitute products.
4. Mass production enabled by advertising leads to low selling price.
5. It enables the firm to have direct contact with the consumer thus avoiding
many middlemen.

Advantages to Society:

1. It directly and indirectly provides employment to many people
2. Raises the living standard of the people.
3. Improves the knowledge of the people about different products
4. It makes newspapers and magazines cheaper.
5. Helps to stabilize price.

Demerits or Criticisms against advertising:
Advertisement has many disadvantages. According to Benjamin
Franklin, “Advertising is a lawful lie”.
It is criticized on various grounds. There are different areas of
objections. Some of them are:
Economic Objections:
1. Advertisement is unnecessary and a waste. According to some, 50
percent of advertisements go waste.
2. It increases the cost and price of the products. According to Will
Roger – If the amount of money spent on advertisement is used to
improve the products, then there need not be advertisement.
3. It induces people to buy goods which are not needed.
4. It creates monopolies and unhealthy competition in the market.
5. Makes the selection of the customers difficult.
6. Advertisement has no effect when market situation is difficult and
other market elements are not functioning.

Demerits or Criticisms against advertising:
Social and Cultural Objectives:
1. Advertisement destroys the utility of the goods, before a product is
fully utilized due to change in fashion, technology etc. This results in
wastage of national wealth.
2. Advertisement by the political parties to create image about the parties
especially during the time of election at the cost of the people is against
all social and cultural values.
3. It encourages materialism in the society. (Materialism means undue
importance to material things).
4. It manipulates customers to buy things which are not really needed.
5. It has failed to portray the changing role of women in society. They are
often projected as materials for business gain, which goes against social
and cultural values.
6. It insults the intelligence of the consumers.
7. It can create clashes in family life especially when opinions differ
about what to purchase.

Demerits or Criticisms against advertising:
Ethical Objections:
1. Advertisement misleads the public by giving false statement about the
product as most of the advertisements are unbelievable.
2. Some advertisement contains vulgarity, immoral poses and indecent
statements which can corrupt the young minds which in turn can lead to
unethical behavior.
3. Some advertisement induces the young minds to crimes and students fall
within the trap of television commercials even giving up their
responsibilities.
4. Advertisement has wrong impact on children and exploit their minds as
they are not able to distinguish between the advantages and disadvantages of
different products
5. Advertising creates confusion in the minds of the people.
6. Advertising is misusing the media and some times in the newspapers
more advertisement is seen even more than news items.

Advertising Media

Advertising Media:
The advertisement copy is presented before the customers through
advertisement media. It is the means through which the
advertisement message is conveyed to the public.
The advertisement media can be classified broadly into two types.
1. Indoor media – Sale message is conveyed into the home of
consumer.
Eg. News paper, TV, Magazines etc.

2. Outdoor Media – The message is seen by the consumer out of his
home.
Eg. Posters, Electronic signs.

Factors Governing the Selection of Advertising Media:
1. Nature of the Product – Channel for the advertisement of a product depend on
its nature. Media like press, broadcast, telecast, outdoor etc are suitable for products
which are needed by all. Cosmetic can be advertised in ladies magazines, Television
channel is good for product needing demonstration. Industrial goods find favour
with print media than broadcast media.
2. Advertizing Objectives – If the advertiser wants immediate action, direct or
special advertisement will be better. If national coverage is needed television or
national newspapers can be used.
3. Potential Market – The advertiser also have to consider the number of
customers, income pattern, age group, tastes etc. If the message is for high income
group, magazine is the best. For covering the local area newspaper and outdoor
advertizing are of help. For illiterate people radio, TV etc are suitable.
4. Business Unit – The size and nature of the business unit has a say in the selection
of advertising media. Larger firms uses TV, New paper, Magazines etc and small
firms make use of cinema, posters etc.

