





Session 2016-17 [ 600 Copies)

© School of Open Learning

Published by : Executive Director, School of Open Learning, 5 Cavairy Lane, Delhi-110 007
Printed at : Amety Offset Printers, 12/38, Site - IV, Sahibabad Industrial Area Ghaziabad (U.P)




v LESSON 1

Marketing Management — Nature, Importance and Concept
Shri 5.5, Bawa
Saiwan College
Umiversity of Lk,

According to American Marketing Association, “Marketing is the performance of
Business activities that direct the flow of goods and service from producer to consumer/user'’,
Hence, Marketing is the managerial process by which products are matched with markeis and
through which transfers of ownership are effected.

Institute of Marketing of UK. has defined Marketing as "The creative
function which promotes trade and employment by assessing consumer needs and initiating
rescarch development to meet them. It co-ordinates the resources of production and distri-
bution of goods and services, determines and directs the nature and scale of the total effect
required to sell profitability, the maximum production to ultimate user”. Somelimes, selling
and marketing are considered us same things. But selling is normally considered with 1he plana
and ideas of trying to make consumer exchange what he has (money) for what we have as
producers (goods or services). ‘Whereas, Marketing is reluted to the needs of the buyer and
is limited to the ideas of satisfying 8 consumer’s requirements by means of the prodocts as
well as by giving the customer with value satisfaction which ultimately ensures the profita-
bility of sctivities of the concern.  Hence, Marketing thinking must precede the production
activities. Even when the product reaches the customer, it must satisly the customer with

after sale service also.

Hence, we can also define the Marketing Management as “The process of ascertaining
consumer needs, converting them into products or gervices and then moving the products or
gervices to the final consumer/user to satisfy such nceds and wents of specific customer
segment with emphasis on profitability ensuring the optimum use of the resources available io
the organisation”. This definition includes these 1 impaortant features

{a) cODsUMET study /orieniation,
(b) profilability for the concern and
{c} the Optimum use of available limited resources.

" Relationship of Market with Product—There is a direct corelation between the mark e-
ting on the one side and the product on the other side. Marketing is the husiness, whereby
specific products are matched up with specific markets and think of production as the business
ith the manufacture of these products. The top management of the com-

process related wi _ .
has the final responsibility of selecting, manufacturing and marketing the products that

my
E.mm maximum features desired by the costomers at large for the ultimate satisfaction,
Products are matched with markets, firstly, through market research which give the manage-

oduct and secondly, through the top management in co-

an idea obout the demand of the pr
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ordination with production in its favour by adapting personal selling, advertising, distribution
and price policies which are regularly modified with the change in the market Hence, we
can certianly say that modern management regards marketing and production a5 interdepen-
dent sub-svstem.

Muarketing management & Saler management—Marketing & sales management are
quite separate items though related to each other. sales Manzgemen! can be defined as “the
planning, direction snd control of the personal selling activities of # business unit including
recruitment, training, assigning, supervising, paying and motivating such personl sules
force.”

In lodia these are synonymous terms but there i a diference between a Marketing
manager and o Sales Manager, as the sales manager function is limited 19 pianning, directing
and controlling the activities of salesmen. Marketing Manager is holding o line status
over and above the sales manager asthe formar has to stpervise the work of the sales
manigers.

Meaning & functions{tasks of the Marketing Syatem—The following are the inter-
related tasks of the Marketing System —

() all the business organisations performing the marketing function.

{b) the legal, historical and customary relationship existing among these orgunisa-
ticns,

{c) the customer service and
(d) marketing functions performed by a marketing system.

(A) Business Instivutions and their re lations—the producers of raw-malerials and their
concerns like farms, mines and fisheries manufacturers and processors of finished and semi-
finished goods, service industries like Banks and insurance companies, inlermediaries like
retailers end  wholesalers, customers-domestic, industrial and the Government ete,, these
organisations normally perform their functions theough specialisation like the domestic car-
sumers satisly their needs with the uitimate product whercas the business customers use the
product to produce other goods and services,

