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Course Code BC407 

Semester IV 

Credits 4 

 

COURSE OBJECTIVES 

• To understand the basic concepts, functions, and relevance of marketing in business and 

society. 

• To examine the components of the marketing mix and the process of market 

segmentation and positioning. 

• To explore product development, branding, and lifecycle strategies in the product 

management process. 

• To study pricing and distribution strategies in marketing management. 

• To help students understand the meaning of promotion and the different methods used to 

promote products. 

Unit – I 

Marketing: Introduction   

Market and Marketing -Exchange Process - Core Concepts of Marketing - Market and Marketing 

- the Exchange Process - Core Concepts of Marketing - Exchange Concept - Production Concept 

- Product Concept - Sales/selling concept - Modern Marketing Concept - Societal Marketing 

Concept - Impact of Marketing Concepts and its Applicability - Functions of Marketing - 

Importance of Marketing - Marketing Orientations. 

Unit – II 

Market Process and Segmentation 

The marketing process: Introduction, Marketing Mix-The Traditional 4Ps - The Modern 

Components of the Mix- the Additional 3Ps - Developing an Effective Marketing Mix - Marketing 

Planning - Marketing Implementation and Control. Segmentation: Concept of Market 

Segmentation - Benefits of Market Segmentation - Requisites of Effective Market Segmentation 
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- The Process of Market Segmentation - Bases for Segmenting Consumer Markets - Targeting (T) 

- Market Positioning (P). 

Unit – III 

Product Management 

Decisions - Development and Lifecycle Strategies: Introduction - Levels of Products - 

Classification of Products - Product Hierarchy - Product Line Strategies - Product Mix Strategies 

- Packaging and Labelling - New Product Development - Product Life Cycle (PLC). Brand and 

Branding Strategy: Introduction - Brand and Branding - Advantages and disadvantages of 

Branding - Brand Equity - Brand Positioning - Brand Name Selection - Brand Sponsorship - Brand 

Development. 

Unit – IV 

Pricing and Physical distribution 

Introduction - Factors Affecting Price Decisions - Cost Based Pricing - Value Based and 

Competition Based Pricing - Product Mix Pricing Strategies - Adjusting the Price of the Product - 

Initiating and Responding to the Price Changes. Distribution Management: Introduction - Need 

for Marketing Channels - Decisions Involved in Setting up the Channel - Channel Management 

Strategies - Introduction to Logistics Management - Introduction to Retailing – Wholesaling. 

Unit – V 

Promotion 

Meaning – methods of promotion – optimum promotion mix – advertising media – their relative 

merits and demerits- characteristics of an effective advertisement – personnel selling – selling as 

a career – classification of successful sales person – function of sales man – sales promotion – 

public relation. 

Course Outcomes 

• Define and explain marketing concepts, orientations, and environmental factors. 

• Apply segmentation, targeting, and positioning techniques to develop marketing strategies. 

• Analyze branding decisions and product lifecycle strategies in marketing. 
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• Evaluate pricing strategies and channel management techniques in various business 

contexts. 

• Able to explain the methods of promotion and understand the role of advertising, sales 

promotion, personal selling, and public relations. 

 

Textbooks 

• Kotler, P., & Keller, K. L. (2019). Marketing Management (15th ed.). Pearson Education. 

• Saxena, R. (2020). Marketing Management (6th ed.). Tata McGraw-Hill. 

• Ramaswamy, V. S., & Namakumari, S. (2018). Marketing Management: Global 

Perspective Indian Context (6th ed.). McGraw Hill Education. 

• Arun Kumar, N., & Meenakshi, N. (2021). Marketing Management. Vikas Publishing 

House. 

• Lamb, C. W., Hair, J. F., & McDaniel, C. (2020). MKTG: Principles of Marketing. Cengage 

Learning. 

Reference Books 

• Etzel, M. J., Walker, B. J., & Stanton, W. J. (2018). Marketing (14th ed.). McGraw-Hill. 

• Solomon, M. R. (2021). Consumer Behaviour: Buying, Having, and Being (13th ed.). 

Pearson Education. 

• Aaker, D. A. (2020). Strategic Market Management (11th ed.). Wiley. 

• Zeithaml, V. A., & Bitner, M. J. (2019). Services Marketing: Integrating Customer Focus 

Across the Firm (7th ed.). McGraw-Hill. 

• Panda, T. K. (2022). Marketing Management. Excel Books. 

Web Resources 

• https://www.investopedia.com/terms/m/marketing.asp 

• https://www.smartinsights.com/marketing-planning/segmentation-targeting-and-

positioning/ 

• https://www.productplan.com/glossary/product-life-cycle/ 

• https://www.coursera.org/learn/marketing-mix-pricing-strategy 

• https://www.hubspot.com/digital-marketing 
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MARKETING MANAGEMENT 

UNIT – I: INTRODUCTION  

1.1 MEANING OF MARKETING 

1.2 DEFINITIONS OF MARKETING 

1.3 NATURE/FEATURES  

1.4 SIGNIFICANCE 

1.5 OBJECTIVES OF MARKETING 

1.6 SCOPE OF MARKETING 

1.7 IMPORTANCE OF MARKET SEGMENTATION 

1.8 BASES FOR MARKET SEGMENTATION 

1.9 STEPS IN MARKET SEGMENTATION 

1.10 TARGETING AND POSITIONING 

1.11 IMPORTANCE OF UNDERSTANDING BUYER BEHAVIOR 

1.12 TYPES OF BUYING DECISIONS 

1.13 BUYING MOTIVES 

1.14 CONSUMER DECISION-MAKING PROCESS 

1.15 FACTORS INFLUENCING BUYER BEHAVIOR 

1.16 BUYER BEHAVIOR IN MODERN MARKETS 

1.17 FACTORS INFLUENCING BUYER BEHAVIOR 
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1.18 BUYING MOTIVES 

1.19 CONSUMER DECISION-MAKING PROCESS 

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: 
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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 starts and ends with the customer. The main focus of marketing is to understand what 

customers need, want, and expect from a product or service. Before designing a product or setting 

its price, marketers study customer preferences, buying behaviour, income levels, and lifestyle. 

All marketing decisions—such as product features, pricing, advertising methods, and distribution 

channels—are made by keeping the customer at the centre. When businesses focus on customer 

satisfaction, they are more likely to build trust, loyalty, and long-term relationships. 
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2. Continuous and Dynamic Process 

Marketing is an ongoing activity, not something that is done only once. Customer tastes change 

over time, new technologies are introduced, and competitors constantly try to attract the same 

customers. Because of these changes, businesses must regularly update their marketing strategies. 

For example, a product that is popular today may become outdated tomorrow. Therefore, 

marketing requires continuous monitoring of the market and quick adjustments to remain relevant 

and competitive. 

3. Exchange-Oriented 

The core of marketing is exchange. This means that marketing involves a transaction where a 

business offers a product or service, and the customer provides money or something of value in 

return. Both parties should benefit from this exchange—the customer receives satisfaction, and the 

business earns revenue. Without exchange, marketing cannot exist. This exchange also depends 

on mutual agreement, trust, and perceived value. 

4. Goal-Oriented 

Marketing activities are always directed toward achieving specific objectives. These goals may 

include increasing sales, gaining a larger market share, improving brand image, or earning higher 

profits. Marketing strategies are designed in a way that supports the overall goals of the 

organization. Success in marketing is measured by how effectively these goals are achieved within 

a given period. 

5. Wide Scope 

Marketing is not limited to selling physical goods. Its scope is very broad and includes services, 

ideas, events, places, personalities, and digital products. For example, marketing is used to promote 

social causes, political campaigns, tourism destinations, celebrities, and mobile applications. This 

wide scope shows that marketing plays an important role in almost every sector of the economy 

and society. 

6. Requires Planning and Research 
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Successful marketing does not happen by chance. It requires careful planning and systematic 

research. Market research helps businesses understand customer needs, market trends, competitor 

strategies, and future opportunities. Based on this information, marketers develop well-planned 

strategies related to product development, pricing, promotion, and distribution. Scientific planning 

reduces risks and helps businesses make informed decisions. 

7. Value Creation 

Marketing creates value for customers in many ways. This includes offering good quality products, 

building strong brands, attractive packaging, reliable customer service, and efficient after-sales 

support. Value creation helps customers feel satisfied and confident about their purchase. When 

customers perceive higher value, they are more likely to choose the product again and recommend 

it to others, which benefits the business in the long run. 

1.4 SIGNIFICANCE 

Marketing plays a crucial role in modern business and economy: 

A. Importance of Marketing to Business 

1. Ensures Business Survival and Growth 

Customer satisfaction is the foundation of business survival. Marketing helps businesses 

understand customer needs and expectations and deliver products accordingly. By maintaining 

good relationships with customers and adapting to changing market conditions, marketing ensures 

repeat purchases and long-term growth. A business that ignores marketing risks losing customers 

to competitors. 

2. Generates Revenue 

Marketing plays a direct role in generating revenue by attracting customers and encouraging them 

to buy products or services. Even a high-quality product cannot succeed if customers are unaware 

of it. Through advertising, promotions, and effective distribution, marketing increases sales 

volume, which leads to higher revenue and profits for the business. 
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3. Assists in Decision Making 

Marketing provides valuable information through market research and analysis. This information 

helps management make informed decisions related to product design, pricing strategies, choice 

of distribution channels, and promotional methods. Accurate marketing data reduces uncertainty 

and business risks, leading to better planning and performance. 

4. Enhances Competitive Strength 

In a competitive market, marketing helps businesses stand out. Strong branding, effective 

advertising, superior customer service, and innovative promotional techniques give firms a 

competitive advantage. Marketing enables businesses to differentiate their products and build a 

loyal customer base, making it difficult for competitors to replace them. 

B. Importance of Marketing to Consumers 

1. Provides Right Products at the Right Time 

Marketing ensures that goods and services are available to consumers according to their needs and 

preferences. Through efficient distribution and supply chain management, marketing makes 

products accessible at convenient locations and times, saving consumers effort and time. 

2. Creates Awareness 

Marketing activities such as advertising, sales promotion, and digital marketing inform consumers 

about new products, their features, prices, quality, and availability. This awareness helps 

consumers make informed purchasing decisions and compare different options in the market. 

3. Improves Standard of Living 

Marketing encourages competition, which leads to better quality products, improved services, and 

reasonable prices. Consumers get access to innovative products that improve comfort, 

convenience, and lifestyle. As a result, marketing plays an important role in raising the overall 

standard of living. 
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C. Importance of Marketing to Society 

1. Creates Employment 

Marketing activities generate employment opportunities in various fields such as sales, advertising, 

market research, logistics, packaging, transportation, and digital marketing. As businesses expand 

their marketing efforts, more jobs are created, contributing to social development. 

2. Increases National Income 

Marketing promotes large-scale production and higher sales. Increased business activity leads to 

higher income for companies, workers, and the government in the form of taxes. This contributes 

to national income and overall economic growth. 

3. Encourages Innovation 

Competition in the market forces businesses to innovate and improve their products. Marketing 

identifies changing consumer needs and motivates firms to develop new products, improve quality, 

and adopt modern technology, leading to continuous innovation. 

1.5 OBJECTIVES OF MARKETING 

1. Customer Satisfaction 

The primary objective of marketing is to satisfy customers. All marketing activities are directed 

toward understanding customer needs and delivering value. Satisfied customers are more likely to 

become loyal and promote the brand through positive word of mouth. 

2. Profit Generation 

Profit is essential for the survival of any business. Marketing helps achieve profitability by 

increasing sales volume, expanding the customer base, and improving efficiency. Effective 

marketing ensures a balance between customer satisfaction and organizational profits. 

3. Market Expansion 
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Marketing focuses on entering new markets, attracting new customers, and increasing market 

share. This may include geographical expansion, targeting new customer segments, or introducing 

new products. Market expansion helps businesses grow and reduce dependency on a single market. 

4. Creation of Demand 

Marketing creates demand by informing customers about products and persuading them to buy. 

Advertising, sales promotions, and personal selling generate interest and awareness, especially for 

new or innovative products. 

5. Enhancing Brand Image 

Marketing helps build a strong brand image and goodwill in the market. Consistent quality, 

effective promotion, and good customer service create trust and a positive reputation, which 

increases customer loyalty and brand value. 

6. Long-Term Growth 

Marketing ensures long-term growth by adapting to market changes, encouraging innovation, and 

building strong customer relationships. By focusing on customer loyalty and continuous 

improvement, marketing supports the long-term success of the business. 

1.6 SCOPE OF MARKETING 

The scope of marketing is very wide and includes the following activities: 

1. Product Planning and Development 

Marketing helps in deciding product features, design, quality, and packaging based on customer 

needs and market demand. 

2. Pricing Policies 

Marketing determines appropriate pricing strategies by considering costs, competition, and 

customer willingness to pay. 
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3. Promotion and Advertising 

This includes advertising, sales promotion, public relations, and personal selling to communicate 

product value to customers. 

4. Distribution and Transportation 

Marketing ensures that products reach customers through efficient distribution channels and 

transportation systems. 

5. After-Sales Service 

Customer support after purchase, such as warranties, repairs, and maintenance, is an important part 

of marketing that builds trust and satisfaction. 

6. Market Research 

Market research involves collecting and analyzing data about customers, competitors, and market 

trends to support decision making. 

7. Customer Relationship Management 

Marketing focuses on building long-term relationships with customers through personalized 

services, feedback systems, and loyalty programs. 

8. Digital and Online Marketing 

Modern marketing includes online platforms such as social media, websites, email marketing, and 

e-commerce to reach a global audience efficiently. 

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

Marketing Mix (The 4Ps) 

The marketing mix is a foundational concept in marketing. It represents a combination of factors 

a company can control to influence consumers to purchase its products. Traditionally, the 
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marketing mix consists of 4Ps: Product, Price, Place, and Promotion. Each element is interrelated, 

and together, they create a comprehensive strategy for satisfying customer needs and achieving 

business goals. 

1. Product 

The product is the cornerstone of the marketing mix. It is not just a physical item, but also includes 

services, ideas, and experiences provided to the customer. A well-designed product fulfils 

customer needs, provides value, and differentiates itself from competitors. 

Key considerations for products: 

• Quality: Determines the product’s durability and reliability. High-quality products often 

command premium pricing. Example: Apple iPhones are renowned for their premium 

quality, sleek design, and innovative features. 

• Features: Additional attributes or functionalities that provide extra value. 

Example: Samsung Galaxy smartphones offer features like high-resolution cameras and 

foldable screens to differentiate from competitors. 

• Design: The aesthetic appeal and usability of the product. Example: IKEA designs 

furniture that is stylish, functional, and easy to assemble. 

• Branding: Strong brands influence customer loyalty and perception. 

Example: Nike’s brand symbolizes performance and style, attracting a global audience. 

• Warranty and After-Sales Service: Provides reassurance to customers. 

Example: Bosch offers extended warranties on home appliances, building consumer trust. 

Types of Products: 

1. Consumer Products: Purchased for personal use (e.g., toothpaste, clothing). 

2. Industrial Products: Purchased for business operations (e.g., machinery, raw materials). 

3. Services: Non-tangible offerings like banking, education, or healthcare. 

2. Price 
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Price is the amount customers pay to acquire a product or service. It is a crucial element because 

it directly impacts revenue, market positioning, and profitability. Setting the right price requires 

understanding both costs and customer perception. 

Factors influencing pricing decisions: 

• Cost of Production: Total expenses incurred in manufacturing, marketing, and delivering 

the product. Example: A chocolate manufacturer considers raw cocoa, labor, and 

transportation before setting the retail price. 

• Customer Perception: How much value the customer places on the product. 

Example: Rolex watches are priced high because customers perceive them as luxury 

symbols. 

• Competition: Pricing must be competitive to attract customers in a crowded market. 

Example: Airlines often adjust ticket prices based on competitor pricing strategies. 

• Economic Conditions: Inflation, recession, or consumer purchasing power affects pricing. 

Example: Discounted pricing during economic downturns to maintain sales volume. 

Pricing Strategies: 

• Penetration Pricing: Low initial price to capture market share. Example: Jio SIM cards 

in India launched at extremely low rates to attract millions of users. 

• Price Skimming: High initial price for new products, then gradually reduced. 

Example: Sony PlayStation consoles often launch at premium pricing. 

• Psychological Pricing: Pricing designed to create a perception of value. 

Example: ₹999 instead of ₹1000 to appear cheaper. 

• Dynamic Pricing: Price fluctuates based on demand, time, or customer segment. 

Example: Uber or airline tickets. 

3. Place (Distribution) 

Place refers to how products reach customers. Effective distribution ensures the product is 

available in the right quantity, at the right time, and in the right locations. 



19 
 

Distribution Channels: 

1. Direct Distribution: Producer sells directly to consumer. Example: Apple’s official 

website and stores. 

2. Indirect Distribution: Involves intermediaries like wholesalers, retailers, and agents. 

Example: FMCG products like Colgate toothpaste use wholesalers and retailers. 

3. Online Distribution: E-commerce platforms to reach global customers. 

Example: Amazon, Flipkart, Myntra. 

Key Decisions in Distribution: 

• Market Coverage: Intensive, selective, or exclusive. Example: Coca-Cola uses intensive 

distribution; Rolex watches use exclusive distribution. 

• Logistics: Transportation, warehousing, and inventory management. 

• Channel Management: Coordination between manufacturers, wholesalers, and retailers. 

4. Promotion 

Promotion involves communicating the product’s benefits to the target audience and persuading 

them to purchase. It combines advertising, personal selling, sales promotion, public relations, and 

digital marketing. 

Promotion Tools: 

• Advertising: Television, print, online ads. Example: Nike “Just Do It” campaign. 

• Sales Promotion: Short-term incentives like discounts, free samples, and contests. 

Example: Flipkart Big Billion Days sale. 

• Personal Selling: Direct interaction to convince the customer. Example: Car showrooms 

using sales representatives. 

• Public Relations: Maintaining a positive image through media, CSR, and sponsorships. 

Example: Tata Steel’s CSR initiatives. 

• Digital Marketing: Social media campaigns, email marketing, and influencer marketing. 

