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UNIT 1

MARKETING MANAGE- 

MENT AND MARKETING 

FUNCTIONS

CHAPTER 1 NOTES

★ STRUCTURE ★
1.0 Learning Objectives 

1.1 Introduction 

'1.2 Functions of Exchange
1.3 Functions of Physical Supply
1.4 Facilitating Functions
1.5 Channels of Distribution
1.6 Meaning of Marketing
1.7 Definition of Marketing
1.8 Modern Concept of Marketing
1.9 Functions of Marketing

1.10 Importance of Marketing
1.11 Objectives of Marketing
1.12 Marketing Management
1.13 Objectives of Marketing Management 

• Summary

'• Review Questions

1.0 IjEAKNING OBJECTIVES
After going through this chapter, you will be able to:

• understand the concept of exchange functions.

• explain the meaning of channels of distribution.

• understand different aspects of marketing.

• discuss about the importance of marketing.

• explain the objectives of marketing.
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Marketing of 
Telecom Products 1.1 INTRODUCTION

Essentially, the marketing function is aimed at providing and distributing 
foods and services as required by the customers and in a manner which 
is at once efficient and economical.
The marketing functions may be classified as follows:

NOTES

Marketing Functions

I- Functions of 
Exchange 
Buying and 
Assembing 
Selling end Dlvtding

II- Functions of 
Physical Supply
Transportation 
Storage or 
\A6rehousing

III- Facilltatirig Functions 
Marketing Research 
Product Planning 
end Development
Standardisadon end Grading
Packaging
Branding
Pricing
Promotion
(advertising and sales promotion)
Financing
Rbk-taking

1.2 FUNCTIONS OF EXCHANGE
Exchange functions involve transfer of ownership. Ownership transfers 
occur r^ortedly as physical products flow from producers to final buyers. 
When physical products pass through different channels of distribution 
before reaching the final buyers, there may be more than one transfer of 
ownership. For example, when a manufacturer sells his output to wholesalers 
who, in turn resell it to retailers who, again in turn, resell it to consumers, 
the ownership of the product will be transferred thrice.

For affecting the transfer of ownership it is necessary that goods are 
both bought and sold. It is only the manufacturer who will only sell, 
though he is also engaged in buying raw materials, stores, etc. In the 
case of services, ownership transfer is not in the same sense as in the 
case of physical products. In this case the consumers obtain the right to 
consume or enjoy the services.

Buying and Assembling
Buying is the step in the process of making. A manufacturer has to buy 
his requirements of raw materials. The traders or the middlemen have 
to buy finished products from the manufactures. Efficient buying is essential 
for successful selling. It will enable the manufacturers or the traders to 
earn profits.
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Bu}ing refers to decision-making regarding:
1. determination of business needs;
2. the quantity to be purchased;
3. the price;
4. determining the time when goods will be needed; and
5. determining the suppliers from whom purchases are to be made. 

The goods may be purchased in any of the following ways, namely:
1. by inspection;
2. by samples or patterns; and
3. by description of brand.

Buying by inspection involves inspection of the whole lot of goods 
proposed to be purchased. Buying by samples involves checking of a 
representative sample of goods before purchases. Buying by description 
is employed in the case of branded goods which have become popular 
through advertising. Purchase of goods mentioned in the catalogues 
and price list of the suppliers may also be referred to as purchasing 
by description.
There may be other kinds of bu3dng such as:

1. Forward buying which is made to accumulate goods in order to 
gain from price increases;

2. contract buying under which goods are purchased from suppliers 
over a period of time under long term contracts; and

3. concentrated buying which is resorted to when sources of supply 
are limited.

Assembling implies seeking out sources of supply; buying wisely to 
quality, quantity and variety, and making commodities availabie when 
and where they are wanted. The assembling function is performed in 
the case of goods which are purchased at different centres and which 
cannot be purchased by the manufacturers unless they are made available 
in large quantities. Thus, a manufacturer assembles raw materials to 
ensure smooth production while a trader assembles goods produced 
by a number of manufacturers.

NOTES

’

Selling and Dividing
Marketing is basically concerned with bringing the buyers and the 
sellers together. It seeks to ensure that the right product is made 
available at the right place in the right quantity at the right place and 
at the right time to the consumer. This can be achieved only by performing 
the selling function.
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Selling may be defined as affecting transfer of ownership in goods by the 
seller to the buyer in exchange for money. It may also be described as 
the dispersion function of marketing. It involves a process whereby the 
seller ascertains, activates and satisfies the needs or wants of the buyer 
to the mutual continuous benefits of both the buyer as well as the seller.NOTES

1.3 FUNCTIONS OF PHYSICAL SUPPLY
Physical supply of marketing is concerned with imparting place and 
time utility to the goods. It consists in transfer of goods from one place 
to another and in storing the goods for use in the future.

Transport
Transport means conveyance, carriage and movement of materials and 
goods from one place to another. It plays an important role in marketing. 
It serves as a link between the producer and the consumer who may be 
separated by long distances. It helps in buying, assembling and selling 
of goods. It creates place utility by moving the materials and goods from 
the places where they are available in plenty, to places where they are 
in short supply. In the absence of quick and easy modes of transport, 
producers would not produce more than what the local markets could 
absorb, and the consumers would not be able to consume what is not 

^produced locally.
Land, water and air transport are the various modes of transportation 
of goods and materials. The decision as regards the choice of a particular 
mode of transport will have to be made keeping in view (1) the cost of 
transport; (2) speed; (3) flexibility; (4) reliability; and (5) availability of 
different modes of transport.

Warehousing
Warehousing refers to the holding and preservation of goods till the 
time they are sold and delivered to the customers. In the present-day 
world, production of goods is largely in anticipation of demand.
This necessitates a time-gap between production and consumption of 
goods. In the case of goods with seasonal production or demand, such 
time gap is inevitable. Warehouses enable storage of goods till there is 
demand for them. They can also be used to store the raw materials in 
adequate quantity to carry on the production activity smoothly without 
any interruption. Other important functions of warehouses are creation 
of time utility, price stabilisation and safe custody of goods. There are 
three types of warehouses, namely, private, public and bonded warehouses. 
Private warehouses are owned and operated by large manufacturers and
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traders. Public warehouses may be owned and operated by private 
individuals or groups thereof. They have to work under a licence in 
accordance with the prescribed rules and regulations. Any member of 
the public is free to make use of such warehouses, which provide 
excellent storage facilities at nominal cost.
Bonded warehouses are operated by the government mainly at ports. 
They are used to store dutiable goods, i.e., goods that are liable to 
customs duty. Duty on such goods does not become payable until they 
are removed from warehouse. The owner of the goods cannot interfere 
with them without the .permission of the customs authorities.

NOTES

1.4 FACILITATING FUNCTIONS

Facilitating functions are aimed at assisting the processes of exchange 
and physical supply of goods.

Marketing Research
Marketing research may be defined as the gathering, recording and 
analysis of all facts about any problem relating to the transfer and sale 
of goods and services from the producer to consumer. The objectives 
of marketing research are to determine;

1. the degree up to which a product would be acceptable to consumers 
and the consumers’ preference for any variation of the product;

2. the reasons for particular consumer preferences;

3. the time when the products are needed;

4. The price which would be acceptable; and

5. the most appropriate method of advertising.

Products Planning and Management
A product can be marketed successfully only when it possesses the 
characteristics which are in close conformity with the needs and desires 
of the buyers. This calls for frequent adaptation of the product to 
afford maximum satisfaction and utility to the present and prospective 
buyers.
It is the responsibility of the niarketing department to design and 
develop the right type'of products, including introduction of new products,' 
improvement of the existing products, and dropping out products which 
have ceased to be popular with the consumers.
A company not engaged in appropriate product planning and development 
is bound, sooner rather than later, to face elimination from the market.
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In the case of industries such as pharmaceuticals and electronics, there 
have been rapid changes over the past years and only companies which 
have kept themselves in step with changes have continued to survive 
and grow.

NOTES

Standardisation and Grading
Standardisation is rightly a facilitating function of marketing because, it 
helps in efficient performance of marketing functions, particularly those 
relating to buying and selling by sample and description. Standardisation 
means the production of such goods as having uniformity of the same 
specification with regard to shape, size, colour, materials, performance, 
etc.
If a commodity is to be produced on a large scale by mass production 
methods, it will have to be standardised for the sake of availing economies 
of scale. The extent to which variety is required, is a limiting factor on 
the scale of production. However, standardisation is possible only if buyers 
are prepared to accept some restriction of choice.
Standardisation also helps in efficient and cost effective advertising. 
Grading involves a division of products into classes made of units possessing 
similar characteristics of size and quality. Grading is not necessary in 
the case of most manufactured goods because they possess uniform 
characteristics. However, in the case of raw materials and other agricultural 
products, grading in accordance with fixed or varying standards of quality 
becomes necessary.
Grading enables the manufacturers to produce standardised goods. It 
removes the elements of uncertainty from buying. It facilitates the sale 
by sample and description. It enables the seller to obtain a better price 
for his goods.

- •■Pricing
The price of a product relative to the quality, quantity and the package 
of the product will in a measure determine the consumers’ attitude towards 
the enterprise. The level at which an enterprise sets its prices will 
affect both its marketing and profitability. In some cases, it may be more 
profitable for an enterprise to concentrate on the more limited demand 
market. While the economic law of supply and demand, i.e., the lower 
the price the greater the demand, will apply in general to all pricing 
decisions, the demand for certain products displays greater sensitivity 
to price changes. Products with greater demand elasticity will have far 
less demand when the prices are increased. As against this, products 
with less demand elasticity will not be affected in the same proportion 
as increase in the price.
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Pricing of products is also affected by considerations of availability of 
substitute products, durability and ability to postpone purchase, income, 
population and the prices of competing products. While population 
and availability of disposable income with the people may influence 
the decision regarding the price determination, factors such as current 
fashion, individual tastes, prestige, imitation of others, convenience or 
security will also have an effect on price determination and bu5dng 
behaviour of the people. In fact, certain products will sell more only 
if they are priced relatively high.

Among the many problems facing the setting up of the price of a product, 
the following bear special mention:

1. The price of a new products is relatively more difficult to set as 
compared to the old and tried products.

2. It is difficult to assess changes in the price of competitive products. 
Determination of the middle man’s margin also poses problems.

3. In case of two or more products having inter-related production 
cost, price setting for each creates problems of allocations of 
costs.

NOTES

In any case the detei’mination of the appropriate timings, frequency 
and amount of price changes is not an easy task.

Price determination in the case of products of an enterprise will also 
have to take into account the objectives, policies and constraints of the 
enterprise and the management. The areas which require decision
making in this respect may be as follows:

1. Does the enterprise intend to project the image of quality producer 
of goods and services and identify this with price levels?

2. Does the enterprise have short-term and long-term objectives 
in terms of overall profitability and the extent to which these 
objectives are "to affect the pricing of products, regardless of 
whether they are new or well established?

3. Does the enterprise intend to follow discriminatory pricing such 
that it wants to set lower prices for the same goods in selected 
markets and a higher price in other?

Does the company intend to retain its share in the existing 
market?

5. Is the enterprise prepared to sacrifice short-term profits in favour 
of long-term objectives?

Does the company propose to assume price leadership so as to 
gain from competitive price stability at a later stage?

4.

4.

6.
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7. To what extent will the company co-exist with price-cuttii^ measures 
adopted by its competitors?

Packaging
NOTES Packaging may be considered from three basic standpoints, namely,

1. as a productive device;

2. as a product utility factor; and

3. as a form of marketing promotion.
A package on the shelf of a retail store and in the kitchen of a housewife 
is a form of an advertising. Where buying depends to a considerable 
extent on impulse, package shape or colour may be the major means of 
creating product preference. An ideal packing should have the following 
features:

1. Easy identification in all selling situations particularly vis-a-vis 
competitive products;

2. Effective appeal both in the shop and in the household;
3. Easy conversion of cartons or outer covers into display material;
4. Impact of product visibility, i.e., use of glass containers, visible 

packs, etc.;
5. Impact of colour; and
6. The plus and minus points of returnable and non-returnable packaging.

Branding
Branding means giving a name to a product by which it should become 
known and be remembered by the consumers. The brand name distinguishes 
the products manufactured by one producer from those manufactured by 
others. Branded goods are also easy to be identified by the consumers. 
Branding may be done in any of the following ways: (1) symbols and 
marks which may be used as brand names, such as. Wolf tools, Charminar 
cigarettes, etc.; (2) special nomes, which may be given for branded products 
such as Lux toilet soap, Maruti car, etc.; (3) the name of the manufacturer, 
which may be used as a brand name such as Tata textiles, Bata shoes, 
etc.
Branding results in several advantages to the manufacturers. For example, 
by repeating the brand name through advertisements in mass media, the 
products may carve a special place for themselves in the market. The 
brand name in course of time becomes its own advertising. In many 
cases brands are generally accepted as the very proof of quality of the 
products concerned' Branded goods may be sold straightaway to the 
consumers without availing the services of middlemen.
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1.5 CHANNELS OF DISTRIBUTION
The term channels of distribution refers to the system of marketing 
institutions through which goods or services are transferred from the 
original producers to the ultimate users or consumers. Among the 
important institution which act as channels of distribution, the important 
ones are: '

1. Retailers;
2. Wholesalers;
3. Agents and brokers; and
4. Facilitating institutions such as commodity exchanges, trade 

associations, freight carriers, ahd so on.
Decision-making as regards chaimels of distribution must ultimately 
be based on whether the producer wants to carry out the basic marketing 
processes himself or through the various channels. No doubt channels 
of distribution will mean increase in costs but it can be justified in 
terms of economic advantages such as increased profitability, market 
penetration, etc. The choice of a particular channel will ordinarily be 
influenced by the following factors;

NOTES

Product Factors
Unit Price: A product which is priced too high will generally 
have a short channel. Since demand for such a product will be 
limited, the producer can easily sell it directly to the consumers. 
As against this, a low-priced product with heavy demand will 
often have a long channel because of the producer’s inability to 
deal directly with a number of consumers.

Weight and Size: A product which is bulky or heavy in weight 
will generally have a short channel because of the high cost of 
transportation. As against it, the small or light-weight goods 
may often have a long channel.

Standardised or Job-based Production: Where a product is 
manufactured according to standardised specifications, it will 
have a long channel because of universal demand. As against 
this, if a product is made to order in accordance with individual 
customer’s taste and preference, it will possibly have a short 
channel because of the need of direct contact, as far as possible, 
between the buyer and the producer.

After-marketing Service: If the product requires servicing or other 
attention after its sale, it will have a short channel. If it can do 
without after-sales service, it may have a long channel.

1.

2.

3.

4.
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5. Nature of Product: A perishable product cannot have a long channel 
since time is of the essence of its saleability. A non-perishable 
product, on the other hand, can do with a long channel.

6. Seasonal Goods: A product which has a demand only in a particular 
season will often have a short channel because of the reluctance 
of middlemen to take the risk of blocking of capital. As against 
this, if a product is sold round the year, it may have a long channel.

NOTES

Market Factors
Size of Market: The larger the size of the market to be approached, 
the longer will be the channel. As against this, if a product is sold 
in a limited area, it will have a short channel.

Nature of Consumers: If a product is meant for personal use of the 
consumers, it may have a long channel. But if it is bought by 
industrial users who generally prefer to get their supplies directly 
from the producers, it will have a short channel.

Geographical Coverage: In a densely populated area, the producer 
may profit more by dealing directly with consumers, thus shortening 
the channel. As against this, if the population is spread over a 
larger area in small pockets, there will have to be a long channel.

1.

2.

3.

Consumer Factors
Number of Consumers: The larger the number of customers, the 
longer will be the distribution channel and vice versa. The other 
influencing factors will be the concentration of dispersal of customers 
over the area.

Quantity of Goode to be purchased: Where a product is bought in 
large quantities, it may be beneficial for the producer to have 
direct dealings with consumers or have the distribution channel 
as short as possible. However, if the product is sold in small quantities, 
there may have to be a long channel.

Need for Credit: Where goods are required to be sold on credit, 
the producer will need a long channel as it would facilitate recovery 
of dues. As against his, where goods are sold for cash, a short 
channel may it be helpful.

*~r.' .

1.

2.

3.

Middlemen Factors
1. Availability: The length or shortness of a channel will often depend 

on the| availability of middlemen and their willingness to act according 
to the producers’ bidding.
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Cost: If the price of a product is likely to increase to an xinreasonable Marketing Management 
extent due to intervention of middlemen, the channel ought to 
be kept short. As against this, if middlemen charge reasonably 
for the services rendered by them, the channel may be allowed 
to be long.

Contribution to Increased Marketing: The producer will require 
tlie services of middlemen only when he is convinced that by 
doing so, he would be able to sell more. If middlemen do not 
contribute to increased marketing, the channel may be kept as 
short as possible.

2.
and

Marketing Functions

NOTES

3.

Manufacturer Factors
Financial Soundness: A financially sound producer can sell goods 
direct to big consumers and realise the sale proceeds at his 
convenience. But if the producer caimot afford to block his capital 
in this manner he will have to seek middlemen so as to ensure 
quick availability of funds.

Marketing Policies: If a producer believes in establishing direct 
contact with his consumers, he will eliminate most of the middlemen 
so that the distribution attracts only the customers belonging to 
the upper strata of society, he will have to bank on middlemen 
therefore the channel will be lor^.

1.

2.

Advertising and Marketing Promotion
Advertisii^ is the non-personal communication directed at tai^et audience 
through various'^ media in order to present and promote products, services 
and ideas. The cost of media space, time, advertisement production, is 
borne by the sponsor of sponsors. Advertising should be distinguished 
from publicity by means of which an organisation derives benefits from 
favourable free showing, description and discussion of its products in 
a variety of media.
Retailers, wholesalers, trade shows, exhibitions, samples, special offers 
and demonstrations are classified as marketing promotion. Advertising 
is an important element of marketing strategy—though it is difficult 
to measure its contribution to profits. However, the objectives of advertising 
will greatly contribute to assessment of an advertising campaign. The 
followir^ may be stated to be the objectives of advertisir^:

1. To ensure potential customers of a new product of services;

2. *To indicate new users of an existing product;

3. To remind customers of existing products in order to maintain 
loyalty against competing pressures;

Self-Instructional Material 11
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5. To stimulate inquiries;

6. To give reasons why middlemen should stock' a "product;

7. To provide technical information about a product;

8. To build a corporate company im^e; and

9. To give information on price change, special offers, etc.

'

NOTES

1.6 MEANING OF MARKETING
There can be no precise, all-purpose definition of marketing. This is 
owing to two reasons. One, at each stage of its evolution, hitherto unknown 
potentialities of the marketing function came to light. Secondly, marketing 
has not thus far recognized a theoretical base. The following definition 
highlight different aspects of marketing:

Edward Cundiff and Richard Still: “Marketing is the managerial 
process by which products are matched with markets and through 
which the consumer is enabled to use or enjoy the product.”

E.P.L Brech: “Marketing is the process of determing consumer demand 
for a product or serutce, motivating its sale and distributing it into 
ultimate consumption at a profit.”