(8} Marketing environment—the internal und external factors effect th= - rketing
system.  Some factors are controllable while others are noi and the marketing manigement
has to take care of these contrallable and uncontrollable/environments) factors.  External
factors are of 3 types-competition, legal & political Factors and Science & technological
factors, The Competition is always locked out so that it may naot give any adverse efect ta
the company. It is also the management’s concern 1o evaluale and counteract the mirketing
moves of the competitors, Management is also concerned with legal and political climate to
make the marketing decisions.  Puhblic opinion should be considered for the praposed marke-
ting changes. The present condition of science and technology try to limit 1he range of
possible marketing moves.  Other environmental‘external factors like psychological, cultural,
socisological and e-onomic which ultimately control the managements decisions indirectly
on buying bebaviour. Psychological factors, internally to an individual, include needs fior
sell-booour which will influence the human behavious  Cultural factors el P o eaplain why

-




Tndians prefered Dhoti to full pants  Sociological factors' like a friend using a Car will force

his friend to buy & car.  Economic factors like present and the Tuture income decide to buy &
thing today or tomorrow, .

(€} The customers and the Busimess [nstitutions—consumer and indusirial goods
rnnrllc-:u need separate thinking and planning because ultimate consumers buy for his own or
family use. While the industrial buyers purchase for the furtherance and the production of
other goods and services. They are known as industrial products. Some business cnfer-
prises make profits whereas others: are non-profit institutions like Schools, hospitals and
Government agencies. Thelr expenses are nudited by outside authorities and hence require
systematic purchases. Hence, the difference between the two s that the first usss his part-

time to make purchases whereas the industrial users employ paid professionals to devote fuli
time for making purchases,

(DY Task of the marketing system —The marketing system performs the task of
adjustin? the production of goods and services 1o requirements of the customers. The final
end of production i consumption. Therefore, the main job of marketing system is to orient
the productian in such a way lo satisfy th= demind of the product'service. The marketing
system must give due consideration to the rsk of physical deterioration or damage in the
value of the product, Further the marketing system m it show to the wholesalers and retsi-
lers about the available stock of the prodacts. their prices and the conditions of sales through
the halp of catalogues, trade displiy and through pirsozal sal:zsmanship so that customers
should be well informed about the product.

Marketing Management —farks and philosophies : Market is a system or an atmosphere
or mechanism that facilitates such forces as are leading to price fixation. That is, physical
presence of poods or men at & place is not an  essential condition of a highly developed and
elastic market. It provides an atmosphere where parties of exchange ate in touch with all the
communication that brings into play “price fixing agents”. On the contrary. marketing is the
sum-total of all these activities that are related to the free flow of goods from the points of pro-
duction of goods and this is the hali-mark of marketing, that is, once the price fixation is done,
the journey siarts from sellers to the buyers. In & outshell, "market” i u solid foundation to
push the goods. Tt iz an outlet to let out the produc s. It is the key to the engine of marke-
tng. On the other band "marketing’ is & gigantic machinery to move the goods by ereating
ptilitics-of place, tims and ownership. It is a tree with oumber of tentacles and ramifications
to actually provide shade to the customers, or providing them to their satisfoction, the
required pocds and services,

Signifivance of Marketing ;—Any economy, developed or under developed or develop-
ing, whether pure or cock-tniled, is & marke! oriented economy. Industry, today, involves
the production of all the essential poods for a profitable sale rather than for self or home
consumption by the prodocer and his immediate households. Since, ‘profit maximization® is
the watchword of any prudent producer and discerning distributor, this marketing sysiem,
constitutes the bed-rock foundation for the production. That is, production and marketing
are the two pillars of an efficient economy, where as, production and consumption are the
two wheels of an economy which are linked by the powerful belt of marketing. By its very
pature, 8 merket oricoted economy is & dynsmic economy, characterized by the siendy growih
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and expansion of markets, In such an economic system, it is the function of marketing
system to transform the benefits of prodoctive efficiency in terms of higher levels of living
via distribution, I the levels of living are low “in any country that can be directly attributed
to the least developed marketing system. The need for the market grows out of the division
of labour, mass and specialized calls for the existence of mass markets in which the entire

output can be put in or pushed out at o reasonable margin of profi.  To reach the far-flung
markets of the world, marketing services are inevitable.

