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Marketing Management

Objective
To impart knowledge on basic concepts of marketing and create an analytical
inquisitiveness in marketing among the students.

Unit- |

Introduction - definition, significance and objectives of marketing. Marketing concepts
and approaches to the study of marketing. Marketing mix, marketing organization and
functions of marketing executives — Market segmentation and buyer behaviour -
importance and basis of market segmentation. Buyer behaviour: - buying motives.
Unit-lI

The product - meaning - Importance of product management - Innovation -
Development of new products. Causes for the new products success or failure; product mix

and product line. Concept of product life cycle. Branding and Packaging, Labelling,
Trademark and Warranties

Unit-lll

The Price —Meaning and Importance of price. Pricing objectives; factors influencing price
determinations — Pricing policies and strategies.

Unit-1V

Physical distribution — significance, objectives and elements of physical distribution.

Importance of physical distribution management. The effective use of physical
distribution — marketing channels — importance — selection and evaluation of channels.

Unit-V

Promotion — Purpose of sales promotion — Major decision in sales promotion- tools of
sales promotion — consumer promotion — trade promotion- sales force promotion -
developing the sales promotion program — pre testing — implementation and control-
evaluation — Growth of sales promotion in India

Text Book
1. Marketing Management Pearson Publication-6" Edition 2016-Kevin Keller
2. Marketing Management - Philip kotler, o'" Edition (2000), Prentice-hall of India Ltd,
New Delhi
Reference Books
1. Marketing management - Dr.N.Rajannair, 7' Edition (2005), Sultan chand & sons
Ltd, New Delhi.

2. Marketing management - Ramaswamy & Namakumari, 3" Edition (2005),
Macmillan India Ltd. New Delhi



MARKETING MANAGEMENT

UNIT -1:INTRODUCTION

OVERVIEW :

Unit-I introduces the fundamental concepts of marketing. It explains the definition, nature,
and importance business. Students learn how marketing focuses on understanding customer
needs and delivering value The marketing mix (4Ps - Product, Price, Place, Promotion) forms
the core of marketing activities. The unit also covers marketing organisation, the role of
marketing executives, and the importance of systematic planning. Market segmentation is
explained with its bases—geographic, demographic, psychographic, and behavioural.

Finally, the unit describes buyer behaviour and buying motives.

CHAPTER 1 - INTRODUCTION TO MARKETING

Marketing is important activities in the modern business world. In earlier days, business was
production-oriented and the main focus was on manufacturing. However, with the growth
of competition, technological advancement, and awareness among consumers, the
importance of marketing has increased tremendously. Today, marketing is not just selling or
advertising; it is a complete system designed to plan, price, promote, and distribute goods

and services that satisfy the customers.

Here, we will understand the meaning, definitions, significance, and objectives of marketing

in a complete and systematic manner.

1.1 MEANING OF MARKETING



The word marketing is derived from the term market, which means a place where buyers
and sellers meet. In simple terms, marketing take place from the time a product is conceived

until it reaches the final consumer.

A simple understanding:

Marketing is the process of identifying consumer needs and satisfying them by

offering suitable products and services.

Marketing is art and a science—an art because it requires creativity and innovation, and a

science because it involves systematic planning, research, and analysis.

1.2 DEFINITIONS OF MARKETING

Different scholars have defined marketing in various ways. Some widely accepted definitions

include:

“Marketing is the activity, set of institutions, and processes for creating, communicating,
delivering, and exchanging offerings that have value for customers, clients, partners, and

society at large.”

“Marketing is a social and managerial process by which individuals and groups obtain what

they need and want through creating and exchanging products of value.”

“Marketing is the process of satisfying human needs profitably.”

From the above definitions, it is clear that marketing is not limited to selling but includes a
series of activities such as understanding customer needs, developing the right product,

pricing it appropriately, promoting it effectively, and delivering it conveniently.

1.3 NATURE/FEATURES



1. Customer-Oriented Process

Marketing begins with identifying the needs of customers. All decisions—product design,

price, promotion—are based on customers.

2. Continuous and Dynamic Process

Marketing is not a one-time activity. Customer needs keep changing, technology evolves, and

new competitors enter the market. Hence, marketing must continuously adapt.

3. Exchange-Oriented

Marketing always involves an exchange of product vs money

4. Goal-Oriented

Marketing aims at achieving goals, market share, and profitability.

5. Wide Scope

Marketing also applies to ideas, events, places, personalities, and digital products.

6. Requires Planning and Research

Effective marketing depends on market research, market analysis, and scientific planning.

7.Value Creation

Marketing creates value through product quality, branding, packaging, customer service, and

after-sale support.

1.4 SIGNIFICANCE:

Marketing plays a crucial role in modern business and economy:



A. Importance to Business

1. Ensures Business Survival and Growth

A business can survive only if customers are satisfied. Marketing helps a firm reach

customers and build long-term relationships.

2. Generates Revenue

Marketing brings customers, and customers bring revenue. Without marketing, even the best

product remains unsold.

3. Assists in Decision Making

Marketing provides information that helps in product planning, pricing, and choosing the

right distribution channels.

4. Enhances Competitive Strength

Marketing gives the business an advantage through branding, better customer service, and

unique promotional strategies.

B. Importance to Consumers

1. Provides Right Products at Right Time

Customers can easily get goods and services that match their needs.

2. Creates Awareness

Promotional activities give information about new products, quality, price, and availability.



3. Improves Standard of Living

Marketing brings better quality goods and services into the market at affordable prices.

C. Importance to Society

1. Creates Employment

Marketing generates jobs in sales, advertising, logistics, packaging, digital media, and more.

2. Increases National Income

More production and more sales contribute to economic growth.

3. Encourages Innovation

Competition motivates firms to innovate and improve their products.

1.5 OBJECTIVES OF MARKETING

Marketing has several major objectives. Some of the important ones are:

1. Customer Satisfaction

The primary objective is to satisfy the customers.

2. Profit Generation

Without profits, no business can survive. Marketing helps achieve profitability by increasing

sales.



3. Market Expansion

"Marketing focuses on expanding into new markets, attracting new customers, and boosting
market share."

4., Creation of Demand

Marketing creates demand through advertising, promotions, and by providing awareness

about new products.

5. Enhancing Brand Image

Marketing activities help build the reputation and goodwill of the company.