Hiilip Kotler: “Marketing is specifically concerned with how transactions 
are created, stimulated, facilitated and valued.”

William Stanton: “Marketing is a total system of interacting business 
activities which is designed to plan, price, promote and distribute 
the want satisfying products and services to present and potential 
customers. ”

These definitions bring into focus the following features of marketing:

1.

2.

3.

4.

Marketing as Management Functions
Marketing as an operational management function is as important as 
production, personnel or finance functions. For this reason, it involves 
plannir^, organisation, direction, coordination and control of activities 
concerning marketing of goods and services produced by an enterprise.

Marketing and production activities are highly interlocked. Only those 
goods and services can be marketed that can be produced, and only 
those goods and services should be produced which can be marketed. In 
this sense, marketing is a managerial function which is concerned with 
matching specific products with specific markets.
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As Management Function

NOTES
Products being Subject-matter of Marketing

Buying/Consumption an Essential Pre-requisite

Motivations of Sales

Instrument of Improved Standards of Living

In association with the production department, the marketing department 
is involved in decision-making concerning selection, manufacture and 
marketing of products that posses as many of the characteristics as 
are desired by the people who constitute the market while, at the 
sametime, seeking to achieve the profitability goals of the enterprise.

Products as Subject-matter of Marketing
Marketing is not concerned with tangible goods alone. It plays a similar 
role in respect of distribution of services. Thus, if a car manufacturer 
is interested in information as regards potential buyers, the types of 
cars needed by them, as also the channels through which these could 
be made available to them, so is an insurance company which is in the 
business of providing insurance coverage.

Buy/Consumptioil is Pre-requisite to Marketing
All marketing activity is directed at the existing and potential users 
and consximers of goods and services marketed by the producer. Movement 
of goods from the producer is in anticipation of the goods being bought 
by the users. Distribution of services is in anticipation of the services 
being consumed by the users. In other words, marketing will be a 
useless exercise if goods are not purchased by the users, or services 
are not consumed by the users.
Movement of goods from the producer to the final user results in 
transfer of ownership. In case the goods move through various channels 
of distribution, there is transfer of ownership every time the goods 
change hands. As regards services, the consumers obtain the right to 
consume or enjoy the services. But whether it is acquisition of ownership 
by the buyer, or right of consumption by the user, it is always in 
consideration of payment of the price demanded by the producer/supplier.

Self-Instructional Material V
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Motivation of Marketing
Having been instrumental in ensuring production *of desired products, 
marketing management is next concerned with decision-making as regards 
pricing, selling, advertising, other promotional activities, transport, etc., 
to motivate and facilitate marketing.NOTES

Instrument of Improved Standards of Living
Through creation of time, place and possession utilities, marketing process 
makes it possible for consumers to use and enjoy the products of their 
choice at the time and place of their liking. By making available useful 
and quality goods at reasonable prices, marketing helps in improving 
living standards of people.
When the term “Marketing or distribution is used in the physical distribution 
it conveys the meaning of ‘transporting’ the goods to ultimate consumers 
through different channels of distribution or direct from the producer.” 
Marketing, thus, assumes the role of a customer satisfying process, which 
is quite distinct from that of a goods producing process. The marketing 
management has, therefore, to strike a balance between the production 
and distribution in such a manner which helps both the producer to get 
his produce moving and the consumer to get his satisfaction with fair 
amount of consumers surplus.

Marketing as a Business Function
In traditional sense, says EE. Clark, “marketing consists of those efforts 
which affect transfers in ownership of goods and care for their physical 
distribution.” When viewed in economic terms marketing is “creation of 
time; place and ownership utilities Marketing as a business function is 
“the movement of goods and services from the producer to the user.” To 
produce is not sufficient. Neither it is the acid test of business success 
unless it is sold at a reasonable profit to those who are prepared to buy 
at a reasonable price which for them is satisfying and worth parting 
with. Marketing as a philosophy is “a customers’ -satisfying process.”

1.7 DEFINITION OF MARKETING

1. “Marketing is the delivery of a standard of living to society.”

—Paul Mazur

2. “Marketing is the creation, and delivery of a sfandard of living to 
society.”

3. “Marketing is the performance of business activities that direct the

—Professor McNair
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flow of goods and services from producer to consumer or user.”
—^American Marketing Association

4. “Marketing involves the design of products acceptable to the consumers 
and the transfer of ownership between seller and buyer.”

—Kerry Hansen

5. “Marketing is a total system of interacting business activities 
designed to plan, price, promote, and distribute want-satisfying 
products and services to present and potential customers.”

—William Stanton

From the above definitions, it is clear that different thinkers have 
defined the terms in different contexts. But all agree that marketing 
is s business activity which directs the flow of goods and services from 
producer to the user, Marketing as a function has been viewed from 
different angles by different thinkers. Different views as expressed 
above, in the five definitions may be summarised in the following few 
words:

NOTES

From Society’s Points of View: Marketing is a creation and 
distribution of standard of living to the society. Marketing is . 
instrumental in spreading the civilisation throughout the world.

As a Factual, Descriptive and Operative Thinking: Marketing is 
nothing but transfer of goods and services to those, who are 
prepared to pay for the same.

From Legal Point of View: Marketing is considered to be the 
transfer of ownership from producer to user against payment.

As a Combination of Traditional and Modern Concepts: Marketing 
is an activity of satisfying the consumer by selling the goods 
and services to him.

From, Management’s Point of View: Marketing is planning, promoting 
and distributing the goods and services in a manner in which it 
satisfies ultimate consumer. “Marketing is not an activity,” opines 
M.C. Shukla, “nor is it exactly the sum of several, rather, it is 
the result of the interaction of many activities. For him Marketing 
is a Managerial function which starts with the product and ends 
with the complete satisfaction of the consumer’s want.

1.

2;

3.

4.

5.

1.8 MODERN CONCEPT OF MARKETING
Above discussions make it abundantly clear that traditionally marketing 
is ,a business function which is engaged in bringing together both the 
seller and the buyer at a place where they can meet and transact
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business to the mutual satisfaction of both. But marketing has now crossed 
the traditional barrier. It is something more than what the traditionalists 
have thought of. The modern concept views marketing as the entire 
business process and not as an isolated and separate functional process. 
The total or modern concept is ‘marketing-minded’ and it considers the 
consumer as the sole factor around whom the whole business activity 
clusters. Nothing in the modern concept is considered in isolation. Every 
action is consumer-oriented. What he wants, at what price he wants, 
what satisfies him and to what extent competitors are trying to allure 
him are some of the questions which every marketing management is for 

answer. Today marketing is not considered to be a meeting ground to 
both buyers and sellers but it is now considered in its totality taking the 
consumer as a moving factor. Modern concept of marketing is consumer- 
oriented. It is a state of mind of both owners and managers to plan and 
to execute the production and distribution plans making the consumer 

a constant focal point of all their business activities.

NOTES

1.9 FUNCTIONS OF MARKETING
The total or modern concept of marketing envisages the adjustment of 
production of goods and services to the needs of consumers. Consumption 
is the sole aim of any production. Adam Smith, the noted economist, has 

said long ago that” consumption is the sole end and purpose of all production.” 
Marketing management considers the journey through which the goods 

and services produced passed before reaching to the hands of the ultimate 
consumer. It is the entire journey of goods and services which forms L’le 
marketing functions.

Firstly, marketing function can broadly be divided into the following two 
processes.

1. The Process of Concentration: Which consists of collection of 
goods and services at a place where the sellers and buyers 

expected to meet for transacting the business.

2. The Process of Dispersion: Which comprises the distribution 

activity. The process delivers the goods and services to the ultimate 
consumer after4he deal is struck between the seller and the purchaser.

The above two processes involve many auxiliary functions which facilitate 

the marketing of goods and services. The whole of marketing functions 

may be depicted with the help of the following chart.

I
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Functiofis of Marketing 

(Two Processes)

I
Process of DispersionProcess of Concentration

-► Auxiliary Functions^ NOTES

Distribution Functions of 
Saies Functions or Actuai Selling

Merchandising
Functions

Generai
Functions

(1> Financing
(2) Record Keeping
(3) Future Trading
(4) Insuring 

against Risks 
Invoived

(1) Buying: Determining Needs
- Source of Supply
• Negotiating Terms
• Transfer of Title
- Payment of 
Mangement for credit

(1) Creation of Demand
(2) Source of Demand
(3) Educating the Buyer
(4) Setting'the Terms
(5) Transfer of Title, i.e., the 

Delivery
(6) Receipt of Payment, i.e., 

Cotiection or Extension of 
Credit and/or Maturity 
Arranging for Receipt of 
Payment

(2) Assembling
(3) Standardising
(4) Grading and branding
(5) Storing
(6) Transporting
(7) Packing, Packaging arrd Processing

1.10 IMPORTANCE OF MARKETING
The process of marketing'iS'-concerned with relating the needs and 

, desires of people with the goods and services offered by the producer. 
While there can be no marketing without production, similarly there 
can be no production without effective and efficient marketing.

The importance of marketing is brought out by the following:

Increase in National Income: E^icient marketing of goods 
and services results in substantial reduction in the cost of distribution, 
thus leading to lower prices for the consumers. In turn, this 
results in an increase in national income.

Production of Socially Useful Products: Marketing involves 
a regular interaction with the present and potential users and 
consumers of goods and services with a view to ascertaining 
their needs and desires. This facilitates production of socially 
useful goods and services.

Improvement in Living Standards: The marketing process 

aims at making available to the consumers goods and services 
which have been perfected after years of intensive research and 
experimentation. This has the effect of raising living standards 
and improving quality of life in general.

Educational Value: Through competent advertising and 
marketingmanship, marketing serves to educate the people abou

1.

2.

3.

4.
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the availability of goods and services which would best fulfil their 
needs and desires. It is only due to marketing that goods and 
services which were till recently considered as a luxury, have 
become necessaries today.

NOTES

I Increase in national Income
M
P Production of Socially useful products
O
R Improvement of living standards
T
A Educational value
N
C

Employment opportunitiesE

5. Employment Opportunities: Marketing has created substantial 
employment opportunities. In India, around 40 million people are 
engaged in wholesale and retail business alone. Add to it those 
engaged in transportation of goods, warehousing, advertising and 
marketingmanship, and one can have an idea about the huge 
employment potential that marketing has.

In the USA, about one-third of people employed are engaged in the field 
of marketing.

1.11 OBJECTIVES OF MARKETING
The main objectives of marketing may be stated as follows: .

1. To secure consumer satisfaction.

2. To achieve organisational integration.

3. To attain profitability of operations.

4. To serve the society.

Consumer Satisfaction
An important objective of marketing is to organise the factors of production 

within the organisation keeping in view the factors of consumption outside. 
To begin with, this calls for a careful assessment of the existing and 
anticipated physical, financial and personnel resources of the organisation. 
Such assessment will enable the enterprise to know its strengths and 
weaknesses. Secondly, it requires a thorough understanding of who the 
present and prospective customers of the business are, and what are 
their wants and desires. Assessment of the. internal resource position
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and determination of the nature and strength of demand will enable 
the enterprise to allocate its resources to the creation of supplies of 
the required goods and services. The next step is to adopt suitable 

■ pricing, distribution and promotion policies to ensure that the goods 
and services do, in fact, reach the consumers for whom they are intended. 
Consumers are the targets of the marketing function. All marketing 
activities begin and end with the consumer. In the present-day world, 
it is not possible to sell whatever one produces. It is not the products 
but the satisfactions are- sold. It would be suicidal for an enterprise to 
view marketing in terms of its product offering. It should rather see 
it in a larger perspective of the fundamental needs and desires of 
customers wliich-its products are going to satisfy.

NOTES

Consumer
Satisfaction

Marketing
Objectives

Organisational
Integration Profitabiiity

Social
Service

Organisational Integration
As an enterprise grows, function such as production, finance, and marketing 
get more complex and are, therefore, split into smaller parts. While

I

the object of such sub-division is to benefit from specialisation, the 
unintended consequence is decreasing communication between functional 
department, and between sub-departments within the same functional 
department. This often leads to conflict as regards departmental goals. 
Thus, while the production department is excessively interested in 
reduction of costs, the marketing department seeks single-mindedly 
to increase marketing. The production department’s emphasis is on 
reduction in the number of products, standardisation of the product 
variety, longer time-interval between the model changes, and all such 
measures as would minimise costs of production. The marketing department 
seeks to pursue wholly opposite goals, such as, increasing the number 
of products, wider variety, frequent model changes, lower pricing, and 
so on. The finance department may come forth with its own priorities

U
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which may be contrary to the goals of both production and marketing 
department. It may, for example, oppose expenditure on research and 
development or innovation which, though beneficial in the long-run, may 
cost a large surh in the initial years. On top of it, it may prefer to go in 
for short-term small gains to keep the shareholders satisfied even if this 
is at the expense of customer’s interests. To be able to accomplish its 
objective of assuring consumer satisfaction within the framework of profitability 
goals of the enterprise, the marketing management seeks to bring about 
as nearly perfect integration between the various functions as possible.
This is done by making the relevant decision fully keeping in view their 
impact on the enterprise as a whole and its overall objectives. Prom the 
point of view of the enterprise, the test of integration lies in (1) distinct 
consumer orientation in the marketing of products, i.e., conforming the 
products to the needs and desires of customers rather than pushing up 
the existing products by fair and foul means without any regard for the 
customers’ interests; (2) subordination of (individual) departmental interests 
to the interests of the enterprise as a whole; and (3) unified efforts on 
the part of all departments towards attainment of the enterprise goals.

NOTES

Profitability
A business enterprise is an economic institution. It is .required to generate 
profits from sale of the goods and services produced by it. Moreover, it 
has to earn profits on a sufficiently regular basis so as to be able to pay 
a return on the capital invested by the owners (shareholders), as also to 
set apart funds for future growth and to meet unforeseen business situations.
The profit goal of an enterprise is of vital interest to its marketing 
department. This is because profits materialise from sale of goods and 
services and it is the responsibility of the marketing department to 
effect the marketing. However, marketing will be possible only when 
customers are created and retained,^nd customers can be created and 
retained only if the goods and services produced by the enterprise satisfy 
them in terms of meeting their needs and desires. Thus, profitability of 
an enterprise is intimately linked with ability to provide customer satisfaction. 
Profitability to an enterprise can be increased by either increasing the 
marketing volume or by cutting down the costs of production and distribution. 
Increase in marketing will result in increase in profits, irrespective of 
smallness of the profit margin in the price. Increased efficiency in production 
and distribution methods will result in increase in profits even if the 
marketing volume remains unchanged. It should be the objective of the 

marketing function to adopt both the strategies simultaneously to increase 
profitability of the enterprise.
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Increase in marketing volume can be brought about by (1) market 
development i.e., selling of existing products in new markets; (2) product 
development, i.e., developing new products for sale in existing markets; 
(,3) market penetration, i.e., increasing the marketing of existing production 
in the existing markets; and (4) diversification, i.e., developing new 
products for sale in new markets. However, in each case, careful cost 
benefit analysis will have to be made for the strategy to be adopted to 
push up profitability. In other words, not only the financial costs of 
the proposed strategy but also the social, legal and ethical implications 
will have to be taken into account.

The question of pricing the products also has an important bearing on 
profitability. Pricing of the goods may be cost-based, demand-based or 
competition based. Cost based pricing takes into account the production 
and distribution costs of the goods and services, with an appropriate 
profit margin added to these while determining the price. Demand- 
based pricing means adjustment of the price to the market conditions 
such that a higher price may be charged for goods and services with 
greater demand without consideration to the costs incurred. Under 
the competition-based pricing, goods and services may be priced at a 
level which may be higher, lower or equal to that charged by competitors. 
However, while making a decision on pricing, it is useful to remember 
that marketing involves an exchange - and an exchange that is beneficial 
to both, the enterprise and customer.

To sum up, it should be an important objective of the enterprise to 
ensure that the profits made by it from the marketing of goods and 
service should be judged by customers, government, and the public at 
large as a fair return achieved by fair means.

NOTES

Social Service
There are two distinctly opposite views as regards the social aspect of 
marketing. According to the first, marketing is a tool to be used to 
justify as well as to stimulate, unbounded consumption and self-indulgence. 
According to the second, marketing must develop social consciousness, 
in other words, it must become involved in vital issues and provide 
important public services.

It is clear that in the present-day world, prorriotion of limitless consumption 
and self-indulgence cannot be justified as an objective of marketing. In 
any case, existence of several laws and effective consumer protection 
groups will make it difficult for any enterprise to indulge in manipulation 
and exploitation of consumers as well as the public at large. The social 
objectives of marketing may be listed as follows:
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It should set and maintain highest standards of quality of goods 
and services.

It should only provide goods which are socially useful and not 
hoodwink people into buying goods which are frivolous and of no 
benefit to the buyers or the public at large.

It should aim at minimising the costs of distribution, thus, lowering 
its effect on the price of goods and service.

It should not resort to unfair trade practices, like profiteering, 
deliberate low pricing to edge out competitors, etc.

It should not make false claims while advertising its products.

It should not add to environmental pollution through development 
and promotion of disposable products like paper napkins, or by 
switching to disposable or throw packages.

It should be ever attentive to consumer grievances as regards 
over-pricing, substandard quality, or faulty packaging of goods.

It should abide by the laws of the land as regards regulation of 
patents, trade marks, packaging, labelling, weights and measurements.

It should maintain reasonably high ethical standards in dealings 
with consumers and the public at large. '

Marketing of 
Telecom Products

1.

2.

NOTES

3.

4.

5.

6.

7.

8.

9.

ORGANISATION OF MARKETING FUNCTION
In a small concern, executives may have to attend to all types of problems 
whether relating to production, finance, personnel, or marketing. However; 
in a large enterprise, division of work based on specialisation is not only 
desirable but also in a way essential for the proper execution of diverse 
functions.
In the marketing department of a large enterprise, there may be several 
executives with specialised knowledge and training in various fields, 
such as marketing research, physical distribution, advertising, and so 
on. The division of work among these executives based on their skills 
and aptitude is the responsibility of the chief marketing executive, who 
may be variously designated as Vice President, General Manager, Director, 
etc.
The marketing manager in this case will mainly be discharging staff 
functions being an expert in the fields of activities assigned to him. The 
marketing manager will be the principal line executive managing the 
marketing force, though he will also be discharging certain staff functions 
such as looking after training. The products manager will coordinate 
and control all marketing activities concerning the product.
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1.12 MARKETING MANAGEMENT
Today, producers and consumers both are undertaking one or the other 
kind of marketing activities to facilitate convenient transfer of goods. 
Marketing management has become very important for promotion of 
marketing as well as consumers’ satisfaction. Marketing Management 
involves planning, organising, directing and controlling of all marketing 
activities. It is an important operative function of management. It 
performs all managerial functions in the field of marketing. It is concerned
with the direction of purposeful activities towards the achievement of\
marketing goals. It has to look after the production and marketing of 
those goods and services which provide maximum satisfaction to the 
consumer.Tt increases the efficiency and effectiveness of the marketing 
activities of the organisation. It implies coordination of several factors 
for mutual gain.

“Marketing management is concerned with the direction of purposeful 
activities towards the attainment of marketing goals.”