Example: Zomato promotions through Instagram and Google ads. 
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Marketing Organization 

Marketing organization refers to the structure and hierarchy through which marketing activities 

are planned, executed, and controlled. A well-structured marketing organization ensures smooth 

functioning and accountability. 

1. Types of Marketing Organization Structures 

1. Functional Organization: Departments are based on functions like sales, advertising, 

market research, and product development. Example: Large FMCG companies like 

Hindustan Unilever have separate teams for brand management, digital marketing, and 

sales. 

2. Product-Based Organization: Teams are organized around products or product lines. 

Example: Samsung has separate marketing teams for smartphones, televisions, and home 

appliances. 

3. Geographical Organization: Marketing teams are based on regions or territories. 

Example: McDonald’s India has separate regional marketing managers for North, South, 

East, and West zones. 

4. Customer-Based Organization: Teams are structured to serve specific customer 

segments. 

Example: B2B companies like IBM have dedicated teams for enterprise clients and small 

businesses. 

5. Matrix Organization: Combines functional, product, and geographical structures. Teams 

report to multiple managers. Example: PepsiCo uses matrix structure to manage brands 

across regions and product lines. 

2. Importance of Marketing Organization 

• Coordination: Ensures alignment between sales, advertising, and production. 

• Specialization: Teams specialize in functions, products, or markets for efficiency. 

• Decision-Making: Clear hierarchy allows faster decision-making. 

• Performance Evaluation: Enables evaluation of individual and team performance. 
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Functions of Marketing Executives 

Marketing executives play a crucial role in implementing marketing strategies. Their functions 

span research, planning, promotion, and distribution. 

1. Market Research 

• Purpose: Identify customer needs, market trends, and competitor strategies. 

• Activities: Surveys, focus groups, online research, and SWOT analysis. 

• Example: Amazon uses customer behavior data to recommend products. 

2. Product Planning and Development 

• Purpose: Develop products aligned with market demand. 

• Activities: Product design, quality testing, branding. 

• Example: Tata Motors developing electric vehicles to meet eco-friendly demand. 

3. Pricing Decisions 

• Purpose: Set competitive and profitable prices. 

• Activities: Analyzing costs, competitor pricing, and customer willingness to pay. 

• Example: Ola and Uber dynamically pricing rides based on demand. 

4. Promotion and Communication 

• Purpose: Communicate product benefits and attract customers. 

• Activities: Advertising campaigns, digital marketing, and sales promotions. 

• Example: Nike’s social media campaigns highlighting athletes using their products. 

5. Distribution Management 

• Purpose: Ensure timely delivery and product availability. 

• Activities: Channel selection, logistics, and inventory management. 

• Example: Big Bazaar’s regional warehouses ensure product availability in all outlets. 
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6. Customer Relationship Management 

• Purpose: Build long-term relationships for loyalty and repeat purchases. 

• Activities: Customer support, loyalty programs, feedback collection. 

• Example: Starbucks uses a mobile app to track purchases and reward loyal customers. 

7. Sales Management 

• Purpose: Supervise sales personnel and monitor performance. 

• Activities: Setting sales targets, training, and incentives. 

• Example: FMCG companies like Nestle offer bonuses to high-performing sales teams. 

8. Performance Monitoring and Control 

• Purpose: Evaluate effectiveness of marketing strategies. 

• Activities: Sales analysis, ROI calculations, market feedback. 

• Example: Zomato measures success of promotions by analyzing app downloads and order 

volume. 

Integrating Marketing Mix, Organization, and Executive Functions 

For a marketing strategy to succeed, all components—mix, structure, and executives—must work 

together. 

• Example 1: Apple 

o Product: Innovative devices 

o Price: Premium pricing 

o Place: Apple Stores, online, resellers 

o Promotion: Advertisement, influencer marketing 

o Marketing Organization: Product-based, regional, and functional teams 

o Marketing Executives: Conduct market research, product launches, pricing, and 

promotions coordination 

• Example 2: Flipkart 

o Product: E-commerce platform, multiple categories 
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o Price: Competitive pricing with discounts 

o Place: Online delivery across India 

o Promotion: Big Billion Days, social media marketing 

o Organization: Geographical + product-based structure 

o Executives: Analyze customer behaviour, manage logistics, and drive campaigns 

Challenges in Marketing Mix and Organization 

1. Dynamic Customer Behaviour – Executives must continuously adapt strategies. 

2. Technological Changes – Online platforms require integration with marketing 

organization. 

3. Globalization – Requires adaptation of products, pricing, and promotion for diverse 

markets. 

 

Conclusion 

The marketing mix, marketing organization, and the functions of marketing executives are 

interdependent. The marketing mix defines what, where, and how to sell, the marketing 

organization ensures smooth execution, and marketing executives implement strategies effectively. 

Together, they form the backbone of a business’s ability to satisfy customers, increase market 

share, and achieve sustainable growth. Companies that integrate these elements efficiently can 

respond to market changes, leverage opportunities, and maintain a competitive advantage. 

MARKET SEGMENTATION AND BUYER BEHAVIOR 

Market Segmentation 

Market segmentation is the process of dividing a broad consumer or business market, normally 

consisting of existing and potential customers, into sub-groups of consumers (known as segments) 

based on some type of shared characteristics. The main idea is that each segment will respond 

differently to marketing strategies, allowing companies to design more targeted, effective 

campaigns. 
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1.7 Importance of Market Segmentation 

1. Better Understanding of Customer Needs: 

o Segmentation helps companies understand the preferences, habits, and demands of 

specific groups. Example: A car manufacturer may segment customers into 

economy, mid-range, and luxury buyers to tailor products. 

2. Efficient Resource Allocation: 

o Instead of marketing to all consumers, businesses can focus resources on the most 

profitable segments. Example: Nike targets sports enthusiasts for athletic footwear 

rather than casual users for every product. 

3. Enhanced Product Development: 

o Segmentation reveals gaps in the market, guiding new product creation. 

Example: Dove developed a line of skincare products for sensitive skin based on 

demographic and psychographic research. 

4. Improved Marketing Communication: 

o Companies can design specific messages for different segments to increase 

engagement and conversion. Example: Coca-Cola runs separate campaigns for 

teenagers (fun, vibrant) and adults (premium, lifestyle-focused). 

5. Competitive Advantage: 

o Firms can serve niche markets more effectively than competitors. 

Example: Tesla focuses on environmentally conscious consumers seeking electric 

vehicles. 

1.8 Bases for Market Segmentation 

Companies typically segment markets using one or more of the following criteria: 

1. Demographic Segmentation 

• Divides the market based on population characteristics such as: 

o Age 

o Gender 

o Income 
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o Education 

o Family size 

• Example: Frito-Lay offers small snack packs for children and larger family packs for 

adults. 

2. Geographic Segmentation 

• Divides consumers by location such as: 

o Country 

o State or city 

o Urban vs. rural 

o Climate 

• Example: McDonald’s offers spicier menu options in India’s southern regions compared 

to northern regions. 

3. Psychographic Segmentation 

• Divides the market based on lifestyle, social class, and personality traits. 

• Example: Patagonia targets environmentally conscious, outdoor lifestyle consumers. 

4. Behavioural Segmentation 

• Divides based on consumer behaviour, including: 

o Buying habits 

o Brand loyalty 

o Product usage frequency 

o Benefits sought 

• Example: Amazon Prime targets frequent online shoppers who value fast delivery. 

5. Technological Segmentation 

• Based on consumer adoption of technology or digital platforms. 

• Example: Apple markets advanced iPhones to tech-savvy urban consumers. 
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1.9 Steps in Market Segmentation 

1. Identify Market Needs: Understand what customers want. 

2. Segment the Market: Group customers with similar characteristics. 

3. Evaluate Segment Potential: Check size, growth, and profitability. 

4. Select Target Segment: Choose which segment(s) to serve. 

5. Design Marketing Mix: Tailor product, price, place, and promotion for the chosen 

segment. 

1.10 Targeting and Positioning 

• Targeting: Selecting specific segments to focus marketing efforts on. 

Example: BMW targets premium car buyers who value luxury and performance. 

• Positioning: Designing a product image in consumers’ minds to distinguish it from 

competitors. 

Example: Volvo positions itself as the safest car brand, while Ferrari emphasizes speed and 

luxury. 

Buyer Behavior 

Buyer behavior refers to the study of how individuals, groups, or organizations make decisions 

to select, purchase, use, and dispose of products, services, or ideas to satisfy their needs and wants. 

1.11 Importance of Understanding Buyer Behavior 

1. Product Development: Helps in designing products that meet customer expectations. 

2. Marketing Strategies: Enables effective promotion, pricing, and distribution strategies. 

3. Customer Retention: Understanding behavior helps in retaining loyal customers. 

4. Market Forecasting: Predicting demand and sales trends becomes more accurate. 

5. Competitive Advantage: Companies can anticipate and respond to market shifts. 

1.12 Types of Buying Decisions 

1. Complex Buying Behavior: 
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o Occurs when consumers are highly involved and perceive significant differences 

between brands. Example: Buying a car or house. 

2. Dissonance-Reducing Buying Behavior: 

o High involvement but few differences among brands; customers may feel post-

purchase anxiety. Example: Choosing between two high-end washing machines. 

3. Habitual Buying Behavior: 

o Low involvement and few brand differences; customers buy out of habit. 

Example: Purchasing everyday items like salt or toothpaste. 

4. Variety-Seeking Buying Behavior: 

o Low involvement but high brand differences; customers switch brands for variety. 

Example: Snack foods, chocolates, or soft drinks. 

1.13 Buying Motives 

Buying motives are the reasons why consumers make purchase decisions. They can be: 

1. Rational Motives: 

o Logical, fact-based decisions aimed at maximizing benefit. Example: Buying a 

fuel-efficient car to save on fuel costs. 

2. Emotional Motives: 

o Based on feelings, emotions, or prestige. Example: Purchasing a luxury handbag 

for social status. 

3. Patronage Motives: 

o Loyalty to a brand, store, or company. Example: Always buying products from a 

favorite supermarket due to trust. 

4. Price Motives: 

o Decisions influenced by discounts, offers, or perceived value. 

Example: Choosing a mobile phone during a festive discount sale. 

 

5. Convenience Motives: 
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o Focus on accessibility, time-saving, and ease of use. Example: Preferring Amazon 

delivery over visiting a physical store. 

1.14 Consumer Decision-Making Process 

1. Need Recognition: Customer realizes a need or problem. Example: Feeling hungry → 

considers buying food. 

2. Information Search: Customer looks for options. Example: Comparing restaurants online 

via Zomato or Swiggy. 

3. Evaluation of Alternatives: Comparing brands, prices, and features. Example: Choosing 

between Domino’s and Pizza Hut for delivery. 

4. Purchase Decision: Selecting the product or service. Example: Ordering pizza online. 

5. Post-Purchase Behavior: Evaluating satisfaction after purchase, which influences future 

decisions. 

Example: Leaving a review or becoming a repeat customer. 

1.15 Factors Influencing Buyer Behavior 

1. Cultural Factors: Culture, subculture, and social class. Example: Halal food choices for 

Muslim consumers. 

2. Social Factors: Family, friends, reference groups, and social roles. Example: Peer 

influence on smartphone choice. 

3. Personal Factors: Age, occupation, lifestyle, income, and personality. Example: Young 

professionals prefer trendy gadgets; elderly prefer simple designs. 

4. Psychological Factors: Motivation, perception, learning, beliefs, and attitudes. Example: 

Eco-conscious consumers prefer sustainable products. 

1.16 Buyer Behavior in Modern Markets 

• Digitalization has changed buyer behavior: 

o Online reviews influence purchase decisions. 

o Social media marketing impacts brand perception. 

o Mobile apps make convenience a key factor. 
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• Companies use CRM systems, data analytics, and AI to predict behavior and customize 

marketing strategies. Example: Amazon recommending products based on previous 

purchases. 

Integrating Market Segmentation and Buyer Behavior 

• Market segmentation allows marketers to identify distinct groups. 

• Buyer behavior analysis shows how these groups make purchase decisions. 

• Integration ensures companies: 

o Tailor products, pricing, and promotions. 

o Deliver targeted advertising. 

o Increase customer satisfaction and loyalty. 

Example: Coca-Cola segments by demographics (age) and targets teenagers with vibrant 

campaigns, analyzing their behavior to optimize product placement and promotions. 

 

Market Segmentation and Buyer Behavior 

1. Importance of Market Segmentation 

Market segmentation is dividing the total market into smaller groups of consumers with similar 

needs, preferences, or characteristics. It allows companies to target their marketing efforts more 

effectively. Its importance includes: 

1. Better Understanding of Customer Needs 

o By segmenting the market, companies can understand what specific groups of 

customers want. Example: A cosmetics company may create separate product lines 

for teenagers, adults, and older consumers, addressing their unique skincare needs. 

2. Efficient Resource Allocation 

o Segmentation ensures that marketing resources are directed toward the most 

profitable and receptive segments rather than being spread too thin. 
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Example: Nike focuses heavily on sports enthusiasts and professional athletes for 

premium products rather than casual users for every campaign. 

3. Effective Product Development 

o Helps identify gaps in the market, allowing businesses to develop products that 

satisfy the needs of particular segments. Example: Maggi introduced gluten-free 

noodles for health-conscious consumers based on lifestyle segmentation. 

4. Improved Marketing Communication 

o Companies can craft specific messages that appeal directly to the target segment, 

increasing engagement and effectiveness. Example: Coca-Cola targets young 

consumers with vibrant and fun campaigns while using family-friendly themes for 

adult audiences. 

5. Competitive Advantage 

o By serving niche markets better than competitors, companies can strengthen their 

position in the market. Example: Tesla focuses on environmentally conscious 

customers who want high-performance electric vehicles. 

6. Increase in Sales and Profitability 

o Targeted marketing strategies result in higher conversion rates and customer 

loyalty, ultimately increasing sales. 

2. Basis of Market Segmentation 

Markets can be segmented on several key criteria: 

1. Demographic Segmentation 

o Based on measurable population characteristics: age, gender, income, education, 

occupation, family size. Example: Johnson & Johnson markets baby care products 

specifically to parents of infants. 

2. Geographic Segmentation 

o Divides consumers by location: country, state, city, urban/rural, or climate. 

Example: McDonald’s adjusts its menu regionally, offering spicier food in southern 

India than in northern regions. 

3. Psychographic Segmentation 
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o Based on lifestyle, personality, social class, or values. Example: Patanjali targets 

health-conscious consumers who prefer natural and Ayurvedic products. 

4. Behavioral Segmentation 

o Based on consumer behavior such as purchase habits, brand loyalty, product usage, 

or benefits sought. Example: Amazon Prime targets frequent online shoppers who 

value fast delivery. 

5. Technological Segmentation 

o Based on technology usage or adoption of digital platforms. Example: Apple 

markets high-tech iPhones to tech-savvy urban consumers. 

3. Buyer Behavior 

Buyer behavior studies how individuals, groups, or organizations make decisions regarding the 

purchase, use, and disposal of products to satisfy their needs and wants. Understanding buyer 

behavior helps companies design better marketing strategies. 

 

11.7 Factors Influencing Buyer Behaviour 

1. Cultural Factors 

o Includes culture, subculture, and social class. Example: Vegetarian food 

preferences in India influence product offerings by Nestle and ITC. 

2. Social Factors 

o Family, friends, social networks, and reference groups influence buying decisions. 

Example: Teens often choose mobile phones based on peer recommendations. 

3. Personal Factors 

o Age, occupation, lifestyle, income, and personality. Example: Young professionals 

prefer stylish, high-tech gadgets, while older consumers may choose simpler, 

durable options. 

4. Psychological Factors 

o Motivation, perception, learning, beliefs, and attitudes. Example: Eco-conscious 

consumers prefer brands with environmentally sustainable products. 
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1.18 Buying Motives 

Buying motives are the reasons why customers make purchase decisions. They can be grouped as 

follows: 

1. Rational Motives 

o Logical decisions aimed at gaining utility or value. Example: Buying a fuel-

efficient car to save on fuel costs. 

2. Emotional Motives 

o Decisions based on feelings, desires, or social status. Example: Purchasing luxury 

watches or branded clothes to show prestige. 

3. Patronage Motives 

o Decisions based on loyalty to a particular brand or store. Example: Always buying 

coffee from Starbucks due to brand preference. 

 

4. Price Motives 

o Decisions influenced by discounts, offers, or perceived savings. 

Example: Buying during festive sales or seasonal discounts. 

5. Convenience Motives 

o Decisions influenced by ease of access, saving time, or hassle-free shopping. 

Example: Preferring online grocery delivery over visiting a physical store. 

11.9 Consumer Decision-Making Process 

1. Need Recognition – Realizing a need or problem. Example: Feeling thirsty → decides to 

buy a beverage. 

2. Information Search – Seeking information about products. Example: Comparing brands 

online or in stores. 

3. Evaluation of Alternatives – Assessing options and features. Example: Choosing between 

Coca-Cola, Pepsi, or local brands. 
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4. Purchase Decision – Selecting a product and buying it. Example: Buying the preferred 

brand at the store or online. 

5. Post-Purchase Behavior – Evaluating satisfaction after purchase. Example: Leaving 

reviews or becoming a repeat customer. 

SUMMARY 

• Marketing is aimed at satisfying human needs. 

• It includes several functions starting from identifying needs to delivering products. 

• Marketing is customer-oriented, continuous, and dynamic. 

• It benefits society by generating employment and promoting economic development. 

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

• Marketing involves identifying and understanding customer needs and delivering 

products or services that satisfy those needs while generating profit 

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

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

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

• Buying Motives: Reasons that encourage people to buy. 

⭐ 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 
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⭐ PART 4: QUESTION BANK (All Units) 

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. 