6. Long-Term Growth

Marketing ensures long-term survival through adaptability, innovation, & loyalty of

customers.

1.6 SCOPE

The scope of marketing is very wide and includes:

Product Planning and Development
Pricing Policies

Promotion and Advertising
Distribution and Transportation
After-Sales Service

Market Research

Customer Relationship Management
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Digital and Online Marketing



This wide scope shows that marketing is a complete system that touches every part of the

business.

SUMMARY

e Marketing is aimed at satisfying human needs.
e Itincludes several functions starting from identifying needs to delivering products.
e Marketing is customer-oriented, continuous, and dynamic.

o Itbenefits society by generating employment and promoting economic development.

ACTIVITIES

1. Short Assignment

Write in your own words:

“Why is marketing important for the success of a business?”

2. Practical Activity

Select any product you use daily (e.g., shampoo, milk, mobile phone).

List how marketing helped you know about or buy this product.



UNIT - 11

THE PRODUCT AND PRODUCT MANAGEMENT

OVERVIEW:

Product and Product Management

Unit—II focuses on the product, which is the core of the marketing mix. It explains what product
management is, why it is important, and how it helps ensure that the right products are created
and offered to meet customer needs.

The unit also covers innovation and new product development (NPD). It describes the main
stages, including idea generation, screening, concept testing, development, and
commercialization. It explains why some new products succeed while others fail.

Students will learn about product mix and product line decisions, which companies use to
offer variety while remaining profitable. The product life cycle (PLC)—introduction, growth,

maturity, and decline—is explained in detail.

Finally, the unit discusses branding, packaging, labeling, trademarks, and warranties as
important tools to make products stand out and protect customers.

CHAPTER 1 - THE PRODUCT

1.1 Definition



In marketing, the product is the centre of all activities. Every marketing action—whether it
is pricing, promoting or distributing—exists only because a product has value to offer to the

customers. A product is a physical object, a service, an idea or a combination of all.

According to Philip Kotler:

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

This definition highlights that a product is not merely a physical item; it includes everything

that gives value to the customer.

A product includes:

e Quality

o Features

e Design

e Brand name
o Packaging

e Price

e Services including installation, warranty, delivery, repairs, etc.

Examples of Products Beyond Physical Goods

e Services: Education, insurance, banking
o Ideas: Road safety, health awareness

o Places: Tourism destinations

o Events: Sports tournaments

o People: Celebrities marketed for endorsements

Thus, product in marketing is a broad concept.

1.2 Characteristics of a Product



1. Tangible and Intangible Benefits

Products offer physical benefits (e.g., furniture) and intangible ones (e.g., brand image,

comfort, status).

2. Satisfies Customer Needs

The foremost purpose is to fulfil wants and needs.

3. Has a Life Span

Products go through introduction, growth, maturity, and decline.

4. Has Exchange Value

A product must carry value in exchange for money or effort.

5.Itis the Core of Marketing

Without a product, marketing activities cannot exist.

1.3 Levels of Product (Very Important in Exams)

Kotler proposed that a product exists at three levels.

1. Core Product (Benefit Level)

This is the fundamental benefit or solution that the customer seeks.

Examples:

e Buying a car — desire for convenience and mobility



e Buying a watch — desire to know time

e Buying medicines — relief from illness

The core benefit is the true reason for buying the product.

2. Actual Product

This is the physical or tangible form of the product including design, features, quality,

brand name, colour, and packaging.

Examples:

e Hondacar
e Magginoodles

e Samsung mobile phone

The actual product gives shape to the core benefit.

3. Augmented Product

Includes all additional services and benefits that accompany the actual product.

Examples:

o Warranty

e After-sales service
e Free installation

e Delivery services

e Customer support

e Loyalty cards



Augmented products give customers more value and differentiate brands.

CHAPTER 2 - IMPORTANCE OF PRODUCT MANAGEMENT

Product management refers to the systematic planning, development, and oversight of

products at all stages of their life.

This function is essential due to many reasons:

1. Backbone of Marketing

Product management is the backbone of all marketing activities. No matter how strong the

advertising or distribution channels are, success depends primarily on the product.

2. Helps in Meeting Consumer Needs

Consumer needs are dynamic. Proper product management ensures that the product design,

quality, features, and technology evolve as per customer preferences.

3. Ensures Product Quality

Through continuous research and feedback mechanisms, product management assures

constant improvements in quality.

Example:

Cars now include airbags, sensors, GPS, etc., due to continuous product management.



4. Helps in Branding and Positioning

Product managers decide how a product should be positioned in the minds of customers—

premium, economical, durable, stylish, etc.

Example:

Apple positions itself as a premium, innovative brand.

5. Encourages Innovation

Product management encourages companies to develop new ideas and innovative features.

Example:

Touch-screen mobiles replaced keypad phones due to innovation.

6. Determines Product Strategies

Managers plan product launch timing, pricing, variations, modifications, packaging changes,

and improvements.

7. Helps in Product Life Cycle Management

Every product grows old and eventually declines. Product managers ensure timely action,

such as improvements or relaunches, to keep the product alive.

8. Ensures Profitability



A well-managed product sells well, achieves customer satisfaction, and ensures steady

profits.

CHAPTER 3 - INNOVATION

3.1 Meaning

Innovation means making changes in existing products or creating entirely new products

using creativity, technology, and knowledge.

Innovation includes:

e New product ideas

e New designs

e Better packaging

e New production processes

e New marketing methods

Innovation is essential because consumer needs, technology, and competition constantly

change.

3.2 Types of Innovation

1. Product Innovation

Introducing new features, improved quality, or new models.

Example: Electric bikes replacing petrol bikes.

2. Process Innovation

Improving production methods to reduce cost.



Example: Automation in manufacturing.

3. Position Innovation

Changing the way a product is marketed.

Example: Horlicks marketed for adults (Horlicks Women).

4. Paradigm Innovation

Changing the basic business model.

Example: Netflix changed movie distribution with online streaming.

3.3 Importance of Innovation

Helps businesses stay ahead of competitors
Attracts new customers

Builds brand reputation

Improves efficiency and reduces cost

Meets changing customer expectations

SN o

Helps companies enter new markets

Companies that fail to innovate gradually decline.

Example:

Nokia failed because it did not adopt new smartphone technology in time.