—E.W. Cundiff and R.R. Still. 
“Marketing management is the analysis, planning, implementation 
and control of programmes designed to bring about desired exchanges 
with target audiences for the purpose of mutual or personal gain. 
It relies heavily on the adaptation and coordination of product, 
price, promotion and place of achieving effective response.”

—Philip Kotler.
“Marketing management is a process of planning,-^6fganising, 
implementing and controlling marketing acfiuities in order to 
effectively and efficiently facilitate and expedite exchanges.”

—Pride and Farell. 
Marketing management includes all activities which are necessary to 
determine the needs of customers and supply goods and services to 
satisfy their needs in order to achieve the objectives of the business. 
The basic goal of all marketing management is the satisfaction of needs 
of the customers and, generation of revenue for the business. Marketing 
management is the marketing concept in action.

NOTES

1.

2.

3.

1.13 OBJECTIVES OF MARKETING 

MANAGEMENT
The term ‘Marketing’ means different things to different people. For 
a housewife, it means buying family requirements at the market place. 
For a marketingman, it means persuading customers to buying goods 
and services. A marketing manager may interpret it in terms of selling.
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An advertising executive may equate it with advertising. A lawyer may 
perceive it as comprising all those efforts which have the effect of transfer 
of ownership in goods and their physical distribution. An economist may 
describe it as a function which creates time, place and possession utilities, 
and so on. The fact that marketing means all these activities and functions 
and a lot more. The concept of marketing has evolved over a long period 
and has undergone several changes. That explains why there is no single 
definition of the term. Among the several stages of evolution of marketing, 
the barter system prevailing in the early phases of civilisation may be 
said to be the first, since it necessitated the coming together of producers 
and consumers at a central place at a mutually convenient time. The 
invention of money as a common medium of exchange solved the problems 
of the barter systems, but it further added to the importance of the 
marketing function. The second stage in the evolution of marketing came 
with the onset of the Industrial Revolution. The various technological 
developments had made it possible to produce goods on a mass scale. 
But marketing was basically production-oriented, the assumption being 
that if a product possessed the qualities of being good and reasonable 
priced, it was bound to have a ready demand and that whatever could be 
produced, could also effortlessly be sold.

NOTES

SUMMARY
Exchange functions involve transfer of ownership. Ownership transfers occur 
reportedly as physical products flow from producers to final buyers. 

Transport means conveyance, carriage and movement of materials and 
goods from one place to another.

Warehousing refers to the holding and preservation of goods till the time 
they are sold and delivered to the customers.

The term channels of distribution refers to the systems of marketing institutions 
through which goods or services are transferred from the original producers 
to the ultimate users or consumers.

The process of marketing is concerned with relating the needs and desires 
of people with the goods and services offered by the producer.

The term ‘Marketing’ means different things to different people.

REVIEW QUESTIONS

1. What are different marketing functions?

2. Explain the different marketing functions:
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(a) Functions of exchange

(b) Functions of physical supply

(c) Facilitating functions *

3. Explain channels of distribution.

4. What do you understand by meaning of the term marketing?

5. Explain the marketing as Management Functions.

6. Explain organization of marketing function.

7. What are the different objectives of marketing management?

NOTES
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2.0 LEARNB^G OBJECTIVES
After going through this chapter, you will be able to:

• discuss about the role of marketing executive.

• define the term ‘dyad’.

• explain the concept of degree of difficulty in marketing.

• discuss about the theoretical aspects of marketing.

• explain ideas theory of marketing.

• understand the ‘behavioural-equation theory*.

■i

2.1 INTRODUCTION
The fully qualified marketing executive has a thorough understanding of 
the various activities that make up the marketing-person’s job, is aware 
of. the many problems that marketing-people are likely to encounter, 
and is prepared to make practical suggestions for their solution. The 
marketing executives must have a keen grasp of the theoretical aspects
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field experience, how the theories relate it and work out in practice.

Although many marketing executives, some of them outstanding, have 
had little or no experience as marketing-persons, the normal progression 
to marketing management is through marketing. There are cases, however, 
of usually good marketing-people being utter failures as executives. 
The characteristics that make a person good at marketing do not necessarily 
make him or her a good executive. Nevertheless, all other things being 
equal, usually the person who has some marketing experience is likely 
to prove successful as a marketing executive.

Marketing executives must be in close and enough touch with actual 
marketing situations to have a s3Tnpathetic understanding of the problems 
faced daily by the marketing force. They realise that marketing-persons 
experience many frustrations. They know that marketing-people must 
cope with obstacles to marketing that often arise unexpectedly and 
require great ingenuity to surmount. Equipped with this understanding, 
marketing executives have the background needed to train marketing 
personnel for maximum productivity; they should also be able to direct 
the marketing forces to make efforts efficiently, and to evaluate individual’s 
achievements realistically.

Although the terms ‘personal marketing’ and ‘personal selling’ are often 
used interchangeably, there is an important difference. Personal marketing 
is a broader concept. Personal marketing may or may not be an important 
part of personal marketing; it is never all of it. Along with other key 
marketing elements such as pricing, advertising, product development 
and research, marketing channels, and physical distribution, personal 
marketing is a means through which marketing programmes are 
implemented. Combined and integrated into a marketing programme, 
these marketing elements become the strategy with which a firm seeks 
to active its marketing objectives. Whereas the broad purpose of marketing 
is to bring a firm's products into contact with markets and to affect 
profitable exchanges of products for money, the purpose of personal 
marketing is to bring the right products, into contact with the right 
customers, and to make certain that ownership transfers take place. 

Marketingmanship is one of the skills used in personal marketing; as 
defined by T.P. Stroh, it is a direct, face-to-face, marketing-to-buyer 
influence which can communicate the facts necessary for making a buying 
decision! or it can utilise the psychology of persuasion to encourage the 
formation of a buying decision. Marketingmanship, then, is marketing- 
initiated effort that provides prospective buyers with information, and 
motivates or persuades them to make favourable buying decisions concerning 
the marketing’s product or service. The marketing-person of today has 
to react and interact in many different ways to many different people.

NOTES
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In addition to knowing the product thoroughly-regardless of how technical 
it may be, the marketing-person has to be a psychologist with one customer, 
a human computer with another, an adviser with 'Another, and at the 
same time a friend with some buyers. Marketing-persons must adjust 
their personalities on every call, making sure that what they say and do 
is compatible with the personality of each prospect.
Marketingmanship may be implemented not only through personal marketing 
but through advertising. In fact, advertising has been described as 
‘Marketingmanship in print.’ The American Marketing Association defines 
advertising as a paid form of personal presentation and promotion of 
ideas, goods, or services by an identified sponsor. Modern advertising is 
planned with motivation and/ or persuasion as the objective. Personal 
marketing and advertising are simply two means that marketers use to 
inform and to motivate or persuade prospective buyers to buy; both 
means make use of marketingmanship techniques. Marketingmanship in 
advertising utilizes nonpersonal presentations. Nonpersonal advertising 
type presentations are necessarily less flexible than those made by a 
marketing-personnel. An advantage unique to personal marketing is that 
the marketing-person can usually identify differences among buyers and 
pattern his or her presentation according to individual peculiarities.

NOTES

2.2 BUYER-MARKETING-DYADS

Fundamental to an understanding of marketingmanship is recognition 
that it involves buyer-marketing interactions. Sociologists use the term 
‘dyad’ to describe a situation in which two people interact with each 
other. The marketing-person and the prospect, personally interacting 
with each other, constitute an example of what we will call a ‘buyer
marketing dyad.’ Another example is provided by the interaction of a 
marketing using advertising with a particular prospect in the reading, 
listening, or viewing audience. In both the advertising and personal- 
marketing situations, the marketing, generally speaking, is trying to 
motivate or p>ersuade the prospective buyer to behave favourably toward 
marketing. Whether or not the buyer reacts as the marketing desires 
depends upon the nature of the interaction. The opportunity for interaction 
is obviously less in the advertising case then in the personal-marketing 
case, pointing up another advantage unique to personal marketing. You 
should recognise, however, that in many situations, advertising and personal 
marketingmanship supplement, or support each other, and the buyer’s 
reaction results from the combined impact of both.

In one interesting piece of research, Franklin Evans studied buyer-marketing 
dyads in the life insurance business. This research revealed that prospects
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who bought insurance positively toward them, than prospects who did 
not buy. Furthermore, the more alike marketing-persons and their 
prospects were, the gj-eater was the likelihood that a marketing would 
result. This was true for physical characteristics (age, height), other 
objective factors (income, religion, education), and variables that could 
be related to personality factors (politics, smoking). These findings 
have considerable significance for marketing management. Wherever 
possible, marketing personnel should be assigned to prospects whose 
characteristics are similar to their own, thus improving the change 
that successful dyadic relationships will result. However, pairing of 
marketing-persons with customers of similar backgrounds is more easily 
accomplished in industrial marketing, where there are fewer prospects 
about whom information is needed, than in consumer-goods marketing, 
where the number of prospects and customers per marketing-person 
is generally much larger.

In another interesting research project, Henry Tosi studied dyads made 
up of wholemarketing drug marketing-people and retail pharmacists, 
who made buying decisions. One apparent finding was that, when the 
buyer perceived the marketingperson’s performance to be similar to 
his or her concept of ‘ideal’ performance, the number of sources from 
which purchases were made was low. Although this did not necessarily 
results in a larger percentage of purchases from the marketing-person, 
customer satisfaction with the marketing-person’s behaviour did at 
least allow the marketing-person to get into the store. Tosi’s suggested 
conclusion was thatV in addition to the physical characteristics and 
objective factors cited by Evans, the customer’s perception of how well 
the marketing-person’s behaviour fits into the customer’s conception 
of what the behaviour should be is a necessary condition for the continuation 
of dyadic interaction.

Another factor to be considered in these interactions among buyers 
and marketings is the buyer’s initial conditioning with respect to marketing. 
Marketing-people have been maligned, and the butt of the nasty stories 
for generations. People are taught from childhood to beware of the 
tricky marketing-person. There are also definite indications that marketing- 
people, not as stereotyped, but as they actually carry out their jobs, 
leave much to desired in the impact they make on customers. Studies 
of the attitudes of buyers and purchasing agents reveal that they are 
heavily critical of the marketing-person’s lack of product knowledge, 
failure to follow up, general unreliability, slavish adherence to ‘canned’ 
presentations, blatant use of flattery, bad manners, commercial dishonesty, 
and so forth.

NOTES
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The relative degree of difficulty encountered in making marketing varies 
considerable from one situation to another. In analysing this problem, it 
is helpful to distinguish between two kinds of marketing - service and 
developmental. In service marketing, the objective is to obtain marketing 
from people who are already customers and whose habits and patterns 
of thought are already conducive to such marketing.
The objective in developmental marketing is not so much the creation of 
marketing as the creation of customers out of people who do not at the 
moment view the marktingperon’s company favourably, and who are 
undoubtedly resistant to change. McMurry points out that individual 
marketing positions require different amounts of service and developmental 
marketing, and he classified marketing positions according to their location 
on the spectrum involving degrees of developmental skill, from the very 
simple to the highly complex. McMurry identified seven main types of 
marketing positions:

Positions where the marketing-persons predominate to' deliver 
the product, for example, milk, bread, fuel oil.

Positions where the marketing-person is predominantely an inside 
order taker, for example, the marketing clerk behind the counter 
in dry-goods store.

Positions where the marketing-person is also predominantly an 
order taker but works in the field, as the packing house, soap, or 
spice marketing-person does.

Positions where the marketing-person is not expected or permitted 
to take an order but is called on only to build goodwill or to 
educate the actual or potential user, e.g., the distiller’s ‘missionary 
man,’ or the ‘detail man’ representing an ethical pharmaceutical 
house.

Positions where the major emphasis is placed on technical knowledge, 
for example the engineering marketing-person, who is primarily 
a consultant to the ‘client’ companies.

Positions that demand the creative marketing of tangible products, 
such as vacuum cleaners, refrigerators, siding, and encyclopaedias.

y.Positions requiring the creative marketing of intangible, such as insurance, 
advertising services, or education.
The more developmental marketing required in a particular marketing 
position, the more difficult it is to make marketing. The amount of 
developmental marketing required, jn turn, depends upon the natures of

NOTES
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5.

6.
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the prospect (or customer) and the product. The easiest marketing is 
self-service marketing, which McMurry omits from his spectrum and 
rightly so; here the customers are aware of their needs, they know 
which products are capable of satisfying these needs, and they sell 
themselves. The most difficult marketings are those that involve intai^bles 
- the customers usually are not fully aware of their needs; someone 
must explain the existence of these needs and how the intangible 
satisfy them. Such marketing required effective explanations of the 
benefits to be derived from the intangible and the 'Consequences of not 
buying it.

The level of difficulty of the majority of marketing falls between these 
two extremes. The prospects have some awareness of the need; but, 
before the purchase is made, the marketing-person must further define 
the nature of the need and explain the product and its benefits.

Theories and Techniques 
of Marketing

NOTES

can

2.4 THEORETICAL ASPECTS OF MARKETING

There is considerable disagreement as to the extent to which marketing 
can be described as a science with basic concepts that can be easily 
taught, or as an art that can be learned only through experience. In a 
survey of 173 marketing executives, 46 per cent perceived marketing 
as an art, only 8 per cent perceived it as a science, and 46 per cent 
perceived it as an art that is evolving into a science. The fact that 
some consider marketing an art and others consider it a science has 
produced two theoretical approaches to explain how marketing is made.

The first source involves the distillation of marketing theories from 
the experiences of successful marketing-people and, to a lesser extent, 
advertising professionals. Many such persons, of course, have succeeded 
because of their grasp of practical, or learned through experience psychology 
and their almost intuitive ability to apply it in actual marketing situations. 
Thus, it is not too surprising that such marketing theories emphasise 
the ‘what to do’ and Tiow to do’ rather than explaining ‘why,’ It is 
important to recognise that these theories based on an experiential 
kind of knowledge that is accumulated from years of “living in the 
market” rather than on a systematic, fundamental body of knowledge, 
are subject to Howard’s dictum, “Experiential knowledge can be unreliable.”

The second source, which has been used only comparatively recently, 
includes the behavioural sciences, whose research finding, a growing 
number of marketing scholars have been attempting to apply to the 
problems of buying and marketing. The late E.K. Strong, Jr., Professor 
of Psychology at the Stanford Graduate School of Business, was one of
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the pioneers in this effort. John A. Howard of the Columbia Graduate 
School of Business has been in the forefront of this group of marketing 
scholars concerned with borrowing and adapting the findings of research 
in behavioural science to the analysis of buying behaviour; his ‘behavioural - 
equation’ represents an attempt to develop a unified theory of buying 
and marketing.

Marketing of 
Telecom Products

NOTES

2.6 AIDAS THEORY OF MARKETING
The first theory-popularly known as the AIDAS theory, after the initials 
of the five words used to express it-forms the basis for many marketing 
and advertising texts and is the skeleton around which many training 
programmes in marketing are organised. Although some support for this 
theory is found in the psychological writings of William James, there is 
little doubt that the construct is based mainly upon experiential knowledge 
and, in fact, was in existence as early as 1898. During successful marketing 
interview, according to this theory, the prospect’s mind passes through 
five successive mental states; attention, interest, desire action, and satisfaction.
Implicit in this theory is the notion that the prospect who buys goes 
throu^ these five stages consciously; thus, Uie marketing-person’s presentation 
must lead the prospect through them in the right sequence if a marketing 
is to result.

Securing Attention
In this phase the marketing-person’s goal is to put the prospect into a 
receptive state of mind so that the main body of the presentation may be 
stated. The first few minutes of the interview are often crucial. The 
marketing-person has to have a reason, or at least an excuse, for conducting 
the interview. If the marketing-person has made a previous appointment 
with the prospect, this phase should present no great problem; but experienced 
marketing-personnel say that even with such an appointment a marketing- 
person must possess considerable mental alertness, and be a skilled 
conversationalist, to survive the beginning of the interview. The prospect’s 
guard is naturally up, since he or she realises that the caller is bent on 
marketing him or her something. So the marketing-person must establish 
good rapport at once.
The marketing-person needs an ample supply of ‘conversation openers,’ 
and must strive to make a favourable first impression. Favourable first 
impressions are assiired by, among other things, proper attire, neatness, 
friendliness, and a genuine smile. Skilled marketing-personnel often decide 
upon conversation openers just before the interview so that the gambit 
chosen will be as timely as possible. Generally it is considered advantageous
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if the opening remarks are about the prospect (people like to talk and 
hear about themselves), or if they are favourable comments about aspects 
of the prospect’s business. A good conversation opener causes the prospect 
to relax his or her feeling of caution and sets the stage for succeeding 
phase of the marketing-person’s presentation. Conversation openers 
that cannot be readily tied in with the remainder of the presentation 
should be avoided, for once the conversation starts to wander, great 
skill is required to return to the main thrust of the presentation.

NOTES

Gaining Interest
The marketing-person’s second goal is to intensify the prospect’s attention 
so that it evolves into a state of strong interest. Many techniques are 
used for gainning interest. Some marketing-people develop a contagious 
enthusiasm for their product, becoming so inspired that the prospect’s 
interest is built up almost automatically. Another technique is to let 
the prospect handle the product as sample. When the product is bulky 
or technical, marketing portfolios, flipcharts, or other visual aids serve 
the same purpose.
Through the interest phase, one of the marketing-person’s main purposes 
is to search out the marketing appeal that is most likely to be effective. 
If the marketing person is fortunate, the prospect drops hints, which 
the marketing-person then uses in selecting the best approach. To 
encourage the prospect along this line, some marketing people devise 
stratagems to elicit revealing question. Other draw out the prospect 
by asking questions designed to clarify attitudes feeling toward the 
product.
The more experienced the marketing-person the more he or she can 
rely for possible clues on what has been learned from other interviews 
with similar prospects. But even experienced marketing-personnel often 
must resort to considerable probing, usually of the question and answer 
variety, before identifying in the strongest appeal. It should be mentioned, 
too, that prospects’ interest is also affected by such factors as their 
basic motivations, the closeness of the interview subject to their current 
problems, the timeliness of the subject, and their mood - receptive, 
skeptical, or hostile - and the marketing-person must take all these 
into account in selecting the marketing appeal that he or she will 
emphasise.

Kindling Desire
The marketing-person’s third goal is to kindle the prospect’s desire to 
the ready-to buy point. The marketing-person must remain in control 
of the situation and must keep the conversation running along the 
main line toward the marketing. The development of marketing obstacles.
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the prospect’s objections, external interruptions, and digressive remarks 
are some of the factors tending to sidetrack the presentation during this 
phase. Obstacles have to be faced and ways found to get around them. 
Objections need answering to the prospect’s satisfaction. Time frequently 
is saved, and the chance of making a marketing improves, if objections 
are anticipated and answered before the prospect has a chance to raise 
them. External interruptions cause breaks in the presentation; and when 
conversation resumes, good marketing-people normally summarise what 
has been said earlier before continuing. Digressive remakes should generally 
be disposed of tactfully, with finesse, but something distracting digression 
is best handled bluntly: for example, “Well that’s all very interesting, 
but to get back to the Subject....”