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. 
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MCQs: 

1. Which of the following best defines marketing? 

a) Selling products only 

b) Satisfying customer needs through exchange 

c) Advertising products aggressively 

d) Manufacturing goods 

2. Which is NOT a significance of marketing? 

a) Enhancing customer satisfaction 

b) Increasing product costs 

c) Expanding market reach 

d) Generating revenue 

3. Which of the following is an objective of marketing? 

a) Reducing sales 

b) Understanding customer needs 

c) Eliminating competitors 

d) Increasing production only 

4. The marketing concept focuses primarily on: 

a) Product orientation 

b) Customer satisfaction 

c) Cost minimization 

d) Profit maximization only 

5. Which approach to marketing emphasizes understanding the market before production? 

a) Product approach 

b) Sales approach 

c) Marketing approach 

d) Production approach 

6. The 4Ps of marketing mix include: 

a) Product, Price, Promotion, Place 

b) Product, People, Process, Place 
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c) Price, Promotion, People, Profit 

d) Product, Promotion, Process, Planning 

7. Marketing organization helps in: 

a) Coordinating marketing activities 

b) Reducing customer satisfaction 

c) Increasing distribution costs 

d) Limiting product variety 

8. One key function of marketing executives is: 

a) Product planning 

b) Ignoring market trends 

c) Avoiding advertising 

d) Minimizing customer feedback 

9. Market segmentation divides the market into: 

a) Random groups 

b) Consumers with similar characteristics 

c) Competitors 

d) Suppliers 

10. Which of the following is a basis for demographic segmentation? 

a) Age, gender, income 

b) Lifestyle 

c) Benefits sought 

d) Product usage 

11. Psychographic segmentation is based on: 

a) Income levels 

b) Personality, lifestyle, social class 

c) Geographic location 

d) Usage rate 

12. Buyer behavior studies: 

a) Company profits 

b) Consumer purchase decisions 
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c) Product manufacturing 

d) Competitor pricing 

13. Buying motives can be classified as: 

a) Rational and emotional 

b) Productive and non-productive 

c) Direct and indirect 

d) Short-term and long-term 

14. Patronage motives refer to: 

a) Buying for logical reasons 

b) Loyalty to a brand or store 

c) Impulse buying 

d) Seeking discounts 

15. Price motives influence buying because: 

a) They increase brand loyalty 

b) Customers respond to discounts or offers 

c) They reduce product quality 

d) They affect production only 

Answers –  

1. b 

2. b 

3. b 

4. b 

5. c 

6. a 

7. a 

8. a 

9. b 

10. a 

11. b 

12. b 
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UNIT – II 

THE PRODUCT AND PRODUCT MANAGEMENT 

2.1 DEFINITION  

2.2 CHARACTERISTICS OF A PRODUCT 

2.3 LEVELS OF PRODUCT (VERY IMPORTANT FOR EXAMS) 

2.4. MEANING OF INNOVATION 

2.5 TYPES OF INNOVATION 

2.6 IMPORTANCE OF INNOVATION 

2.7 REASONS FOR SUCCESS OF NEW PRODUCTS 

2.8 REASONS FOR FAILURE OF NEW PRODUCTS 

2.9 PRODUCT MIX 

2.10 PRODUCT LINE 

 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. 
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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  

2.1 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. 

Meaning of Product 

In marketing, a product is not limited to a physical object. A product includes everything that a 

customer receives when making a purchase. This covers quality, features, design, brand name, 

packaging, price, and various services such as installation, warranty, delivery, repairs, and after-

sales support. All these elements together create value for the customer and influence buying 

decisions. 

 

Products beyond Physical Goods 

Marketing also applies to non-physical offerings. These include: 
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• Services such as education, insurance, banking, healthcare, and transport 

• Ideas like road safety, health awareness, and environmental protection 

• Places such as tourism destinations and cities promoted for travel or investment 

• Events like sports tournaments, concerts, and exhibitions 

• People including celebrities, politicians, and influencers marketed for endorsements 

Thus, in marketing, the concept of a product is very broad and goes far beyond tangible goods. 

2.2 Characteristics of a Product 

1. Tangible and Intangible Benefits 

A product provides both physical and non-physical benefits. Tangible benefits include the physical 

features of the product, such as shape, size, or durability. Intangible benefits include brand image, 

comfort, prestige, satisfaction, and emotional value. For example, a branded watch not only tells 

time but also represents status. 

2. Satisfies Customer Needs 

The main purpose of a product is to satisfy customer needs and wants. A product is considered 

successful only when it fulfils the expectations of consumers and provides value. If a product fails 

to meet customer needs, it will not survive in the market. 

3. Has a Life Span 

Every product has a limited life span. It passes through different stages such as introduction, 

growth, maturity, and decline. During each stage, sales and profits change, and marketing 

strategies must be adjusted accordingly. 

 

4. Has Exchange Value 

A product must have value so that customers are willing to exchange money, time, or effort for it. 

If a product does not offer value, customers will not buy it, regardless of how well it is promoted. 
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5. It is the Core of Marketing 

The product is the foundation of all marketing activities. Pricing, promotion, and distribution 

depend on the product. Without a product, marketing cannot exist, because there would be nothing 

to offer to customers. 

2.3 Levels of Product (Very Important for Exams) 

According to Philip Kotler, a product exists at three levels, each adding more value for the 

customer. 

1. Core Product (Benefit Level) 

The core product refers to the basic benefit or problem-solving service that the customer is actually 

buying. It answers the question: Why does the customer buy this product? 

Examples: 

• Buying a car → convenience and mobility 

• Buying a watch → ability to know time 

• Buying medicines → relief from illness 

The core benefit is the real reason behind the purchase. 

2. Actual Product 

The actual product is the physical form of the product that customers can see and use. It includes 

design, features, quality, brand name, colour, packaging, and style. The actual product converts 

the core benefit into a tangible offering. 

Examples: 

• Honda car 

• Maggi noodles 

• Samsung mobile phone 
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3. Augmented Product 

The augmented product includes additional services and benefits that increase customer 

satisfaction and differentiate one brand from another. These extras add value beyond the actual 

product. 

Examples: 

• Warranty 

• After-sales service 

• Free installation 

• Home delivery 

• Customer support 

• Loyalty cards 

Augmented products help businesses gain a competitive advantage and build long-term customer 

relationships. 

Conclusion 

In marketing, a product is much more than a physical item. It includes benefits, services, and 

experiences that together satisfy customer needs. Understanding product characteristics and levels 

helps businesses design better offerings and succeed in the market. 
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Chapter-2 

IMPORTANCE OF PRODUCT MANAGEMENT 

Product management refers to the systematic planning, development, control, and continuous 

improvement of a product throughout its entire life cycle—from idea generation to withdrawal 

from the market. It plays a crucial role in ensuring that the product remains relevant, competitive, 

and profitable. 

1. Backbone of Marketing 

Product management is the foundation of all marketing activities. Advertising, promotion, pricing, 

and distribution can be effective only if the product itself meets customer expectations. Even the 

best promotional strategies cannot succeed if the product lacks quality or usefulness. Hence, the 

product is the backbone on which marketing success depends. 

2. Helps in Meeting Consumer Needs 

Customer needs and preferences change continuously due to lifestyle changes, technology, and 

competition. Product management ensures that products are designed, modified, and upgraded 

according to these changing needs. Through regular feedback and market analysis, companies can 

align their products with customer expectations. 

3. Ensures Product Quality 

Maintaining and improving product quality is a key responsibility of product management. 

Continuous research, testing, and customer feedback help identify areas for improvement. 

Example: Modern cars now include airbags, sensors, GPS, and advanced safety features due to 

effective product management and continuous improvement. 

4. Helps in Branding and Positioning 

Product managers decide how a product should be perceived by customers. They shape the 

product’s image—whether it is premium, affordable, stylish, durable, or innovative. 
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Example: Apple positions its products as premium, innovative, and high-quality, which strongly 

influences customer perception and brand loyalty. 

5. Encourages Innovation 

Product management promotes innovation by encouraging new ideas, improved features, and 

advanced technology. Innovation helps businesses stay relevant and competitive. 

Example: Touch-screen smartphones replaced keypad phones because companies focused on 

innovation and evolving consumer preferences. 

6. Determines Product Strategies 

Product management involves strategic decisions such as product launch timing, pricing policies, 

product variations, packaging changes, and feature improvements. These strategies help a product 

succeed in different market conditions and customer segments. 

7. Helps in Product Life Cycle Management 

Every product pass through stages like introduction, growth, maturity, and decline. Product 

managers monitor these stages and take timely actions such as product modification, repositioning, 

or relaunching to extend the product’s life and maintain profitability. 

8. Ensures Profitability 

A well-managed product satisfies customers, builds brand loyalty, and achieves steady sales. This 

leads to consistent profits and long-term business success. Product management helps balance 

customer satisfaction with cost control and revenue generation. 

CHAPTER 3 – INNOVATION 

2.4. Meaning of Innovation 

Innovation refers to making meaningful changes in existing products or creating entirely new 

products using creativity, technology, and knowledge. It is not limited to products alone but also 

includes improvements in design, packaging, production processes, and marketing methods. 
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Innovation includes: 

• New product ideas 

• New or improved designs 

• Better and attractive packaging 

• Advanced production techniques 

• New marketing and distribution methods 

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

evolving. 

2.5 Types of Innovation 

1. Product Innovation 

It involves introducing new products or improving existing ones by adding new features, better 

quality, or advanced technology. Example: Electric bikes replacing petrol bikes. 

2. Process Innovation 

This focuses on improving production or delivery methods to reduce costs and increase efficiency. 

Example: Automation and robotics in manufacturing industries. 

3. Position Innovation 

This involves changing the way a product is marketed or targeted to a new customer group. 

Example: Horlicks repositioned itself by introducing variants like Horlicks Women for adult 

consumers. 

4. Paradigm Innovation 

This refers to a complete change in the business model or way of doing business. 

Example: Netflix transformed movie distribution by introducing online streaming instead of 

physical DVDs. 
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2.6 Importance of Innovation 

Innovation is vital for business survival and growth because it: 

1. Helps Companies Stay Ahead of Competitors 

Innovation allows companies to introduce new and improved products before their competitors. 

By offering better features, improved quality, or advanced technology, businesses can gain a 

competitive advantage. Companies that innovate regularly are more likely to lead the market and 

respond quickly to changes in competition. 

2. Attracts New Customers 

Innovative products and services create interest and curiosity among consumers. New designs, 

features, or solutions attract customers who are looking for better or modern alternatives. 

Innovation helps businesses expand their customer base and reach new segments of the market. 

3. Builds a Strong Brand Reputation 

Companies known for innovation are seen as modern, reliable, and forward-thinking. Continuous 

innovation builds trust and enhances the brand image in the minds of consumers. A strong 

reputation encourages customer loyalty and positive word-of-mouth promotion. 

4. Improves Efficiency and Reduces Operational Costs 

Innovation in processes and technology helps companies produce goods more efficiently. 

Automation, improved production methods, and better resource management reduce wastage and 

lower costs. This increases productivity and profitability in the long run. 

5. Meets Changing Customer Expectations 

Customer needs and preferences change over time due to lifestyle and technological 

advancements. Innovation helps businesses adapt their products and services to meet these 

changing expectations. By doing so, companies maintain customer satisfaction and loyalty. 
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6. Enables Entry into New Markets 

Innovation helps companies develop products suitable for different regions, customer groups, or 

industries. New features, designs, or business models make it easier to enter untapped markets and 

expand globally, leading to business growth. 

Companies that fail to innovate gradually lose relevance. Example: Nokia declined because it 

failed to adopt smartphone technology and operating systems on time. 

CHAPTER 4 – NEW PRODUCTS DEVELOPMENT 

New Product Development (NPD) is essential for growth, competitiveness, and long-term 

survival. It involves a systematic step-by-step process. 

Stage 1: Idea Generation 

At this stage, a large number of ideas are collected from various sources such as: 

• Customers 

• Competitors 

• Salespersons 

• Market research 

• Universities and R&D centres 

• Employees 

The objective is to gather as many ideas as possible. 

Stage 2: Idea Screening 

Not all ideas are practical or profitable. In this stage, weak, risky, or unfeasible ideas are 

eliminated, and only promising ideas are selected for further development. 

Stage 3: Concept Development and Testing 
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The selected idea is developed into a detailed product concept and tested with potential customers 

to understand their reactions, preferences, and suggestions. 

Stage 4: Business Analysis 

The financial viability of the product is analysed. This includes estimating sales, costs, profit 

margins, break-even point, and overall profitability. 

Stage 5: Product Development 

A prototype or sample product is developed. It is tested for quality, safety, durability, performance, 

and customer acceptance. 

Stage 6: Test Marketing 

The product is introduced in a limited market area. Customer feedback helps identify problems 

and make necessary improvements before a full-scale launch. 

Stage 7: Commercialization 

This is the final stage where the product is launched on a large scale—nationally or 

internationally—with full promotional and distribution support. 

CHAPTER 5 – SUCCESS AND FAILURE OF NEW PRODUCTS 

2.7 Reasons for Success of New Products 

1. Proper Market Research 

Market research helps companies understand customer needs, preferences, and market trends 

before launching a product. When a product is developed based on accurate research, it is more 

likely to match customer expectations and succeed in the market. 

2. Unique and Innovative Features 
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New products that offer something different from existing options attract customer attention. 

Innovation in design, technology, or usage creates a competitive advantage and encourages 

customers to try the product. 

3. High Quality 

Quality plays a major role in product success. High-quality products satisfy customers, reduce 

complaints, and build trust. Satisfied customers are more likely to make repeat purchases and 

recommend the product to others. 

4. Attractive nd Innovative Packaging 

Packaging influences the first impression of a product. Attractive, convenient, and informative 

packaging draws customer attention, protects the product, and helps differentiate it from 

competitors on store shelves. 

5. Effective Promotional Strategies 

Strong advertising and promotional activities create awareness and interest in the product. 

Effective promotion clearly communicates product benefits and persuades customers to make a 

purchase. 

6. Competitive Pricing 

Pricing must match customer expectations and perceived value. A competitively priced product 

attracts more buyers and helps the product compete effectively in the market without 

compromising profitability. 

7. Correct Market Timing 

Launching a product at the right time is crucial. Products introduced when demand is high or when 

the market is ready have a greater chance of success. Poor timing can lead to failure even for good 

products. 
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8. Strong Brand Name 

A well-known and trusted brand increases customer confidence in a new product. Strong brand 

names reduce buyer hesitation and make it easier for new products to gain acceptance in the 

market. 

Example: The Apple iPhone succeeded due to continuous innovation, strong branding, and 

effective marketing. 

2.8 Reasons for Failure of New Products 

New products fail due to: 

1. Poor Quality or Weak Design 

If a product does not perform well or has a weak design, customers quickly lose interest. Poor 

quality leads to dissatisfaction, complaints, and negative word-of-mouth, which can cause the 

product to fail. 

2. Incorrect Pricing Strategies 

Pricing a product too high may discourage customers, while pricing it too low may reduce 

profitability or create doubts about quality. Incorrect pricing that does not match customer 

expectations or market conditions often leads to failure. 

3. Ineffective Promotion 

If customers are not properly informed about a new product, they may not notice it or understand 

its benefits. Weak advertising and poor promotional strategies result in low awareness and low 

sales. 
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4. Poor Understanding of Customer Needs 

Products fail when they do not solve real customer problems or match their preferences. Lack of 

proper market research can lead to products that customers neither want nor need. 

5. Strong Competition 

Intense competition from well-established brands or superior products can limit the success of new 

products. If competitors offer better quality, pricing, or features, customers may ignore the new 

product. 

6. Wrong Timing of Launch 

Launching a product at the wrong time—such as during low demand or before customers are 

ready—can lead to failure. Even good products may fail if market conditions are unfavorable. 

7. Lack of Marketing Support 

New products require strong support in terms of promotion, distribution, and sales efforts. Without 

proper marketing support, the product may fail to reach the target customers effectively. 

8. Technical Issues 

Technical problems such as defects, poor performance, or reliability issues reduce customer trust. 

Frequent failures or malfunctions can quickly damage the product’s reputation and lead to market 

rejection. 

Example: Nokia smartphones failed because the company did not adapt quickly to Android-based 

technology. 
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CHAPTER 6 – PRODUCT MIX AND PRODUCT LINE  

2.9 Product Mix 

The product mix refers to the complete range of products that a company offers to the market. It 

includes all product lines and individual items sold by the business. The product mix shows both 

the variety and depth of products and helps managers understand how broad or narrow a 

company’s offerings are. 

Dimensions of Product Mix 

The product mix has four important dimensions: 

1. Width 

Width refers to the number of different product lines a company offers. A wider product mix means 

the company deals in a large variety of products. 

Example: 

Hindustan Unilever Limited (HUL) has a wide product mix that includes soaps, detergents, 

shampoos, beverages, and food products. 

2. Length 

Length refers to the total number of individual items in all product lines combined. It shows how 

many products a company sells in total. 

Example: 

HUL’s soap product line includes brands such as Lux, Dove, Lifebuoy, and Pears, which increases 

the length of its product mix. 

3. Depth 

Depth refers to the number of variations of each product item. These variations may be in size, 

colour, fragrance, flavour, price, or quality. 
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Example: 

Lux soap is available in different colours, fragrances, and pack sizes, which shows greater product 

depth. 

4. Consistency 

Consistency refers to how closely relate the different product lines are in terms of use, production 

process, or distribution channels. 

Example: 

Colgate’s product mix is highly consistent because all its products—such as toothpaste, 

toothbrushes, and mouthwash—are related to oral care. 

2.10 Product Line 

A product line is a group of closely related products offered by a company. These products 

perform similar functions, use similar technology, and satisfy similar customer needs. Product 

lines help companies target different customer segments within the same market. 

Examples of Product Lines 

• Colgate toothpaste variations 

• Vivo smartphone models 

• Nestlé Maggi noodles range 

Extension of Product Line 

Companies can expand their product line in two main ways: 

1. Line Stretching 

Line stretching involves adding new products at higher or lower price levels than the existing 

range. This helps the company target new customer segments. 
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Example: 

A smartphone brand launching a premium model or a budget model beyond its existing range. 

2. Line Filling 

Line filling involves adding new products within the existing price range of the product line. This 

is done to attract more customers, reduce competition, or use excess production capacity. 