Factors Governing the Selection of Advertising Media:
5. Message to be sent – If the message is appealing and is done by colour then
magazine, film, TV etc are used. If, time factor is considered newspapers, radio,
posters etc are good. If demonstration is needed TV and screen media are suited
and for new product promotional advertisement are the most suited.
6. The extent of Competition – The nature of competition also influences the
selection of media. Normally a firm uses same media used by the competitors.
Some may also use a media not used by other competitors.
7. Availability of Media – Choosing of the channel for advertisement also
depend on the availability of the media at the required time. If a desired media
is not available other alternatives could be sought.
8. Cost of Advertisement – The availability of the fund and cost of the medium
need to be considered before fixing the channel for advertisement.
9. Class of Consumers – Medium is selected to suit the target consumers.
Consumers can be classified according to income, six, age, education, religion
etc.

Evaluating the Advertising Effectiveness:
Advertisement involves huge amount of money and so it is necessary to test the
efficiency of the advertisement.
In order to test the effectiveness of advertising many methods are used. Some of
the important ones are:
Pre-Test Methods:
These are tests made before the ad copy is published or released. It is also called
as copy testing. The main methods used for pre-testing are:
1. Consumer-Jury Method – Here advertisement copy is shown to a panel of
prospective consumers and their impression is collected. Several copies may be
rated by the panel and ranked accordingly. This can be done using
questionnaire, coping scoring etc.
2. Portfolio test – Here a selected group of consumers are given several ad
copies (package or portfolio) simultaneously and then they are asked to
remember the ads to know which are the ones captured their attention.
3. Qualitative research – Here thorough focus group and depth interviews
information is collected form consumers. The group will discuss the positive
and negative aspects of the copy and suggests improvements, if needed.
.

4. Theatre persuasion test - A group of people who could be a
captive audience for an entertainment programme is
considered and a questionnaire is sent to them. The free tickets
are later sent to them for the programme where the test ads are
run. On viewing these, they are asked to fill up another
questionnaire. It assesses product, brand and its theme.

5. Mechanical Tests- Selected consumers are exposed to an
advertisement and their eyes movements, blood pressure,
galvanic skin response, pupil dilation etc are observed with the
help of mechanical devices to get their reactions on the
advertisement.
6. Readability studies - Respondents are drawn from different
socio-economic background is tested to find out the levels of
ease and effectiveness while reading the advertisements.

Evaluating the Advertising Effectiveness:
Post –Test Methods:
• Post test is undertaken to assess the effectiveness of advertising after it is
presented to the target groups. This is done to see whether the advertisement
has met its objectives.
• Some of the post test methods are:
1. Enquiry Test – The number of consumer enquiries caused by an
advertisement copy is taken as a measure of its effectiveness. Gift coupons
may be given with the advertisement to encourage the consumers to make
enquiries.

2. Recognition Test – Here the advertisement is shown to the target
consumers and ask them, if they have seen it before. Effectiveness is
measured in terms of the number of people who have recognized the
advertisement before.
3. Recall test – This is based on the memory of the consumer. Effectiveness
is measured on the basis of the number of people who are able to recall the
advertisement being tested.
Recalling test can be either aided or unaided. Unaided test relies purely on
the memory of the respondents and aided test gives some clues o assist the
respondents.
.

4. Attitude Test – This is done to measure the impact of
advertisement in forming attitudes or opinions in the mind of
the readers or listeners. Respondents are asked to give their
opinion about whether the advertisement is believable,
informative, realists etc.
5. Awareness test – Under this method some consumers are
selected and questioned on the brand, trade mark and other
features of the product to test their knowledge of the product.
6. Opinion Research – Here consumers are selected and
asked to express their opinion about the ad programmes of
the product.
7. Association test – In this method the slogan of the ad
message is repeated before the selected consumers and they
are asked to complete the slogan. If they are able to do it, ad
is considered as effective

Sales Promotion:

It is one of the components of promotion mix and is a short term tool used to
stimulate immediate increase in demand. It supplements advertising and
facilitates personal selling process.
Sales promotion means tools and techniques used to promote sales.
American Marketing Association – “Sales promotion refers to those
activities other than personal selling, advertisement and publicity, that
stimulate consumer purchasing and dealer effectiveness, such as display,
shows and exhibitions, demonstrations and various other non-recurrent
selling efforts in ordinary routine”.
Objectives of Sales Promotion:
1. To increase the sale of goods and services
2. To attract new customers and stimulate demand for the products
3. To introduce new products quickly
4. To improve the market share
5. To stabilize fluctuating sales
6. To meet the competitors of other firms.
7. To motivate dealers to stock and sell more and the sales force to achieve
higher sales.
8. To supplement advertising, personal selling and publicity.