NOTES

Inducing Action
If the presentation has been perfect, the prospect is ready to order. 
However, this action is not usually automatic and, as rule, must be induced. 
Experienced marketing personnel rarely try for a close unit they are 
positive that the prospect is fully convinced of the merits of the proposition. 
Thus, it is necessary for the marketing-person to sense when the time 
is right to induce the prospect’s buying action. Such devices as the trial 
close, the close on a minor point, and the trick close are used to test the 
prospect’s reactions to the proposition. Some marketing-personnel never 
ask for a definite ‘yes’ or ‘no’ for fear of getting a ‘no,’ from which they 
think there is no retreat. But it is usually better to ask for the order 
being straightforward. Most prospects find it easier to slide away from 
hints than from frank requests for an order.

Building Satisfaction
After the customer has given the order, the marketing-person should 
reassure the customer that the decision was a correct one. The customer 
should be left with the impression that the marketing-person merely 
helped in making the decision. Building satisfaction means thanking the 
customer for the order, which, should always be done, and attending to 
such matters as making certain that the order is correct as written, and 
following up on any promises made. Because the order is the climax of 
the marketing situation, the possibility of an anticlimax should be avoided, 
customers sometimes unsell themselves, and the marketing-person should 
not linger too long.

Right Set of Circumstances, Theory of Marketing
Often a marketing-person comments, “Everything was right for the marketing 
to take place” and this sums up the popular version of the second theory. 
This theory;' sometime expressed by the term ‘situation-respopse,’ had
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its psychological origin in experiments with animals, and holds that 
the particular circumstances prevailir^ in a given marketing situation 
cause the prospect to respond in a predictable way. More specifically 
stated - “If the marketing-person succeeds in securing the attention 
and gaining the interest of the prospect, and if the marketing-person 
presents the proper stimuli or appeals, the desired response (that is, 
the marketing), will result” Furthermore, accordii^ to the theory, the 
more highly skilled the marketing-person is in handling the total set 
of circumstances, the more predictable will be the response. ,
The relevant set of circumstances, which the theory suggests that the 
marketing person should try to control, includes factors external and 
internal to the prospect. To use a simplified example, suppose that 
the marketing-person says to the prospect, “Let’s go out for a cup of 
coffee.” The marketing-person and the remark represent external factors. 
But at least four internal factors related to the prospect affect the 
response. These are the presence or absence of desires: (1) to have a 
cup of coffee. (2) to have a cup of coffee now, (3) to go out for a cup of 
coffee, and (4) to go out with the marketing-person for a cup of coffee. 
Proponents of this theory have been inclined to overstress the external 
factors and to neglect the importance of the internal factors. They 
have devoted their major efforts to seeking out marketing appeals 
that generally can be depended upon to evoke desired responses. Marketi:^- 
personnel who try to apply the theory commonly experience difficulties 
traceable to prospects’ ii^ained habits and instinctive behaviour. Although 
it is relatively easy to control the external factors in many marketing 
situations, the internal factors do not readily lend themselves to 
manipulation by marketing-people.
Thus, this is a marketing-oriented theory, and from that emphasis 
derives its chief drawbacks: it streses the importance of the marketing- 
persons controlling the situation, does not adequately handle the problem 
of influencu^ factors internal to the prospect, and fails to assign appropriate 
weight to the significance of the response side of the situation-response 
interaction.

NOTES

2.6 ‘BUYING-FORMULA’ THEORY OF 

MARKETING
In marked contrast to the two theories just discussed, the third theory 
places emphasis on the buyer’s side of the buyer-marketing dyad. The 
buyer’s needs or problems receive major attention, and the marketing- 
person’s role is conceived as being one of helping the buyer find solution. 
This theory purports to answer the question: What thinking process
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goes on in the prospect’s mind that causes the decision to buy or not 
buy? The buying formula itself is a schematic representation of a group 
of responses, arranged formula in feasible psychological sequence. The 
buying-formula theory, in other words, emphasises the prospect’s responses 
(which, of course, are strongly influenced by internal factors) and de- 
emphasises the external factors, on the assumption that the marketing- 
person, being naturally conscious of the external factors, will not overlook 
them. Since the marketing-person’s normal inclination is to neglect the 
internal factors, the formula is a convenient way to help the marketing- 
persons remember. The origin of this theory is somewhat obscure, but 
recognisable versions appear in a number of early books on advertising 
and marketing by authors who evidently had experiential knowledge of 
marketingmanship. Several psychologists also advanced explanation 
substantially similar to that contained in the buying formula. The name 
‘buying formula’ was given to this theory by the late E.K. Strong Jr., and 
the following step-by-pstep explanation is adapted from his teaching and 
writings. Reduced to their simplest elements, the mental process involved 
in a purchase are:

NOTES

^ need (or problem) - solution - purchase
Because the outcome of a purchase effects the chance that a continuing 
relationship will develop between the buyers and the marketing, and 
because nearly all marketing organisations are interested in such continuing 
relationship, it is necessary to add a fourth element to our analysis of a 
purchase. The four elements, then, are;

need (or problems) - solution - purchase - satisfaction
Whenever a need is felt, or a problem recognised, it means that the 
individual is confronted with a difficulty or is conscious of a deficiency 
of satisfaction. In the world of marketing and buying, the solution to 
such a difliculty will always be a product or service. And the product or 
service will belong to a potential marketing.

In purchasing, then, the element ‘solution’ involves two parts: (1) product 
(or service), and (2) trade name (name of manufacturer, company, or 
marketing-person). In buying anything, the purchase proceeds mentally 
from need or problem to product or service, to trade name, to purchase; 
and, upon using the product or service. He or she experiences satisfaction 
or dissatisfaction. Thus, when a definite bujdng habit has been established, 
the buying formula covering the elements involved in buying can be 
diagrammed as follows: 

need or product 
problem or service

satisfaction
dissatisfaction- trade name - purchase -
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To ensure purchase, the product or service and the trade name (that is, 
the source of supply) must be considered adequate, and the buyer must 
experience a pleasant feeling of anticipated satisfaction when thinking 
of the product or service and the trade name. In a great many cases, a 

• commodity viewed as adequate is also liked, and vice versa, but this is 
not always the case. Some products and services that have been found 
quite adequate are not liked, and some things are liked and bought that 
are admittedly not as good as competing items. Similar reasoning applies 
in the cases of trade names-some sources of supply are considered both 
adequate and liked; other are adequate but not liked; still others are liked 
but patronised in spite of the fact that they are inadequate compared to 
competing sources. When adequacy and pleasant feeling are included in 
the buying formula, the following diagram results;

NOTES

Adequacy EstablishedAdequacy Establised
, /

/

Need or Product Trade Name Purchase -> Sstisfaction
Need or product

Pleasant Feelings Pleasant Feelings

2.7 ‘BEHAVIOURAL-EQUATION’ THEORY
Using a stimulus-response model (which is a much refined and highly 
sophisticated version of the 'right set of circumstances’ theory discussed 
earlier), and-incorporating numerous findings from behavioural science 
research. J.A. Howard explains buying behaviour in terms of the purchasing 
decision process, viewed as phases of the learning process.

Four essential elements of the learning process included in the stimulus- 

response model are drive, cue, response, and reinforcement. These 
elements are described as follows:

I

Drives are strong internal stimuli that impel the 
buyer’s response

There are two kinds of drives:

1. Innate drives: The physiological needs, such as hunger, thirst, 
pain, cold, and sex.

2. Learned drives; Learned drives, such as striving for status or 

social approval, are acquired when paired with the satisfying

(1)
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or innate drives, and represent elaborations of the innate drives, 
serving as a facade behind which the functioning of the innate 

drives is hidden. Insofar as marketing is concerned, the learned 
drives are probably dominant in economically advanced societies.

NOTES

Cues are weak stimuli, as distinguished from the 
storing stimuli that underlie the drives

Cues determine when the buyer will respond:
1. Triggering cues serve as activators of the decision process for any 

given purchase.

2. Nontriggering cues influence the decision process but do not activate 
it, and may operate at any time even though the buyer is not 
contemplating a purchase at the moment.

There are two kinds:

1. Product cues are external stimuli received from the product directly, 
for example, colour of the package, weight, or price.

2. Informational cues refer to external stimuli that provide the buyer 
with information of a symbolic nature about the product. Such 
stimuli may come from advertising, conversations with other people 
(including marketing personnel), etc.

3. Specific product and information cues may sometimes also function 
as triggering cues. This may happen when price triggers the buyer’s 
decision.

(2)

Response is what the buyer does(3)

A reinforcement is an event that strengthens the 
tendency for a buyer to make a particular response

Howard incorporates these four essential elements into a behavioural 
equation, stated in its simplest form as follows;

B = PxDxKxV

(4)

where
B = response or the internal response tendency, that is, the act of purchasing 

a brand or patronising a supplier.
P = predisposition or the inward response tendency, which is strength 

of habit.
D = present drive level (amount of motivation)
K = ‘incentive potential,’ that is, the value of the product to the buyer 

or its potential satisfaction to him or her
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V = intensity of all cues; triggering, information, or product.

Notice that Howard believes the relation among the variables to be 
multiplicative rather than additive. Thus, if any independent variable 
has zero value, B will also be zero and there will be no response. No 
matter how much P there may be, for example, if the individual at the 
moment is totally unmotivated (D = 0), there will be no response. 
Furthermore, each time there is a response - a purchase - in which the 
satisfaction (K) received from the response is sufficient to yield a 
reward, predisposition (P) will increase in values as a result of the 
rewarded response. In other words, when the satisfaction received 
yields a reward, reinforcement occurs and, technically, what is reinforced 
is the tendency to make a response in the future to the cue that immediately 
preceded the rewarded response. After such reinforcement, the probability 
increases that the buyer will buy the product (or patronise the supplier) 
the next time the cue appears - in other words, the buyer has learned.

NOTES

SUMMARY

• Marketingmanship is one of the skills used in personal marketing; as 
defined by T.P. Stroh, it is a direct, face-to-face, marketing-to-buyer influence 
which can communicate the facts necessary for making a buying decision 
or it can utilise the psychology of persuasion to encourage the formation 
of a buying decision.

• Sociologists use the term’ dyad’ to describe a situation in which two 
people interact with each other.

• The first theory-popularly known as the AIDAS theory, after the initials 
of the five words used to express it, forms the basis for many marketing 
and advertising texts and is the skeleton around which many training 
programmes in marketing are organised.

• Four essential elements of the learning process included in the stimulus- 
response model are drive, cue, response, and reinforcement.

• Learned drives, such as striving for status or social approval, are acquired 
when paired with the satisfying of innate drives, and represent elaborations 
of the innate drives, serving as a facade behind which the functioning of 
the innate drives is hidden.

• Product cues are external stimuli received from the product directly, for 
example, colour of the package, weight, or price.
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1. What are the different theories of marketing?

2. Explain the short notes on 

(a) Buyer-marketing-dyads

NOTES

(b) Degi'ee of difficulty in marketing

3. What are the various theoretical aspects of marketing?

4. Explain AIDAS theory of marketing.

5. Discuss the four essential elements of learning process included in the stimulus- 
response model.
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SELECTION NOTES

★ STRUCTURE ★

3.0 Learning Objectives

3.1 Introduction

3.2 Nature of the Marketing Job

3.3 Marketing Job Analysis

3.4 Recruitment

3.5 Recruitment Sources 

3-6 Selection

3.7 Selection Toois

• Summary

• Review Questions

3.0 LEARNING OBJECTIVES
After going through this chapter, you will be able to:

• define selection.
• discuss the various characteristics of marketing job.
• describe the various activities involved in managing the marketing 

force.
• know about the basic responsibilities of a marketing man.
• explain the commonly used selection tools.

3.1 INTRODUCTION
Attracting and selecting new marketing personnel is an important 
aspect of the marketir^ manager’s job. This unit on job analysis, recruitment 
and selection will tell you about the procedures used for obtaining 
marketing recruits with the potential capability of becoming good marketing 
people. Once this pool of talent has been generated, it becomes feasible 
to select the individuals who match the needs of the organisation.
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Selection is a step-by-step procedure that the marketing managers go 
through to staff the marketing organisation. Selection which follows 
recruitment, requires that the marketing manager must reverse the roles 
and become a buyer instead—a buyer of marketing talent and potential.

NOTES

3.2 NATURE OF THE MARKETING JOB
All marketing related jobs, irrespective of the type of industry, have 
very distinctive characteristics. Some of the characteristics are as follows:

As marketing personnel work in the field, away from the head 
offices, they are responsible for managing their territories or accounts. 
Therefore, marketing personnel are expected to take their own 
decisions for planning and executing their individual activities.

Most marketing persons, while on their journey cycle, get fewer 
opportunities for interactions in person with their supervisors. 
Most of the time they provide feedback or receive instructions, 
telephonically or through fax in their hotel.

The third characteristics of the field marketing job is that the 
marketing personnel remain away from their home and family for 
days together. This is a regular feature. In some consumer product 
companies marketing people travel for as many as 21 days in a 
month.

Another important aspect of the marketing job is the job monotony. 
Each marketing person is doing the same work, repetitively with 
different customers. For example, a medical representative, makes 
the same presentation to all the medical doctors, day-after-day.

Lastly, success in a marketing call doesn’t depend on an individual’s 
effort. It may so happen that the customer doesn’t need your product 
or the customer was not happy with his previous experience, on 
delivery or after marketing service or spares. All field marketing 
jobs create, therefore, a normal tendency to get disheartened or 
discouraged.

Each of the above characteristics have specific implications for recruitment 
and selection, and therefore, it is recommended while you are developing 
your recruitment and selection policies, you should not overlook the 
above points. Accordingly, job specifications should be decided.

1.

2.

3.

4.

5.

3.3 MARKETING JOB ANALYSIS
The marketing force management is a personnel function in the marketing 
department of an organisation. The issues in marketing force management
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are, therefore,, the same as that of the personnel management. However, Analysis, Recruitment 
these issues relate to only those personnel who work in the marketing 
department. The starting point of all marketing force management 
activities is the Job Analysis, as shown in figure 3.1.

NOTES

-o

/ /

O \<i

SALES JOB 
ANALYSIS %

Job specifications

Recruitment Selection Training

Figure 3.1: Activities involved in managing the marketing force

In fact, the job analysis relates to the identification of job objectives, 
duties and responsibilities, analysis of working conditions, performance 
norms and the position in the organisation hierarchy to identify the 
reporting relations.

Typically, a job analysis helps in three distinct ways. Most importantly, 
it helps in the Job Description, i.e., in identifying various activities- 
major and trivial, to be performed under the job It also helps in identif3dng 
the qualifications, and individual characteristics, in relation to the 
job, which is called job specifications.

A good approach to developing job description is to use a checklist of 
various activities relating to a marketing personnel job. Some of these 
responsibilities are as' follows;

Table 3.1: Basic responsibility of a marketing man

Specific ActivitiesSales ResponsibilitiesSI. No.

Direct Selling a. Locating Prospects-
b. Determining Prospects’ needs
c. Planning the selling strategy
d. Interviewing
e. Handling objectives
f. Completing sales

1.

a. Helping customers by solying 
their problems and providing 
spectial services

Customer Relations2.

'A
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their purchases
c. Arranging displays and promo

tions
d. Keeping customers up-to-date 

on new developments
e. Settling complaints
f. Establishing and maintaming good 

personal relations with customers

NOTES

3. Product Knowledge a. Knowing products and their app
lications

b. Looking for new products
c. Keeping up-to-date on merchandise 

style and price changes

General Administration4. a. Maintaining call records
b. Carrying on routine 

correspondences
c. Checking customer’s credit
d. Follow-up on inquiries
e. Maintenance of expense-account 

records

Management Relations5. a. Making required reports
b. Reporting competitors’ activities
c. Working with other departments

A detailed account of basic responsibilities of a marketing person helps 
in the identification of qualifications and individual characteristics, in 

relation to the job. The process by which qualifications and personality 

characteristics are identified, is called Job Specifications which the person 

may have at the time of joining or they are imparted to the marketing 
department, through training.

Once the job specifications are laid down, it becomes easier for a company 
to initiate the process of recruitment and selection. Also training can 
help a marketing person to fulfill job responsibilities more effectively. 
None the less, it is generally believed that recruitment and selection 

process should be such, that it should help you to handpick those marketing 

persons with ‘just right’ kind of personality, since it is difficult to develop 
personality through the training programmes. Job Analysis also helps in 

clearly identifying the job performance norms based on which the job 

evaluation can be done. Such an exercise provides a good base for compensation 
management.
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Once a company has determined the number and kind of marketing men 
it requires, the next step in the selection is to get the right applications, 
in sufficient number, for the positions. All the activities involved in securing 
the applications for the marketing positions are referred to as Recruitment. 
It does not include, but is followed by the selection process to evaluate 
and screen the applicants. The nature of recruitment effort for marketing 
personnel differs from one company to another, mainly with respect to their 
recruitment sources. The recruitment policy of a company is influenced 
by its selling style, products, customers, financial resources and marketing 
management policies. Different companies call for individuals with widely 
varying abilities, skills, education, training and experience. The scope of 
recruitment effort is influenced by the number of recruits desired, which 
in turn, is influenced by the size of marketing organisation, rate of turnover, 
the forecasted marketing volume, distribution channels and promotional 
strategy.

NOTES

3.5 RECRUITMENT SOURCES
Frequently used sources of marketingmen are as follows.

Advertisements
Advertisements are both a source of recruits and a method of reaching 
them. Newspapers, magazines and trade journals are the most widely 
used media for advertisements. Advertisements ordinarily produce large 
number of applicants in a very short time and at a low cost. However, 
this factor may be offset by the increased expense of carefully screening 
the large number of prospects and the average quality of applicants 
may be of questionable character.
Recruitment advertisements usually include information about the company, 
nature of the job, specific qualifications required and compensation. 
The specific details in the advertisement vary with the company and 
its situation. The quality of prospects recruited by the advertisement 
may be increased by careful selection of media and by proper statements 
of information in the advertisement. For example, by advertising in a 
trade journal rather than in a daily newspaper, a firm is being more 
selective in its search. An advertisement in trade journal assures reponses 
from people who are already in the profession and would be interested 
in selling. The amount and type of information given in the advertisement 
affects the quality and quantity of the applicants. The more the information 
given in the advertisement, the more it serves as a qualitative screening
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device. A firm, by stating minimum qualifications rather than optimum 
requirements can generate large number of applications, requiring more 
careful screening. There is no simple answer to the question of whether 
a company should place its name in its recruiting advertisement. The 
company name, if well-known, is prominently featured, whereas small 
companies often follow the policy of giving a 'box no.’ in the advertisement. 
Further, on the mechanics of advertising, management must decide on 
such points as the day of the week to insert the advertisement, where 
to locate it in the medium and what size it should be. For instance, 
Sunday papers are read more leisurely and thoroughly, but-in a week
day edition, a companys advertisement stands out more because there 
are fewer such other advertisements.