Example: 

Introducing new flavours or pack sizes of Maggi noodles within the same price range. 

Conclusion 

Product mix and product line decisions help companies manage variety, meet customer needs, and 

remain competitive. A well-planned product mix improves market coverage and business 

performance. 

CHAPTER 7 – PRODUCT LIFE CYCLE (PLC) 

The Product Life Cycle (PLC) describes the different stages a product goes through from its 

introduction to its eventual withdrawal from the market. Understanding PLC helps companies plan 

marketing, production, and pricing strategies effectively. 

1. Introduction Stage 

• Sales are slow as the product is new to the market. 

• High promotional expenses are required to create awareness. 

• Profits are low or negative due to high costs and low sales. 

• The focus is on educating customers and encouraging trial. 

Example: Electric cars in the early years of launch were in the introduction stage. 
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2. Growth Stage 

• Sales increase rapidly as more customers become aware of the product. 

• Profits rise due to economies of scale and higher demand. 

• Competitors enter the market with similar or improved products. 

• Companies may make product improvements to attract more buyers. 

Example: Smartphones during the early 2010s experienced rapid growth. 

3. Maturity Stage 

• Sales reach their peak as the market becomes saturated. 

• Competition is intense, often leading to price wars. 

• Companies introduce discounts, product variations, and promotions to maintain market 

share. 

Example: Everyday products like toothpaste and soaps are usually in the maturity stage. 

4. Decline Stage 

• Sales begin to fall due to changing customer preferences or new technology. 

• Customers gradually shift to better or newer alternatives. 

• The product may eventually be withdrawn from the market. 

Example: DVD players and wired earphones are in the decline stage. 

Conclusion 

The Product Life Cycle helps businesses plan strategies for marketing, pricing, and product 

improvements at every stage. By understanding PLC, companies can maximize profits, extend the 

life of products, and make informed decisions about when to innovate or withdraw a product. 

 

 



56 
 

CHAPTER 8 – BRANDING 

Branding is the process of giving a product a unique name, logo, and identity so that it can be 

easily recognized and distinguished from competitors. 

Functions of Branding 

1. Product Identification – Helps customers recognize a product quickly. 

2. Ensures Quality – A brand creates expectations about the product’s quality. 

3. Helps in Advertising – Makes promotion easier because the brand becomes memorable. 

4. Promotes Loyalty – Customers tend to repurchase familiar brands. 

5. Supports Premium Pricing – Strong brands can charge higher prices. 

6. Gives Competitive Advantage – Differentiates the product from competitors. 

Types of Brands 

1. Manufacturer Brand – Brand owned by the producer (e.g., Apple, Samsung). 

2. Private Brand – Brand owned by retailers (e.g., Reliance Fresh’s private label products). 

3. Generic Brand – Products sold without a specific brand name. 

4. Family Brand – Single brand used for multiple products (e.g., Nestlé). 

5. Individual Brand – Separate brand names for different products by the same company. 

CHAPTER 9 – PACKAGING 

Packaging is the process of designing and producing containers or wrappers for products. 

Functions of Packaging 

1. Protection – Protects the product from damage during storage and transport. 

2. Convenience – Makes handling, opening, and using the product easier. 

3. Attraction and Promotion – Attractive packaging draws customer attention. 

4. Easy Storage – Helps in stacking and storing the product efficiently. 

5. Product Differentiation – Distinguishes the product from competitors. 

6. Information Display – Shows product details, usage instructions, and legal requirements. 
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Examples: Frooti tetra pack, Pepsi bottle design. 

Good packaging can influence buying decisions and increase sales. 

CHAPTER 10 – LABELLING 

Labelling is providing detailed information about a product through printed material on the 

package. Labels guide customers in making informed choices. 

Information Found on Labels 

Labels provide essential details about a product to help customers make informed decisions. 

Common information includes: 

1. Ingredients – Lists all materials or components used in the product. 

2. Nutritional Facts – Provides details about calories, proteins, fats, vitamins, and other 

nutrients (important for food items). 

3. Price – Shows the cost of the product for the customer. 

4. Manufacturer Details – Name and address of the company that produced the product. 

5. Expiry Date – Indicates until when the product is safe to use or consume. 

6. Instructions for Use – Guidance on how to properly use or store the product. 

7. Warnings or Precautions – Safety information to prevent misuse or hazards. 

8. Barcodes – Helps in scanning and tracking the product in stores. 

Purpose: Labels inform, guide, and protect consumers while increasing transparency and trust in 

the product. 

Labels improve customer trust and product transparency. 
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CHAPTER 11 – TRADEMARK 

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

a product or brand. 

Functions of a Trademark 

1. Legal Protection – Prevents others from using the same symbol or name. 

2. Brand Recognition – Makes the product easily recognizable. 

3. Prevents Imitation – Protects against counterfeit products. 

4. Builds Trust – Customers rely on a trademark as a mark of authenticity and quality. 

Examples: Nike’s “Swoosh”, McDonald’s “M”. 

Summary: 

• Branding creates identity and loyalty. 

• Packaging protects and promotes the product. 

• Labelling informs and guides the customer. 

• Trademarks protect the brand legally and prevent imitation. 

CHAPTER 12 – WARRANTIES 

A warranty is a promise or guarantee given by a manufacturer or seller about the quality, 

performance, and reliability of a product. It assures the customer that the product will function as 

claimed for a specific period. 

Importance of Warranties 

1. Builds Confidence – Customers feel assured about purchasing a product. 

2. Reduces Risk – Protects buyers from defective or poor-quality products. 

3. Influences Buying Decisions – Products with warranties are preferred over those without. 

4. Shows Product Reliability – Indicates the manufacturer’s faith in the product. 

5. Protects Consumer Rights – Gives customers legal recourse if the product fails. 
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Types of Warranties 

1. Written (Express) Warranty – A clearly stated, formal guarantee provided in writing. 

Example: A car company promises 3 years or 50,000 km free servicing. 

2. Implied Warranty – An unwritten guarantee that the product is fit for its intended purpose. 

Example: Food bought from a store is assumed safe to eat. 

3. Extended Warranty – An optional warranty purchased by the customer to cover a longer 

period beyond the standard warranty. Example: Electronics shops offering 2-year extended 

warranty on laptops or smartphones. 

Summary: 

Warranties protect customers, build trust, and encourage purchases by assuring product quality 

and reliability. 

ACTIVITIES 

1. Prepare a detailed product mix chart for any FMCG company. 

2. Identify products in each stage of PLC with examples. 

3. Analyse packaging and labelling of 5 products in your home. 

4. Describe the innovation journey of mobile phones. 

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

MCQs 

1. A product is defined as: 

a) Only tangible goods 

b) Anything offered to satisfy needs or wants 

c) A brand logo 

d) Only services 

2. Product management ensures: 

a) Products are developed and marketed efficiently 
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b) Customers are ignored 

c) Advertising is reduced 

d) Distribution is avoided 

3. Product innovation refers to: 

a) Launching old products 

b) Creating new or improved products 

c) Selling at lower prices 

d) Increasing production cost 

4. A product line is: 

a) A single product 

b) A group of related products under a brand 

c) Only luxury items 

d) Products with similar price 

5. Product mix refers to: 

a) Total variety of products offered by a company 

b) Single product brand 

c) A seasonal product 

d) None of the above 

6. The concept of product life cycle includes stages: 

a) Introduction, Growth, Maturity, Decline 

b) Launch, Marketing, Sales, Profit 

c) Creation, Production, Consumption, Disposal 

d) Planning, Designing, Marketing, Pricing 

7. Branding helps: 

a) Increase brand recognition 

b) Reduce product quality 

c) Avoid advertising 

d) Limit distribution 

8. Packaging is important because it: 

a) Protects products during transit 

b) Reduces production cost 
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c) Confuses consumers 

d) Eliminates branding 

9. Labelling provides: 

a) Marketing insights 

b) Information about the product 

c) Brand loyalty only 

d) Price discounts 

10. Trademark protects: 

a) Product features 

b) Brand name, logo, or symbol 

c) Customer behavior 

d) Marketing strategy 

11. Warranties: 

a) Guarantee product quality or performance 

b) Reduce sales 

c) Are optional in marketing 

d) Increase production cost only 

12. Causes of new product failure may include: 

a) Poor research 

b) Strong competition 

c) Wrong pricing 

d) All of the above 

13. Success of new products depends on: 

a) Marketing strategy 

b) Customer acceptance 

c) Quality and innovation 

d) All of the above 

14. Importance of product management includes: 

a) Meeting customer needs 

b) Controlling product costs 
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c) Managing product portfolio 

d) All of the above 

15. Development of new products requires: 

a) Idea generation 

b) Testing and commercialization 

c) Market analysis 

d) All of the above 

Answers – Unit II 

1. b 

2. a 

3. b 

4. b 

5. a 

6. a 

7. a 

8. a 

9. b 

10. b 

11. a 

12. d 

13. d 

14. d 

15. d 
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⭐ PART 2: ONE-LINE DEFINITIONS (All Units) 

UNIT II 

• Product: Anything that satisfies a customer need. 

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

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

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

• Branding: Creating a name, symbol, or design for identification. 

• Packaging: Designing and producing containers or wrappers. 

• Labelling: Providing product information on the package. 

• Innovation: Introducing new ideas or improvements. 

⭐ PART 3: MIND MAPS / FLOW CHARTS  

 

Product Mind Map 

PRODUCT 

| 

------------------------------------------------ 

|                     |                       | 

Product Mix       New Product Dev.          Product Life Cycle 

|                  |                         | 

Width/Length       Idea → Screening →       Intro → Growth → 

Depth/Consistency   Development → Launch    Maturity → Decline 
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⭐ PART 4: QUESTION BANK  

Very Short 

1. What is a product? 

2. Define branding. 

3. What is PLC? 

Short 

1. Explain product mix and product line. 

2. Describe the steps in new product development. 

Long 

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. 
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UNIT – III: PRICING AND PRICE MANAGEMENT 

UNIT–III OVERVIEW 

3.1.DEFINITION OF PRICE 

3.2 IMPORTANCE OF PRICE 

3.3 PRICING OBJECTIVES  

3.4 FACTORS INFLUENCING PRICE DETERMINATION  

3.5 PRICING POLICIES 

3.6. PRICING STRATEGIES 

Pricing and Price Determination 

Unit–III 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. 
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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. 

3.1. 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. 

3.2 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 ₹1 on a product sold in large quantities, it may earn millions 

in extra profit. 
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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: 

• Apple iPhones → Premium pricing 

• 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. 
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8. Essential in Economy 

Price is a key factor that influences the overall functioning of an economy. It affects various 

economic activities: 

1. Production Decisions – Businesses decide what and how much to produce based on prices. 

High prices may encourage more production, while low prices may reduce it. 

2. Distribution of Goods – Prices help determine how goods are distributed across markets 

and regions. Scarce goods are often allocated to those willing to pay higher prices. 

3. Inflation and Purchasing Power – Changes in price levels affect the cost of living and 

the purchasing power of consumers. Rising prices (inflation) reduce buying power, while 

falling prices increase it. 

4. Resource Allocation – Prices guide the efficient use of resources. Resources tend to flow 

toward goods and services with higher demand and profitability. 

Summary: 

Price not only affects business decisions but also plays a central role in shaping the economy, 

influencing production, distribution, consumer behavior, and efficient resource use. 

3.3 PRICING OBJECTIVES  

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

decision-making. 

Objectives of Pricing 

Pricing is a key component of marketing and business strategy. The price of a product not only 

affects sales and profit but also influences customer perception, market position, and overall 

business success. Companies set prices with specific objectives in mind, depending on their goals, 

competition, and customer expectations. 
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1. Profit Maximization 

One of the primary goals of pricing is to maximize profit. Companies calculate prices carefully to 

ensure that revenue exceeds costs and provides the highest possible return. Even small changes in 

price can have a significant impact on overall profitability. 

2. Sales Maximization 

Some businesses focus on increasing sales volume rather than profit per unit. By keeping prices 

lower, companies can attract more customers, increase market penetration, and improve cash flow. 

This strategy is often used in competitive markets or when a product is newly launched. 

3. Survival 

During tough economic conditions, recessions, or intense competition, companies may price their 

products just to stay in business. In such cases, prices may be set very low to cover only the variable 

costs, ensuring the firm can continue operating while waiting for better market conditions. 

4. Market Share Leadership 

Many companies aim to become market leaders. By using strategies like penetration pricing, 

businesses attract more customers quickly and gain a larger share of the market. For example, Jio 

used low and affordable pricing when entering the telecom sector to capture customers from 

competitors. 

5. Customer Retention 

Consistent and fair pricing helps in retaining loyal customers. When customers feel they are getting 

value for money, they are more likely to continue buying from the same company. Many e-

commerce platforms offer loyalty discounts or subscription pricing to encourage repeat purchases. 
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6. Quality Leadership 

Sometimes, companies set high prices intentionally to signal superior quality or exclusivity. 

Premium pricing creates a perception of luxury, high status, and reliability. Examples include 

Rolex watches, luxury cars, and designer brands. 

7. Preventing New Competitors 

Pricing can also be used to discourage new entrants in the market. If prices are kept very low, it 

reduces the profit margin for potential competitors, making it unattractive for them to enter the 

market. This is a common strategy in industries with high competition. 

8. Social Objectives 

Some companies, especially government or public-sector organizations, price products to serve 

social needs rather than maximize profit. Affordable pricing ensures essential goods and services 

are available to all sections of society. Examples include government-provided medicines, 

subsidized food items, and utilities. 

Summary 

In essence, pricing is more than just a number. It is a strategic tool that helps businesses: 

• Earn profits and sustain operations 

• Increase sales and market share 

• Build customer loyalty and trust 

• Signal quality and exclusivity 

• Influence market competition 

• Serve social and economic goals 

A well-planned pricing strategy balances company objectives, customer expectations, and market 

conditions, ensuring long-term business success. 

 



71 
 

3.4 FACTORS INFLUENCING PRICE DETERMINATION  

Price is influenced by several internal and external factors. 

Internal Factors Affecting Pricing Decisions 

Internal factors are elements within the organization that directly influence how a company sets 

the price of its products or services. These factors are largely under the control of management and 

reflect the company’s goals, costs, and overall strategy. 

1. Cost of Production 

Cost is the foundation of pricing decisions. A company cannot set prices without first 

understanding how much it costs to produce and sell a product. The total cost includes several 

components: 

• Production costs such as raw materials, labor, and manufacturing expenses 

• Administrative costs like salaries of office staff, utilities, and management expenses 

• Selling and distribution costs including advertising, transportation, storage, and sales 

commissions 

• Profit margin, which is the return the business expects for taking risk 

If the total cost of producing and marketing a product increases, the company usually needs to 

raise its price to avoid losses. Therefore, cost plays a critical role in determining the minimum 

price at which a product can be sold. 

2. Company Objectives 

Pricing decisions must align with the overall objectives of the company. Different businesses have 

different goals, and pricing strategies vary accordingly. 
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• A company focused on maximizing profit may set higher prices. 

• A firm aiming for market leadership may keep prices lower to attract more customers. 

• Businesses facing tough competition or financial difficulty may adopt survival pricing, 

setting prices just high enough to cover costs. 

Thus, pricing is not just about cost but also about what the company wants to achieve in the market. 

3. Stages in the Product Life Cycle 

The price of a product often changes as it moves through different stages of its life cycle: 

• Introduction stage: Prices are usually high to recover development and promotional costs, 

especially if the product is new and unique. 

• Growth stage: As demand increases and competition enters the market, prices may become 

more competitive. 

• Maturity stage: When the market becomes saturated, companies often maintain stable 

prices or slightly reduce them to retain customers. 

• Decline stage: Demand falls, so firms may lower prices significantly or offer clearance 

sales to dispose of remaining stock. 

Understanding the product life cycle helps companies adjust pricing over time. 

4. Marketing Mix Strategy 

Price is one element of the marketing mix and must be consistent with other elements such as 

product, promotion, and place. 

• High-quality products require higher prices to reflect their value. 

• Heavy promotional activities increase costs, which may influence pricing. 

• Wide distribution networks can also raise expenses, affecting final prices. 

For example, a premium product with strong branding, exclusive distribution, and high-end 

promotion must be priced higher to maintain its market position. 
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5. Brand Image 

Brand image has a strong impact on pricing decisions. Well-established and trusted brands can 

charge higher prices because customers associate them with superior quality, reliability, and status. 

Companies like Apple and Mercedes-Benz are able to price their products higher because 

consumers perceive them as premium brands. Customers are often willing to pay more for the 

assurance, prestige, and experience these brands offer. 

Conclusion 

Internal factors such as costs, objectives, product life cycle, marketing strategy, and brand image 

play a crucial role in pricing decisions. By carefully analyzing these elements, companies can set 

prices that are both competitive and profitable while supporting long-term business goals. 

External Factors Affecting Pricing Decisions 

External factors are forces outside the organization that influence how a company sets its prices. 

These factors are generally beyond the direct control of the business, but they must be carefully 

analyzed to remain competitive and relevant in the market. 

1. Competition 

Competition plays a major role in pricing decisions. A company cannot set prices without 

considering the prices charged by its competitors. 

• If competitors offer similar products at lower prices, the company may need to reduce its 

price to remain competitive. 

• If a firm offers superior quality, service, or brand value, it may charge a slightly higher 

price. 

In highly competitive markets, prices tend to be similar, and even small differences can influence 

consumer choice. 
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2. Consumer Demand 

Consumer demand has a direct impact on pricing. 

• When demand is high and supply is limited, companies can charge higher prices. 

• When demand is low, prices often need to be reduced to attract customers. 

Understanding the elasticity of demand is important. If demand is elastic, a small increase in price 

may lead to a large drop in sales. If demand is inelastic, price changes have little effect on demand. 

3. Economic Conditions 

The overall economic environment strongly influences pricing strategies. 

• During inflation, costs of raw materials and production increase, forcing companies to raise 

prices. 

• In times of recession, consumer purchasing power declines, and firms may lower prices to 

maintain sales. 

Factors such as employment levels, income, and interest rates also affect how much consumers are 

willing to spend. 