Advantages of Sales Promotion:
Sales promotion makes an immediate effect on the sales. It is not an expenditure,
but an investment because it will yield returns continuously. The main advantages
of sales promotion are:
Advantages to Manufacturers:
1. Promotes sales and helps in creating demand for new products
2. Helps in getting new customers and retaining the existing customers.
3. Leads to large scale production and decrease in the production cost
4. It is encouraging and stimulating the middle men to increase the sale
5. It helps in facing the competition successfully and enhancing the good will of
the firm.
Advantages to the Middlemen:
1. Helps in the better sale of the product.
2. Enhances the good will and profit of the middlemen.
3. Simplifies the work of middlemen.

Advantages to Consumers:
1. Gives knowledge about the new product in the market
2. Gives information regarding the new uses of existing products
3. Improves the standard of the living of consumers
4. Gets many cash and non cash incentives to consumers.
5. Opportunity for the consumers to participate in different competitions
6. It is a source to education to consumers.

Limitation of Sales Promotion:
1. It is only a short term activity and so has only short term effects
2. Sales promotion alone cannot produce the desired effects
3. Too much sales promotion may negatively affect the brand image.
4. The discounts need not be real – especially after increasing the price
of the product.
5. Sales promotion techniques are non-recurring in their use.
6. Customers expect sales promotion at all times
7. Wholesalers and retailers do not always deliver their promises when
given incentives.

Advertising and Sales Promotion:
The main differences between Advertising and Sales Promotion are:
Advertising

Sales Promotion

1. Offers the consumer a reason to buy
1. Offers an incentive to buy
2. Costly and to measure the effect is not 2. Cheaper and easier to measure the effect
easy
3. Aim is to attract the final consumers
3. Aims
at
attracting
consumers,
wholesalers and retailers.
4. Attempts to create brand image
4. Attempts to get quick sale or induce trial
5. Appeals are emotional
5. Appeals are rational
6. Effective in the long run
6. Effective in the short run
7. Indirect approach
7. Direct approach
8. Part of sales promotion
8. Includes advertising
9. It is a pull strategy
9. It is a push strategy

Kinds of Sales Promotion:
Sales promotion can be aimed at consumers, dealers or Company’s Sales
employees. Thus there can be three types of sale promotion. They are:

A. Consumer Promotion:
These include activities undertaken to induce or stimulate consumers to buy
more. Some of the promotion schemes are:
1. Samples – Samples of a product or a service is given free of cost. It is
delivered at home by mail or distributed through retail stores. It is the
most effective way to introduce new product.
Eg. Hindustan Levers introduced trial pack for its detergent powder.
2. Coupons – These are certificates offering stated amount or reduction on
the purchase of a particular product. This method induces customers to
buy a particular brand from a particular shop.
3. Rebates – Rebates provide price reduction after the purchase, not at the
retail shop, but the bill is sent to the manufacturer who refunds part of
the purchase price by mail. It helps in strengthening brand loyalty.
4. Money Refund Offers – If the consumer is not satisfied with the product
the money is refunded (either partly or fully) within a stipulated period.

5. Premium Offer – Premium or gifts are offered at a lower price or free of cost.
Eg. When two soaps are bought a soap dish is given free. There are different types of
premium:
i. Direct Premium – Here the gift item is packed with the product itself. eg. spoons,
cups etc.
ii. A reusable container – Here the package itself serves as a gift. After the use of the
product the container can be reused. Eg. Surf powder in plastic jars.
iii. Free in mail Premium – Free gift is sent to the consumers by post. For this consumer
should send the proof of the purchase (bill, empty cover) to the company.
iv. Self –liquidating Premium – Here the cost of the premium (gift) is collected from
the buyer at a concessional rate. Eg. Boost offered a shuttle bat at the rate of
Rs.12, when a bottle is purchased.
v. Trading Stamps – Here trading stamps are given by the seller to the customers at
the time of the purchase. The value and the number of the stamp will depend
on the purchase. The stamps are redeemable at the stamp redemption center.
6. Price packs – This is also known as price off offer. Here the product is sold for less price
than the printed rate. This increases the sale especially during the off season.
7. Buy-Back Allowance – This is an allowance following a previous trade deal. The
allowance is in the form of certain amount of money for new purchases based on the
quantity of previous purchase.