NOTES

Employment Agencies
Many companies use employment agencies to get the recruits for the 
marketing positions. To use this source effectively, marketing manager 
must ensure that the agency understands the company and its needs 
thoroughly. Whenever an agency is used, it should have a clear understanding 
of the job’s objective, job specifications and the literature about the company. 
Also agencies need time to learn about an employing firm and its unique 
requirements-thus considerable gains accrue from continuing relationships 
with agencies that perform satisfactorily. If the agency is selected carefully 
and good long-term relations are established with it, the dividends can 
be SQtisf3dng.

Educational Institutions
This source includes colleges, universities, technical and vocational institutes. 
This source is, tapped for getting qualified people for entry level positions 
in marketing. Students from technical/ vocational institutes or with specific 
subjects like Physics. Biology, Hotel Management are recruited by the 
companies, where selling requires specialised knowledge and skills for 
that particular industry. College graduates are generally taken by the 
companies having formal marketing training programme or for simple 
selling jobs. Recruits from educational institutions are more.easily adaptable 
than their more experienced counterparts. They have no developed loyalties 
for a firm or industry and they probably have not acquired any bad work 
habits. Usually, they have acquired certain social graces, are more poised 
and mature. They are supposed to have developed their ability to think, 
to reason logically and to express themselves reasonably well. Ordinarily, 
they do a good job of budgeting their time and managing their daily 
activities. Their main limitation is lack of selling experience. Men recruited 
from this source need training and thus take time for reaching the desired 
productivity level. To use this source effectively, it is important for the
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company to develop and maintain good relations with suitable educational Analysis, Recruitment
and Selectioninstitutions.

Marketingmen of Non'coinpeting Companies
Individuals currently employed as marketingmen for non-competing 
companies are often the attractive recruiting prospects. Such people 
already have selling experience, some of which may be readily transferable. 
For those, who have worked for companies in related industries-there 
is additional attraction of knowing something about the product and 
the market. Recruits from this source presumably have some selling 
skills and thus reduce the amount of training required. A firm that 
hires marketingmen from other companies should be especially careful 
to determine, why the man is interested in changing jobs and why he 
wants to work for the hiring company. People hired from other companies 
may not have the same degree of loyalty, that recruits possess when 
promoted from within.

NOTES

Marketingmen of Competing Companies
The question of whether to hire competitors’ marketingmen is argued 
on ethical grounds and from an economic standpoint. It is considered 
unethical to recruit the competitors’ marketingmen actively, after he 
has spent the money on hiring and training them. Furthermore, these 
marketingmen may be able to divulge company secrets to the competitors. 
It is also seen as an attempt to take away competitors’ customers. 
From an economic point of view, there are mixed feelings regarding 
this source. On one hand, they know the product, customers arid competitors. 
They also are experienced sellers and, therefore, no money is required 
to be spent for their training. On the other hand, it is a costly source 
as generally, higher pay must be offered to them to leave their organisations. 
Some marketing managers, as a matter of policy, refrain from hiring 
competitors’ marketingpersons, as their loyalty towards the company 
is questionable. They feel that an individual hired away from one 
organisation for higher pay or other enticements. may be similarly 
tempted in future.
In considering the recruitment of individuals currently working for 
competitors, a key question to answer is-why does this person want to 
leave his present position? When the new job will not improve the 
applicant’s pay, status or future prospects, the desire to change the 
company may be traced to personality conflicts or instability. But the 
dissatisfaction with the present job does not always mean that the 
fault is that of an applicant. If the applicant has sound reasons for 
switching companies, the opportunity may be presented to obtain a 
promising person, who is ready for productive work almost immediately.

i'"/'
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Internal Transfers
The persons working in other departments of the company may be transferred 
as marketingmen to the marketing department. This is generally used 
along with the other recruitment sources. Transfers are good prospects 
for marketing positions, whenever product knowledge makes up a substantial 
portion of marketing training. They are also familiar with company’s 
objectives, policies and programmes. The accuracy of evaluating these 
men is more, as the management is able to observe their work and evaluate 
their potential as marketingperson before they are transferred to the 
marketing department. Factory and office employees may consider the 
transfer to marketing department as promotion, which helps in increasing 
their morale and loyalty.

NOTES

Recommendations of Present Marketingmen
A company's marketing force is a good source of leads to new recruits. 
Marketingmen typically have wide circles of acquaintances, since both 
on and off the job, they continually meet new people and generally have 
many friends with similar interests. Their contacts may jdeld good marketing 
people because of their understanding of the job and the kind of marketingmen 
required by the company. However, management faces the risk that the 
marketingmen may recommend friends or business associates on the 
basis of personal feelings rather than on an impartial evaluation of prospects’ 
qualifications. The firm should be able to weed them out through its 
selection process. When an applicant recommended by a marketingmen 
is to be turned down, management should explain clearly but diplomatically 
to the marketingman why his recruit is not being accepted. Marketing 
people are a valuable source of recommendations, when jobs must be 
filled in remote territories because marketing personnel in the same or 
adjacent areas may know considerably more about unique territorial 
requirements and local sources of personnel than the home-office executives.

3.6 SELECTION
After a company has determined the type and number of marketingmen 
it needs and the applications for the job have been received, the management 
is ready for the third and the final stage of the selection system, i.e. the 
selection process. It involves processing the applicants to select the 
individuals who best fit the needs of a particular company. The marketing 
force selection process refers to the steps, the marketing management 
goes through to staff the marketing organisation. Specifically the process 
involves

1. Critical analysis and evaluation of each tool and procedure.
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2. Development of a system for measuring the applicants against Analysis, Recruitment
and Selectionthe predetermined requirements.

The basic objectives of the selection process is to gather information 
about the applicants for marketing job, which is used for predicting 
their success/failure probabilities. A selection system can be visualised 
as a set of successive screens at any of which an applicant may be 
dropped from further consideration. It can range from simple one step 
system consisting perhaps of nothing more than an informal personal 
interview to a complex multiple step system. The following figure shows 
an example of a selection system consisting of seven steps.

NOTES
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Figure 3.2: A seven step selection system

Selection Policy Decision
• Which tools should be used?

• In what order should the tools be used?
The type of. selection tools and their order of arrangement varies from 
company to company. Each company must design its own selection 
system to fit its information needs and budgetary limitations. The 
factors like the size of company, type of industry, the type of selling 
job, the financial condition of the company, influence the selection 
policy decisions of the firm. Management must compare the cost of 
each tool with its ability to predict success/ failure probability (i.e. its 
helpfulness in hiring decisions) for deciding the type of tools to be 
used for the selection process. For sequencing the tools, the principle 
that is generally followed is to use inexpensive and brief tools like 
short application form, brief interview or a simple test, in the initial 
stages of the selection process. The purpose of initial screens is to 
eliminate, as soon as possible, the obviously unqualified/undesirable 
recruits at the least cost. The more expensive and time consuming 
tools are used in the later stages of the selection process.

I

Self-Initrttclional Material 49



Marketing of 
Telecom Products 3.7 SELECTION TOOLS

The commonly used tools for selecting the marketingmen are as follows.

NOTES Application Form
It is one of the two most widely used selection tools, (the other is the 
interview). Generally, the application forms used by most of the companies 
fall under two categories: Short Application Form and Detailed Application 
Form.
Short application form is ordinarily used as an initial screening device. 
It asks for the factual information about the candidate in brief, so as to 
serve its purpose of eliminating the obviously unqualified applicants at 
the least cost and quickly. It includes items such as personal background, 
education and experience. This form can either be provided by the company 
or in the alternate, the applicants are asked to apply by sending their 
bio-data in brief.
Detailed application form is more extensive and covers each topic in 
depth. It is designed by each company according to its own information 
requirements. It varies widely from one company to another, for the 
designing depends upon the detailed description of the marketing job. 
For example; a detailed application for marketing engineer will be quite 
different from the detailed application form for a medical representative. 
This form may be used as the only application form or alongwith the 
short application form. A longer form may be used as an initial screen 
if it is used to the exclusion of the short form. The facts stated on the 
form can be the basis for probing in an interview, for instance, by asking 
several questions related to the job experience as stated on the form. 
Also, if the applicant passes through the initial screens, management 
may need to refer many times to the information stated on the form. 
This form is also used as a source of information to study the backgrounds 
of its good and poor marketingmen and to establish scores and weights 
on specific requirements.
Objective scoring of application form: Each company, according to 
its job requirements, decides the ideal personal history requirements 
that would make the person successful on the marketing job. Individuals 
possessing all the personal history requirements are the ones most likely 
to succeed on the job. However, many potentially successful marketingpeople 
do not possess all the requirements. One company found that most of its 
best marketingpeople were of the age group of 30-35 years at the time 
of hiring, yet there were some as young as 17 and some as old as 48. 
Although the age group 30-35 years, may be the preferred age range, 
applicants outside this age range should still receive consideration, since 
other factors in their backgrounds may more than offset the fact that
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they are outside the desired age range. One of the ways to determine A/ialysis, Recruitment
and Selectionthe total value of a candidate is by using the application form, on 

which an objective score htis been assigned to each item. The maximum 
possible score for each of the item depends upon its importance in 
marketii^ success... A higher score is allocated for the requirements 
which are more essential than those which are not so important. The 
points are assigned to an individual, for each of the item, accordii^ to 
its proximity to the ideal.

NOTES

Information on the application form : Some of be factors that affect 
the type and amount of information requested on an application form, 
may be

1. The objective, the company has in usii^ the application form-if 
it serves as an initial screen, it is shorter than one that will be 
used for complete personal history record.

2. The other selection tools and records used, often influence the 
design of the application form. Use of patterned interview, for 
instance, may enable a concern to shorten its form. On the other 
hand, a firm may want to duplicate its questions in order to 
check on a recruit’s honesty, by seeii^, if his answers on the 
form coincide with those obtained from other sources.

3. The nature of the job is another factor that influences the questions 
asked on the application form, because different marketing jobs 
call for different qualifications. A firm tryii^ to hire men with 
5-10 years of marketing experience, for example, is not so concerned 
about a recruit’s activities in school and college. The information 
required on the application form., for hirii^ a person, for marketing 
engineer’s job to sell the technical product will be different 
from the information for hiring a door-to-door marketingman 
for selling a low priced consumer product.

4. Another factor is the degree to which the selection function is 
decentralised. If home executives take part in the hiring of 
marketingmen, the application form, probably, is detailed. But 
if territorial managers do the hiring, the form may be short 
because the other tools, especially the interviews, can be used 
more extensively.

Ideally each company should prepare its own formal application form, 
since no two companies have precisely the same information requirements. 
But, if a company has only a small marketing force and recruits relatively 
few people, the time and cost of preparing its own application from 
may warrant the choice of a standard form. Certain items of information, 
which are almost always relevant to selection decisions, make the 
standard form. The information that is typically requested on standard
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form includes personal background, education and employment record. 
A company using standard application form can obtain the additional 
information required, during the interview.

Interview
The interview is the most widely used selection tool and in some companies, 
it comprises the entire selection system. This tool may be used as preliminary 
interview for initial screening of applicants and plays an important part 
in the subsequent stages of the hiring process as final interview. This is 
the most satisfactory tool to find out something about conversational 
ability, general appearance, personal impact on others and certain behavioural 
aspects. Personality traits like initiative, imagination, aggressiveness, 
tactfulness; enthusiasm can ‘Come out, when an applicant is talking. 
Another purpose of interviewing is to verify and supplement the information 
obtained through other tools-Unusual cr omitted references on the application 
form can be discussed,or more details about personality, attitudes and 
previous work experience can be explored. For example, the applicant 
might have stated that he was a district marketing manager in some 
previous job. The prospective employer may ask: What were the man’s 
responsibilities? How many employees did he supervise? What were his 
administrative duties? It is important that the interview serves as a 
two-way channel of communication. The interview is not only a means by 
which a company measures applicant’s fitness for the job; it also offers 
the employer an opportunity to answer the recruit’s questions about the 
company and the job. He can be told about such things as the nature of 
the job, the physical and social conditions involved, the compensation, 
the nature of training and supervision and the opportunities for the 
future. The nearer the firm is to hiring a man, the more information it 
gives to an interviewee.
Interviewing decisions: The following important decisions are arrived 
at, by the management regarding interviews:
Who and where: Persons to do the interviewing and place for interviewing 
depends upon the size and degree of decentralisation of marketing 
organisation. In large and highly decentralised organisations, it is done 
at local and regional level by district/branch/regional marketing managers 
e.g. New India Assurance Company. In medium size organisations with 
less degree of decentralisation initial interviewing is handled at the 
branch level and final interviewing at the head office. Interviewing is 
the responsibility of top personnel of marketing department in small 
and centralised organisations.
How many: Number of formal interviews vary with the selling style of 
the company. One large steel company which needs marketing people do 
the highly specialised selling to important customers, puts the applicants

NOTES
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through three interviews, involving regional marketing managers, the Analysis, Recrir*m<‘nt 
general marketing manager and marketing vice-president. An office ° Selectii,,,

supply manufacturer, which requires marketing personnel for routine 
trade selling, many hire applicants after two interviews. In another 
situation, where marketingmen are required for door-to-door selling 
of simple products, one interview is enough together the necessary 
information.

When: The interview may be used at the initial stage of screening 
process as preliminary interview and it also usually plays an important 
part in the subsequent stage of the hiring process, as final interview.
At the initial stage, its main purpose is to quickly eliminate the applicants 
whose qualifications do not meet the job’s basic requires, its. For example, 
a few of the company executives visit the college campus to do the 
initial screening of people, who have responded to the company s 
advertisement in the college. The detailed/depth interview is used at 
the later stage of the selection process. It is more time consuming and 
requires people with expert skills to probe the personality traits of 
the candidate in depth.

Techniques of Interviewing:

• Pattemedlstructured interview: It is totally guided and highly 
standardised technique of interviewing. The interviewers are 
given a specific list of questions or an outline of questions, designed 
to elicit a basic core of information. Each man interviewed is 
asked these questions and answers are recorded on standardised 
form. Since ail the applicants are queried on the same points, 
different persons can do the interviewing at different places 
and the results will still be comparable. The reasons for using 
this technique of interviewing can be attributed to the situations, 
where the interviewing is to be done at different regions/ branches 
simultaneously or where the interviewers may not know in detail 
about what the job entails and what are the necessary qualifications, 
or, they may know what qualifications are necessary for the job 
but they may not know what questions will bring forth the 
information about the applicant’s possession of these characteristics, 
or interviewers may be unable to interpret the answers in non- 
structured type of interviews.

• Non-directedinon-structured interview: This method does not 
follow a set format; instead it involves a relaxed discussion.
The candidate is urged to talk freely about his business experiences, 
home life, school activities, future plans and on certain outwardly 
irrelevant topics. The interviewer asks few questions and says 
only enough to keep the conversation rolling along the desired 
line. The theory for this type of interview is that it produces

NOTES
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truthful answers and thus draws out the real person. This technique 
yields maximum insight into an individual’s attitudes, interests 
and personality traits. The interviewer is allowed maximum freedom 
in determining what will be discussed during the interview to 
probe an individual’s personality in depth. Obviously, the major 
problem is that it requires skilled and experienced people for 
administering and interpreting it. Also the value of standardisation 
is lost in the non-structured type.

• Semi‘Structured interview: Most Hrms today use interview that 
falls somewhere between the two extremes discussed above. Usually 
the interviewer has in mind a prepared outline of topics to be 
covered during the interview and also has the freedom to deviate 
from the plan and to determine the depth to which, a topic will be 
pursued for each candidate, at the time of interview itself.

• Stress interview: It is a more complex and sophisticated technique 
of interviewing. The interviewers create stressful environment 
for the candidate throu^ interruptions, criticism, by asking him 
for solutions for tricky situations, by rapidly firing questions. While 
interviewing, the intervewer may hand the applicant an object 
and say, ‘Here, sell this to me,” and may then raise unreasonable 
objections during his marketing presentation. This technique is 
used for selecting the marketing personnel who are supposed to 
work under stressful conditions in actual selling situations. The 
stress interview needs to be planned, administered and interpreted 
by well trained interviewers.

• Rating scales: One shortcoming of the interview is its tendency 
to lack objectivity, a defect that can be reduced throu^ rating 
scales. These are so constructed that interviewers ratings are 
channelled into limited choice of responses. For instance, in evaluating 
an applicant’s general appearance, an interviewer is forced to 
choose one of the three answers nicely dressed, presentable, untidy. 
It results in more comparable ratings of the same individual by 
different interviewers. One drawback of the rating scale is the 
lack of precise description of many personal qualities. It is a good 
practice, therefore, to encourage interviewers to explain ratings 
in writu^ whenever they feel that the comments are needed. Elxamples:

□ Enthusiasm: Bored, somewhat indifferent, normal enthusiasm, 
sparkling effervescence.

□ Judgement: Jumps to conclusions, less than sound reasons 
for opinions; sound opinions and reasons, excellent judgement 
and uses reasons as problem solving device.

NOTES
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□ Marketing drive: Low, normal, above average, pushes himself.

□ Attitude: Negative and complaining, pessimistic, positive 
and healthy, strong loyalty.

Guidelines for interviewing: Some general guidelines that will assist 
one in doing the effective interviewing are suggested below:

• Prepare for the interview: Effective interviewing requires adequate 
pie-planning to be done prior to the interview. This involves 
renewing the job description, the company’s personnel policies 
and procedures and existing data about the candidate. The review 
will enable the interviewer to determine exactly what he wants 
to know about the candidate and prepare the topics for discussion.

• Established rapport: A pleasant relaxed atmosphere must be 
established during the interview. The interviewee must be made 
to feel at ease by asking general questions about his family, 
education, experience, that is the subjects about which most 
people feel free to talk about. A quick review of the interviewee’s 
application form may suggest a suitable opening for it. A pleasant 
rapport between interviewer and applicant must be maintained 
throughout the interview.

• Listen and observe: It is important for a successful interviewer 
to be a good listener and good at observation. He begins to learn 
about the candidate, as soon as, he enters the room-Is the applicant 
dressed appropriately? Is he/she poised and confident? Alert? 
Observation provides many a clues about the personality of the 
applicant. For instance, clasping and unclasping of hands, fidgeting, 
not maintaining eye contact are sighs of nervousness, uncertainty 
and lack of confidence.

• Taking few notes: Most interviewers will need to refer to notes 
about the performance of the candidate at the time of the interview, 
for evaluating him, for selection decision. However, taking notes 
during an interview distracts the applicant and slows down the 
tempo of the interview. So, in most of the situations, candidate 
should be marked on the evaluation sheet after he/she has left 
the room.

• Select a suitable environment: The interviewer must make 
sure that the setting is appropriate and conducive for interviewing 
and there are no interruptions durii^ the interview.

NOTES

Psychological Tests
Use of psychological tests as selection tool, though still in its infancy, 
is increasing for the reasons like-greater importance being given to
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selection as the marketing management is becoming more formalised, 
rising cost of selection and training, increased size of marketing force 
and increased knowledge of psychological tests and their applications. 
Psychological testing refers to having the recruit answer a series of 
written questions, the proper answers to which have been previously 
determined. The major purpose of testing is to identify and measure 
more accurately, the various aspects of person’s behaviour such as intelligence, 
achievements, interests aptitude, personality traits, etc. It requires trained 
specialists for designing, administering and interpreting the psychological 
tests.
Factors conducive to successful testing: The existence of following 
conditions are conducive to, a successful testing programme:

• The firm hires a relatively large number of men and its cost of 
training per person is quite high.