Saclety and Marketing :—It is an instrument to lift up the living standards even though
human life is a patent example of interdependence, different sections of society are habituated
to different standards of living. Dilferences in the manner of living are caused by such things
as family and class tra ditions, educational and cultural influences, and social pressures of
membership of different groups. There is a small class of people that enjoys highest stan-
dard of living. It is that class where people have dozens of shirts, suits, pants, shoes, ties.
fleet of cars, batch af scooters ; still they are not very happy. On the contrary, there is
another class namely, poor class where it forms a vast majority with sabsistence leval or band
to mouth fashion of living. They are worse off, asthey neither get sufficient simple food,
shabby shelter, and shattered shirts and patched panis, nor any scope to come up ; still they
are happy with whatever they get, as minds are nch in their case. In between these two
extreme classes of rich and poor, there & still another group popularly known as middle
class. In fact, it is considered ns the back bone of the nation, Unfortunately this middle
class is neither fully happy nor fully unhappy i.e. above the drdinnry clus and below the top
class, leading a middle standard of living,  Despite-all such differences in their levels of living,
every member of the society requires certain  commoditics and services to enjoy, to make his
living decent and gracious. Therefore, for evervthing and  anyihing, every body i3 to depend
completely on this gigantic system. Thus, the shiris and panis your wear, banians and
underwears that you use, the hair-oils and tooih-pasie that you apply, the face power and
snow that vou vse in make up, the medicine  you consume, the cyvele you ride on, the cars and
scoobers that you drive, the feod you eat, the drinks cold or hot you drink all are made
available by marketing. Marketing of cogrse, isnot the sole economic determinent of the
staidard of living. 1t &5, however, one of the triumvirate of important economic determinants
of production, purchasing power. Marketing i a means throogh which production and
purchasing power are converied into consumption,

Just as every industry provides employment opportunities to  thousands of skilled and
unskilled labour in various capacities, marketing does provide millions of employment T
tunities which are gainfull.  As you are aware, marketing is & complex mechanism involving
number of functions and sub-functions which call for different specialized persons for employ-
ment. The major marketing functions are, buying and selling, transport, wharehousing,
financing risk-bearing, market-information and standardization. In each such function,
differnt activities are to be performed by a large number of individuals or institutions. 1t is
sabd that, on marketing roughly about 30 to 40 per cent of the total population is dependent
directly or indirestly. They use this as a means of livelihood.  This ks of special significance
to our country, where there are ‘population explosions’ and unemployment' problems that
re lEL‘!‘f and terrifically awlul. Economic stability is the sure sign  of any efficient and
dynamic economy. It implies that economic activiiies are not only at high level perl‘mm-pnn:.,
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but they are regular and continuous. It refers to the economic soundness of the nation which
is consistent, #

In other words, it implies existence of full employment, stobilized and flexible
prices, perfect match of production with consumption. Hewever, al times, due to cerfain
drawbacks of natural and artificial fictoss, this economic stability may be disturbed.
Due to extreme specialization ani applizatioa of th= prinziple of division of labour,
production and distribution have bezomsz two separate sections of the economic organization,
Today., production is onz thing and distribution another, Both are intzr-dependent but
not independeats of one another. That is why, il the balanze is loit, that creates untolerable

and uncontrollable situation. If one of the wheels is out of order, it becomss a net work
for continwous trouble. That is, if production is more than what is required or vice-versa
economic lifeis oughtto b: purturbad  Now let us ses how thisexcess production and
Inck of safficient production afict the ecosomy and economic smbility  Profit is the core
on which the whole super-strocture of business it baile.  Profit is the pivol around which
all marketing activities rotate. To earn this crean of profit, busfnesemen have to struggle
hard. As there is no magic formola to have “‘wind fall profin™. There must be some
instrument through which profits can be earned and multiplied. Marketing does provide
many opporfunities to earn profits in the process of buying and selling the goods, by creating
time, place and possession utilities. Moreover earning and realization of producers and
distributors which meansan improvement or refinement in the fields of production snd
marketing, resulting from research programmes.

The problems of enterprenver are what, how, when, how much and for whom to
prodoce 7 In thedead past, prodocer was in direst contact with consumers; since, the
needs of the community were very few and simple, they could be met very casily.