4. Government Regulations 

Government policies can limit or control pricing, especially for essential goods and services. 

• Price controls are imposed on items like medicines, LPG, electricity, and basic food 

products to protect consumers. 

• Companies must follow legal guidelines and cannot charge prices beyond prescribed limits. 

Failure to comply with regulations can result in penalties or legal action. 

5. Market Trends 

Changing market trends influence both demand and pricing decisions. 
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• Festive seasons often increase demand, allowing businesses to adjust prices or offer special 

deals. 

• Online sales, discounts, and global economic changes also affect consumer expectations 

and price sensitivity. 

Companies that quickly adapt to trends can gain a competitive advantage. 

6. Distribution Channels 

The number and type of distribution channels affect the final price of a product. 

• When products pass through multiple intermediaries such as wholesalers and retailers, each 

adds a margin, increasing the final price. 

• In direct selling, fewer middlemen are involved, resulting in lower prices for consumers. 

Choosing the right distribution channel helps control costs and maintain competitive pricing. 

Conclusion 

External factors such as competition, demand, economic conditions, government regulations, 

market trends, and distribution channels significantly influence pricing decisions. Businesses must 

continuously monitor these factors to set prices that are fair, competitive, and acceptable to 

consumers. 

3.5 Pricing Policies 

Pricing policies are long-term guidelines followed by a business to determine how prices are set, 

adjusted, and maintained over time. A well-designed pricing policy helps a company achieve its 

objectives, remain competitive, and ensure steady profits. 

1. Cost-Based Pricing Policy 

Under this policy, prices are fixed by calculating the total cost of production and adding a 

reasonable profit margin. It ensures that all costs are recovered and profit is earned. 
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Types of Cost-Based Pricing: 

• Cost-Plus pricing the selling price is calculated by adding a fixed amount or percentage of 

profit to the total cost. Price = Cost + Profit 

• Mark-up Pricing Commonly used by retailers, where a standard margin is added to the cost 

price of goods before selling them to customers. 

• Break-Even pricing the price is set at a level where total revenue equals total cost. At this 

price, the business neither makes profit nor incurs loss. 

This policy is simple and safe but does not consider market demand or competition. 

2. Demand-Based Pricing Policy 

In demand-based pricing, prices are determined by the customers’ willingness to pay rather than 

by cost alone. 

• When demand is high, prices are increased. 

• When demand is low, prices are reduced to attract buyers. 

This policy is commonly used for seasonal goods and services such as hotel rooms, airline tickets, 

and event pricing, where demand fluctuates frequently. 

3. Competition-Based Pricing Policy 

Under this policy, a firm sets its prices after carefully studying the prices charged by competitors. 

Forms of Competition-Based Pricing: 

• Going-Rate Pricing Prices are set at the same level as competitors. 

• Competitive Parity Pricing Prices are adjusted to match or slightly differ from competitors 

to maintain market position. 

• Sealed-Bid Pricing Prices are fixed secretly, especially in tenders and contracts, where the 

lowest bidder usually wins. 

This policy helps firms survive in highly competitive markets. 
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4. Psychological Pricing Policy 

Psychological pricing is used to influence the customer’s perception of price. 

For example, pricing a product at ₹999 instead of ₹1000 makes it appear significantly cheaper, 

even though the difference is small. This strategy encourages impulse buying and is widely used 

in retail markets. 

5. Geographic Pricing Policy 

Under geographic pricing, different prices are charged in different locations. 

Price variations occur due to differences in: 

• Transportation costs 

• Taxes 

• Local market conditions 

For example, the same product may cost more in distant states due to higher freight charges. 

6. Dual Pricing Policy 

Dual pricing involves charging different prices for the same product in different markets. 

For instance, a manufacturer may sell products at one price in the wholesale market and a higher 

price in the retail market. This policy helps cater to different customer groups effectively. 

7. Skimming Pricing Policy 

In skimming pricing, a product is introduced at a high price, which is gradually reduced over time. 

This policy is suitable for innovative and high-tech products, such as new smartphones or 

electronic gadgets. Early buyers are willing to pay more, and later price reductions attract price-

sensitive customers. 
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8. Penetration Pricing Policy 

Penetration pricing involves charging a low initial price to quickly gain market share. Once the 

product becomes popular and widely accepted, prices are gradually increased. 

A well-known example is Jio SIM cards, which were initially offered at very low prices to attract 

a large customer base. 

Conclusion 

Pricing policies guide businesses in making consistent and strategic pricing decisions. By choosing 

the right pricing policy, companies can achieve growth, attract customers, and maintain long-term 

profitability. 

3.6. Pricing Strategies 

Pricing strategies are short-term actions adopted by companies to achieve specific marketing 

objectives such as increasing sales, entering new markets, attracting customers, or responding to 

competition. Unlike pricing policies, strategies are flexible and can be changed according to 

market conditions. 

1. Skimming Pricing Strategy 

Skimming pricing involves charging a high price at the time of product launch to recover research, 

development, and promotional costs quickly. 

This strategy is commonly used for innovative, high-tech, or unique products where early adopters 

are willing to pay a premium. As competition increases, prices are gradually reduced to attract 

more customers. 

2. Penetration Pricing Strategy 

Under penetration pricing, a company introduces a product at a very low price to attract a large 

number of customers quickly. 
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This strategy is effective in highly competitive markets and helps in gaining market share. Once 

the product is well-established, prices may be increased gradually. 

3. Value-Based Pricing 

In value-based pricing, the price is set according to the value perceived by customers, rather than 

the cost of production. 

If customers believe that a product offers high benefits, convenience, or status, they are willing to 

pay more. This strategy focuses on customer satisfaction and brand value. 

4. Premium Pricing 

Premium pricing involves charging a high price for products that offer luxury, exclusivity, or 

superior quality. 

Brands such as Rolex and Gucci use this strategy to maintain their elite image. High prices also 

create a perception of high value and prestige. 

5. Bundle Pricing 

Bundle pricing means selling two or more products together at a single price that is lower than the 

total of individual prices. 

This strategy encourages customers to buy more items and helps company’s clear inventory. 

Examples include combo packs and fast-food meal deals. 

6. Discount Pricing 

Discount pricing involves reducing the regular price for a limited period to boost sales. 

It is commonly used during festive seasons, clearance sales, and special promotions to attract 

customers and increase demand quickly. 
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7. Psychological Pricing 

Psychological pricing uses emotional and mental triggers to influence buying decisions. For 

example, prices like ₹99 or ₹999 appear cheaper than round numbers, even though the difference 

is small. This strategy helps increase impulse purchases. 

8. Loss Leader Pricing 

In loss leader pricing, certain products are sold at a very low price or even at a loss to attract 

customers into the store. 

Once customers enter, they are encouraged to buy other products that generate profit. Offers like 

“Buy One Get One Free” are common examples. 

9. Dynamic Pricing 

Dynamic pricing involves frequent price changes based on demand, time, season, or customer 

behavior. 

This strategy is widely used by airlines, hotels, cab services, and online platforms, where prices 

rise during peak demand and fall during low demand. 

10. Price Discrimination 

Price discrimination means charging different prices to different customers for the same product 

or service. 

Prices may vary based on age, income, usage, or customer category. For example, student 

discounts on train tickets or movie tickets make services more affordable for specific groups. 

Conclusion 

Pricing strategies help businesses respond quickly to market changes and customer behavior. By 

selecting the right strategy, companies can increase sales, improve competitiveness, and achieve 

short-term mark⭐  
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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. 

⭐ PART 2: ONE-LINE DEFINITIONS  

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

• Pricing Strategy: Method used to set prices. 

• Penetration Pricing: Low initial price to enter the market. 

• Skimming Pricing: High initial price to recover costs. 

• Psychological Pricing: Pricing based on customer perception. 

⭐ PART 3: MIND MAPS / FLOW CHARTS  

UNIT – III : Pricing Mind Map 

PRICE 

| 

------------------------------------------------ 

|                      |                      | 

Objectives           Factors of Pricing      Pricing Strategies 

|                      |                      | 

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

Survival            Govt., Market Trends   Value, Psychological 
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PART 4: QUESTION BANK  

Very Short 

1. Define price. 

2. What is skimming? 

3. What is psychological pricing? 

Short 

1. Explain pricing objectives. 

2. List internal and external factors affecting price. 

Long 

1. Describe various pricing strategies. 

2. Explain cost-based and competition-based pricing. 

3. Discuss the importance of pricing in marketing. 

ACTIVITIES (Unit – III) 

1. Identify 5 products in your home and explain why their prices might differ. 

2. Analyse the pricing strategy of your favourite smartphone brand. 

3. Compare the pricing policies of two brands of the same product (e.g., tea, shoes). 

4. Collect advertisements showing psychological pricing (₹999, ₹499). 

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

MCQs 

1. Price is defined as: 

a) The cost of production 

b) The value exchanged for a product or service 

c) The profit margin only 

d) A promotional tool 
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2. The primary importance of pricing is to: 

a) Recover costs and earn profit 

b) Reduce customer satisfaction 

c) Increase advertising expenses 

d) Limit production 

3. Which of the following is a pricing objective? 

a) Market penetration 

b) Maximizing short-term sales 

c) Gaining market share 

d) All of the above 

4. Factors influencing price determination include: 

a) Cost of production 

b) Consumer demand 

c) Competitor prices 

d) All of the above 

5. Cost-based pricing is: 

a) Setting price according to customer perception 

b) Adding profit margin to production cost 

c) Setting price below cost to attract customers 

d) Ignoring production cost 

6. Demand-based pricing depends on: 

a) Company profit only 

b) Customer willingness to pay 

c) Production efficiency 

d) Distribution channels 

7. Competition-based pricing is used when: 

a) Company wants to match or beat competitor prices 

b) Cost is irrelevant 

c) Demand is extremely low 

d) Products are new 
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8. Psychological pricing involves: 

a) Setting round prices 

b) Using emotional pricing like ₹99 instead of ₹100 

c) Pricing according to cost 

d) Ignoring consumer perception 

9. Skimming pricing strategy is: 

a) Charging a high price initially, then lowering it gradually 

b) Charging low price to penetrate market 

c) Setting price based on competitors 

d) Offering discounts regularly 

10. Penetration pricing strategy is: 

a) Charging high price for luxury 

b) Charging low initial price to gain market share 

c) Pricing based on customer perception 

d) Ignoring competition 

11. Price discrimination occurs when: 

a) Same product is sold at different prices to different customers 

b) Product is given for free 

c) Price is same in all markets 

d) Discounts are never offered 

12. Break-even pricing determines: 

a) Price at which costs are covered 

b) Maximum profit 

c) Market share 

d) Consumer loyalty 

13. Value-based pricing focuses on: 

a) Cost of production 

b) Customer perception of value 

c) Competitor prices 

d) Distribution efficiency 
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14. Geographic pricing adjusts prices because of: 

a) Market demand 

b) Transport and regional cost differences 

c) Competition 

d) Product quality 

15. A dual pricing policy involves: 

a) Same price for all channels 

b) Different prices in wholesale and retail markets 

c) Offering discounts to all customers 

d) Ignoring marketing channels 

Answers – Unit III 

1. b 

2. a 

3. d 

4. d 

5. b 

6. b 

7. a 

8. b 

9. a 

10. b 

11. a 

12. a 

13. b 

14. b 

15. b 
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UNIT – IV: PHYSICAL DISTRIBUTION & MARKETING CHANNELS 

UNIT–IV OVERVIEW 

4.1 MEANING OF PHYSICAL DISTRIBUTION 

4.2 SIGNIFICANCE (IMPORTANCE) OF PHYSICAL DISTRIBUTION 

4.3 OBJECTIVES OF PHYSICAL DISTRIBUTION 

4.4 ELEMENTS OF PHYSICAL DISTRIBUTION 

4.5 IMPORTANCE OF PHYSICAL DISTRIBUTION MANAGEMENT 

4.6 THE EFFECTIVE USE OF PHYSICAL DISTRIBUTION 

4.7 MARKETING CHANNELS 

4.8 MEANING OF MARKETING CHANNELS 

4.9 IMPORTANCE OF MARKETING CHANNELS 

4.10 FACTORS INFLUENCING THE SELECTION OF MARKETING CHANNELS 

4.11 EVALUATION OF MARKETING CHANNELS 

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. 
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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 

4.1 Meaning of Physical Distribution 

Physical distribution refers to the process of planning, organizing, and controlling the movement 

of goods from the place of production to the place of consumption. It ensures that products reach 

the right customer, at the right place, at the right time, and in the right condition. 

Physical distribution focuses on the efficient flow of finished goods after production is completed. 

Its main aim is to reduce cost, improve customer satisfaction, and maintain a smooth supply of 

products in the market. 

Componens of Physical Distribution 

Physical distribution includes the following key activities: 

• Transportation 

Transportation involves moving goods from factories to warehouses, wholesalers, retailers, 

or directly to customers. Choosing the right mode of transport helps reduce delivery time 

and cost. 

• Warehousing 

Warehousing provides storage facilities for goods until they are required in the market. It 

helps maintain a continuous supply and protects products from damage or loss. 

• Inventory Management Inventory management ensures that adequate stock is maintained 

to meet customer demand without excessive storage costs or shortages. 

• Material Handling Material handling deals with the safe movement, loading, unloading, 

and storage of goods within warehouses and distribution centers. 
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• Order Processing Order processing includes receiving, verifying, packing, and 

dispatching customer orders accurately and on time. 

• Logistics 

Logistics is the broader concept that coordinates all distribution activities to ensure smooth 

and cost-effective delivery of goods. 

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. 

4.2 Significance (Importance) of Physical Distribution 

Physical distribution plays a vital role in ensuring that goods move smoothly from producers to 

consumers. Its importance can be explained as follows: 

1. Ensures Availability of Goods 

Physical distribution ensures that products reach the right place at the right time. By maintaining 

proper transportation and inventory systems, businesses can avoid stock-outs, shortages, and 

delays in supply. 

2. Creates Customer Satisfaction 

Timely delivery, safe handling of goods, and efficient order processing increase customer 

satisfaction. When customers receive products in good condition and on time, it builds trust and 

loyalty toward the company. 

3. Reduces Distribution Costs 

Efficient physical distribution helps reduce: 

• Transportation expenses 

• Storage and warehousing costs 



89 
 

• Damages and wastage 

Lower distribution costs directly increase the company’s profitability. 

4. Increases Market Coverage 

A strong distribution system enables businesses to sell their products across different regions, 

states, and even countries. For example, Amazon’s well-developed distribution network allows it 

to deliver products even to remote areas. 

5. Helps in Competitive Advantage 

Companies with fast and reliable delivery systems gain an edge over competitors. 

For instance, platforms like Big Basket, Blinkit, and Swiggy Instamart attract customers by 

offering quick deliveries within minutes. 

 

6. Facilitates Smooth Business Operations 

Efficient order processing and inventory control ensure continuous production and uninterrupted 

supply of goods, leading to smooth business functioning. 

7. Increases Sales 

When products are easily available and delivered on time, customers are more likely to make 

repeated purchases, leading to increased sales. 

4.3 Objectives of Physical Distribution 

The main objectives of physical distribution focus on efficiency, cost control, and customer 

satisfaction. 

1. Quick Delivery to Customers 

Ensuring that goods are delivered on time without unnecessary delays. 
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2. Reducing Transportation Costs 

Using economical modes of transport, proper route planning, and efficient logistics to minimize 

transportation expenses. 

3. Maintaining Proper Inventory Levels 

Avoiding over-stocking and under-stocking by maintaining an optimal level of inventory. 

4. Ensuring Product Safety 

Proper handling, packaging, storage, and transportation to prevent damage, spoilage, or loss of 

goods. 

5. Achieving Customer Satisfaction 

Providing reliable delivery, accurate order fulfillment, and good service to meet customer 

expectations. 

6. Integrating All Distribution Activities 

Coordinating transportation, warehousing, order processing, and logistics to ensure smooth and 

uninterrupted distribution. 

7. Increasing Distribution Efficiency 

Using technology, automation, and effective planning to ensure fast, economical, and reliable 

distribution of goods. 

Conclusion 

Physical distribution is a key function of marketing that ensures product availability, reduces costs, 

and improves customer satisfaction. An efficient physical distribution system helps businesses 

grow, compete effectively, and achieve long-term success. 
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4.4 Elements of Physical Distribution 

Physical distribution consists of several interconnected elements that ensure the smooth and 

efficient movement of goods from the producer to the final consumer. Each element plays an 

important role in reducing costs and improving customer satisfaction. 

1. Order Processing 

Order processing is the starting point of physical distribution. It begins when a customer places an 

order and continues until the order is ready for dispatch. 

It includes activities such as: 

• Receiving customer orders 

• Verifying order details 

• Preparing invoices and documentation 

• Scheduling delivery 

Efficient order processing results in faster delivery, fewer errors, and higher customer satisfaction. 

2. Transportation 

Transportation involves the physical movement of goods from the place of production to the place 

of consumption. 

Types of Transportation include: 

• Road transport 

• Rail transport 

• Air transport 

• Water transport 

• Pipeline transport 

Transportation affects the speed, cost, and safety of goods. It is considered the costliest element of 

physical distribution, so choosing the right mode is very important. 
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3. Warehousing 

Warehousing refers to the storage of goods until they are required for sale or consumption. It helps 

in maintaining a continuous and steady supply of products in the market. 

Types of Warehouses include: 

• Public warehouses 

• Private warehouses 

• Bonded warehouses 

• Cold storage warehouses 

Warehousing reduces price fluctuations, protects goods, and ensures product availability. 

4. Inventory Management 

Inventory management deals with maintaining an optimal level of stock to meet customer demand 

efficiently. 

The main objectives of inventory management are: 

• Avoiding stock-outs 

• Preventing over-stocking 

• Reducing holding and storage costs 

• Ensuring uninterrupted supply 

Techniques such as Economic Order Quantity (EOQ) and Just-in-Time (JIT) are used to manage 

inventory effectively. 

5. Material Handling 

Material handling involves the movement, loading, unloading, and control of goods within 

factories and warehouses. 