• The firm is hiring young inexperienced men about whom little is 
known.

• The persons being selected are not likely to be test wise, i.e. 
danger of faking is minimised.

• The executives responsible for interviewing the recruits are not 
adept at discovering personality traits and selling aptitude.

Marketing of 
Telecom Products

NOTES

• In companies, where the cost of a man’s future development is 
* high, the expense of testing may be a small insurance premium, 

just to be more accurate in judging a candidate.
Types of Psychological Tests 

(i) Tests of Ability: Tests of Mental ability 
Tests of special abilities
Attitute tests 
Personality tests 
Interest tests

(«) Tests of Habitual 
Characteristics

(Hi)
(i) Tests of mental ability: Give the administrator some idea of the 
man’s present abstract intelligence. These tests arel designed to show 
how well a person reasons, thinks, and understands and thus measure 
the abilities like problem solving and learning. Beyond a minimum level, 
this type of intelligence is seldom of vital importance in selling. In the 
alternate, if the marketing job requires a man with higher than average 
intelligence, because of its being a complex job, then probably such intelligence 
tests should be made a part of the selection process.

Achievement Tests
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Tests of special abilities: These tests measure the marketing aptitude 
and the special abilities required for a person to be successful in marketing 
position. Marketing aptitude tests are designed to find out the recruit’s 
behaviour in certain common selling and social situations. One such 
test asks, “You are a marketing clerk. The best of your response to the 
customer’s objection, ‘It is not exactly what I want’, would be:

• Do let me show you another style that is very popular this 
season.

• This is the latest style.

• I am song you didn’t like what we have.

• We expect another shipment of articles next month.

Many marketing managers administer their own informal aptitude tests 
by way of a situation in which they give a product to the recruit and 
say, “Here, sell this to me.” General marketing aptitude tests are used 
for measuring the basic qualities of a good marketingman and specially 
designed marketing aptitude tests are used for measuring special qualities 
required for a particular type of marketing job of a company.

Hi) Tests of habitual characteristics : These tests gauge how the 
prospective employee would normally act in his daily work, i.e. when 
he is not at his best behaviour.

Attitude tests: Are more appropriate as morale measuring techniques. 
They are used to ascertain employee’s feelings towards working conditions, 
pay, advancement opportunities and like. Used as marketing personnel 
selection device, they make limited contribution by identif3nng abnormal 
attitudes on general subjects.

Personality tests: Success in selling depends mainly on the multitude 
of behaviour traits called personality. By adroitly asking many questions 
concerning what the test taker would do in certain situations, how he 
feels about certain things and what his attitudes are towards various 
occurrences, the test hopes to uncover specific personality traits. These 
tests attempt to identify and measure the traits like stability, tact and 
diplomacy, self-sufficiency, self-control, dominance,'initiative, etc. The 
obvious difficulties in using these tests are first in stating precisely 
what aspects of personality are true job qualifications and then finding 
and designing tests which would measure these aspects correctly. These 
tests need to be administered and interpreted by skilled testers.

Interest tests: The basic assumption implicit in the use of interest tests 
is that a relationship exists between interest and motivation. Hence, if 

two persons have equal ability the one with greater interest in a particular 
job will be more successful marketingman. Interest tests measure the

NOTES
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extent to which one’s interests are similar to those of successful people in 
a given occupation: Probably, a person who scores low on an interest test 
will not make a good marketingman. These tests are relatively easy and 
inexpensive to administer.
(jii) Achievement tests: Provide an assessment of expertise, an applicant 
possesses in such areas as customer relations, marketing channels, product, 
etc. These tests seek to determine how much an individual has learned 
from his education, training and his knowledge about certain subjects.

NOTES

Evaluation of Psychological Tests
Tests to be used for selection of marketingmen are evaluated on the 
basis of following criteria.

• Validity: A test is valid if it actually measures what it is supposed 

to measure. Following are the three ways to check the validity of 
a test ; (a) A test is given to the present marketing force and test 
score of successful marketingmen is compared with the score of 
unsuccessful marketingmen. If there is close correlation between 
the score and job performance, the test is a valid test, (b) A test 
is given to all the-applicants, but the test scores are withheld 
from the persons matting the selection decision. After the new 
marketingman have begun work, their performance is compared 
with their test scores. Again the degree of correlation will reveal 
the validity of test. Another way to validate a test is through the 
use of control groups. One group of marketingmen is choosen by 

making, use of tests along with other tools in the selection process, 
additionally a control group is hired without the benefit of testing. 
The job performance of both the groups is compared, after a period 
of time to determine the validity of test.

• Test reliability: It refers to the consistency of test results. A test 
has reliability, if an individual gets approximately the same score 
on subsequent retesting in the same type of tests. Perfect reliability 
is given the maximum score of I. The tests having the reliability 
near one, are considered as reliable tests for use in selection 
process.

• Test objectivity: If the scorer’s opinion does, not affect the test 
score, it is an objective test. For a good test, it is important to 

have high objectivity.

• Time effort and cost: Of administering the tests must be compared 

with their benefits.
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How the psychological tests should be used: Any test should be Analysis, Recruitment
and Selection

used only as an aid to judgement, and definitely should not be the
as .<

deciding factor in determining who should be hired. It is a mistake to 

automatically accept or reject a given applicant on the basis of his test 
scores. They are a tool to assist the marketing executive in selecting 
the right kind of marketingmen, but they should not relied upon the 
exclusion of other tool. Test results may help in avoiding a serious 
error, but they must not make the selection decision for the manager. 
Marketing executives need to recognise the fact that psychological 
testing, although capable of making a valuable contribution, is but one 
step in the selection system. The marketing manager should not believe 
that the best score on a test means that the man is the best prospective 
employee. All that can be said is that a man does or does not fall 
within a range and all those” who do fall within that range should be 
judged as being equally qualified for the job. Test results should be 
used to probe deeper into any questionable areas.

NOTES

SUMMARY

Attracting and selecting new marketing personnel is an important aspect 
of the marketing manager’s job.

Selection is a step-by-step procedure that the marketing managers go 
through to staff the marketing organisation.

The job analysis relates to the identification of job objectives, duties and 
responsibilities, analysis of working conditions, performance norms and 

the position in the organisation hierarchy to identify the reporting relations.

Recruitment advertisements usually include information about the company, 
nature of the job, specific qualifications required and compensation.

The basic objectives of the selection process is to gather information 
about the applicants for marketing job, which is used for predicting their 
success/failure probabilities.

Short application form is ordinarily used as an initial screening device.

The interview is the most widely used selection tool and in some companies, 
it comptises the entire selection system. This tool may be used as preliminary 
interview for initial screening of applicants and plays an important part 
in the subsequent stages of the hiring process as final interview.

A test has reliability, if an individual gets approximately the same score 
on subsequent retesting in the same type of tests.
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What is the nature of the marketing job?1.

What are the various activities involved in managing the marketing force?2.NOTES
3. What is the basic responsibility of a marketing man?

4. Explain the term recruitment.

6. What are the frequently used sources of marketing man?

6. What do you mean by selection?

7. Discuss some commonly used selection tools.

8. What are the various guidelines used in interviewing?

9. “Careful selection is important, but not essential, in building an effective 
marketingforce. Improper selection of marketing people can be overcome 
by a good training programme, sound supervision and an excellent compensation 
programme.” Do you' agree? Discuss.
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4.0 Learning Objectives

4.1 Introduction

4.2 Logic of Training

4.3 Training Process

4.4 Areas of Marketing Training

4.5 Process of Identifying Timing needs

4.6 Job Description/Task/Knowledge Skills/Attitudes Analysis

4.7 Methods of Identifying Training Need

4.8 Learning Styles

4.9 Designing and Conducting the Programme

4.10 Trainfer’s Abilities

4.11 Traning Follow Up

• Summary

• Review Questions

4.0 LEARNING OBJECTIVES

After going through this chapter, you will be able to:

• understand the logic of training.

• explain the process of training.

• discuss about various areas of marketing training.

• describe the process of identifying needs.

• understand how to design and conduct the programme.

• discuss about training follow up. i

i *
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If you ask any marketing person or a marketing manager about how did 
they learn the selling skills, majority of them will answer, by experience’. 
The statement, however is really useful when we learn the correct things 
by experience and more importantly when we are able to use the lessons 
successfully. But what happens when we make mistakes? Next time we 
dont do the same mistake and we say, “I learned it all the hard way.” 
It is suggested that, as training manager, you should be sure to check 
what he learnt the hard way.
There are marketingmen who have never learnt the art of closing their 
marketing. There are others who have talked too much for all the years 
they were in selling. In fact, there are still many more, who, never 
discovered the best way to sell or manage their time. Experience alone 
is perhaps never sufficient. We all have to learn from the knowledge and 
experience of the others. This is where the right training can make a 
difference. Training can help transform a below-average marketingman 
to an average marketingman, or the average marketingman to sell higher 
and the top marketingman to reach newer heights.
In a competitive market, marketing training can bridge the gap between 
success and failure. Customers generally evaluate a companys product 
based on the marketingman s performance, confidence or lack of confidence, 
inability to fully explain the product benefits, etc. When the market is 
competitive the customer may place the order with marketingman who 
performs better than the other in a marketing interview.

NOTES

4.2 LOGIC OF TRAINING
It must be clearly understand that a training programme is just a small 
portion of the total learning experience of any participant. Before any 
participant attends a training programme, the trainer must identify specific 
area of knowledge, skills, or attitude in the participant that needs to be 
improved. After the training programme, it is expected that the participants 
have gained the required knowledge, skills or attitudinal change.

Total Value of 
TrainingBefore the Training After the TrainingTraining

However, the more important part is when the participant uses this new 
knowledge, skills and attitude at his work place to get better results, 
than he was getting prior to training. These results will benefit the 
organization and will add more value to the organization. Thus to consider 
the total value of any training, it is important to consider the sequence
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of training activity in its totality, i.e., before the training, the training 
event and after the training.

4.3 TRAINING PROCESS NOTES

Training can be defined as learning to change the performance of people, 
doing certain tasks. From this definition we observe that training revolves 
around helping people to learn so as to improve their performance. 
The training process can be broken down into four major steps, for 
easy understanding. These steps are, identifying training need .designing 
the programme, conducting the programme, training follow up. Apart 
from the above distinctive steps, a trainer must have knowledge about' 
adult learning styles, so that the programme can be tailored as per 
requirements. Diagrammatically, the training process can be represented 
in the following manner:

Idenl'fying Performance 
* Opportunity or Problem

i
Identifying 

Training Needs

T
What Knowledge 

and Skills are Required

i
Developing Training 

Resources

Assembling Training 
Materials

i
Conducting the 

Programme

T
Reviewing and Feedback

4.4 AREAS OF MARKETING TRAINING
The purpose of a marketing training programme is to impart training 
in the following broad areas mentioned below;

• Company’s knowledge -• nature of industry to which the organisation 
is related. The organisational place in its industry and industrial 
practices.
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• Product knowledge and applications.

• Marketing techniques—the selling process, negotiation skills, 
marketing presentation, handling complaints, post marketing follow
ups, etc.

• Reporting systems”
Depending upon the contents of training programme the training methods 
or technique are selected.

' NOTES

4.5 PROCESS OF IDENTIFYING TIMING NEEDS
A .training need can be defined as a gap between the desired level and 
the actual level of knowledge, skills or performance that can be bridged 
by training. The starting point for organising and conducting an effective 
training programme for the marketingmen is the careful and precise 
identification of training needs. Well intentioned, but general marketing 
training may not yield good results. To the marketingmen, it may not 
appear to be tailored to their needs, or it failed to take account of the 
special selling situations they generally face.
Thus, it is very important to perceive and identify the individual’s training 
needs and then decide about the objectives and contents of the training 
programme. The identification the marketing training needs is a rational 
undertaking and it has to be done in proper sequence, which are as follows: 
The first step in the identification of the training needs is to define the 
jobs, to be done, the specific tasks involved and the performance standards 
required. This involves writing of the jobs description.
Secondly, specifying what knowledge, skills and attitudes are needed to 
achieve the standards set for the job. Based bn the job description, a 
training needs analysis can be done setting out the knowledge, skills 
and attitudes, Some examples of such an exercise are given below:

4.6 JOB DESCREPTION/TASK/KNOWLEDGE 

SKILLS/ATTITUDES ANALYSIS
Job description: Keep Technically and Commercially Up-to-date

Knowledge Skills AttitudesTask
Ability to: self 
train, learn,
interpret and 
apply, informa
tion and use 
initiaive

Training is 
not a classroom
operation. Good 
training is 
self-inspired

Ca) Read Journals What knowledge 
and skills are
need as defined 
by the job and 
the company

(b) Attend relevant 
Meeting and 
events
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(c) Assess own tra
ining needs*with 
manager on a 
continuous basis

continuous and 
accumulative

NOTES
Job Description: Liase with Companies and Organisations

Task Knowledge Skills Attitudes
(a) Make contact 

with
Representatives

Who they are 
where they 
operate
who they know 
Who knows 
them

Establish 
mutual respect, 
Sell one self, 
Establish 
mutual 
benefits

We all need 
all 'the extra 
‘salesmen’ we 
can get

(b) Maintain cont
act for mutual 
advantages

Job Description: Sales Planning

Task Knowledge Skills Attitudes

(a) Identify target Number of unit 
sizes Location 
Present situation 
usage Future 
needs Finance

Ability to select 
priorities, good 
administration

Time, effort 
and thought 
Planning 
make the 
whole job eas
ier, more enj
oyable and 
more effective

(b) Draw up action 
plans

Company 
activities Comp
etitor activities 
Distributor invo
lvement timing 
Management 
assistance avail
able Own time 
available

Good
communication 
with managers 
and distributors 
Ability to set 
realistic objec
tives in a reas
onable time 
scale

An agreed 
plan of acti
on makes su
ccess more 
likely

(c) Plan with 
distributors

Distributor 
coverage 
Distributors 
representatives 
Credit problems 
Distributor needs

Motivation of
distributor
representatives

Liaison is 
essential for 
success
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gain if the 
complaint is 
handled 
correctly

facts, people 
and circumstan*

Date of delivery 
and manufacture 
Interpretation of 
situation 
Recommend
ations for action

ces
Empathetic 
presentation of 
information

NOTES

The customer 
should feel that 
his complaint 
has been hand
led fairly, spee
dily and symp
athetically

Laboratory report 
Interpretation of 
report Character 
of Customer Relat
ion between loss 
and views of Co.

Selling skills in 
Presenting infor
mation obtaining 
agreement with
out haggling 
Positive closing

(c) Conclude 
Complaint 
satisfactorily

Job Description: Provide After Sales Service

AttitudesKnowledge Skills .Task

Ability to select 
and priorities 
Ability to delegate

(a) Identify what 
is needed;

.(i) for personal 
. action
(ii) for distribu
tor action
(iii) for individ
ual customers

Priorities
Customer needs . 
Customer attitude

Distributor cover
age
Representative’s
abilities

Tactful delegation 
to distributor 
representatives 
training of repres
entatives

(b) Keep personal 
involvement 
to a minimum

As above

Service a tool 
to be used in 
goining and 
maintaining 
business not 
an end in 
itself

Ability to provide 
service effectively

(c) Provide first-
* 4>

class
personal ser
vices where 
necessary

Technical
knowledge
product
knowledge
Management
of finance and
economics

Use service as a 
sales aid
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Job Description: Support Promotional Activities and Participate 
in Meetings/Demonstrations

Task Knowledge Skills Attitudes
NOTES(a) Apply

Promotional 
plans in own 
district

Company plans 
Area plans District 
plans Distributor 
needs Consumer 
needs

Selling of 
promotion to: 
distributors 
representatives

Use Distribu
tors and 
Distributors’ 
Representat
ives to sell

(b) Take part in 
meetings and 
demonstrat
ions

Suitable venues 
Meeting organiz
ations press cover
age Products/syst
ems Company 
policy

Public speaking 
Discussion lead
ing Chairmanship 
Report writing

We are 
professional

Job Description: Internal Communication

KnowledgeTask Skills Attitudes

Competitors repre
sentatives 
Competitors 
customer 
Competitors 
products and poli
cies

Report competi
tor Activities to 
management

Accurate Report 
writing Objective 
interpretation

Effective action 
depends on 
accurate and 
balanced 
ReportageSuitable speak- Communication 

with third 
parties

ers

Thirdly, define what knowledge, skills and attitudes each marketingman 
has, how and what performsince standards each is achieving. The collection 
of this information requires the setting up and constant use of an 
effective marketingman performance appraisal system. It also involves 
agreement on measurement standards and techniques. Fourthly, identifying 
the training gaps in each areas of knowledge, skills and attitudes.

Fifthly, define what additional training needs arise as a result of changes 
external to the marketingman’s past achievements and standards. This 
necessitates checking on a systematic and continuous basis the directions 
and future plans for the company’s marketing planning, marketing 
planning and recruitment functions. For example; a decision to add a 
couple of products to the existing product line could involve every 
marketingman in revising his method of working, route planning and 
scheduling, thus giving rise to a new training need in the field. It is 
therefore, necessary to relate the company’s future plans to its current 
marketing force needs.
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NOTES
4.7 METHODS OF IDENTIFYING TRAINING 

NEED

For the success of any training it is of utmost importance that the training 
needs are identified, objectively and correctly. Training need analysis 
will help in identifying employees who need training and also you can 
set specific criteria’s to measure the results of training. Some of the 
methods used for identifying training needs are:

(1) Self Observation
Observations can work only when a marketingman is observed doing his 
job, continuously for a specific period, by an observer.
Advantages: Observation gives you an idea about the actual workii^ of 
a marketingman. It is a low cost technique with minimum disruption to 
the work. Also, in this technique you yourself observe the marketingman 
and thus the bias is avoided, in the observations.
Disadvantages: The major disadvantage of this technique is that the 
marketingperson may not act normally when someone is with him as lat 
feeis scrutinized. Also you may not observe all the attributes due to 
infrequency of occurrence of some attributes. Another disadvantage of 
this technique is that sometimes it is difficult to record the observation 
data.

(2) Reports
Any organization will have number of reports that record different aspects 
of job performance regularly, like, work records, marketing output, marketing 
trend, etc. A careful study of these reports can help in identifying training 
needs.
Advantages: You have a long track record of performance which can be 
used. The marketingman is not aware that you are watching him. In this 
method, you do not incur any additional cost.
Disadvantages: As the quantum of information available through the 
marketing reports is large, his method is time consuming.

(3) Surveys and Questionnaires
These are the written forms that are completed and returned either by 
the Marketingperson himself or by his manager, after filling them up.
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Advantages: These forms bring out opinions and facts about a current 
situation by questioning the people involved. These are useful in getting 
information from a large or geographically dispersed people. The 
respondents can complete them at their convenience, without any 
distraction.
Disadvantages: If the questions are not framed in a simple language, 
the respondents may not understand the questions. Secondly, only 
those people who are interested, will generally send their reply to a 
survey.