8. Free trials – This is inviting the customers to try out the product without paying,
hoping that they will buy the product.
9. Prizes – Offering of prizes (cash, trips or goods) as a result of a purchase. This
can take the form of contest, sweepstakes (Lottery or gambling) or games.
10. Demonstrations – Arranging demonstrations in stores, at fairs, exhibitions or
door to door basis.
11. Consumer Contests – Various competitions like singing, walk and win, essay,
quiz etc are organized among the consumers and the winners are given prizes.
12. Sweepstakes – Customers are given coupons and winners are decided through
drawing lots and prizes are given to the winners.
13. Exhibitions and Trade Fairs – Exhibitions and trade fairs are conducted to
promote sales and popularize sales. It provides a temporary market place
where buyers and sellers meet. There are international trade fairs, national or
local fairs and exhibitions.
14. Buy one, get one free- This is a popular sales promotion activity. There are many
alternatives to this like buy two and third one free, take two shirts and one
Towel free etc.
15. Frequency Programmes – This is also known as continuity or loyalty
programmes. Here the companies offer opportunity to accumulate points for
those who buy a product regularly. The points can be redeemed for gifts.
16. Patronage Reward – These are rewards given to regular customers to retain
them. This is done through reduction in the price, extra benefits etc.

B. Trade Promotion
Success in sales needs the co-operation of the middlemen like wholesalers and
retailers. For this manufactures use number of activities. These activities are known
as dealer sales promotion or trade promotion.
Some of such activities are:
1. Price deals – this offers special discounts over and above the regular discounts.
2. Free goods – special, attractive and useful articles are given to dealers to
increase the sale. Some even offer free holiday family tours to dealers who
promote more orders.
3. Advertising materials – manufactures give advertising materials like banners,
boards etc to retailers free of cost.
4. Trade allowance – this is the most common trade promotion. This includes
discounts and other allowances to retailers and wholesalers.
i. Buying allowance – it is a deal or discount offered to middlemen in the form
of a price reduction on goods ordered during a fixed period. It can also take the
form of free goods. Eg. One free case with every 25 cases purchased.
ii. Promotional Allowance – These are allowances given to retailers for
displaying the products of the manufactures.
iii. Slotting Allowance – These are special allowances given to retailers for
agreeing to handle a new product. This is also called as stocking allowance or
introductory allowance or street money. These are fee charged by the
retailers for proving a slot or position to accommodate a new product on
account of extra costs and risk of failure.

5. Speciality Adverting – These are gifts given to dealers or to their sales
force to push the manufactures product. Gifts consist of low items bearing
company’s name like pens, diaries, memo pads etc.

6. Dealer Contests –These are sales incentive competitions organized among
dealers /salesmen. It can be in the form of window display, store display etc
..
7. Sales training Programmes – These are classes and training programmes
conducted by the manufactures for the retailers and wholesalers for giving
training to increase the knowledge of the product or product line. They are
also given sales manuals, product brochures, reference manuals etc.
8. Trade Shows - This is a forum where manufacturers can display their
products to current as well as prospective buyers. These shows are valuable
for introducing new products and help the retailers in the promotion of the
products.
9. Co-operative Advertising – Here the cost of advertising is shared by more
than one party.

C. Sales Force Promotion:
This includes activities to induce and motivate sales persons.
The various schemes used for sales force promotion are:
1. Bonus to Sales Force – Here those who achieve the target are given extra
incentives in the form of bonus. This helps both the firm and salesmen. The
firm gets increase sales and profit and the salesmen get more earnings.
2. Sales Force Contests – These are periodical contests for the sales people
to encourage them to increase their selling efforts on a competitive basis.
Those who win are given fabulous prizes.
3. Sales Meetings, conventions and conferences – These are conducted to
educate, train, motivate and reward salesmen. New selling techniques are
described to the sales people and other discussions on related topics are held.
4. Character Merchandising - Character merchandising is the commercial
exploitation of a famous character or personality.
It was Walt Disney that conceptualized the idea of character merchandise
and began selling t-shirts, mugs, badges and other products with Mickey
Mouse, Minnie Mouse and Donald Duck in the 1940s. Ever since, creators
of such fictional characters and even personalities have tapped into the
popularity and goodwill of the character and made the most of it.
In India FMCG (Fast moving Consumer Goods) companies are
implementing this strategy.