Common equipment used includes: 
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• Forklifts 

• Conveyors 

• Cranes 

• Pallets 

• Robots 

Proper material handling reduces damage, saves time, and improves distribution efficiency. 

6. Packaging 

Packaging ensures that goods remain safe and protected during storage and transportation. It 

prevents damage such as breakage, leakage, and contamination, and also helps in easy handling 

and identification of products. 

7. Logistics Coordination 

Logistics coordination involves the overall planning and integration of transportation, 

warehousing, inventory management, and order processing. 

It ensures the smooth and cost-effective flow of goods from production to final consumption, 

helping businesses achieve efficiency and customer satisfaction. 

4.5 Importance of Physical Distribution Management 

Physical Distribution Management (PDM) refers to the effective planning and control of the 

movement and storage of goods from the point of production to the point of consumption. In 

today’s competitive and customer-driven markets, efficient management of physical distribution 

has become essential for business success. 

1. Reduces Total Distribution Cost 

Efficient physical distribution management helps reduce overall distribution costs by using modern 

logistics systems, route planning, and technology. It minimizes unnecessary transportation, 

storage, and handling expenses, thereby increasing operational efficiency and profitability. 
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2. Improves Customer Service 

Fast, accurate, and safe delivery of goods plays a major role in customer satisfaction. When 

products reach customers on time and in good condition, it builds customer trust and loyalty, 

leading to repeat purchases. 

3. Supports Marketing and Sales 

Availability of products in the right place and at the right time directly affects sales volume. Even 

the best marketing efforts fail if products are not easily accessible to customers. Therefore, 

effective distribution supports marketing activities and increases sales opportunities. 

4. Helps in Expanding Market Area 

A strong physical distribution system enables companies to enter new markets and serve a wider 

customer base. With efficient transportation and warehousing, businesses can distribute products 

across different regions, states, and even countries. 

5. Enhances Company Image 

Reliable and efficient delivery creates a positive impression in the minds of customers. Companies 

known for timely and dependable service enjoy a strong reputation and brand image in the market. 

6. Key in E-Commerce and Online Business 

Physical distribution management is the backbone of e-commerce businesses. Companies like 

Amazon, Flipkart, and Myntra depend heavily on efficient warehousing, logistics, and delivery 

systems to meet customer expectations in online shopping. 

7. Reduces Wastage and Damage 

Scientific storage methods, proper material handling, and effective packaging help reduce losses 

due to damage, spoilage, and wastage. This ensures better product quality and lowers overall 

business costs. 
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4.6 The Effective Use of Physical Distribution 

For physical distribution to be effective, businesses must adopt systematic and well-planned 

practices. Efficient physical distribution ensures timely delivery, cost control, and customer 

satisfaction, which are essential in today’s competitive market. 

1. Use of Modern Technology 

The use of modern technology greatly improves the efficiency of physical distribution. Tools such 

as GPS tracking, barcoding, RFID, automation, and warehouse management systems help in 

tracking goods, reducing errors, and speeding up delivery processes. Technology also improves 

accuracy and transparency in distribution activities. 

2. Scientific Inventory Control 

Scientific methods of inventory control help maintain optimum stock levels and avoid unnecessary 

storage costs. Techniques like Economic Order Quantity (EOQ), ABC analysis, and Just-in-Time 

(JIT) ensure that goods are available when needed without over-stocking or shortages. 

3. Efficient Transport Planning 

Efficient transport planning involves selecting the most suitable mode of transport, best routes, 

and proper delivery schedules. This reduces transportation cost, saves time, and ensures safe 

delivery of goods to customers. 

4. Proper Warehouse Location 

The location of warehouses plays a crucial role in effective distribution. Warehouses should be 

located close to major markets and transport facilities to reduce delivery time, transportation cost, 

and handling efforts. 
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5. Professional Workforce Training 

A trained and skilled workforce ensures proper handling, packing, and transportation of goods. 

Skilled employees reduce damage, improve speed, and enhance the overall efficiency of physical 

distribution operations. 

6. Coordination between Departments 

Effective physical distribution requires proper coordination among production, sales, and logistics 

departments. Smooth communication and cooperation help avoid delays, reduce errors, and ensure 

timely availability of products in the market. 

7. Continuous Monitoring and Improvement 

Companies must regularly monitor their distribution performance using data analysis and 

feedback. Continuous evaluation helps identify weaknesses and implement improvements to 

achieve better efficiency and customer satisfaction. 

4.7 MARKETING CHANNELS 

Marketing channels are an essential part of business, as they determine how products move from 

the manufacturer to the final consumer. They are the pathways or intermediaries that make goods 

accessible to customers efficiently and conveniently. Without marketing channels, even the best 

products may fail to reach buyers in time, which could harm sales and brand reputation. 

In simple terms, marketing channels are the link between producers and consumers, ensuring that 

products are available where and when they are needed. 

4.8 Meaning of Marketing Channels 

Marketing channels, also called distribution channels, are the routes through which products travel 

from the point of production to the hands of the final consumer. They perform the following 

functions: 

 



97 
 

• Transfer of ownership – enabling the exchange of products for money. 

• Movement of goods – physically transporting goods from producers to retailers or 

consumers. 

• Facilitating availability – making products available at convenient locations. 

Marketing channels include various intermediaries such as: 

• Wholesalers – buy in bulk and supply to retailers. 

• Retailers – sell directly to the final customer. 

• Agents – act as intermediaries for manufacturers in negotiations and sales. 

• Distributors – manage regional distribution and stock of products. 

• Online platforms – digital marketplaces where customers can order products directly. 

In short, marketing channels connect the producer with the customer, making the flow of goods 

smooth and efficient. 

4.9 Importance of Marketing Channels 

Effective marketing channels offer several advantages to both producers and customers: 

1. Provide Convenience to Customers 

By placing products in retail stores, online platforms, or local markets, marketing channels make 

it easy for customers to access products without traveling long distances. This convenience 

encourages repeated purchases and brand loyalty. 

2. Reduce Distribution Work of Producers 

Producers can focus on manufacturing quality products instead of spending time and resources on 

reaching customers individually. Channel members handle the sales, delivery, and stocking 

activities. 
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3. Ensure Wide Market Coverage 

Intermediaries such as wholesalers and distributors help companies reach remote and rural areas. 

This ensures that the product is available in markets that would otherwise be difficult to serve. 

Example: FMCG companies use distributors to supply their products to small towns and villages. 

4. Assist in Promotion and Sales 

Retailers and wholesalers also act as promoters of products. They display products attractively, 

explain their features, and persuade customers to make purchases, thus supporting the marketing 

and sales efforts of producers. 

5. Provide Market Information 

Channel members gather information on customer preferences, competitor actions, and market 

trends. This feedback helps producers make informed decisions about production, pricing, and 

promotional strategies. 

6. Provide Finance and Credit Facilities 

Wholesalers often provide credit to retailers, allowing them to purchase goods even without 

immediate cash. Some intermediaries may also pay manufacturers in advance, easing the financial 

burden on producers. 

7. Reduce Inventory Burden of Manufacturers 

By storing goods, wholesalers reduce the inventory load on manufacturers. This helps producers 

save on storage costs, reduce risks of damage, and maintain smoother production schedules. 

4.3 Types of Marketing Channels 

Marketing channels are classified based on the number of intermediaries involved in moving goods 

from producer to consumer: 
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1. Direct Channel (Zero-Level Channel) 

Producer → Consumer 

• Products are sold directly to customers without any intermediary. 

• Common in online shopping, factory outlets, or direct sales. 

2. One-Level Channel 

Producer → Retailer → Consumer 

• Involves one intermediary – the retailer. 

• Examples include furniture stores, electronics shops, and small clothing stores. 

3. Two-Level Channel 

Producer → Wholesaler → Retailer → Consumer 

• Used for products that need bulk distribution like FMCG items (soaps, packaged foods). 

• The wholesaler buys in bulk and supplies smaller quantities to retailers. 

4. Three-Level Channel 

Producer → Agent → Wholesaler → Retailer → Consumer 

• Used when markets are widely spread or require specialized handling. 

• Common in pharmaceuticals, processed foods, and industrial supplies. 

• Agents facilitate negotiations and link manufacturers with wholesalers. 

4.10 Factors Influencing the Selection of Marketing Channels 

Choosing the right marketing channel is crucial for business success. Several factors influence this 

decision: 
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1. Nature of the Product 

• Perishable products like fruits, vegetables, and dairy require short channels to prevent 

spoilage. 

• Durable goods like electronics and furniture can use longer channels with multiple 

intermediaries. 

2. Nature of the Market 

• Large and geographically spread markets require more intermediaries. 

• Industrial or corporate buyers often prefer direct channels for efficiency. 

3. Company’s Financial Strength 

Companies with strong financial resources can afford to set up direct distribution systems and 

manage their own outlets. 

4. Competition 

The distribution strategies of competitors influence channel selection. Companies may adopt 

similar channels to maintain market share or differentiate themselves. 

5. Cost of the Channel 

Lower-cost channels are preferred as they reduce the overall distribution expenses while ensuring 

efficiency. 

6. Degree of Control Required 

More intermediaries mean less control over pricing, branding, and customer service. Companies 

wanting full control may choose direct channels. 
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7. Brand Image 

Premium brands often use exclusive or selective distribution to maintain their reputation and 

ensure a high-quality customer experience. 

4.11 Evaluation of Marketing Channels 

After selecting and implementing a marketing channel, companies must regularly evaluate its 

effectiveness. Evaluation helps identify strengths and weaknesses, reduce costs, improve customer 

satisfaction, and make necessary improvements to the distribution system. 

Companies evaluate marketing channels based on the following criteria: 

1. Sales Performance 

The primary goal of any marketing channel is to increase sales. Companies measure how 

effectively a channel contributes to revenue generation. 

• A channel is considered successful if it consistently brings higher sales volumes and helps 

achieve the company’s sales targets. 

• Example: If a new online platform significantly boosts product sales compared to physical 

retail, it indicates strong channel performance. 

2. Cost Efficiency 

Evaluation also involves analyzing the total cost of distribution through a channel. 

• Costs include transportation, warehousing, handling, commissions, and promotional 

expenses. 

• A channel that achieves higher sales at lower costs is considered more efficient and 

profitable. 
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3. Market Coverage 

This criterion measures how many customers, markets, and regions the channel can effectively 

reach. 

• Channels that provide wide market coverage ensure that products are available in both 

urban and rural areas. 

• Example: Distributors and wholesalers often help FMCG companies cover far-off towns 

and villages. 

4. Customer Satisfaction 

A marketing channel is effective if it meets customer expectations. Key factors include: 

• Timely delivery of products 

• Good product availability 

• After-sales service and support High customer satisfaction through a channel leads to 

loyalty and repeat purchases. 

5. Conflict Level 

The level of conflict among channel members (producers, wholesalers, retailers, agents) affects 

efficiency. 

• Low conflict indicates smooth functioning and better coordination. 

• High conflict can lead to delays, pricing issues, and customer dissatisfaction. 

Example: If retailers frequently complain about unfair pricing or delayed shipments, it 

signals a need to revise the channel strategy. 

Conclusion 

Evaluating marketing channels helps companies optimize their distribution network, reduce costs, 

improve service, and maximize sales. Regular assessment ensures that channels remain efficient, 

effective, and aligned with the company’s marketing and business objectives. 
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Meaning of Promotion 

Promotion refers to the set of activities undertaken by an organization to communicate information 

about its products, services, or ideas to the target market with the purpose of influencing attitudes, 

creating awareness, and stimulating demand. It plays a crucial role in informing potential 

customers, persuading them to make a purchase, and reminding existing customers about the 

organization’s offerings. Promotion thus serves as a vital link between producers and consumers 

in the marketing process. 

Methods of Promotion 

Organizations employ various methods of promotion to communicate effectively with their 

audiences. The major methods of promotion include: 

1. Advertising – A paid form of non-personal communication aimed at a mass audience. 

2. Personal Selling – Direct interaction between the seller and the prospective buyer. 

3. Sales Promotion – Short-term incentives designed to encourage immediate purchase. 

4. Public Relations – Activities undertaken to build and maintain a favorable public image. 

Each method differs in terms of cost, coverage, and impact, and is selected based on 

organizational objectives. 

Optimum Promotion Mix 

The optimum promotion mix refers to the most effective combination of promotional tools used 

by an organization to achieve its marketing objectives. The selection of an appropriate promotion 

mix depends on factors such as the nature of the product, characteristics of the target market, stage 

of the product life cycle, promotional budget, and competitive environment. A well-designed 

promotion mix ensures maximum communication effectiveness with minimum cost. 
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Advertising Media 

Advertising media are the means through which advertising messages are transmitted to 

consumers. The choice of advertising media significantly influences the reach and effectiveness 

of promotional communication. 

Types of Advertising Media and Their Relative Merits and Demerits 

Print Media (Newspapers and Magazines) 

Merits 

• Wide circulation and credibility 

• Ability to provide detailed information 

• Suitable for local and national markets 

Wide Circulation and Credibility 

Print media such as newspapers and magazines enjoy extensive circulation across diverse 

geographic regions and demographic groups. Newspapers, in particular, are read daily by a large 

segment of the population, making them an effective medium for reaching a broad audience. In 

addition, print media are generally perceived as credible sources of information because their 

content is subject to editorial standards and public scrutiny. This credibility enhances the 

trustworthiness of advertisements published in them and increases the likelihood that readers will 

accept the advertised message. 

Ability to Provide Detailed Information 

Print media allow advertisers to present comprehensive and detailed information about their 

products or services. Unlike broadcast media, print advertisements are not constrained by strict 

time limits, enabling firms to include product features, specifications, prices, usage instructions, 

and contact details. Readers can review the advertisement at their own pace, which is particularly 

useful for products that require careful consideration before purchase. 
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Suitable for Local and National Markets 

Print media are highly flexible and can be effectively used for both local and national advertising. 

Local newspapers help firms target specific geographic areas, making them ideal for small 

businesses and retailers. At the same time, national newspapers and magazines provide extensive 

coverage across regions, allowing large organizations to promote their products on a national scale. 

This adaptability makes print media a versatile advertising option for organizations of varying 

sizes. 

Demerits 

• Limited life span 

• Lower visual impact 

• Dependence on literacy levels 

Limited Life Span 

Print media, particularly newspapers, have a very short life span. Newspapers are usually read 

once and discarded, which limits the duration for which an advertisement remains effective. Even 

magazines, though they last longer, do not provide continuous exposure like electronic or digital 

media. As a result, repeated advertising is often required to reinforce the message, increasing 

overall promotional cost. 

Lower Visual Impact 

Compared to television and digital media, print media offer a relatively lower visual impact. 

Advertisements are limited to static text and images and lack motion, sound, and animation. This 

restricts their ability to attract attention and create emotional appeal, especially among audiences 

who are more responsive to audio-visual stimuli. 

Dependence on Literacy Levels 

The effectiveness of print advertising largely depends on the literacy level of the target audience. 

Since understanding the message requires the ability to read and comprehend written content, print 
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media may be less effective in markets where literacy rates are low. This limits its reach and 

reduces its suitability for certain population segments. 

Electronic Media (Television and Radio) 

Merits 

• Strong impact due to audio-visual presentation 

• Large audience reach 

• Effective for mass communication 

Strong Impact Due to Audio-Visual Presentation 

Electronic media, particularly television, combine sound, visuals, movement, and color to deliver 

advertising messages. This multi-sensory presentation enhances attention, improves 

understanding, and increases message retention among viewers. The use of demonstrations, 

storytelling, music, and visual effects enables advertisers to create emotional appeal and convey 

complex product benefits more effectively than print media. 

Large Audience Reach 

Electronic media have the ability to reach a vast and diverse audience within a short period of time. 

Television and radio broadcasts can cover wide geographic areas, including urban and rural 

regions, making them suitable for advertisers seeking extensive market coverage. Prime-time 

television programs and popular radio shows further enhance exposure by attracting large numbers 

of viewers and listeners simultaneously. 

Effective for Mass Communication 

Electronic media are particularly effective for mass communication as they allow organizations to 

deliver a uniform message to millions of people at the same time. This makes them ideal for 

national advertising campaigns, brand awareness programs, and public interest messages. The 

consistency and speed of message dissemination through electronic media contribute significantly 

to building strong brand recognition. 
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Demerits 

• High cost of advertising 

• Short duration of message exposure 

• Limited flexibility 

High Cost of Advertising 

Advertising through electronic media, particularly television, involves a high level of expenditure. 

Costs include production expenses for creating audio-visual advertisements, fees for airtime, and 

charges that vary based on program popularity and broadcast timing. Prime-time slots and high-

rating programs significantly increase advertising costs, making electronic media less affordable 

for small and medium-sized enterprises. 

Short Duration of Message Exposure 

Advertisements in electronic media are displayed for a very brief period, often lasting only a few 

seconds. Viewers may miss or forget the message due to channel switching, commercial breaks, 

or distractions. Unlike print media, electronic advertisements cannot be reviewed at the viewer’s 

convenience, which limits the depth of information that can be communicated. 

Limited Flexibility 

Once an advertisement is produced and broadcast, making changes or corrections becomes 

difficult and costly. Modifying content, scheduling, or message tone requires re-recording and re-

booking airtime. This lack of flexibility reduces the advertiser’s ability to respond quickly to 

market changes or consumer feedback. 

Digital Media 

Merits 

• Global reach and instant communication 

• Cost-effective and measurable 
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• Enables two-way interaction 

Global Reach and Instant Communication 

Digital media enable organizations to reach audiences across national and international boundaries 

without geographic limitations. Through websites, social media platforms, search engines, and 

email, advertising messages can be delivered instantly to a global audience. This immediacy allows 

firms to communicate timely information, launch campaigns quickly, and respond promptly to 

market changes. 

Cost-Effective and Measurable 

Compared to traditional advertising media, digital advertising is relatively cost-effective. 

Organizations can choose from various pricing models such as pay-per-click or pay-per-

impression, allowing better control over promotional expenditure. In addition, digital media 

provide measurable results through analytics tools, enabling advertisers to track reach, 

engagement, and conversion rates. This facilitates performance evaluation and informed decision-

making. 