Thus, there were no intermediaries between prodocers and  consumers. However, with
the fight of time and as socicty developed  economically, socially, politically, ethically, and
culturally, the needs of refined people sprang into manifold varetics. To meet out this
challenge, division of labour was applied. Prodoection became mass and round-about. As
the direct link was cul off, great golf was created between producers and consumers. This
was the opportune time when the middlemen entered the scene.  Thus, marketing emerged as
a new specialised activity along with production. Asa resull, producers are depending
largely on the mechanism of marketing to decide what to produce and sell. Each producer
isto feel the pulse of market via ‘marketing stethascope’ to make out as to what is going
on in the market.

The trends in the market are always changing because, markets are ever growing asd,
therefore, dynamic. Such chaoges have far reaching effects on production and distribution.
Today the minds of buyers are not firm, but fuctuating very often.  That is why, it is said
“mood of the market changes fust like the mind of & fckle minded misiress™, Meaning
therehy, the fashioas, habits, tastes, and dislikes, preferences, styles do change with time,
place and person, The producers will succced, when Lhey meet Lhe now requirements or
new demand of these ulira-modern people.  Marketing as an  instrument of measurement,
gives scopc in  understanding this new demand pattern and thereby produce and make

available the goods accordingly.




Cost of Marketing - In recent years, marketing is blamed because of its high cost.
MNow a duys, it has attracted the atention of different sections of the society, who have
taken keen interest in the analytical study of marketing costs. Marketing costsare stated
to be high, It is afmost impossible to estimate accurately, the overall cost of marketing
function and services; howevar, many marketing experis have tried to calculate and have
found thal marketing costs accounts to about 50 per cent of the price paid by ths consumers,
The stady of *“*Marketing of Wheat, Rice and Cotton in India™ indicated that 50 1o 60 per
cent of the total cost accounted is for the marketing costs. It means that, out of 2 rupee
paid by the cousumars, 50 paise go the marketing men,

The reasons are many tosupport this argument of high cost.  Only significant are
noted here, At present, we, the refined people of ulira-modern world, believe in specializa-
tion and roundaboutl production. Of course, large-scale production of today has been
instrumental in bringing down the cost of production, improving the quality and multiplying
the varicties.  Thus, efficncy of production field has been ever on the line of improvement.
However mass-production has been concentrated at fe v place all over the world. It is this
concentration of prodoction  that has become a root-cawse Tor the increase in cosis of
marketing. There is a big pap between the points of production and consumption. This
Bap is bridged or enpulfed by an  army of middlemen both marchant and agent.  They do
eat much in the, mme of the r valuable services Mass-production must be  matched by
mags-marketing.  This results in high costs. Moreover, as a co-rollary of keen competition,
on the one-hand marketers have been trying 10 sell the commodities by Improving m"tgti_qg
methods and by providing more and varied services to the consumers, On the ather hand,
sociely has alo accepted to-pay  high prices in view of the valuable services that it is getting
in return from the marketing  svstem.  As the life and  lving are getting sophisticated, the
sociely 8 cxvpegting oo much from marketing  meachanmm, dnterms 8 viried kinds of
services, that ik po-sihle only at o lgh cost,  Further the inciliciency 1hat creeps i various
marketing functions and wgments due 1o presence of incMcient and incompelen) men, results
i highter costs ol markeling.

That Is sehy. ntlention is now bommg paid (o marketing, by all, both men of marketing
and outsiders, ike povernment, producere and educational  instiulons. Every elfort is
being made by these agencies 1o redoce the muarketing costs.  Thus, development of chain
siores, multijile shops  and departinentals  wores avoid middlemen, Co-operative are
developed §o provide better services fo spcwety,  Tdecubonal imstitutions  are helping by
tarning out able ard  Bighly qualified marketing eaperts. At the same Ume, Governmenis
of the nations ore @l work (0 provide and  improve that social and  economic overheads
have to supzrfine infra-structure like commumcation systems, railways, waler-ways and ale-
WS

Marketing as Selemce or Ari = To koow wicther marketing isa science sndfor an
art, ane must know what is meant by these two words, Science is a classificd and systematized
body of knowledge . Put iIn anather way, to call anything asa science, it must be able
to build up a body of laws or principles which ean be relied upon 1o work over and over again,
Science isa system of facts and principles concerning a subjeci. ltisa rich fund of
knowledge founded on experience and rescarch that has set generalizavions are universally Bereps
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ted. Naturally sclences can tell what is going to happen in the prescribed conditions of life.
e.., on eclipse canbe forecested many years before it is due. Comet appearances can be
predicted with  accurancy. However, it does oot mean that all patural sciences are very
exact, Sumilarly, marketing, like any other natural sciences, does seck 1o bulld o body
of valid laws and principles, e.g., the risz and fall in the consumer income, directly results
in the full or rise in sales of a retail organizition. The higher the prices lower will be the
consumer demand,