Personal Selling:

Personal Selling
It is another important element of marketing mix and one of the oldest method of
business promotion.
This method makes use of personal communication to influence the potential
consumers. The increase in competition and the complexity of products has
increased the importance of personal selling.
Producers of technical products and industrial products depend heavily on personal
selling.
Definitions:
American Marketing Association – “personal selling is the oral presentation in a
conversation with one or more prospective purchaser for the purpose of making
sales”.
Objectives of Personal Selling:
1. To serve the needs of the existing customers
2. To search out and obtain new customers
3. To inform the customers about changes in the product line.
4. To secure customer’s better co-operation
5. To assist the dealers in selling the product
6. To give technical advice and assistance to the middlemen and consumers
7. To secure, retain and improve market share and increase the volume of sales.

Features of Personal Selling:
Some of the features of personal selling are:
1. It is one of the oldest form of selling method.
2. It involves persuasion of customers to buy goods and services.
3. It establishes direct personal contact between buyers and sellers.
4. It help the customers to buy the goods intelligently.
5. It is an educative process as it provides proper information to the
consumers.
6. It is one of the most effective tools for increasing the sale.
7. It promotes the interest of both the seller and the buyer.
8. It helps the sales person to study the consumer behavior, expectations
etc in a better way.
9. It is an AIDAS formula for Selling (Attracts Attention of the consumer,
Creates interest in the product, stimulates Desire to know the
product and, persuasion to Act or buy the product and helps to
obtain Satisfaction.)

Difference between Advertising and Personal Selling:
Advertising
1.
2.
3.
4.
5.
6.
7.
8.

No personal contact
Directed to Mass Audience
Less Effective
It gives a pull effect
One way communication
Not flexible
Printed Salesmanship
Done with the help of external agency

Personal Selling
1.
2.
3.
4.
5.
6.
7.
8.

Personal contact with salesman
Directed to the person or the individual
More effective
Push effect
Two way communication
Flexible
Oral advertising.
Arranged by the firm/Company

Merits of Personal Selling:
1. Helps to identify the prospective customers
2. Enables to know the need and behavior pattern of the customers
3. Helps to solve the objections from the part of the consumers
4. Enables the sellers to educate the customers about the product and its features
5. Helps to establish personal relationship with the customers
Demerits of Personal Selling:
1. It is a costly promotional tool
2. It is difficult to find out and employ personnel with required skills and abilities
3. Unnecessary persuasion can irritate the consumers.

Salesmanship

Salesmanship
•

It is the process of assisting and persuading a prospective customer to buy a commodity or a
product.
• It is an ability to make people interested in the products offered for sale and to convert this
interest to an actual sale.
• According to National Association of Marketing Teachers of America, “Salesmanship is the
ability to persuade people to buy goods or services at a profit to the seller and with benefit
to the buyer”.
• ”.
Difference between Personal Selling and Salesmanship:

Personal Selling

1. It is a way of practicing salesmanship

Salesmanship

1. Salesmanship is the ability and the skill
employed in personal selling.
2. It is using personal contact for selling 2. Salesmanship includes all activities
products
undertaken to induce people to buy
3. Personal selling uses several forms to sell
products / services
the product.
3. It is a broader concept

Steps in Personal Selling Process:
Personal selling involves identifying a prospective customer and converting him into a buyer.
It is a process of communication between the salesman and the prospective buyer. Some of
the steps involved in personal selling are:
1. Pre-sale preparation: The first step in personal selling is the selection, training and
motivation of salespersons. The salespersons must be fully familiar with the product, the firm,
the market and the selling techniques. They should be well-informed about the competitor's
products and with the motives and behavior of prospective buyers.
2. Prospecting: It refers to locating or searching out prospective buyers who have the need
for the product and the ability to buy it. Potential customers may be spotted through
observation, enquiry and analysis of records of existing customers. Social contacts, business
associations and dealers can be helpful in the identification of potential buyers.
3. Approaching: Before calling on the prospects, the salesperson should fully learn their
needs, habits, motives, etc to select the right sales appeal. After such learning, the salesperson
should approach the customer in a polite and dignified way. He should introduce himself and
his product to the customer. The salesperson has to be very careful in his approach as the first
impression is the last impression.
4. Presentation: For this purpose, the salesperson has to present the product and describe its
features in brief. The presentation should be matched with the attitude of the prospect so that
the salesman can continuously hold his attention and create interest in the product.