NOTES

(4) Face to Face Interviews
A face to face interview is the process of meeting a marketingperson 
individually to discuss issues that concerns him the most.
Advantages: These interviews are helpful when you are dealing with 
sensitive issues that require explanatory answers. Another advantage 
of this process is that you can clarify things by asking questions and 
also you can observe the non-verbal clues.
Disadvantages: The marketingperson may not like such interviews 
where you are making notes. Face to face interview is also a time 
consuming process.

(5) Focus Groups
In a focus group, 10-15 marketingpersons meet to discuss a topic and 
exchange views, attitudes to give suggestions. Such discussions are 
useful when handling an undefined issue.

Advantages: Focus groups offer valuable but general data. With the 
help of focus group discussions you can identify questions and issues 
that can be used to conduct specific surveys.
Disadvantages: A focus group has to be followed by other hypes of 
surveys for getting specific information. A focus group is time consuming 
and in such studies it is difficult to quantify results.
As you must have observed, you can use any or all of the above methods 
for identifying training needs. Once the data is collected, you need to 
analyze data for prioritizing different needs that may emerge. One 
important point that should be kept in mind is that during these surveys 
certain needs can emerge that cannot be handled by training. These 
may include pay increases, incentives, work conditions, etc. Therefore, 
the suggestion is that when you are analyzing data you must focus 
only on those needs that can be addressed by training.

4.8 LEARNING STYLES

When you are designing a training programme, you must keep in mind 
that different people, learn easily from different learning styles. Therefore,
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you should be able to identify the best learning style. Broadly speaMng 
any person has one of the following as dominant learning style; Activist, 
Reflector, Theorist or Pragmatist. You must appreciate the fact that 
these are the learning styles end need not reflect the personality of any 
individual.
Activist: An activist involves himself fully and without bias in new experiences. 
He is open minded, riot skeptical and is enthusiastic about anything 
new. He is happy to take problems by brainstorming. Thus, if you are 
designing a programme for an activist, be sure to include situations of 
his participation’s like, games, simulation exercises, etc.
Reflector: He likes to stand back to ponder experiences and observe 
them from varied perspectives. He will collect data, himself and from 
others, and prefer to think it thoroughly before coming to any conclusion. 
He prefers to take a back seat in meetings and discussions and enjoys 
observing other people in action. He tends to adopt a low profile. While 
designing a programme for a reflector, be sure to include actual case 
studies and experiences and guide him to make his own decisions. 
Theorist: He integrates observations into complex but logically sound 
theories. He thinks problems through in a step by step way. He likes to 
analyze and synthesize. He tends to be detached, analytical and dedicated 
to rational objectives rather than anything subjective or ambiguous. His 
approach to problems is consistently logical.
Pragmatists: He is keen on trying out ideas, theories and techniques to 
see if they work in practice. He is the sort of person who will return 
from training brimming with new ideas that he wants to try out in practice.

NOTES

4.9 DESIGNING AND CONDUCTING THE 

PROGRAMME
For training of marketing force, you can use one of the three major types 
of programmes. These methods are self study modules, class-room training, 
on the job training. However for all the programmes, the planning must 
be done comprehensively to ensure effectiveness of the training.

Self Learning Modules
In this programme, the participants are given the course material which 
they are required to study themselves. Written totes can be sent, and if 
needed audio and video cassettes can be used. This kind of training is 
useful when you want the participants’ to revise some material or you 
want to send some pre-conference study material. The major disadvantage 
of this method is that you cannot be sure whether the participants have 
actually studied the material. Also, in this method, there is no feedback.
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Each training programme needs to be individually planned based on 
the pre-decided objectives decided for the programme. However, the 
following are the important areas that can be covered in a typical 
marketing related programme:

• Company knowledge - history and future plans

• Product information

• Marketing strategies for various products

• Learning the features, advantages, benefits of products

• How to obtain interview with prospective customers

• The marketing presentation

• Different ways of finding customer’s needs

• Answering objections

• Closing the marketing presentation

• Planning geographical territory and planning each day

• Time management

• Administrative responsibilities

• Communication abilities

• Writing reports

The objective of a class room based refresher course is to reinforce 
some aspects in the marketingmen which they are likely to forget and 
also to add new knowledge and skills to the marketingmen. Thus, as 
the name suggests a refresher and development course must refresh 
the memory and develop the true potential of the marketingmen. To 
truly meet its objective, a refresher course must be based on factual 
information. Thus, complete information on marketingmen’s behaviour, 
weaknesses and general morale must be available before designing 
any refresher course. So, one of the questions that need to be answered 
for running an effective refresher course are:

NOTES

Does a salesman prepare and work his plan
Does he keep up to date records
Does he call regularly on his customers

Planning

Is his appearance professional
Does he keep his presentation material near aiid clean

Appearance

Does he have a positive or a negative attitude 
How is his response to official communication 
How much is he influenced by outside influences

Attitude
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How updated are his selling skills
Does he have knowledge of any special techniques

Selling Skills

NOTES
Once all the information is gathered, the trainer can plan different session 
of refresher course which can include case studies, role plays, syndicate 
presentations, simulations etc.

On-The-Job Training
One of the very important ways of teaching new skills to marketing people 
is through on the job field training. The important advantage of this method 
offers is that the skills are demonstrated to the marketingmen in the real 
life situation and thus the impact on the marketingmen is expected to be 
much stronger. Also the individual marketingman’s needs can be identified 
and attended to. In on-the-job or field training, the trainer can either make 
a marketing call himself which the marketingman observes and learns. In 
the other method of on-the-job training the trainer gives feedback to the 
marketingman after observing him during his marketing call. The 
marketingman, thereafter, practices the recommendations in the future calls.

4.10 TRAINER’S ABILITIES
A successful trainer needs to posses various skills to do a good job of 
training. Some of the basic things without which a trainer cannot be 
successful are, thorough job knowledge and an ability to relate to the 
actual situations the marketingman experiences. The other main abilities 
which a trainer must posses are:

Analytical Ability
A good trainer is able to analyze the situations and identify the exact 
training needs for marketingpersons. The analytical ability will help the 
trainer to focus on issues of prime importance rather than touching 
superficial issues.

Basic Educational Abilities
A trainer needs to have the knowledge about the jobs the marketingpersons 
perform. He should also know the principles of communication. It would 
be still better if the trainer has some knowledge about the adult learning.

Training Techniques
A successful trainer needs to understand what makes people learn and 
accept new things. He should have clear knowledge about the different
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techniques of training. He should be able to employ such techniques, 
for maximum results.

Ensuring Participants’ Participation
To ensure effective learning, the training session must be interactive 
where participants freely participate. Some of the methods employed 
for ensuring trainee participation are;

• Discussion Groups: Trainees are divided into groups and given 
various topics, issues etc. which they have to discuss amongst 
themselves and come up with probable solutions.

• Questions and answers period, after each session.

• Decision-making exercises, e.g. finding product benefits and 
converting them into marketing presentations for various types 
of customers.

NOTES

Demonstrations: These can be either trainees acting out certain 
role plays or video demonstrations or demonstrations by the 
trainer.

Case studies: Participate attempt to find the best possible solution 
for a real life problem.

Course Organization
Once the total written material for a course is ready, the session can 
be put into practice. A good trainer will always keep in mind some 
basic rules of organizing a training session, like:

• Punctuality is essential.

• All material related to training like, slides, demonstration pieces, 
samples, etc. , must be carefully checked before the programme.

• The room where the: training is to be held must be checked for 
adequate lighting and seating arrangements.

4.11 TRANING FOLLOW UP

Training follow up refers to the time immediately following the training. 
This may vary from, the time when learners are still a captive audience, 
to possibly months or years after the training. What happens after 
training is vital to any training session. After any training session you 
must gather and analyze feedback to review training. Measure and 
analyze results specially in relation to job performance. Provide additional 
inputs, if these has been a shortfall, of similar training programmes 
are organised in future.
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• Training can be defined as learning to change the performance of people, 
doing certain tasks.

• Observations can work only when a marketingman is observed doing his 
job, continuously for a specific period, by an observer.

• Surveys and questionneiires.
• r

• These are the written forms that are completed and returned either by the 
Marketingperson himself or by his manager, after filling them up.

• In a focus group, 10-15 marketingpersons meet to discuss a topic and 
exchange views, attitudes to give suggestions.

• Training follow up refers to the time immediately following the training. 
This may vary from, the time when learners are still a captive audience, 
to possibly months or years after the training.

NOTES

REVIEW QUESTIONS

1. How an applicant, before accepting a job, could appraise himself quality of 
training that will be provided to him?

2. Why is marketing training a continual managerial activity?

3. Why is product knowledge also considered to be a marketing related training 
need?

4. Why do marketing trainers rely so much on role-play in teaching marketing 
techniques. Discuss its advantages over other training methods?

- •
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CHAPTER 5 ONLINE MARKETING: 

E-COMMERCE
NOTES

★ STRUCTURE ★

5.0 Learning Objectives 

Introduction

Content of E-Commerce 

Content of E-Marketing

Common Characteristics and Intrinsically Relationship of E-Commerce, 
E-Marketing

Combination of E-Commerce and E-Marketing 

Developing Model of E-Commerce E-Marketing 

Summary 

Review Questions

5.1

5.2

5.3

5.4

5.5

5.6

5.0 LEARNING OBJECTIVIES
After going through this chapter, you will be able to:

• define e-commerce and e-marketing,

• discuss about the contents of e-commerce and e-marketing.

• focus on analyzing the common characteristics and the inherent 
relationship between e-commerce and e-marketing.

• explain the concept of e-commerce e-marketing.

• describe the relationship between e-commerce e-marketing and 
e-commerce.

5.1 INTRODUCTION
In the 1970s, electronic data interchange (EDI) and electronic funds 
transfer (EFT) was as to e-commerce system prototype between businesses 
had emerged. Along of computer was extensively applied, network 
was popular and maturity, credit card was applied, e-commerce was
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supported and promoted by government, the e-commerce has entered a 
period of rapid developing. At the same time, e-marketing was as to a 
developing product of network technology, it had become a major marketing 
tool in information economical era, and it had been widely used in every 
field. In this chapter, analyzed the basic content of e-commerce and e- 
marketing, and analyzed the same points and internal relationships of 
them, focused on the integration developing issues of them.

NOTES

5.2 CONTENT OF E-COMMERCE
What’s the e-commerce? Up to now, there is no united or standard definition. 
Now, according to the definitions of e-commerce given by researchers, 
the world authority organizations and institutions, enterprises and individuals 
etc., we give out the definition of e-commerce from our own comprehension 
below;
We think that the definition of e-commerce should emphasize three points. 
The first is that e-commerce has business background because it is a 
business model. The second is that e-commerce has internet characters 
because it is based on network background, especially internet to realize 
business activities. The third is that e-commerce has electronic (numerical) 
character because that the information in the e-commerce is transmitted 
by electronic' form.
So, we think that the e-commerce means electronic business activities by 
using modern communication technology, especially internet. It is not 
only an electronic transactions based on browser/server(B/S) applications 
but also a promotion business model setting on modern information technology 
and information system, and so as to be electronic business activities. 
Simply, e-commerce means the whole business activities process using 
electronic tools, especially internet, to realize Commodity exchanging in 
high efficiency and low cost.

5.3 CONTENT OF E-MARKETING
What’s the e-marketing? Up to now, there is no united or standard definition. 
But, from the very definitions given now, we find out that, e-marketing 
is not only including the professional works that the marketing department 
deal with in marketing operating, but also it needs the cooperation by 
the relation business department such as procurement departments, producing 
department, financial department. Human Resource department. Quality 
supervision management department, product developing and designing 
depeu^ment etc., and according to the demand of marketing to redesign 
and recreate the enterprise business standard by using computer network.
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so as to adapt to the demand of digital management and business in 
the network knowledge economy era.

So, e-marketing is the strategy that the agency or organization uses 
the modern communication technology methods to exchange the potential 
market into reality market. It is an important part of the whole marketing 
strategy, and it is a kind of marketing tactics to realize the marketing 
goals based on Internet. The network marketing is that we can use 
Internet making continuously services in the every step of products 
pre-selling, products selling and products after-selling. It runs in the 
whole process of business operations and includes the search for new 
customers, service for old customers. It is the process which is based 
on modern marketing theory and uses of Internet technology and its 
functions to meet needs of customers, in order to realize the goals of 
developing new marketing and increasing operating profit.

NOTES

5.4 COMMON CHARACTERISTICS AND 

INTRINSICALLY RELATIONSHIP OF 

E-COMMERCE, E-MARKETING
Although, there are many clearly distinctions between e-commerce 
and e-marketing in concept content, purpose, work theory, aim, 
implementation environment, message type, degree of integrating (such 
as SCM, CRM, ERP) etc. But, they are a pair of closely relating concepts 
and have many similar characteristics. Following, we will focus on 
analyzing the common characteristics and the inherent relationship of 

. them.

Common Characteristics of E-commerce and E-marketing

They have same basic theories such as computer science, management 
science, information system, economics, marketing, financial 
accounting, as well as sociology, linguistics (involving the translation 
of international trade), robotics, operation research/management 
science, statistics, public policy etc.

They have same basic technologies such as modern communication 
technology, computer network technology, especially the internet 
technology, Web technology, wireless network technology, database 
technology, electronic payment technology, security technology 
etc.

They have similar content of business activities because of having 
same function of promotion, such as displaying of e-commerce 
product, web site promotion, product marketing information 
transporting etc.

1.

2.

3.
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They have same invisible characteristics because of the data expressing 

and transmitting are all electronically.

They have same across temporal and spatial characteristics. Scale 
of operation is not restricted by time and geographical.

They ail can achieve low-cost. Both of them all have a “no inventory” 

feature, and very low cost advertising and operating.

They all can change the operation mode of enterprise, and will 
promote the enterprises to reform the model of business and 

management.

They all can well reflect the thinking of SCM, CRM, ERP and 
other modern management science. All of them can enhance the 
integration of multi-services such as product, supply, marketing, 
close customer relationship, understand and predict customer’s 

demand, promote the management innovating.

4.

5.

NOTES

6.

7.

8.

The Intrinsically Relationship Between E-commerce and 

E-marketing
E-marketing is the integral part of e-commerce, and e-commerce includes 
e-marketing. E-marketing will be the entry point of small and medium 
enterprises to carry out the e-commerce when the overall environment 
of e-commerce is not yet very mature. Therefore, the e-marketing is as 

a method of the enterprise management to realize commodity exchange, 
obviously, it is the very important and basic internet business activities 

of enterprise e-commerce activities. We can say that e-marketing is an 

important means of implementing e-commerce, and the e-commerce is 
the advanced stage of e-marketing developing, so carrying out marketing 
e-commerce cannot separate from the e-marketing, but the e-marketing 
does not equal to the e-commerce. Figure 5.1 gives out relationship of 
e-commerce and e-marketing, and we can obtain from figure 5.1.

Information flow relating 
external customers

— E-marketingLogistic

Product flow Information flow relating 
internal operationsE-commerce

Finance flow
Information fkw relating 
back-end service chainInformation flow

Figure 6.1. Relationship between e-commerce and e-marketing
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E-Commerce5.5 COMBINATION OF E-GOMMERCE AND 

E-MARKETING

Concept of e-commerce e-marketing
Based on concepts of e-commerce and e-marketing, we believe that 
e-commerce e-marketing refers to new comprehensive marketing model 
which is based on e-commerce and uses every kind of e-marketing 
methods and means to achieve online business activities. So, the content 
of e-commerce e-marketing should include three aspects: First, e-commerce 
insists e-marketing.

Second, e-marketing is the core business activities of e-commerce. Third, 
the combination of e-commerce and e-marketing will give e-commerce 
new contents, expand e-commerce extension, accelerate the using of 
e-marketing methods, create integrated and comprehensive modern 
new marketing model which is e-commerce e-marketing.

NOTES

Relationship Between E-commerce e-marketing and 

E-commerce
E-commerce e-marketing is different from a single e-commerce or 
e-marketing, but it is an integrated e-marketing method by integrating 
onling business managing and transactions activities. It not only has 
the functions of general e-marketing, but also should have the full 
functions of e-commerce. E-commerce e-marketing is the advanced form 
of e-commerce, it has more abundant content than e-commerce, but it 
belongs to e-commerce in extension. And, e-commerce e-marketing is 
different from e-commerce and other e-marketing. The relationship 
between them shows in figure 5.2.

n^ork technologies 
marketing theories etc.

e-marketinge-commerce

e-commerce e-marketing

Figure 5.2. Relationship between e-commerce e-marketing and e-commerce,
e-marketing
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E-commerce e-marketing is the e-marketing in the environment of 
e-commerce, its smooth developing requires supporting by e-commerce 
platforms, and requires supporting by external basic environment such 
as banks, trading centers, and laws and regulations, policies relating to 
e-commerce, a certain number of internet companies and the number of 
internet users, the necessary internet resources etc, and requires supporting 
by the internal basic conditions such as the concepts and strategies of 
operating and managing, information technology etc.

In theory, no matter what kinds of e-marketing to take, as long as they 
links to the internet, the enterprise has the basic conditions to develop 
e-marketing, and it can make initial marketing activities such as publishing 
some supply and demand information on internet, and exchanges with 
customers by e-mail, etc. However, an enterprise wants to carry out 
e-commerce e-marketing, in addition to build e-commerce platform firstly,- 
but also needs to make a series of analysis and comparison, and needs 
to make e-marketing programs according to the enterprise demands and 
internal conditions. Generally, there are four programs on building 
e-commerce platforms to be adopted by enterprises, and the workflow of 
e-commerce e-marketing^can be divided into three main stages, it shows 
in table 5.1.

NOTES

Table 5.1: General workflow of e-commerce e-marketing

three
stages

Market analysis and 
research

Constructing e-commerce 
platform

Implementing e-commerce 
e-marketing

content of analysis 
and research
1. product character
istics
2. competing enviro
nment
3. fanancial condition
4. Humman resources

four plans to construct 
•ing e-commerce platform
1. e-commerce platform 
owned by the enterprise
2. third-party e-commer
ce platform
3. collaborative e-comm- 
erce platform
4. interncetional e-com- 
raerce platform

steps to implement 
e-commerce e-marketing
1. information collecting
2. information publishing
3. Web promoting
4. online negotiating and 
signing of contract
5. online transacting and 
paying
6. Commodities Transpo
rting and after-sale
service

content
(work
steps)

5.6 DEVELOPING MODEL OF E-COMMERCE 

E-MARKETING

While the management philosophy is continuously improving, the method 
of modern management science is innovating, the information network 
technology (especially wireless network technology) is developing and is
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E-Commercebeing applied, e-commerce e-marketing will be developed toward the 

integrating direction, and it must gradually form an integration. that 
the wire network and wireless network co-exists, internal management 
and external commodity trading' and marketing activities coordina
tes, e-commerce and e-marketing gradually integrates. This shows in 
figure 5,3.

1. Integration of every component. The model is an organic 
integration of the various parts, the e-commerce, e-marketing, 
internal management and external customers is linked by wireless 
or wired network, to coordinate with each other and interrelated.