Therefore, thereisa substantinl body of classied knowledge about marketing.
Such generalizations render marketing a scicnce, It may not be as exact as the formulas
of Physics, Chemistry or Mathématics. Still, it provides sufficient reasons to believe that
it has its own laws that can be accepled universally.

O the conbrary, "art” means the application of principles lnid Jdowa (o the practical
life. It is the spphication of a set of rules or principles o practice, So, it can be said
that application requires the skill, if there is no skill in the skull, ecery thing is nil: Business
skill or acumen is to be developed or s to be practised to get perfected in the line. Modern
marketing management is the art of getting the things done from others to have smooth
flow of goods. Marketing i anart, as substantial body of rules or principles on buying,
selling, financing, risk-bearing, transport, storage, standardization and market information,
have been put inte practice, in order to make economic life a colourful success. Experts
of modern marketing are of the opinion that through the development of marketing
theories which will emerge s valid laws or principles, marketing will become more a  science
and less an art.  However, il is one sided view. Not bothering about the tug between the
cexperts, we conclude that marketing is both a science and an art, a8 it has the properties
of science and attributes of an arl

APPROACHES TO THE STUDY OF MARKETING

Commtodiry Approach 1 The ‘commodity approach’ refers to the detailed study of the
problems encountersd in marketing particular prodocts that may be consumer, industrial
or agricultural-products such a4 hair-oils, transistors, pens, paper, ties, clothing, lathe machines,
bull-dozers, dumers, oil-engines, generators, wheal, rice, cotton, dairy-producls etc. Number
of problems crop up in the movement of goods from the points of production to the
poiots of consumption. We may take up any type of product and study hew each of
them b5 marketed, This detailed analysis encompasses the study of classification of products,
characteristics of each kind of product, source of supply, the persons engaged in exchange,
its transportation, financing, storage and advertisement. For eveéry product, we have 1o
apply  this criterion  that  becomes repetitions. Thoogh there may be cértain
differences in markeling, most of the product similarities out-weigh the differences. By
studying the products individually, we get the full picture of marketing,

Institutional Approach @ This approach studies. the various marketing institutions
particularly the middlemen of facilitating agencies which perform the marketing
functions. It emphasizes the type of middlemen and agencies involved. We are 1o study
wholesaling , retailing and various other sgeni-middlemen at the disinbution Jewel, Usnder
the titleaf wholessjing, we are to concentrate on the funclions performed and services




bendered by the group of these people, the problems that they face in the flow of goods.
Retailing takes into account, the study of nature and significance of retailing in terms of
functions and services performed and rendered by retail institutions like departmental
sores, multiple shops, supcrmarkets, mail order houses co-operatives elc. In case of sgent
middlemen. we are to dig in about their functions and services, as they are essential adjuncts
in the machinery of marketing. Itis more or less & studyof all those institutions that
are instrumental in moving the wheels of markgting. [t will cover institutions like, regulated
markets, stock exchanges. commodity exchanges, banking and other organizations,
including governmental institutions that provide legal base for marketing activities.

Functiomal Appreach. The ‘functional approach’ refers to the classification and study of
specialized activities which are performed in doing marksting work Le. functions of
marketing system. It analyses each function, in relation to its importance of its performance,
The different marketing functions are, selling, buying, transportation, ware-housing, financing,
risk-taking and market-intelligence. All these functsons mre to be studied separately
in order to uaderstand their importance. To illustrate, we may study the sclling function
in relation to marketing of a particular product like a lat' e-machine or rice or o TV,
Set etc., and as 1o how each of the different institutions, enguged in marketing of
these prodocts, perform  the activitics; that is the function of retuilers, whaolesalers, mang-
facturers elc. By careful investigation of how cach of the funttions of marketing are
performed and what problems they face and how much they cost, we are able lo  obtain
an understanding of marketing.































































































































































































































































































































































































