Steps in Personal Selling Process:
5. Demonstration:
In order to maintain customer's interest and to arouse his desire, the sales-person must display
and demonstrate the product. He has to explain the utility and distinctive qualities of the
product so that the prospect realizes the need for the product to satisfy his wants.
He should not be in a hurry to impress the customer and should avoid controversy. He may
suggest uses of the product and may create an impulsive urge to possess the article by
appealing to human instincts.
6. Handling objections:
A sale cannot be achieved simply by creating interest and desire. Every customer wants to
make the best bargain for the money he is spending. Presentation and demonstration of the
product are likely to create doubts and questions in his mind.
The salesman should clear all doubts and objections without entering into a controversy and
without losing his temper. Testimonials, money-back guarantee, tact and patience are popular
means of winning over s hesitant buyers.
The salesman should convince the customer that he is making the best use of his money by
purchasing the product. For this purpose, the salesman should prove the superiority of his
product over the competitive products. He must believe in the universal rule that the customer
is always right.

Steps in Personal Selling Process:
7. Closing the sale:
This is the climax or critical point in the personal selling process. Completing the
sale is an easy task but inappropriate handling can result in loss of sale.
The salesman should not force the deal but let the customer feel that he has made the
final decision. He should guide the customer in making the choice without imposing
his own view. Some adjustment in price or other concession may sometimes be
necessary for a successful closing.
The salesman should show the same interest in the customer which he exhibited
during approach stage. Sales should be closed in a cordial manner so that the
customer feels inclined to visit the shop again. In closing the sale, the article should
be packed properly and handed over to the customer with speed and accuracy.
Once the customer has purchased the article, the salesman should show and suggest
an allied product. For instance, he may suggest socks, ties, handkerchiefs, vests, etc.,
to a customer purchasing a shirt. This is known as additional sales and requires great
skill and tact.
8. Post-sale follow-up:
It refers to the activities undertaken to ensure that the customer is satisfied with the
article and the firm. These activities include installation of the products, checking
and ensuring its smooth performance, maintenance and after-sale service.
• It helps to secure repeat sales identify additional prospects and to evaluate
salesman's effectiveness.

Qualities of a Good Salesman
1. Sound health – Lots of work and travelling which demands good health
2. Good appearance – neatly dressed, pleasant in appearance, should create
good impression

3. Pleasing Voice – should used voice that is pleasing and attractive to the
consumers
4. Ambition – to achieve high target of sales
5. Self- Confidence – This will make him/her to meet any demanding situation
6. Enthusiasm – This makes salesmen pleasant and cheerful
7. Imagination – It is a process of visualizing the future. He should foresee the
future and should present it properly to the consumers.
8. Initiative – It is the ability to plan and do things for oneself without force
from others.
9. Curtsey – should be polite in his dealings, words and manners
10. Tactfulness – It is the ability to do the right thing at the right time without
hurting others.

Qualities of a Good Salesman….
11. Creativeness – This will make salesman very dynamic
12. Determination – It is the will to work, till success is achieved.

13.Honesty – He should be honest and should not make false representations.
14. Loyalty – He should be sincere both with his employer and customers.
15. Cheerfulness - This can make the customers at ease and make them clients
16. Courage – this enables the salesman to face dangerous situations without fear.
This is needed to face new customers and new situations.
17. Friendliness – He should establish friendly relationship with the customers.
18. Knowledge of the Product – thorough knowledge of the product is needed to
present it properly before the customers.
19. Focused: Doesn’t get sidetracked; knows the final destination
20. Driven: Has a sense of urgency and a need to accomplish the task at hand.