CHAPTER 4 -NEW PRODUCTS DEVELOPMENT

NEW PRODUCTS DEVELOPMENT is essential for survival, growth, and competitiveness.



A step-by-step process :

Stage 1: Idea Generation

Sources:

e Customers

e Competitors

o Salespersons

e Market research

e Universities and R&D centres

o Employees

The aim is to collect maximum ideas.

Stage 2: Idea Screening

Not all ideas are good. Weak and impractical ideas are eliminated. Only feasible and

profitable ideas are kept.

Stage 3: Concept Development and Testing

The idea is explained in detailed form and tested with potential customers for feedback.

Stage 4: Business Analysis



Managers analyse expected sales, profit margin, cost of production, break-even point, and

financial viability.

Stage 5: Product Development

Prototype (sample product) is created.

Testing is done for durability, safety, taste, quality, etc.

Stage 6: Test Marketing

Product will be launched in a limited area only.

Feedback helps identify improvements needed.

Stage 7: Commercialization

Final stage where the product is launched nationwide or internationally with full marketing

support.

CHAPTER 5 - SUCCESS AND FAILURE OF NEW PRODUCTS

5.1 Reasons for Success of New Products

Proper market research
Unique features

High quality

W N

Innovative packaging



Effective promotional strategy
Competitive pricing

Good timing

N o N

Strong brand name

Example: Apple iPhone succeeded due to innovation and strong branding.

5.2 Reasons for Failure of New Products

. Poor quality or design
. Incorrect pricing
. Weak promotion

. Misunderstanding customer needs

. Bad timing

1
2
3
4
5. Strong competition
6
7. Lack of marketing support
8

. Technical problems

Example:

Nokia smartphones failed due to lack of adaptation to Android OS.
CHAPTER 6 - PRODUCT MIX AND PRODUCT LINE

6.1 Product Mix

The product mix is the coplete list of all products that a business offers.

[t shows the variety and depth of items sold.



Dimensions of Product Mix

1. Width

Number of product lines a company offers.

Example: HUL product mix includes soaps, detergents, shampoos, beverages.

2. Length

Total number of items within all product lines.

Example: HUL soaps: Lux, Dove, Lifebuoy, Pears.

3. Depth

Variations in each product.

Example: Lux comes in different colours, fragrances, sizes.

4. Consistency

How closely related product lines are.

Example: Colgate’s oral care product lines are consistent.

6.2 Product Line

A product line is a group of closely related products that perform similar functions or serve

similar needs.

Examples:

e Colgate toothpaste variations



e Vivo smartphone models

o Nestlé Maggi noodles range

Product lines may be extended in two ways:

1. Line Stretching

Adding products at upper or lower price levels.

2. Line Filling

Adding products within the existing range.

CHAPTER 7 - PRODUCT LIFE CYCLE (PLC)

The Product Life Cycle describes the stages a product passes through:

1. Introduction Stage

o Sales are slow
o High promotional expenses
e Low or no profit

o Focus on creating awareness

Example: Electric cars were initially in the introduction stage.

2. Growth Stage



o Salesincrease rapidly
e Profitsrise
o Competitors enter

e Product improvements made

Example: Smartphones in early 2010s.

3. Maturity Stage

e Sales reach peak
o Market becomes saturated
e Heavy competition

e Companies offer discounts and variations

Example: Toothpaste, soaps.

4. Decline Stage

o Sales fall
e Customers shift to new technology

e Product may be withdrawn

Example: DVD players, wired earphones.

CHAPTER 8 - BRANDING

Branding means giving a product a unique name and identity.

Functions of Branding



e Product identification

o Ensures quality

e Helps in advertising

e Promotes loyalty

e Supports premium pricing

e Gives competitive advantage

Types of Brands

Manufacturer brand
Private brand
Generic brand

Family brand

AR R

Individual brand

CHAPTER 9 - PACKAGING

Packaging refers to designing and producing containers for products.

Functions of Packaging

Protection

Convenience

Attraction and promotion
Easy storage

Product differentiation

S o I

Information display

Good packaging can influence buying decisions.

Example: Frooti tetra pack, Pepsi bottle design.



CHAPTER 10 - LABELLING

Labelling provides complete information about a product through printed matter on the

package.

Information on Label

e Ingredients

e Nutritional facts

e Price

e Manufacturer details
o Expiry date

e Instructions

e Warnings

e« Barcodes

Labels help customers make informed decisions.

CHAPTER 11 - TRADEMARK

A trademark is a legally registered symbol, logo, brand name, or mark used to identify a

product.

Functions

e Legal protection
e Brand recognition
o Prevents imitation

e Builds trust



Example: Nike’s “Swoosh”, McDonald’s "M".

CHAPTER 12 - WARRANTIES

A warranty is a promise given by a manufacturer regarding product quality and

performance.
Importance

Builds confidence
Reduces risk
Influences buying decisions

Shows product reliability

AR R A

Protects consumer rights
Types

o Written (express) warranty
e Implied warranty

o Extended warranty

ACTIVITIES

Prepare a detailed product mix chart for any FMCG company.
Identify products in each stage of PLC with examples.
Analyse packaging and labelling of 5 products in your home.

Describe the innovation journey of mobile phones.

i W o

Create a new brand with logo, packaging idea, and label details.



UNIT - III : PRICING AND PRICE MANAGEMENT

UNIT-III OVERVIEW
Pricing and Price Determination

Unit-1III deals with marketing decisions: pricing. It explains the meaning of price and its
significance for the business, customers, and the economy. The unit covers various pricing
objectives such as profit maximization, sales maximization, market share leadership,

survival, and customer retention.

Students learn about internal and external factors influencing price determination: cost,
company objectives, product characteristics, competition, demand, government regulation,

and market trends.

Pricing policies such as cost-based, demand-based, competition-based, and geographical
pricing are explained. Psychological pricing, discount pricing, bundle pricing, and dynamic
pricing help companies adjust to competition and market conditions. The unit provides a

comprehensive understanding of how pricing decisions shape sales and profitability.



CHAPTER 1 - MEANING OF PRICE

Price is one of the elements of the marketing mix. It generates revenue; whereas all other
elements involve cost. Price plays a crucial role in influencing demand, profitability,

competitiveness, and customer perception.

Definition of Price

It is the amount of money that a customer must pay to obtain any product / service.

In simple terms:

Price is the value expressed in monetary terms that is exchanged for goods or services.