Enables Two-Way Interaction 

Digital media allow direct interaction between organizations and consumers. Customers can 

respond to advertisements by commenting, sharing feedback, asking questions, or making 

purchases online. This two-way communication helps firms understand consumer preferences, 

build relationships, and improve products and services based on real-time feedback. 

Demerits 

• Digital divide among consumers 

• High level of information clutter 

• Dependence on technology 

Digital Divide among Consumers 
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The effectiveness of digital media is limited by the unequal access to internet facilities and digital 

devices among consumers. Differences in income, education, age, and geographic location create 

a digital divide, particularly between urban and rural areas. As a result, certain segments of the 

population may remain unreachable through digital advertising, reducing its overall effectiveness. 

High Level of Information Clutter 

Digital platforms are characterized by an excessive volume of advertisements and promotional 

messages competing for consumer attention. This information overload often leads to ad 

avoidance, reduced attention spans, and lower recall of individual advertisements. Consequently, 

advertisers face difficulty in differentiating their messages and achieving meaningful consumer 

engagement. 

Dependence on Technology 

Digital advertising relies heavily on technological infrastructure such as internet connectivity, 

devices, and software platforms. Technical issues such as slow internet speed, system failures, 

cyber security concerns, or platform restrictions can disrupt communication and reduce the reach 

of promotional messages. This dependence on technology makes digital media vulnerable to 

operational and technological risks. 

Characteristics of an Effective Advertisement 

An effective advertisement is one that successfully achieves its communication objectives. Such 

an advertisement should possess the following characteristics: 

• Clarity and simplicity of message 

• Attractiveness and creativity 

• Truthfulness and ethical content 

• Relevance to consumer needs 

• Memorability and recall value 

• Ability to motivate consumer action 
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Personal Selling 

Personal selling refers to direct, face-to-face communication between a salesperson and a potential 

customer with the objective of persuading the customer to purchase a product or service. It allows 

for personalized interaction, immediate feedback, and clarification of customer doubts, making it 

particularly effective for complex or high-value products. 

Selling as a Career 

Selling has emerged as a professional career option offering opportunities for growth, financial 

rewards, and personal development. It requires specialized knowledge, communication skills, 

and ethical conduct. With increasing competition and customer orientation, selling has gained 

recognition as a vital managerial function. 

Classification of Successful Salespersons 

Salespersons may be classified based on their roles and responsibilities: 

1. Order Takers – Handle routine sales transactions 

2. Order Getters – Actively create demand and secure new customers 

3. Missionary Salespersons – Build goodwill without directly taking orders 

4. Technical Salespersons – Sell complex and technical products 

5. Service Salespersons – Focus on customer satisfaction and support 

Functions of a Salesman 

The functions of a salesman extend beyond selling and include: 

• Identifying and contacting prospective customers 

• Presenting and demonstrating products 

• Persuading customers and closing sales 

• Providing after-sales services 

• Collecting market and customer feedback 

• Maintaining long-term customer relationships 
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Sales Promotion 

Sales promotion refers to short-term incentives offered to consumers or intermediaries to stimulate 

immediate sales. These incentives add value to the product and encourage trial or repeat purchase. 

Common sales promotion techniques include price discounts, coupons, free samples, contests, and 

bonus offers. 

Public Relations 

Public relations is the systematic management of communication between an organization and its 

various publics. The primary objective of public relations is to create and maintain a favorable 

image and goodwill of the organization. It involves activities such as press relations, corporate 

communication, public events, and crisis management. 

Summary 

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

distribution, including: 

• Transportation 

• Warehousing 

• Inventory control 

• Material handling 

• Order processing 

• Logistics 

The unit also emphasizes the importance of marketing channels, discussing: 

• Types of channels 

• Channel selection 

• Channel evaluation 

These concepts ensure efficient product availability and optimal market reach. 



112 
 

⭐ PART 2: ONE-LINE DEFINITIONS  

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

• Transportation: Movement of goods from one place to another. 

• Warehousing: Storing goods until needed. 

• Inventory Management: Maintaining optimum stock levels. 

• Marketing Channel: Path through which products reach consumers. 

⭐ PART 3: MIND MAPS / FLOW CHARTS  

UNIT – IV : Distribution Mind Map 

PHYSICAL DISTRIBUTION 

| 

------------------------------------------------ 

|              |               |               | 

Transport   Warehousing   Inventory Mgmt   Channels 

| 

Direct/Indirect/Hybrid 

 

⭐ PART 4: QUESTION BANK  

Very Short 

1. What is logistics? 

2. Define warehousing. 

3. What is a marketing channel? 

Short 

1. Explain the importance of physical distribution. 

2. Describe types of marketing channels. 
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Long 

1. Explain components of physical distribution. 

2. Discuss factors influencing channel selection. 

3. Describe transportation and warehousing. 

ACTIVITIES FOR UNIT – IV 

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. 

MCQs 

1. Physical distribution is primarily concerned with: 

a) Advertising and promotion 

b) Planning, controlling, and delivering goods from producer to consumer 

c) Product innovation 

d) Pricing decisions 

2. Which of the following is NOT an element of physical distribution? 

a) Transportation 

b) Warehousing 

c) Inventory management 

d) Branding 

3. The main objective of physical distribution is to: 

a) Reduce production costs only 

b) Ensure timely delivery of goods to customers 
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c) Increase advertising 

d) Launch new products 

4. Efficient transportation affects: 

a) Speed, cost, and safety of delivery 

b) Only product quality 

c) Only marketing strategy 

d) Consumer loyalty exclusively 

5. Warehousing helps in: 

a) Storing goods until needed 

b) Advertising products 

c) Setting prices 

d) Designing products 

6. Inventory management ensures: 

a) Continuous supply without overstocking or stockouts 

b) Customer dissatisfaction 

c) Increase in product costs 

d) Limiting market coverage 

7. Material handling in physical distribution includes: 

a) Movement, loading, unloading, and storage of goods 

b) Advertising products online 

c) Pricing adjustments 

d) Product development 

8. Packaging is important in distribution because it: 

a) Protects goods from damage during transit 

b) Increases product weight unnecessarily 

c) Reduces customer interest 

d) Makes products harder to store 

9. Logistics coordination ensures: 

a) Efficient flow of goods from production to consumption 

b) Advertising campaigns are effective 
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c) Product innovation 

d) Pricing strategies are implemented 

10. A direct marketing channel involves: 

a) Producer → Consumer 

b) Producer → Retailer → Consumer 

c) Producer → Wholesaler → Retailer → Consumer 

d) Producer → Agent → Retailer → Consumer 

11. One-level channel consists of: 

a) Producer → Retailer → Consumer 

b) Producer → Consumer 

c) Producer → Wholesaler → Retailer → Consumer 

d) Producer → Agent → Wholesaler → Retailer → Consumer 

12. Factors influencing selection of marketing channels include: 

a) Product nature and market size 

b) Company’s financial strength 

c) Control required and cost of channel 

d) All of the above 

13. Wide market coverage is achieved through: 

a) Strong distribution channels 

b) High advertising alone 

c) Only online marketing 

d) Limiting product variety 

14. Continuous monitoring in distribution helps to: 

a) Reduce wastage and improve efficiency 

b) Ignore market demand 

c) Increase product prices only 

d) Reduce customer satisfaction 

15. An example of effective physical distribution in e-commerce is: 

a) Amazon’s ability to deliver products to remote areas 

b) Publishing social media ads 
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c) Increasing product variety 

d) Raising prices during festivals 

Answers – Unit IV 

1. b 

2. d 

3. b 

4. a 

5. a 

6. a 

7. a 

8. a 

9. a 

10. a 

11. a 

12. d 

13. a 

14. a 

15. a 
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UNIT – V : PROMOTION & SALES PROMOTION MANAGEMENT 

5.1 INTRODUCTION TO PROMOTION 

5.2 – PURPOSE OF SALES PROMOTION 

5.3 – MAJOR DECISIONS IN SALES PROMOTION 

5.4 – SALES PROMOTION TOOLS 

5.5 – PRE-TESTING, IMPLEMENTATION & CONTROL 

5.6 – EVALUATION OF SALES PROMOTION 

5.7 – GROWTH OF SALES PROMOTION IN INDIA 

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: 

• Consumer promotion tools 

• Trade promotion tools 

• Sales force promotion tools 

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

5.1 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: 

• Competition is intense. 

• Customers are well-informed and have many choices. 

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

5.2 – Purpose of Sales Promotion 

Sales promotion is a key element of the promotional mix that focuses on short-term incentives to 

encourage customers, dealers, or salespersons to purchase or sell a product. Unlike advertising, 

which aims at long-term brand building, sales promotion works to generate immediate action. 

Common examples of sales promotion include: 

• Discounts on products 
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• Coupons or vouchers 

• Free samples or trial packs 

• Contests and competitions 

• Buy 1 Get 1 Free offers 

• Gifts and premiums 

The purpose of sales promotion can be understood in detail as follows: 

1. Stimulate Immediate Sales 

Sales promotion encourages customers to buy immediately by creating a sense of urgency. 

• Example: A festive offer like “Flat 40% Off Today Only” motivates buyers to act quickly 

rather than postponing the purchase. 

2. Attract New Customers 

Promotional offers such as coupons, free samples, and trial packs attract first-time buyers. 

• These promotions provide an opportunity for customers to experience the product, 

increasing the likelihood that they will become regular users. 

3. Encourage Existing Customers to Buy More 

Sales promotion is also used to increase repeat purchases. 

• Loyalty programs, special discounts, and bonus packs motivate existing customers to buy 

more frequently or in larger quantities, boosting overall sales. 

4. Support New Product Launch 

For new products, companies use introductory offers, price reductions, and free samples to 

encourage trials. 
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• This helps overcome customers’ hesitation to try an unfamiliar product and accelerates 

market acceptance. 

5. Increase Dealer Support 

Trade promotions are designed to motivate wholesalers and retailers to stock and sell more 

products. 

• Examples include bulk purchase discounts, trade allowances, and promotional gifts for 

dealers. 

• Strong dealer support ensures that the product reaches more customers efficiently. 

6. Improve Sales Force Performance 

Sales promotions also target the sales team to enhance their performance. 

• Incentives like bonuses, rewards, or contests encourage salespersons to achieve higher 

targets and focus on promoting specific products. 

7. Reduce Excess Inventory 

Sales promotion is an effective tool for clearing surplus or slow-moving stock. 

• Clearance sales, end-of-season discounts, or festive offers help remove old inventory, 

freeing up storage and reducing losses. 

8. Face Market Competition 

In competitive markets, sales promotion helps companies retain customers even when rivals are 

offering similar products. 

• Attractive deals, discounts, and special offers keep customers loyal and prevent them from 

switching to competitors. 
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5.3 – Major Decisions in Sales Promotion 

Sales promotion is an important part of marketing that encourages customers, dealers, and 

salespeople to take action. However, effective sales promotion requires careful planning and 

strategic decisions. Companies must make several key decisions to ensure that promotions achieve 

their objectives and deliver a good return on investment. 

1. Setting Promotion Objectives 

The first step in planning a sales promotion is to clearly define its objectives. These objectives 

guide the strategy and determine the type of promotion used. Common objectives include: 

• Increasing sales – boosting short-term revenue or market share. 

• Attracting new customers – encouraging first-time buyers to try the product. 

• Encouraging product trials – motivating consumers to experience a new product. 

• Increasing dealer loyalty – motivating wholesalers and retailers to stock and sell more. 

• Reducing inventory – clearing old, seasonal, or slow-moving stock. 

Clear objectives help in designing the promotion and measuring its effectiveness. 

2. Selecting the Target Market 

Promotions should be designed for specific target audiences, which may include: 

• Consumers – end users of the product. 

• Traders – wholesalers, distributors, or retailers who sell the product. 

• Salespeople – the company’s sales force responsible for reaching customers. 

Identifying the correct target group ensures that promotional efforts are focused and effective. 
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3. Choosing the Promotion Tools 

After defining objectives and the target market, the next step is to select the appropriate promotion 

tools. Different tools are used for different groups: 

• Consumer promotions – discounts, coupons, free samples, contests, or gifts. 

• Trade promotions – trade allowances, incentives, or bulk discounts for wholesalers and 

retailers. 

• Sales force promotions – bonuses, rewards, or contests for salespersons. 

Selecting the right tool ensures that the promotion delivers maximum impact. 

4. Setting the Timing and Duration 

The timing of a promotion significantly affects its success. Companies must decide when to run a 

promotion and for how long. Considerations include: 

• Festive seasons – Diwali, Christmas, or other holidays. 

• Weekends – when customers are more likely to shop. 

• Off-season periods – to boost sales during slow periods. 

• High-competition periods – to retain market share when competitors are active. 

Timing should be carefully planned to align with market demand and company goals. 

5. Designing the Promotional Program 

Designing a promotion involves specifying the message, incentives, rules, and conditions. Key 

points include: 

• The promotional message should clearly communicate the offer. 

• Incentive levels must be attractive enough to motivate action but still profitable. 

• Rules and conditions should be clear, fair, and easy to understand. 

A well-designed program reduces confusion and enhances participation. 
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6. Pre-testing and Evaluation 

Before launching the promotion on a large scale, companies often test it on a small group to 

evaluate its effectiveness. 

• Pre-testing helps identify potential problems. 

• Feedback from this phase allows adjustments to improve performance. 

This step reduces risk and ensures the promotion is successful when fully implemented. 

7. Implementation and Control 

Finally, the promotion must be executed and monitored carefully. 

• Coordination with retailers, distributors, and sales teams is critical. 

• Continuous monitoring ensures that the promotion is running smoothly, reaching the target 

audience, and meeting objectives. 

• Adjustments can be made during the promotion to address issues or improve results. 

Effective implementation ensures that the planned benefits of the promotion are realized in 

practice. 

5.4 – SALES PROMOTION TOOLS 

Sales promotion tools are incentives designed to encourage purchases, trials, or customer loyalty. 

They are used by companies to stimulate immediate buying behavior, enhance brand awareness, 

and support marketing objectives. Sales promotion tools can be broadly classified into three 

categories: consumer-oriented tools, trade-oriented tools, and sales force tools. 

A. Consumer Promotion Tools 

Consumer promotion tools are aimed directly at the final customers to encourage them to buy, try, 

or remain loyal to a product. These include: 
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1. Price-Off / Discounts 

Temporary reductions in the product price encourage quick purchases. 

• Example: “Flat 20% Off This Weekend” motivates buyers to act immediately. 

2. Coupons 

Printed or digital certificates that offer discounts on purchases. 

• Example: Online shopping apps offering ₹50 off on the first order. 

3. Free Samples 

Small quantities of products are given to customers to try before they buy, helping reduce 

hesitation for first-time purchases. 

• Example: Sample sachets of shampoos or beverages. 

4. Premiums (Gifts) 

Free or low-cost items provided with the purchase of a product. 

• Example: A free bowl or mug offered with detergent purchase. 

5. Contests and Lotteries 

Customers participate in games or draws to win prizes, which creates excitement and engagement. 

• Example: “Scratch and Win” campaigns. 

6. Refunds and Rebates 

A part of the purchase price is returned to the customer after buying the product. 

• Example: Electronics rebates offered on online purchases. 
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7. Loyalty Programs 

Customers earn reward points for repeated purchases, encouraging brand loyalty. 

• Example: Supermarket or airline membership cards. 

8. Buy 1 Get 1 Free (BOGO) 

An effective strategy to boost sales instantly by offering a free product with the purchase of 

another. 

9. Demonstrations 

Live product demonstrations in stores show product features and usage, encouraging customers to 

buy. 

10. Sampling on Social Media 

Companies provide free trials or trial-size products to influencers or potential customers online, 

leveraging social proof to drive interest. 

B. Trade Promotion Tools 

Trade promotions are designed to motivate wholesalers and retailers to stock, display, and sell a 

company’s products effectively. Key tools include: 

1. Trade Allowances 

Discounts or incentives offered to retailers for carrying and promoting products. 

2. Display Allowances 

Payments made to retailers for displaying products in prominent or premium locations within 

stores. 
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3. Trade Contests 

Competitions organized for retailers to encourage higher sales, with cash or gifts as rewards. 

4. Dealer Loadings 

Free goods or special equipment provided to dealers to support sales and distribution. 

5. Buying Allowances 

Temporary price reductions offered to wholesalers or retailers to encourage bulk purchases. 

6. Cooperative Advertising 

The company shares advertising expenses with retailers to promote products locally. 

C. Sales Force Promotion Tools 

Sales force promotions are designed to motivate and reward sales personnel, ensuring they perform 

efficiently and achieve targets. These include: 

1. Bonuses and Incentives 

Financial rewards given for achieving or exceeding sales targets. 

2. Sales Contests 

Competitions among salespeople to boost motivation and performance. 

3. Recognition Programs 

Public acknowledgment, awards, or certificates for top-performing sales staff, enhancing morale. 

4. Training Programs 

Skill development programs to improve selling techniques and product knowledge, which 

increases confidence and effectiveness. 
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5. Free Trips / Tours 

Top-performing sales personnel are rewarded with travel packages or trips as non-monetary 

incentives. 

 

An effective sales promotion program is carefully planned to achieve marketing objectives, 

increase sales, and enhance customer engagement. Developing such a program involves a series 

of strategic steps, from identifying the target audience to evaluating the results. 

1. Identifying Target Audience 

The first step is to decide who the promotion is aimed at. The audience could be: 

• Consumers – to encourage purchases or trials. 

• Dealers / Retailers – to motivate stocking and sales. 

• Salespersons – to improve performance and achieve targets. 

Correctly identifying the target audience ensures the promotion is focused and effective. 

2. Setting Objectives 

Promotions must have clear and measurable objectives to guide their design. Examples include: 

• Increasing sales during peak or off-peak periods. 

• Introducing a new product to generate trials and awareness. 

• Clearing inventory of slow-moving or seasonal stock. 

Objectives determine the choice of tools, timing, and evaluation criteria. 
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3. Determining the Budget 

The promotion budget depends on several factors: 

• Competitor actions – matching or exceeding competitors’ promotional efforts. 