Public Relations:

Public relations refer to maintaining good relationship with the company and
the public.
• Public relations (PR) is the practice of managing the spread
of information between producer and the consumer.
• The likes and dislikes of the public have a significant impact on the
functioning of any organization and it is in a way more for the business
organizations.
• It is a planned effort to build and maintain a good image of a company and
its products among the public.
Definitions:
• Edward Louis – “Public relations are an attempt by information, persuasion
and adjustment to engineer public support for an activity, cause, movement
or institution.
• UK institute of Public relations – It is deliberately planned and sustained
effort to establish and maintain mutual understanding between organization
and its public.
• William Stanton – It is a management tool designed to favorably influence
attitudes towards an organization, its product ns its policies.

Objectives of Public Relations
Some of the objectives of Public relations are:
1. To promote products, ideas, organizations etc
2. To build credibility and image of the product and the company.
3. To reduce promotional cost
4. To motivate and help the distributors and sales force to sell the product.
5. To gain support of the public and to overcome the negative publicity
6. To influence the attitudes, behavior and opinions of the people towards
organization.
Features of Public Relations:
1. It is a management function which involves planning and sustained effort.
2. It needs two way communication between the company and the public
groups.
3. It is the process of creating favorable image of the company among the
public.
4. It has more credibility than advertisement
5. The term is very broad and involves many things like publicity,
advertisement, promotion etc.

Advantages of Public Relations:
1. Creates and maintains a favorable image of the company and the
product among the public.
2. Increases the reputation and status of the company.
3. It helps in crisis management
4. It is more credible than advertisement
5. Help the company to have good relation with the different public
groups.
6. Safeguards the company from the attacks and false rumors by
competitors or opponents.
7. Inspires employees to contribute their maximum for the company
8. Increases the turnover and profit of the company
9. Helps in the introduction of new products.
10. Provides employment to the people.

Major Tools in Public Relations: (Public relation Mix)
Public relations is a continuous process of building and maintaining corporate
image. Several tools are used to achieve the goals of public relations.
Some of the tools used are:
1. New Release – It is a powerful tool to create favorable corporate image. It is a
brief written statement explaining the important aspects of a product. It is
prepared in such a way that it can be used in the newspaper, radio, TV etc.
2. Press Conference- Here the officials of the company make importance
announcements about the company at a press conference which will be reported in
the channels and newspapers.
3. Audio-Visual Materials – Audio-Visual material s such as film, video, audio,
slides, sound programmes are being used and circulated among the public with the
information regarding the company and the product.
4. Feature Articles – Feature articles are prepared for publication in important
business journals.
5. Speeches – Company officials convey important messages through informative
and interesting speeches which can create impressions about the company and its
operations.
6. Meetings – It is a platform for people to come together, make deliberations,
clear doubts and have latest knowledge about the company and its business.
Periodical meetings are held for managers, workers, salesmen, dealers etc.

7. Brochures – These are brief publications with information about a specific
subject. They are also called as pamphlets or folders. These are used to communicate
about new products, new projects, social welfare programmes etc.
8. Direct Mail – It is a powerful tool with a personal touch. Mails are sent to people
giving the details of the company.
9. Company Website – Companies provide information through its websites which
reaches many people especially in the present day as people are getting more into
electronic media of communication.
10. Special Events – Special events like sports, cultural programmes, exhibitions,
competitions etc are organized by the company to promote their image.
11. Contribution to social service activities – Companies improve their public image
by contributing to social causes. Donations, sponsorships etc are part of social
service activities.
12. Exclusive Stories – Here the company may invite a journalist to do an exclusive
story on the firm.
13. Social Networking – Companies get into social networking groups like face
book, twitter, YouTube etc to build up their image and advertise the products.
Philip Colter has coined a term called PENCILS of Public Relations (PPublications, E – Events, N – News, C- Community involvement, I – Identity, LLobbing and S – Social investment).