Price is not only about money. It also includes time, effort, convenience, risk, and

psychological sacrifices a customer makes.

CHAPTER 2 - IMPORTANCE OF PRICE

Price is important for several reasons:

1. Source of Revenue

Among the elements of the marketing mix, only pricing directly contributes to a company’s income .All

other Ps (Product, Place, Promotion) involve expenditure.

2. Determines Profitability



Profit = Price - Cost

Even a small change in price can significantly influence the profit margin.

Example:
If a company increases the price by X1 on a product sold in large quantities, it may earn

millions in extra profit.

3. Influences Demand

Price and demand have a close relationship.

Lower price — higher demand

Higher price — lower demand

Thus, price directly affects sales volume.

4. Affects Market Share

Companies often use price to increase their market share.
Example: Jio entered the telecom market with free and very low pricing, capturing a large

share rapidly.

5. Helps in Competition

Price is a powerful tool to compete in the market.

Businesses use pricing strategies like discounts, penetration pricing, and psychological

pricing to attract customers.



6. Builds Product Image

Price plays an important role in positioning a product as premium or economical.

Example:

e Apple iPhones — Premium pricing

e Xiaomi phones — Value-for-money pricing

7. Affects Consumer Choice

Customers often compare prices before selecting a product.

Hence, fair pricing helps gain customer trust and loyalty.

8. Essential in Economy

Price affects:

e Production decisions
e Distribution of goods
e Inflation and purchasing power

¢ Resource allocation

CHAPTER 3 - PRICING OBJECTIVES

Every company sets prices based on its goals. Pricing objectives guide the strategy and help

in decision-making.



1. Profit Maximization

Most companies aim to maximize profit, setting prices to achieve the highest possible returns

2. Sales Maximization

Some companies set lower prices to increase sales volume.

This is common in competitive markets.

3. Survival

During intense competition or economic recession, firms may set prices just to survive.

Sometimes, prices are kept very low to cover only variable costs.

4. Market Share Leadership

Companies aim to become market leaders.

They adopt strategies like penetration pricing to attract more customers.

Example: Jio in telecom.

5. Customer Retention

Stable and reasonable pricing helps retain customers.

Example: Many e-commerce platforms use loyalty-based pricing.



6. Quality Leadership

Some companies use high prices to indicate superior quality.

Example: Rolex watches, luxury brands.

7. Preventing New Competitors

Low pricing discourages new entrants in the market.

8. Social Objectives

Some companies (especially public-sector organizations) price products to make them

affordable to society.

Example: Government medicines, essential food items.

CHAPTER 4 - FACTORS INFLUENCING PRICE DETERMINATION

Price is influenced by several internal and external factors.

A. INTERNAL FACTORS

1. Cost of Production



Cost is the base for pricing.

A company must cover:

e Production cost
¢ Administrative cost
e Selling and distribution cost

e Profit margin

If cost increases, price must also increase.

2. Company Objectives

Pricing should be consistent with the company’s business objectives like profit, market leadership, or

survival.

3. Stages in product Life Cycle Introduction — High price

e Growth — Competitive price
e Maturity — Stable or reduced price

e Decline — Clearance price

4. Marketing Mix Strategy

Price works together with:

e Product quality
e Promotion

e Distribution



e Branding

A premium product requires premium pricing.

5. Brand Image

Strong brands can charge higher prices.

Example: Mercedes-Benz, Apple.

B. EXTERNAL FACTORS

1. Competition

If competitors charge low prices, a company must adjust accordingly.

2. Consumer Demand

High demand — High price

Low demand — Low price

Understanding elasticity of demand is essential.

3. Economic Conditions

Inflation, recession, and purchasing power affect pricing.



4. Government Regulations

Price control exists for essential commodities, medicines, LPG, electricity, etc.

5. Market Trends

Trends such as festive seasons, online sales, and global economic changes influence demand

and pricing.

6. Distribution Channels

More intermediaries — Higher price

Direct selling — Lower price

CHAPTER 5 - PRICING POLICIES

These are long-term guidelines that help a company set and maintain prices.

1. Cost-Based Pricing Policy

Prices are fixed based on total cost plus a reasonable profit.

Types:

e Cost-Plus Pricing



e Price = Cost + Profit

e Markup Pricing

e Retailers add a standard margin.
e Break-even Pricing

e Determines price to cover costs.

2. Demand-Based Pricing Policy

Prices depend on customers' willingness to pay.

Used for high-demand items and seasonal goods.

Example: Hotel rooms, airline tickets.

3. Competition-Based Pricing Policy

Prices are set after studying competitor prices.

Forms:

e Going-rate pricing
o Competitive parity pricing

o Sealed-bid pricing

4. Psychological Pricing Policy

Used to create an emotional impact.



Example:

X999 instead of 1000

It appears cheaper to customers.

5. Geographic Pricing Policy

Different prices for different regions.

Example: Transport costs cause price variation across states.

6. Dual Pricing Policy

Different prices for the same product in different markets like wholesale and retail.

7. Skimming Policy

High price at launch — reduced gradually.

Example: New smartphones, electronics.

8. Penetration Pricing Policy

Low initial price to gain market share, then increase later.

Example: Jio SIM cards.



CHAPTER 6 - PRICING STRATEGIES

These are short-term actions taken to achieve marketing goals.

1. SkKimming Pricing Strategy

High price during product launch to recover cost quickly.

Used for innovative or high-tech products.

2. Penetration Pricing Strategy

Low price initially to attract customers.

Used in competitive markets.

3. Value-Based Pricing

Price based on customer’s perception of value, not on cost.

4. Premium Pricing

High price for luxury or high-quality products.

Used by brands like Rolex, Gucci.

5. Bundle Pricing



Multiple products sold together at a single discounted price.

Example: Combo packs, fast-food meal deals.

6. Discount Pricing

Regular price is reduced to attract customers during festivals or clearance.

7. Psychological Pricing

Uses emotional triggers like odd pricing (399, 3999).

Helps create the illusion of a lower price.

8. Loss Leader Pricing

Loss leaders are priced very low to draw in customers, encouraging them to buy additional profitable

products.

Example: Supermarket offers like “Buy 1 Get 1”.

9. Dynamic Pricing

Price changes based on demand and time.

Common in airlines, hotels, and online stores.