• Market potential – the size and buying capacity of the target market. 

• Profit margins – ensuring that the promotion does not negatively impact profitability. 

A well-planned budget balances effectiveness and cost efficiency. 

4. Selecting the Promotion Tools 

The next step is to choose the most appropriate promotion tools based on objectives and audience. 

• Tools may include discounts, coupons, contests, free samples, premiums, or loyalty 

programs. 

• Often, a combination of tools is used to maximize impact. 

5. Deciding the Offer 

Here, the company determines: 

• The type of incentive (discount, gift, cashback, etc.) 

• The amount or value of the benefit 

• The duration of the promotion 

A clear and attractive offer encourages more customers and dealers to participate. 

6. Pre-Testing the Program 

Before a full-scale launch, the promotion is often tested on a small group. This helps: 

• Identify potential problems or flaws. 

• Measure customer reactions and appeal. 

• Assess overall effectiveness of the promotion. 
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Pre-testing reduces risk and ensures a smoother implementation. 

7. Implementing the Program 

Implementation involves executing the promotion plan: 

• Distributing coupons or promotional materials 

• Advertising the offer through suitable media channels 

• Supplying products and materials to dealers 

• Training sales personnel to communicate the promotion effectively 

Successful implementation ensures that the promotion reaches the intended audience. 

8. Monitoring and Controlling 

While the promotion is running, it is essential to track its progress: 

• Monitor sales increase and revenue generated 

• Check dealer participation in trade promotions 

• Analyze customer response and engagement 

Monitoring allows for real-time adjustments to improve effectiveness. 

9. Evaluating the Results 

After the promotion ends, the company evaluates its overall performance: 

• Compare sales before and after the promotion 

• Measure profitability generated by the promotion 

• Analyze customer feedback to assess satisfaction and interest 

If the results are positive, similar strategies can be replicated in future promotions. 

5.5 – PRE-TESTING, IMPLEMENTATION & CONTROL 
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An effective sales promotion program requires a well-organized pre-testing phase, proper 

execution (implementation), and continuous monitoring (control) to ensure that the promotion 

achieves its objectives and delivers the desired results. Each stage plays a critical role in 

minimizing risks, ensuring smooth execution, and making necessary adjustments. 

A. Pre-Testing 

Before rolling out a sales promotion on a large scale, companies often pre-test the promotion. Pre-

testing helps identify potential issues and evaluate customer reactions, ensuring the promotion is 

ready for broader launch. 

Methods of Pre-Testing: 

1. Conducting Surveys Companies can gather feedback from a targeted group of customers 

to understand their perception, interest, and likelihood of participation in the promotion. 

2. Running a Small Pilot Promotion A limited-time trial or small-scale version of the 

promotion is executed in select locations or to a select group to assess its effectiveness. 

3. Testing in Selected Stores Running the promotion in a few stores (or specific regions) to 

gauge customer response and operational feasibility before a national or global rollout. 

Benefits of Pre-Testing: 

• Identifies Errors: Pinpointing any flaws in the promotion plan, whether in messaging, 

execution, or logistics. 

• Helps Adjust Incentive Levels: Fine-tuning the value of incentives (e.g., discount amount, 

prize value) based on customer feedback and engagement. 

• Reduces Risk of Failure: By identifying potential problems early on, companies can avoid 

major failures and costly mistakes. 

B. Implementation 

Implementation refers to the actual execution of the promotion according to the plan. Successful 

execution is crucial for the promotion’s success, and it requires effective coordination, timing, and 

resource management. 
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Key Factors in Implementation: 

1. Supply Products to Dealers Ensuring that enough products are available at the right 

locations to meet customer demand. Timely delivery of products to retailers and 

wholesalers is essential. 

2. Distribute Promotional Materials Promotional materials such as coupons, banners, 

flyers, and advertisements need to be delivered to stores, sales teams, and dealers. 

3. Train Salespeople Sales personnel should be trained to effectively communicate the 

promotion’s benefits and rules to customers and encourage participation. 

4. Advertise the Offer Proper advertising and awareness campaigns are crucial for driving 

visibility. This could include online ads, social media campaigns, TV/radio ads, or in-store 

displays. 

5. Monitor Execution Continuous monitoring during the promotion is key to identifying and 

addressing any operational or customer-related issues. Regular checks ensure that the 

promotion is progressing as planned. 

Implementation must be timely and well-coordinated to ensure the promotion runs smoothly 

without delays or confusion. 

 

 

C. Control 

Control refers to the ongoing supervision and oversight to ensure that the promotion is executed 

properly and remains aligned with the initial plan. Effective control helps in identifying any issues 

early and making adjustments as needed. 

Control Involves: 

1. Supervising Dealers Ensuring that dealers and retailers are properly stocking and 

promoting the product as planned, and are adhering to the promotion's terms and 

conditions. 
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2. Checking Misuse of Coupons Preventing the fraudulent use of coupons or other 

promotional offers. This involves verifying that the right products are being purchased and 

the promotion is not being misused. 

3. Ensuring Stock Availability Regularly checking inventory levels to ensure that there are 

enough products in stock to meet the demand generated by the promotion. 

4. Avoiding Fraud Detecting and preventing fraudulent activities, such as manipulation of 

purchase receipts, counterfeit coupons, or other forms of promotion misuse. 

Control ensures that any issues that arise during the promotion are addressed immediately, keeping 

the promotion on track and consistent with the goals. 

5.6 – EVALUATION OF SALES PROMOTION 

Evaluation is a crucial step in the sales promotion process, as it allows companies to measure 

whether the promotion achieved its expected results. By assessing the effectiveness of a promotion, 

businesses can make informed decisions about future campaigns and refine their promotional 

strategies. 

Evaluation Methods 

Several methods are used to evaluate the success and impact of sales promotions. These methods 

help businesses analyze whether the promotion reached its objectives, influenced customer 

behavior, and provided a good return on investment. 

1. Sales Analysis 

The first method of evaluation is comparing sales data before, during, and after the promotion. 

This helps determine the immediate effect of the promotion on overall sales performance. 

• Before the promotion: This baseline shows the regular sales trends. 

• During the promotion: Analyzing sales during the promotion helps measure how much of 

an increase occurred directly due to the promotion. 

• After the promotion: This shows whether the promotion had a long-term impact, such as 

sustaining higher sales levels or improving customer retention. 
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By comparing sales figures, a business can assess the effectiveness of the promotion in terms of 

boosting sales volume. 

2. Customer Feedback 

Understanding the customer’s perspective is crucial for evaluating how well the promotion was 

received. Gathering feedback helps businesses understand if the promotion appealed to the target 

audience and led to the desired outcomes. 

• Surveys: Conducting surveys can give insights into customer satisfaction, perception of the 

promotion, and its impact on buying behavior. 

• Online Reviews: Analyzing online feedback, reviews, and comments from customers can 

help gauge overall satisfaction with the promotion. 

• Interviews: Direct interviews with customers can provide more detailed, qualitative 

feedback about how the promotion influenced their purchasing decisions. 

Customer feedback helps businesses understand whether the promotion aligned with their 

audience's expectations and if they were satisfied with the offering. 

3. Dealer Feedback 

Dealers, retailers, or distributors often have direct interactions with customers and can provide 

valuable insights into the promotion’s success. 

• Dealers can offer feedback on customer response, whether the promotion attracted new 

buyers, and how easy or difficult it was to implement from their end. 

• They can also report on whether the promotion helped in increasing store traffic or boosting 

product demand. 

Dealer feedback gives businesses a ground-level perspective on how well the promotion performed 

in terms of retailer and customer engagement. 

4. Cost-Effectiveness Analysis 
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This method evaluates whether the promotion generated more revenue than the cost of running the 

campaign. 

• Businesses need to assess if the additional sales during the promotion cover the costs 

involved in offering discounts, prizes, advertising, and other promotion-related expenses. 

• The return on investment (ROI) is a critical factor in determining whether the promotion 

was financially successful. If the cost of the promotion exceeds the revenue generated, the 

campaign may be deemed inefficient. 

A cost-effectiveness analysis ensures that the promotion provided a positive financial return and 

was worth the investment. 

5. Repeat Purchase Rate 

The repeat purchase rate helps assess whether the promotion had a long-term impact on customer 

behavior. 

• It measures how many of the customers who participated in the promotion continued 

buying the product after the promotion ended. 

• A high repeat purchase rate indicates that the promotion was successful not just in driving 

initial sales but also in creating loyal customers who keep coming back. 

The repeat purchase rate is an important measure of whether the promotion created sustained 

demand for the product beyond the immediate effects of the promotional offer. 

5.7 – GROWTH OF SALES PROMOTION IN INDIA 

Sales promotion in India has expanded rapidly over the last few decades, driven by several 

economic, social, and technological factors. With an evolving market landscape and increasing 

consumer expectations, companies are adopting innovative promotional techniques to stay 

competitive and engage customers effectively. 

1. Increased Competition 
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As more brands enter the Indian market, the competition for consumer attention and loyalty has 

intensified. Companies are using sales promotions as a key tool to attract and retain customers. In 

a competitive market, promotions help brands: 

• Stand out among rivals. 

• Offer incentives like discounts, gifts, or coupons to lure customers. 

• Drive consumer interest and create urgency to make a purchase. 

With the rise of multiple product choices, promotions have become essential for brands to 

differentiate themselves in crowded markets, especially in sectors like FMCG, electronics, and 

fashion. 

2. Rise of Organized Retailing 

India has witnessed a rapid rise in organized retailing through the growth of supermarkets, malls, 

and hypermarkets. These modern retail formats offer businesses ample space and opportunities for 

conducting promotions. 

• Supermarkets and malls: Provide a high footfall, allowing businesses to target a large 

audience through in-store promotions, discounts, and offers. 

• Online platforms: The rise of e-commerce platforms like Amazon, Flipkart, and others 

provides a vast digital space for online promotions, offering customers a convenient way 

to shop and avail promotions like flash sales, seasonal discounts, and coupon codes. 

The growing number of organized retail outlets in India enables businesses to create localized and 

tailored promotions, reaching customers more effectively. 

3. Online and Digital Marketing 

The digital transformation in India has significantly boosted the scope of sales promotions. E-

commerce giants like Amazon, Flipkart, Nykaa, and others regularly use various promotional 

tactics to attract customers. 

• Flash Sales: Time-limited offers that create urgency and increase sales. 
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• Big Billion Day, Amazon Prime Day: These major annual sales events offer massive 

discounts, exclusive deals, and special offers, often driving record sales. 

• Promo Codes: Digital promo codes that can be applied at checkout to avail discounts, 

which are commonly used in online shopping. 

With India’s increasing internet penetration, online and digital platforms provide brands with the 

opportunity to reach millions of potential customers quickly and efficiently. Mobile apps and 

websites further make it easier for customers to access and benefit from promotions. 

4. Changing Consumer Behaviour 

As Indian consumers become more informed and tech-savvy, their purchasing behavior has 

shifted. Today’s customers expect promotions as part of their shopping experience. 

• Discounts: Customers actively seek out discounts as part of their shopping experience. 

• Special offers: Limited-time deals, combo offers, or “buy one get one free” deals have 

become the norm. 

• Cashback offers: Attractive cashback deals are popular, particularly in the digital and 

financial services sectors. 

• Festive deals: Indian consumers expect to see special discounts and deals during festivals 

like Diwali, Holi, Eid, and Christmas. 

The growing preference for bargains and value deals has made sales promotions an essential part 

of retail and consumer marketing in India. 

5. Growth of FMCG Sector 

The FMCG (Fast Moving Consumer Goods) sector in India has experienced robust growth, 

particularly in urban and semi-urban areas. Since FMCG products are purchased frequently, 

businesses in this sector rely heavily on promotions to drive consumer purchases and maintain 

customer loyalty. 

• Free Samples: Used to encourage customers to try new products before committing to a 

full-size purchase. 
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• Combo Offers: "Buy 1 Get 1 Free" or "Buy 2, Get 1 Free" offers are commonly used to 

drive purchases in this sector. 

Frequent promotional offers help FMCG brands in India increase sales volume, build brand 

awareness, and create customer loyalty, especially in highly competitive categories like food, 

beverages, toiletries, and personal care. 

6. Technological Development 

Technological advancements have made sales promotions more efficient and accessible. Some key 

developments include: 

• Digital Coupons: Companies offer digital coupons through websites, apps, and email 

marketing, making it easier for customers to access and use discounts. 

• QR Codes: Used to drive engagement through instant discounts or offers when scanned by 

smartphones. 

• Mobile Apps: Promotions are increasingly distributed through branded mobile apps, where 

users can access exclusive offers, track their purchases, or redeem deals easily. 

These technological tools have made promotions more targeted and measurable, helping 

businesses deliver better results and enhance customer engagement. 

 

 

7. Seasonal Festivals and Events 

India is known for its vibrant cultural and religious festivals, including Diwali, Pongal, Eid, 

Christmas, and others. These festivals offer brands a unique opportunity to engage in massive 

promotional campaigns. 

• Festive Promotions: During festivals, consumers expect discounts, gift bundles, and special 

offers. This makes festivals a key season for retail promotions. 
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• Increased consumer spending: During these times, consumers are more likely to indulge in 

shopping, especially for gifts and home goods. 

For businesses, seasonal promotions during festivals serve as an excellent way to boost sales and 

build long-term customer loyalty by tapping into the festive spirit of giving and celebration. 

8. Entry of Global Brands 

The entry of global brands into India has also played a significant role in the growth of sales 

promotions. International brands, with their global promotional strategies, bring new, more 

aggressive tactics into the Indian market. 

• Aggressive pricing: Global brands use promotions to build their customer base quickly. 

• Localized campaigns: International brands adapt their promotional strategies to cater to the 

Indian market, offering deals and discounts that appeal to local preferences. 

These global promotional tactics have forced many Indian brands to adopt similar strategies to 

stay competitive. The influence of global marketing practices has led to better, more exciting 

promotional offers across multiple sectors in India. 

ACTIVITIES – UNIT V 

1. Collect 10 promotional advertisements from newspapers or online. Classify them as 

consumer, trade, or sales force promotions. 

2. Visit a supermarket and identify different sales promotion tools used. 

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

4. Conduct a small survey on what promotions consumers prefer. 

5. Prepare a chart showing steps in developing a sales promotion program. 

MCQs 

1. Sales promotion is primarily designed to: 

a) Reduce production costs 

b) Encourage customers, dealers, or salespersons to buy or sell a product 
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c) Set long-term pricing policies 

d) Develop new products 

2. Which of the following is a consumer sales promotion tool? 

a) Trade allowances 

b) Coupons 

c) Dealer loadings 

d) Cooperative advertising 

3. Free samples are used to: 

a) Increase brand loyalty among existing customers 

b) Encourage new customers to try a product 

c) Reduce production cost 

d) Set a high price 

4. Buy 1 Get 1 Free (BOGO) is an example of: 

a) Trade promotion 

b) Consumer promotion 

c) Sales force promotion 

d) Pricing strategy 

5. Trade allowances are given to: 

a) Customers 

b) Dealers or retailers 

c) Competitors 

d) Employees 

6. Which of the following is a sales force promotion tool? 

a) Free samples 

b) Bonuses and incentives 

c) Coupons 

d) Discounts 

7. The main purpose of sales promotion is to: 

a) Stimulate immediate sales 

b) Set long-term pricing strategies 
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c) Reduce production costs 

d) Avoid advertising 

8. Pre-testing in sales promotion is done to: 

a) Launch the program immediately 

b) Identify errors and gauge customer reaction before full-scale launch 

c) Increase profit margins directly 

d) Select a distribution channel 

9. Implementation of a sales promotion program includes: 

a) Supplying products to dealers 

b) Advertising the offer 

c) Training salespeople 

d) All of the above 

10. Monitoring and control in sales promotion ensures: 

a) Supervision of dealers and proper use of coupons 

b) Product innovation 

c) Brand packaging 

d) Competitor pricing 

11. Evaluation of sales promotion is done to: 

a) Compare sales before, during, and after promotion 

b) Increase production cost 

c) Reduce distribution efficiency 

d) Limit market coverage 

12. Loyalty programs aim to: 

a) Encourage repeat purchases 

b) Increase production cost 

c) Reduce advertising 

d) Attract competitors 

13. Flash sales during festive seasons are an example of: 

a) Consumer promotion 

b) Trade promotion 
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c) Sales force promotion 

d) Pricing strategy 

14. Cooperative advertising is: 

a) Sharing advertising cost between company and retailers 

b) Providing free products to customers 

c) Rewarding sales staff with bonuses 

d) Offering rebates to consumers 

15. The growth of sales promotion in India is influenced by: 

a) Rise of organized retail and e-commerce 

b) Changing consumer behavior 

c) Entry of global brands 

d) All of the above 

 

 

 

Answers – Unit V 

1. b 

2. b 

3. b 

4. b 

5. b 

6. b 

7. a 

8. b 

9. d 

10. a 

11. a 

12. a 
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13. a 

14. a 

15. d 

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  

Promotion: Communication to persuade customers to buy. 

• Sales Promotion: Short-term incentives to increase sales. 

• Coupons: Certificates offering discounts. 

• Trade Promotion: Incentives for dealers/retailers. 

• Sales Force Promotion: Incentives for salespeople. 

⭐ PART 3: MIND MAPS / FLOW CHARTS  

 

 

 

 

UNIT – V : Promotion Mind Map 

PROMOTION 

| 

--------------------------------------------- 
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|                     |                    | 

Advertising       Sales       (Personal) Selling 

| 

----------------------------------------- 

|                  |                    | 

Consumer Tools     Trade Tools     Sales Force Tools 

 

⭐ PART 4: QUESTION BANK  

Very Short 

1. Define sales promotion. 

2. What are coupons? 

3. What is trade promotion? 

Short 

1. Explain consumer promotion tools. 

2. What is pre-testing in sales promotion? 

Long 

1. Discuss sales promotion tools for consumers, traders, and salespeople. 

2. Explain the steps in developing a sales promotion program. 

3. Describe the growth of sales promotion in India. 
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