Publicity

Publicity
It is a favorable news about a company and its products appearing in
different media.
It is a planned way of presenting information about a company and its
products.
Publicity is public information about a company’s goods or services
appearing in the mass media as a news item (Charles W.Lamb)
“Non-personal stimulation of demand for the product or service, or business
unit by placing commercially significant news about it in public medium or
obtaining favourable presentation of it upon radio, television or stage that is
not paid for by the sponsor” (Philip Kotler).
Features of Publicity:
1. It reaches large number of people through mass media like newspaper,
radio, TV etc.
2. It contains important message about the company and its products.
3. Normally publicity message is not sponsored by anyone and is not paid
for.
4. It reinforces favorable impression about the company and the products.

Importance of Publicity:
Like advertising and sales promotion, sales can be increased by publicity.
Publicity carries more credibility compared to advertisements.
Publicity is cost free.. Publicity offers a lot of benefits to the producers and
distributors.
Importance of publicity can be made clear from the below stated points:
1. Publicity is an effective medium to disseminate messages to the mass,
with more credibility.
2. The credibility level of publicity is much higher than advertising and
other means of market promotion. People express more trust on what
the third party independently says. It appears directly through
newspapers, magazines, television, or radio by the third party. It is free
from bias.
3. It provides more information as the valuable information is free from
space and time constraints.
4. The firm is not required to pay for publicity. The indirect costs related to
publicity are much lower than other means of promotion.
5. It is a part of public relations. It is free from exaggeration; it carries more
factual information about a company. It is more trustable. It helps to
establish public relations.

6. Generally, publicity covers varied information. It normally involves name
of the company, its goods and services, history, outstanding
achievements, and other similar issues. The knowledge is more
complete compared to advertisement.
7. Publicity directly helps middlemen and sale persons. Their tasks become
easy. Publicity speaks a lot about products on behalf of middlemen and
salesmen.
8. It is suitable to those companies which cannot afford expensive ways to
promote the product.
9. Publicity increases credibility or fame of the company. Publicity about
company’s help in relief operations during flood, earthquake,
draught, and other natural calamities highlights its name and social
contribution in mass media. People have high esteem for such
companies.
10. Publicity can be used by non-commercial organizations/institutes like
universities, hospitals, and other social and missionary organizations.
They can publicize their noble works by the medium of publicity.

Objectives of Publicity:
The most common objectives of publicity are discussed in brief below:
1. Building Corporate Image: Through publicity, a company can build or improve its
corporate image. People trust more on what press reporters, columnists, or newsreaders
say via mass media independently than what the company says.
2. Economy: It is a cost saving medium. Here, a company is not required to pay for
message preparation, buying space and time, etc. The cost involved is much lower than
other means of market promotion.
3. Assisting Middlemen and Salesmen: Publicity can help middlemen and salesmen in
performing the sales-related activities successfully. Information through publicity speaks
a lot on behalf of the sellers. Publicity makes selling tasks much easier.
4. Information with High Creditability: Sometimes, publicity is targeted to
disseminate information more reliably. Customers do not express doubts on what
publicity appeals. Customers assign more value to information supplied by mass media
via publicity than by advertisement.
5. Removing Misunderstanding or Bad Image: Company can defend the product that
has encountered public problems. In many cases, publicity is aimed at removing
misunderstanding or bad impression.
6. Building Interest on Product Categories: Publicity attracts attention of buyers. Due
to more trusted news, people build interest in various products and activities.
7. Newsworthiness Information: Publicity publicizes the fact in interesting ways.
Publicity is eye-catching in nature. People do not skip the news presented by publicity.
For example, when a new product is launched by distinguished personalities like film
stars, cricketers etc, the product becomes popular within no time.

Difference between Publicity and Public Relations
Publicity is not same as public relations. Some of the differences are:
Publicity

Public Relations

1.
2.
3.
4.
5.

1.
2.
3.
4.
5.

Short term strategy
It can be positive or negative
It is cost free/less expensive
It is part of public relations
It is mainly through press releases.

6. It is presentation of favorable news

Long term strategy
It is normally positive
It involves expense
It includes publicity and other tools.
It uses sponsored events to achieve the
purpose.
6. It is building of favorable corporate image

Difference between Publicity and Advertising
Publicity

Advertising

1. No sponsor
2. No payment is needed
3. Company has no control over publicity
message
4. Has more credibility than advertisement

1. Normally there is a sponsor
2. It is paid for by the sponsor
3. Company
has
control
advertisement.
4. Less credible

over