10. Price Discrimination
Price Discrimination is based on income, age, or usage.

Example:

Student discount — Train tickets, movie tickets.

ACTIVITIES (Unit - III)

Identify 5 products in your home and explain why their prices might differ.
Analyse the pricing strategy of your favourite smartphone brand.
Compare the pricing policies of two brands of the same product (e.g., tea, shoes).

Collect advertisements showing psychological pricing (3999, X499).

AR R A

Explain which pricing objective is suitable for a new start-up company.



UNIT -1V : PHYSICAL DISTRIBUTION & MARKETING CHANNELS

UNIT-IV OVERVIEW

Physical Distribution and Marketing Channels

Unit IV covers physical distribution, encompassing the planning, implementing, and controlling of the

efficient flow of products from production to the end customer .

The unit explores essential aspects of physical distribution, such as transportation, warehousing,
inventory control, order processing, material handling, packaging, and logistics. Students learn how
effective physical distribution reduces costs, increases efficiency, and creates competitive

advantage.

Marketing channels (also known as distribution channels) are discussed in-depth. These
include wholesalers, retailers, agents, and distributors who help in the movement and sale
of products. The unit explains the importance of marketing channels, types of channels, and
factors influencing channel selection. Evaluation of channel performance is also included to

ensure smooth and effective distribution.



CHAPTER 1 - PHYSICAL DISTRIBUTION

1.1 Meaning of Physical Distribution

Physical distribution involves planning, controlling, and delivering goods from where they are produced

to where they are consumed. It deals with:

e Transportation

e Warehousing

o Inventory management
e Material handling

e Order processing

o Logistics

In simple words:

Physical distribution is the movement of finished products from manufacturers to customers in the most
efficient and cost-effective manner. It ensures that products reach the right customers, at the right time,

in the right condition, and at the right cost.

1.2 Significance (Importance) of Physical Distribution

Significance of Physical distribution is explained below:



1. Ensures Availability of Goods

Physical distribution delivers goods to the right place, exactly when customers need them. This avoids

stock outs and shortages.

2. Creates Customer Satisfaction

Timely delivery, safe handling, and good inventory control increase customer satisfaction

and trust.

3. Reduces Distribution Costs

Efficient logistics reduce:

o Transport costs
e Storage costs
e Damages

o Wastage

Lower distribution costs mean higher profit.

4. Increases Market Coverage

Physical distribution enables companies to sell products across different regions, states, and

countries.



Example:

Amazon’s strong distribution network allows it to deliver products even to remote areas.

5. Helps in Competitive Advantage

Companies with fast delivery systems achieve an advantage over competitors.

Example: Big Basket, Blinkit, Swiggy Instamart deliver within minutes.

6. Facilitates Smooth Business Operations

Proper order processing and inventory control ensure uninterrupted production and

consistent supply.

7. Increases Sales

When products are easily available and delivered on time, customers buy more.

1.3 Objectives of Physical Distribution

The main objectives include:

1. Quick Delivery to Customers

Delivering goods on time without delay.



2. Reducing Transportation Costs

Using efficient transport methods and routes to minimize cost.

3. Maintaining Proper Inventory Levels

Avoiding excess or shortage of stock.

4. Ensuring Product Safety

Handling, packing, and storing goods properly to prevent damage.

5. Achieving Customer Satisfaction

By ensuring reliable delivery and good service.

6. Integrating All Distribution Activities

Coordinating transportation, warehousing, order processing, and logistics for smooth

functioning.

7. Increasing Distribution Efficiency

Using technology and planning for quick and economical distribution.



1.4 Elements in Physical Distribution

1. Order Processing
This is the starting point of physical distribution.
It includes receiving orders, checking details, preparing invoices, and scheduling delivery.

Efficient order processing — quick delivery — customer satisfaction.

2. Transportation
Transportation physically moves goods from producer to consumer.

Types of Transportation

e Road

e Rail

e Air

o Water

e Pipeline

Transportation affects:

e Speed
e Price
o Safety

It is the costliest element of physical distribution.



3. Warehousing

Warehousing is the storage of goods until they are needed.

It helps in maintaining a steady supply.

Types of Warehouses

e Public warehouse
e Private warehouse
« Bonded warehouse

e Cold storage

Warehousing reduces price fluctuations and ensures availability.

4. Inventory Management

It deals with maintaining optimum levels of stock.

Objectives:

e Avoid stockouts
e Avoid overstocking
e Reduce holding cost

e Ensure continuous supply

Techniques like EOQ (Economic Order Quantity) and JIT (Just-in-Time) are used.

5. Material Handling



Material handling refers to the movement, loading, unloading, and control of goods inside

warehouses or factories.

Equipment used:

o Forklifts

o Conveyors

¢« Cranes
o Pallets
° Robots

Good material handling reduces damages and speeds up distribution.

6. Packaging

Packaging ensures that goods remain safe and intact throughout transit and while in storage. It prevents

breakage, leakage, and contamination.

7. Logistics Coordination

Logistics involves overall coordination of transportation, warehousing, and inventory.

It helps in efficient flow of goods from production to consumption.

CHAPTER 2 - IMPORTANCE OF PHYSICAL DISTRIBUTION MANAGEMENT



Efficient management of physical distribution is vital for modern businesses to meet customer demand,

reduce costs, and maintain competitiveness due to the following reasons:

1. Reduces Total Distribution Cost

Modern logistics systems reduce unnecessary expenses and increase efficiency.

2. Improves Customer Service

Fast and safe delivery increases customer satisfaction and loyalty.

3. Supports Marketing and Sales

Distribution availability directly affects sales volume.

Better distribution = more sales opportunities.

4. Helps in Expanding Market Area

Companies can reach new markets when they have a strong distribution system.

5. Enhances Company Image

Reliable delivery improves company reputation.



6. Key in E-commerce and Online Business

Companies like Amazon, Flipkart, and Myntra rely heavily on physical distribution.

7. Reduces Wastage and Damage

Scientific storage, handling, and packaging minimize losses.

CHAPTER 3 - THE EFFECTIVE USE OF PHYSICAL DISTRIBUTION

For effective physical distribution, companies must follow certain practices:

1. Use of Modern Technology

Technologies like GPS tracking, barcoding, and RFID, automation, and warehouse

management systems improve distribution.

2. Scientific Inventory Control

Using EOQ, ABC analysis, and JIT reduces unnecessary stock.

3. Efficient Transport Planning

Choosing the right mode, route, and schedule reduces cost and time.



4. Proper Warehouse Location

Warehouses must be near markets and transport facilities to reduce delivery time.

5. Professional Workforce Training

Skilled workers reduce damages and complete deliveries quickly.

6. Coordination between Departments

All departments (production, sales, and logistics) must work together.

7. Continuous Monitoring and Improvement

Companies must regularly analyse distribution performance and make necessary

improvements.

CHAPTER 4 - MARKETING CHANNELS

4.1 Meaning :

Marketing channels refer to the pathways through which products flow from manufacturers to the final

consumers, facilitating their availability in the market. These include:

o Wholesalers

o Retailers



e Agents
e Distributors

e Online platforms

Marketing channels help in the exchange, transfer, and movement of goods.

In simple words:

Marketing channels connect the producer and consumer.

4.2 Importance of Marketing Channels

1. Provide Convenience to Customers

Products become easily accessible when distributed through retailers, wholesalers, or online

platforms.

2. Reduce Distribution Work of Producers

Producers can focus on production instead of distribution.

3. Ensure Wide Market Coverage

Channel members help reach distant markets.

Example: Distributors help FMCG companies reach rural areas.

4. Assist in Promotion and Sales



Wholesalers and retailers help in promoting products, displaying them, and convincing

customers.

5. Provide Market Information

Channel members give feedback on:

e Customer demand
e Competition

e Market trends

This helps producers make better decisions.

6. Provide Finance and Credit Facilities

Wholesalers often give credit to retailers and also make advance payments to producers.

7. Reduce Inventory Burden of Manufacturers

By maintaining stock, wholesalers reduce the inventory burden and associated costs for producers..

4.3 Types of Marketing Channels

1. Direct Channel (Zero-Level Channel)

Producer —» Consumer



Example: Online shopping, factory outlets.

2. One-Level Channel

Producer — Retailer » Consumer

Example: Furniture, electronic stores.

3. Two-Level Channel

Producer - Wholesaler — Retailer - Consumer

Common for FMCG products.

4. Three-Level Channel

Producer — Agent - Wholesaler — Retailer - Consumer

Used in pharmaceuticals and food products.

4.4 Factors Influencing Selection of Marketing Channels

Choosing the right channel is crucial. The selection depends on:

1. Product Nature

e Perishable goods — short channels



e Durable goods — longer channels

2. Market Nature

e Large markets need more intermediaries

e Industrial buyers need direct channels

3. Company'’s Financial Strength

Financially strong companies can manage direct selling.

4. Competition

Competitors’ distribution strategies affect channel selection.

5. Cost of Channel

Lower-cost channels are preferred.

6. Control Required

More intermediaries — less control

Companies wanting control use direct channels.



7. Brand Image

Premium brands prefer exclusive or selective channels.

4.5 Evaluation of Marketing Channels

Companies evaluate channels using:

1. Sales Performance

How well the channel increases sales.

2. Cost Efficiency

Total cost of distribution.

3. Market Coverage

How many customers and regions covered.

4. Customer Satisfaction

Timely delivery, after-sales service.

5. Conflict Level

Less conflict = more effective channel.

ACTIVITIES FOR UNIT -1V

1. Identify marketing channels for 5 household products.

2. Visit a retail store and note different brands and their distribution strategies.



3. Prepare a chart showing elements of physical distribution.
4. Create a case study on how Amazon uses physical distribution.

5. Draw diagrams of 4 types of marketing channels.

UNIT - V: PROMOTION & SALES PROMOTION MANAGEMENT

UNIT-V OVERVIEW

Unit V: Promotion

Unit V focuses on promotion, a key element of the marketing mix. Promotion encompasses all
activities used to communicate with customers and persuade them to purchase a product.

The unit emphasizes sales promotion, which involves short-term incentives such as discounts,
coupons, contests, gifts, and free samples. The main objectives of sales promotion are to boost
immediate sales, attract new customers, encourage repeat purchases, and support new
product launches.

Students learn about major decisions in sales promotion, including:
o Consumer promotion tools
e Trade promotion tools

o Sales force promotion tools

The unit also explains the process of developing a sales promotion program, which includes:

1. Setting objectives

2. Selecting appropriate tools
3. Budgeting

4. Pre-testing

5. Implementation

6.

Control and evaluation

Additionally, the unit discusses the rapid growth of sales promotion in India, driven by factors
such as competition, digital marketing, organized retailing, and changing consumer behavior.



CHAPTER 1 Introduction to Promotion

Promotion is one of the four key elements of the marketing mix: Product, Price, Place, and
Promotion. It includes all activities that communicate the value of a product and persuade
customers to buy it.

In simple terms:
Promotion is the process of informing, persuading, and reminding customers about a product
or service.

Promotion is crucial in modern marketing because:

o Competition is intense.

e Customers are well-informed and have many choices.

o Companies need to communicate effectively to capture customer attention and drive
sales.

CHAPTER 2 - Purpose of Sales Promotion

Sales promotion is an important component of promotional activities. It involves short-term
incentives designed to encourage customers, dealers, or salespersons to buy or sell a product.

Examples:

e Discounts

e Coupons

e Free samples

o Contests

o Buy1Get1Free
e (Gifts

Purpose of Sales Promotion (Elaborated)

1. Stimulate Immediate Sales



Sales promotion creates urgency and encourages customers to buy immediately.

Example: Festive offer - “Flat 40% Off Today Only”.

2. Attract New Customers

Coupons, free samples, and trials help attract new buyers who may start using the product

regularly.

3. Encourage Existing Customers to Buy More

Loyalty programs and special discounts motivate present customers to buy more frequently.

4. Support New Product Launch

When launching new products, companies offer introductory deals, samples, or price cuts to

encourage trial.

5. Increase Dealer Support

Trade promotions attract wholesalers and retailers to stock and sell more of the product.

6. Improve Sales Force Performance

Bonuses and contests motivate salespersons to achieve higher sales targets.



7. Reduce Excess Inventory

Clearance sales help in removing old, seasonal, or slow-moving stock.

8. Face Market Competition

Promotional activities help retain customers even when competitors are offering similar

products.

CHAPTER 3 - MAJOR DECISIONS IN SALES PROMOTION

Developing a sales promotion strategy involves several important decisions:

1. Setting Promotion Objectives

Objectives may include:

e Increasing sales

o Attracting new customers
e Encouraging trials

e Increasing dealer loyalty

e Reducing inventory

2. Selecting the Target Market

The promotional program must be designed for:

e Consumers



e Traders

o Salespeople

3. Choosing the Promotion Tools

The company selects appropriate consumer, trade, or sales force promotion tools.

5. Setting the Timing and Duration

Promotion should run:

e During festivals,
o Weekends,
o Off-season,

e Or when competition is high.

6. Designing the Promotional Program

Selecting message, incentive level, rules, and conditions.

7. Pre-testing and Evaluation

Before final launch, companies test the promotion on a small group to check effectiveness.

8. Implementation and Control



Executing the plan, coordinating with retailers, and monitoring progress.

Chapter 4 :Sales promotion tools

These are incentives aimed directly at the end customers to encourage purchase, trial, or loyalty.These

tools aim at encouraging the final customer to buy more.

1. Price-Off / Discounts

Temporary price reductions attract quick purchases.

2. Coupons

Printed or digital certificates that offer discounts on purchase.

3. Free Samples

Given to customers to try the product before buying.

4. Premiums (Gifts)

Free or low-cost items given with purchase.

Example: Free bowl with detergent.



5. Contests and Lotteries

Customers participate and win prizes.

Example: “Scratch and Win”.

6. Refunds and Rebates

A part of the price is returned after purchase.

7. Loyalty Programs

Reward points for repeated purchases.

Example: Supermarket membership cards.

8. Buy 1 Get 1 Free (BOGO)

Popular method to boost sales instantly.

9. Demonstrations

Live demonstrations of products in stores.

10. Sampling on Social Media

Free trials or trial-size packs to influencers or new customers.



B. Trade Promotion Tools

These promotions motivate wholesalers and retailers to carry and promote the company’s

products.

1. Trade Allowances

Discounts given to retailers for stocking or promoting products.

2. Display Allowances

Money paid to retailers for displaying products in premium locations.

3. Trade Contests

Competitions for retailers to win gifts or cash rewards.

4. Dealer Loadings

Free goods or special equipment given to dealers.

5. Buying Allowances

Temporary price reductions to encourage bulk purchases by dealers.



6. Cooperative Advertising

Company shares advertising costs with retailers.

C. Sales Force Promotion Tools

These tools motivate the salespeople to perform better.

1. Bonuses and Incentives

Financial rewards for achieving target sales.

2. Sales Contests

Competitions to motivate sales personnel.

3. Recognition Programs

Awards, certificates, and public appreciation.

4. Training Programs

Training improves selling skills and motivation.



5. Free Trips / Tours

Rewarding top-performing salespeople with travel packages.

CHAPTER 5 - DEVELOPING THE SALES PROMOTION PROGRAM

Creating an effective sales promotion program involves several steps:

1. Identifying Target Audience

Deciding whether promotion is for:

e Consumers
e Dealers

o Salespersons

2. Setting Objectives

Clear objectives such as:

e Increase sales
e Introduce new product

e C(lear inventory

3. Determining the Budget

Budget depends on:



o Competitor actions
o Market potential

e Profit margins

4. Selecting the Promotion Tools

Choosing the right combination of tools like coupons, contests, or discounts.

5. Deciding the Offer
Determining:

o Type of incentive
e Amount of benefit

e Duration of the offer

6. Pre-Testing the Program
Testing on a small group helps identify:

e Problems
e (Customer reactions

o Effectiveness

7. Implementing the Program

Includes:



e Distribution of coupons
e Advertising the offer
o Supplying materials to dealers

o Training sales force

8. Monitoring and Controlling

Tracking:

e Salesincrease
e Dealer participation

e Customer response

9. Evaluating the Results

After the promotion ends, evaluation includes:

e Comparing sales before and after promotion
e Measuring profit

e Analysing customer feedback

If results are positive, similar promotions can be used again.

CHAPTER 6 - PRE-TESTING, IMPLEMENTATION & CONTROL

A. Pre-Testing



Pre-testing means testing the promotional plan before launching it on a large scale.

Methods:

e Conducting surveys
e Running a small pilot promotion

o Testing in selected stores
Benefits:

o Identifies errors
o Helps adjust incentive level

e Reduces risk of failure

B. Implementation
This is the actual execution of the promotion.
Key factors in implementation:

Supply products to dealers
Distribute promotional materials
Train salespeople

Advertise the offer
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Monitor execution

Implementation must be timely and well-coordinated.

C. Control

Control ensures the promotion is carried out as per plan.



Control involves:

e Supervising dealers
e Checking misuse of coupons
e Ensuring stock availability

e Avoiding fraud

CHAPTER 7 - EVALUATION OF SALES PROMOTION

Evaluation measures whether the promotion achieved the expected results.

Evaluation Methods:

1. Sales Analysis

Compare sales before, during, and after the promotion.

2. Customer Feedback

Surveys, online reviews, and interviews.

3. Dealer Feedback

Dealers provide valuable information about customer response.

4. Cost-Effectiveness Analysis



Determine whether the revenue earned is higher than the cost spent.

5. Repeat Purchase Rate

Check how many promoted customers continue purchasing the product later.

CHAPTER 8 - GROWTH OF SALES PROMOTION IN INDIA

Sales promotion in India has grown rapidly in the last few decades due to several factors:

1. Increased Competition

Many brands compete for the same market, so companies use promotions to attract

customers.

2. Rise of Organized Retailing

Supermarkets, malls, and online platforms provide excellent space for promotions.

3. Online and Digital Marketing

E-commerce giants like Amazon, Flipkart, and Nykaa regularly use:

o Flash sales
o BigBillion Day

e Promo codes



4. Changing Consumer Behaviour
Modern customers expect:

e Discounts
e Special offers
e Cashback

o Festive deals

5. Growth of FMCG Sector

Frequent purchases encourage promotions like free samples and combo offers.

6. Technological Development

Digital coupons, QR codes, and mobile apps make sales promotion easier and more effective.

7.Seasonal Festivals and Events

India  has many festivals like Diwali, Pongal, Eid, Christmas, etc.

These festivals encourage huge promotional activities.

8. Entry of Global Brands

International brands use aggressive promotional strategies in India, forcing local brands to

follow.



ACTIVITIES - UNITV

1. Collect 10 promotional advertisements from newspapers or online. Classify them as
consumer, trade, or sales force promotions.

Visit a supermarket and identify different sales promotion tools used.

Interview a retailer and ask how company promotions help increase sales.

Conduct a small survey on what promotions consumers prefer.
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Prepare a chart showing steps in developing a sales promotion program.

* PART 1: SHORT SUMMARIES OF ALL UNITS

UNIT - I: Short Summary

Unit-I introduces the basic meaning, importance, and objectives of marketing. It explains
marketing concepts, marketing mix (4Ps), market segmentation, buyer behavior, and buying
motives. The unit focuses on understanding customers, dividing markets into segments, and

designing strategies to satisfy consumer needs effectively.

UNIT - II : Short Summary

Unit-II deals with the product and its management. It explains new product development,
innovation, and reasons for product success/failure, product mix and product line decisions,
and the product life cycle (PLC). Important product-related decisions like branding,

packaging, labelling, trademarks, and warranties are also discussed.

UNIT - III : Short Summary



Unit-III focuses on price and pricing decisions. It explains pricing objectives, factors affecting
price, and various pricing policies and strategies like cost-based pricing, competition-based
pricing, skimming, penetration, and psychological pricing. It highlights the importance of

pricing in demand generation and profitability.

UNIT - IV : Short Summary

Unit IV focuses on physical distribution and marketing channels. It covers key aspects of
physical distribution, including:

e Transportation

e Warehousing

e Inventory control
e Material handling
e Order processing

e Logistics

The unit also emphasizes the importance of marketing channels, discussing:
e Types of channels
e Channel selection

¢ Channel evaluation

These concepts ensure efficient product availability and optimal market reach.

UNIT - V: Short Summary

Unit-V explains promotion and sales promotion. It covers the purpose of sales promotion,
tools used for consumers, dealers, and salespeople, and the process of developing a sales
promotion program. It also describes the growth of sales promotion in India due to

competition, digital marketing, and organized retailing.

* PART 2: ONE-LINE DEFINITIONS (All Units)



UNIT I

o Marketing involves identifying and understanding customer needs and delivering products or
services that satisfy those needs while generating profit

e Marketing Mix: Product, Price, Place, and Promotion.

o Market Segmentation: Dividing the market into distinct customer groups.

e Buyer Behaviour: Study of why and how consumers buy products.

o Buying Motives: Reasons that encourage people to buy.

UNIT I

e Product: Anything that satisfies a customer need.

e Product Mix: Total range of products offered by a company.

e Product Line: Group of related products under one category.

e PLC (Product Life Cycle): introduction to decline.

e Branding: Creating a name, symbol, or design for identification.
o Packaging: Designing and producing containers or wrappers.

o Labelling: Providing product information on the package.

o Innovation: Introducing new ideas or improvements.

UNIT III

e Price: The amount paid by customers for a product.

e Pricing Strategy: Method used to set prices.

o Penetration Pricing: Low initial price to enter the market.
o Skimming Pricing: High initial price to recover costs.

o Psychological Pricing: Pricing based on customer perception.

UNIT IV

o Physical Distribution: Movement of goods from producer to consumer.



e Transportation: Movement of goods from one place to another.
e Warehousing: Storing goods until needed.
o Inventory Management: Maintaining optimum stock levels.

o Marketing Channel: Path through which products reach consumers.

UNITV

e Promotion: Communication to persuade customers to buy.
o Sales Promotion: Short-term incentives to increase sales.
o Coupons: Certificates offering discounts.

o Trade Promotion: Incentives for dealers/retailers.

o Sales Force Promotion: Incentives for salespeople.

* PART 3: MIND MAPS / FLOW CHARTS

UNIT - I : Marketing Mind Map

MARKETING

Marketing Mix Segmentation Buyer Behaviour

Product Price Bases: Demo- Motives: Rational,

Place Promo Geo-Psycho Emotional

UNIT - II : Product Mind Map



PRODUCT

Product Mix =~ New Product Dev. Product Life Cycle

Width/Length  Idea — Screening -  Intro —» Growth —

Depth/Consistency Development — Launch Maturity — Decline

UNIT - III : Pricing Mind Map

Objectives Factors of Pricing  Pricing Strategies

Profit, Sales, Cost, Demand, Comp. Skimming, Penetration,

Survival Govt,, Market Trends Value, Psychological

UNIT - IV : Distribution Mind Map

PHYSICAL DISTRIBUTION

Transport Warehousing Inventory Mgmt Channels

|
Direct/Indirect/Hybrid



UNIT - V: Promotion Mind Map

PROMOTION

Advertising  Sales  (Personal) Selling

Consumer Tools Trade Tools Sales Force Tools

* PART 4: QUESTION BANK (All Units)

UNIT -1
Very Short Questions

1. Define marketing.
2. What is market segmentation?

3. What are buying motives?

Short Questions

1. Explain the importance of marketing.
2. What is the marketing mix?

3. Describe the bases of segmentation.

Long Questions

1. Discuss the different marketing concepts.



2. Explain buyer behaviour and buying motives.

3. Describe in detail the functions of marketing executives.

UNIT - 11

Very Short

1. Whatis a product?
2. Define branding.
3. Whatis PLC?

1. Explain product mix and product line.

2. Describe the steps in new product development.

1. Discuss reasons for new product success and failure.
2. Explain branding, packaging, and labelling in detail.
3. Discuss the Product Life Cycle with illustration.

UNIT - III

Very Short

1. Define price.
2. What is skimming?
3. What s psychological pricing?

Short



Explain pricing objectives.

List internal and external factors affecting price.

Describe various pricing strategies.
Explain cost-based and competition-based pricing.

Discuss the importance of pricing in marketing.

UNIT -1V

Very Short

UNIT -

What is logistics?
Define warehousing.

What is a marketing channel?

Explain the importance of physical distribution.

Describe types of marketing channels.

Explain components of physical distribution.
Discuss factors influencing channel selection.

Describe transportation and warehousing.

\'

Very Short



Define sales promotion.
What are coupons?

What is trade promotion?

Explain consumer promotion tools.

What is pre-testing in sales promotion?

Discuss sales promotion tools for consumers, traders, and salespeople.
Explain the steps in developing a sales promotion program.

Describe the growth of sales promotion in India.
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