NOTES

e<ommerce
customization, negotiation, 
execution and Vietnam, 
payment and settlement, 
commodity distribution, 
jfter-saies service etc. y

,/ e-marketir>g

variety of 
\ e-marlteling 
\methods ,

Wreiess
netvrork Wreiess 

, network

(^Custome^
J^^ustome^...

\A^re network Wire network
'•s.

— internal management

ERR CRM, SCM, other management science' 
methods, enterprise culture management 
concepts and mechanisms, information and 
other basic conditions

\Mreiess
network / Wireless 

network(^^^storne^''
^^^Cu^ome^

e-commerce e-marketing

Figure 6.3. Developing model of e-commerce e-marketing

2. Network. It is mainly linked by wired network between internal 
departments (module), but it is mainly linked by wireless network 
between external customers, to realize trade activities, marketing 
activities, personalized services and negotiations.

3. Fiinctions of each part. E-commerce module should have functions 
that meet customization needs of customers, business negotiating, 
online signing, online payment and settlement, commodities 
distributing and logistics services, after-sale service etc. E-marketing 
module should have functions such as search engine marketing, 
online advertising and other “wired” e-marketing, as well as 
short message marketing and other “wireless” e-marketing methods. 
A variety of online marketing methods are more flexible and 
integrated application. Internal management module should 
comprehensive use ERF, SCM, CRM and other advanced modern
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management science methods to make the internal enterprise 
management, and at the same time, it integrated with the corporate 
culture, management philosophy, manageraent system, information 
technology infrastructure and other aspects.

E-commerce has closest internal relationship with e-marketing, to combining 
both of them, to make e-marketing based on e-commerce, is conducive to 
play the functions of each other and the overall advantages. This is not 
only useful to accelerate the development of e-commerce, to promote 
innovation of e-commerce application model, but also is useful to promote 
improving of e-marketing methods, and at last, ultimately to promote 
the new economy era coming quickly.

NOTES

SUMMARY

• So, e-marketing is the strategy that the agency or organization uses the 
modern communication technology methods to exchange the potential market 
into reality market.

• Based on concepts of e-commerce and e-marketing, we believe that e- 
commerce e-marketing refers to new comprehensive marketing model which

- is based on e-commerce and uses every kind of e-marketing methods and 
means to achieve online busirless activities.

• E-commerce e-marketing is different from a single e-commerce or e-marketing, 
but it is an integrated emarketing method by integrating onling business 
managing and transactions activities.

• E-commerce has closest internal relationship with e-marketing, to combining 
both of them, to make e-marketing based on e-commerce, is conducive to 
play the functions of each other and the overall advantages.

REVIEW QUESTIONS

What is e-commerco?1.

2. What is e-marketing?

3. Wliat is the importance of e-commerce in e-marketing?

4. What are the common characteristics of e-commerce and e-marketing?

5. What is the difference between e-commerce and e-marketing?

i
'1
I
\
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and Distributic.,CHAPTER 6 DIRECT MARKETING AND 

DISTRIBUTION
NOTES

★ STRUCTURE ★

6.0 Learning Objectives 

6-1 Introduction

6.2 Direct Marketing

6.3 Assessing the Criteria

6.4 Channel Marketing

6.5 The Value of Channel Members

6.6 Channel Resources

6.7 Enhancing the Customer/Client Experience

• Summary

• Review Questions

6.0 LEARNING OBJECTIVES
After going through this chapter, you will be able to:

• define direct marketing.

• explain various examples of direct marketing like internet 
marketing, face-to-face selling direct mail and telemarketing.

• discuss the concept of channel marketing.

• discuss about the type of resources that marketing channel offers.

6.1 INTRODUCTION
This chapter deals with the study of direct marketing and distribution. 
Direct marketing occurs when the ‘producer’ connects with the end 
user. Direct marketing is not synonymous with mass marketing. Examples
of direct marketing include internet marketing, face to-face selling\
direct mail, catalogs and kiosk marketing. Apart from this, you will 
come to know about the channel marketing. Channel resources and 
the way of enhancing the customer/direct experience.

Self-Instructional Material 85



Marketing of 
Telecom Products 6.2 DIRECT MARKETING

Direct marketing occurs when the “producer” connects with the end 
user. The end user may be a consumer or a business. Direct marketing 
applies to product and service oriented businesses, and to nonprofit 
organizations. In all situations, there is no intermediary involved. Direct 
marketing describes this interactive communication with the end user. 
Direct marketing is not synon3nnous with mass marketing. The most 
effective direct marketing takes place when there is a clear connection 
to reach the target market.
Organizations may use several ways to leverage direct marketing as 
they communicate with and deliver products to their customers. This 
may include using a direct sales force, catalogs, websites, email, direct 
mail, telemarketing, seminars, trade shows, and other “one-to-one” techniques 
to communicate and sell to their customers and clients.
Some of these direct marketing methods have grown dramatically, especially 
with the growth of marketing over the Internet. There is evidence that 
other direct marketing approaches have diminished, such as reports 
that the response to direct mail is often below one percent compared to 
the five-plus percent response rate numbers more commonly experienced 
in the past. Companies may choose to leverage direct marketing exclusively. 
Examples include:

NOTES

(1) Internet Marketing
The Internet has revolutionized direct marketing for promoting the sale 
of products and services to targeted audiences. Access to the Internet 
provides users with services in four basic areas; information, entertainment, 
shopping, and individual and group communication.
Online channels can eliminate geographic considerations. With this capability 
people around the world have the same access as the person across the 
street. Many businesses that can sell their products and services through 
downloading or can economically ship those products have discovered 
an entirely new way to market.
The Internet makes direct marketing easier, more targeted, more flexible, 
more responsive, more affordable, and potentially more profitable than 
ever. Virtually every business should seriously consider the Internet as 
a part of their marketing mix and determine if it is a viable fit for direct 
marketing.

(2) Facc'to-Face Selling
The most traditional direct marketing involves the in-house sales force 
personally contacting potential and established consumers. Examples of
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organizations that use face-to-face selling include Mary Kay, Avon and 
Amway.

(3) Direct Mail
NOTESDirect mail is described as sending information about a special offer, 

product or sale announcement, service reminder, or other type of 
communication to a person at a particular street of electronic address. 
Historically direct mail has existed in the form of printed materials, 
but CDs, audio tapes, video tapes, fax mail, email and voice mail are 
also used in direct mail campaigns. For example, America Online experienced 
a highly successful campaign through mailing out CD-ROMs to prospective 
customers. Direct mail permits high target-market selectivity; it can 
be personalized, it is flexible, and it allows early testing and response 
measurement to take place. A highly selective and accurate mailing 
lists often determines the success of direct mail efforts to enhance 
response rates and control costs.

(4) Catalogs
Product catalogs are another version of direct mail where the catalogs 
are the communication tool. The most common use of this approach 
involves featuring a variety of products that target the needs of a 
specific audience who have shown a propensity to order from catalogs. 
An increasing number of business-to-business marketers are sending 
catalogs on CD-ROM to prospects and customers. The average U.S. 
household receives more than 50 catalogs each year ranging from general 
merchandise (Spiegel and J.C. Penny) to specialty goods (Pottery Barn 
and PC Connection).

(5) Telemarketing
The process of contacting people on a qualified list to sell services 
over the phone has grown in popularity to the point that the average 
household receives 19 telemarketing calls each year. Successful 
telemarketing campaigns depend on a good calling list, an effective 
script and contact structure, and well trained people that are compensated 
and rewarded for making calls that result in salek The telecommunications 
industry including AT&T, MCI/WorldCom and Sprint has used 
telemarketing extensively to attempt to increase their market share.

(6) Direct-response Advertising
Direct-response advertising is communicating with potential buyers 
through television, radio, magazines, and newspapers. The prospective
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consumer watches, hears, or reads about the product or service and 
initiates a call to a toll-free number to place their order. Television, for 
example, offers a wide range of exposure, from a 30-second commercial 
to a 60-minute infomercial.

NOTES
(7) Kiosk Marketing
Customer order machines, versus vending machines that actually provide 
products, are another form of direct marketing. Examples of kiosks range 
from computer terminals in Eddie Bauer stores so customers can order 
from the entire line of products not available in the retail store to Florsheim 
Shoe Company kiosks placed in airports for home or office delivery. 
Your bank’s automatic teller machines (ATMs) placed in convenient and 
high traffic areas are another example of kiosk marketing. A combination 
of these direct marketing techniques may offer the optimal revenue generation 
solution.

6.3 ASSESSING THE CRITERIA
One of the first criteria for direct marketing is to have a consistent 
custorher profile available describing the dominant target markets. This 
information must have sufficient detail to support a customer database. 
The customer database quantitatively captures the key characteristics of 
prospects and customers who are most ready, willing, and able to purchase 
your product or service. It may offer demographic information about 
their age, income, education, gender, and previous mail order purchases. 
In concert with this information, this customer database identifies those 
customers that possess these characteristics:

• Have purchased recently.

• Have purchased most frequently.

• Spend the most at each transaction.
This database is used to accomplish the following:

• Identify prospects.

• Decide when a customer needs a specific offer.

• Enhance customer loyalty.

• Stimulate repeat purchases.
Access to a customer database is the first step. The next set of criteria 
includes enhancing customer value through one or more of the following 
factors:

• Customized product and service solutions.
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• Personalized interaction before or during the actual transaction.

• The development of expertise within an industry or based on 
specific issues.

• Individualized distribution processes accompanied by customized 
marketing offerings.

When these criteria are met, the organization may be able to leverage 
areas of expertise, economies of scale, and have the potential to build 
customer loyalty. An organization may be able to achieve greater target 
market precision through direct marketing than it can experience through 
a mass marketing or channel marketing approach.

NOTES

6.4 CHANNEL MARKETING
Many producers of products and services do not sell directly to their 
end users. They use a marketing channel. In its most simplistic form, 
a marketing channel performs the work of moving goods from producers 
to consumers.

A marketing channel includes one or more marketing intermediaries 
performing a variety of functions. Each channel member:

1. Provides value;

2. Performs a function; and,

3. Expects an economic return.

Channel marketing most often relates to the sale of products. However, 
it is not limited to the distribution of physical goods. Providers of 
services and ideas also benefit from channel marketing. For example, 
banks and credit unions depend on a network of ATMs to offer their 
services. Financial management and insurance organizations disseminate 
information through systems provided by other vendors. Health and 
medical organizations depend on a network of providers to offer their 
services. In the cases above, channel marketing offers better services 
at costs lower than offerings without the assistance of channel members. 

Organizations can achieve differentiation through their distribution 
channels. Each of these channels may offer different coverage, expertise, 
and performance. They may also realize economies of scale that channels 
of distribution often offer. Marketing channel decisions are among the 
most critical decisions facing an organization. The chosen channels 
intimately affect all other marketing decisions. The oi^anization’s pricing 
depends on whether it uses mass merchandisers or high-quality boutiques. 
The firm’s sales force and advertising decisions depend on how much 

- training and motivation the dealers need.

1
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Channel Title Channel’s Role Do they carry 
inventory?

Do they offer 
financing?

BrokerNOTES Brings buyers and 
sellers together

No No

Distributor Allocates goods to 
wholesalers or to 
retailers

Yes Potentially

Facilitator Assists in the dist
ribution process

No No

Manufacturer’s
representative

Represents and sel
ls for several manu
facturers to perform 
the same functions 
of an internal sales 
force

No No

Merchant Purchases inventory 
to resell

Yes Potentially

OEM—Original
Equipment
Manufacturer

Initial producer of a 
product who agrees 
to allow another 
entity to include, rem
anufacture, or label

Yes Potentially

6.5 THE VALUE OF CHANNEL MEMBERS
Channel intermediaries offer contacts, experience, specialization, and 
economies of scale to organizations that cannot offer these attributes on 
their own. Marketing channels allows producers to realize the benefits 
that only larger organizations may be able to support. Each of the 
intermediaries provides value. The marketing intermediaries offer value 
in the form of:

Information: Collect and disseminate marketing information about 
potential and current customers, competitors, and other aspects 
in the marketing process.

Promotion: Develop and share marketing communications designed 
to inform and attract customers.
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Negotiation: Reach final agreement on the price and other terms 
of the transaction.

.1

Funding: Acquiring access to funds to finance inventories at 
different levels of the marketing channel.

Risk taking: Take on risks associated with performing the functions 
of the channel. Obsolete or damaged inventory, bad debt, and 
slow payment are a few examples of this risk.

Physical possession: Store and move products from raw materials 
to the final customers.

Pa3Tnent options: The buyers’ payment of their bills to the 
sellers through banks and other financial institutions.

Title: Transfer title of ownership from one organization or person 
to another.

NOTES

6.6 CHANNEL RESOURCES
In a functional sense, these are some examples of the types of resources 
that marketing channels offer. Each adds value to the promotion, the 
transaction, or the services associated with the purchase:

• Accounting services

• Advertising planning assistance

• Catalog services

• Co-op advertising programs

• Consumer advertising

• Data processing programs and systems

• Dealer shows and events

• Drop-ship programs

• Employee training
• Financing

• Forms and printing assistance

• Insurance programs

• Inventory control systems

• Management consultation services

• Merchandising assistance

• Ordering and processing systems

• Point-of-sale identification
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* Private-label merchandise

• Store planning and layout

Through their acquired expertise and economies of scale, channel members 
offer these activities more efficiently than many organizations, particularly 
smaller ones, could provide on their own. The marketing channel allows 
the producer and the channel members do what they each do best in 
higher volumes.

NOTES

6.7 ENHANCING THE CUSTOMER/CLIENT 

EXPERIENCE

Channel marketing proves to be a “fit” if the process better responds to 
the desires of the target market than the organization could alone. An 
organization must answer the question: “Will our customers or clients be 
better served by channel members rather than having us perform these 

functions?”

• Lot size: How many “units” does the end user want per transaction? 
A household may purchase one personal computer per transaction. 
The customer service department of Eddie Bauer may purchase 

20 personal computers at a time. Channel members may have systems 

designed to address the needs of both.

• Waiting time: The speed of providing faster service may be magnified 
through the systems that channel members offer.

• Location: Getting the product in the right place at the right time 
' is important. Arranging for “authorized dealerships” throughout a

wide geographic area allows products to be conveniently and affordably 

accessible to customers.

• Product variety: The ability to purchase other products from a 

retail store may enhance the sales and/or margins of all products 
offered by attractir^ customers who appreciate the variety of products.

• Service support: Channel members may be better equipped to 
offer add-on services. This may include.advertising, credit, delivery, 
installation, and repair to enhance the overall value provided to 

the customer.

The first step is to select intermediaries that complement the product 
or service. These channel members should have the goal of offering attractive 

attributes to the end user.

Channel members also need to be motivated to-continue to provide value. 
Motivation typically exists in the form of profitability through stimulating

\
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sales. The overall goal is to build long-term and supportive relationships 
among channel members that are successful for all involved.

SUMMARY NOTES

This chapter deals with the study of direct marketing and distribution.

The Internet has revolutionized direct marketing for promoting the sale 
of products and services to targeted audiences.

The most traditional direct marketing involves the in-house sales force 
personally contacting potential and established consumers.

Product catalogs are another version of direct mail where the catalogs 
are the communication tool.

The process of contacting people on a qualified list to sell services over 
the phone has grown in popularity to the point that the average household 
receives 19 telemarketing calls each year.

Many producers of products and services do not sell directly to their end 
users. They use a marketing channel. In its most simplistic form, a 
marketing channel performs the work of moving goods from producers 
to consumers.

Channel marketing proves to be a “fit” if the process better responds to 
the desires of the target market than the organization could alone.

REVIEW QUESTIONS
1. What do you understand by direct marketing?

What do you understand Internet Marketing?
Write the short notes:
(a) Face-to-Face Selling
(b) Direct mail
(c) Catalogs
(d) Telemarketing
(e) Direct-response Advertising 

(fl Kiosk Marketing
Write the short note on channel marketing.
Which t)T)e of resources does marketing channel offer?

2.

3.

4.
5.
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CONSUMER PROTECTION
CHAPTER

NOTES

★ STRUCTURE ★

7.0 Learning Objectives

7.1 Introduction

7.2 Common Unethical Practices

7.3 Factors Behind Ethical Practices

7.4 Marketing Ethics—Important Issues

7.5 Conclusion

• Summary

• Review Questions

7.0 LEARNING OBJECTIVES
After going through this chapter, you will be able to:

• define marketing.

• discuss about ethics in marketing.

• explain the concept of 4P’s of marketing mix.

• discuss about the factors behind unethical practices.

• discuss about the important issues in marketing ethics.

7.1 INTRODUCTION
Marketing is the task of creating, promoting and delivering goods and 
services to consumers and businesses. According to American Marketing 
Association “Marketing is the process of planning and executing the 
conception, pricing, promotion and distribution of ideas, goods and services 
to create exchanges that satisfy individual and organizational goods.” 
Or Marketing is societal processes by which individual’s group structure 
procures what they need or want freely exchanging goods and services 
value of it. A number of distinct functions come under it like—Product 
development, Distribution, Pricing, Promotion and Sales.
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Jow the question arises why should marketers worry about ethics? 
Vhat role do the moral values play in an economic system? Is it the 
leed of the hour to be ethical while marketing? Is it the competitive 
uressure/ legal laws, which force them to consider ethics in marketing, 
r they have realized that in the changing climate of consumerism,^ 
'hey have to adopt ethical view to understand and meet the need of 
1st century customers.

Ithics in marketing is not all together a different concept or it is not 
erforming marketing with a different concept/style but simply— “It 
3 the function and process of marketing keeping to the standard norms 
f it and achieving the ends through a sound means.” 

s we know that the focal point of ethics is ‘normative’ (‘what ought’ 
D be) rather than ‘what is’. Though the ideal situations may vary from 
roup to group and from time to time. Therefore, the marketers who 
•ish to avoid criticism from competitors, customers. Government, other 
cakeholders must follow some ethics.

NOTES

.2 COMMON UNETHICAL. PRACTICES
^e will see these practices under 4 P’s of marketing mix—

Product Price PromotionPlace

Quality 

Features 

Warranty 

Brand name 

Size

Packaging

Design

List Price 

Discount 

Credit terms 

Payment-period

Sales promotion 

Advertising 

Public relation 

Direct Marketing

Channels

Locations

Inventory

Transportation

lerefore, the common unethical practices are:

' 1. Duplication of original brands,

2. Inadequacy and insufficiency in warranty offering time and service.

3. Not producing quality product.

4. Question mark on products safety.

5. Unauthorized manufacturing of hazardous products.

6. Production of non-bio-degenerate plastic products, which causes 
environmental pollution.

7. Discrimination in pricing.
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8. Differentiation in pricing.

9. Excessive mark up prices.

10. Misleading and deceptive advertisement.

11. False promises.

12. Lower the dignity of women. ’

13. No fairness, transparency in relations with suppliers and retailers.

14. Artificial scarcity.
This is an established fact that the right action is the one, which produces 
the good results for the most people in specific situation. This can be a 
useful guide to develop and form marketing ethics.

NOTES

7.3 FACTORS BEHIND ETHICAL PRACTICES
If the marketers want to run their business successfully in the long 
term, they must behave ethically; there are some crucial and pragmatic 
reasons which give backing to the application of ethical standards in 
marketing area like.

1. To collect the power by society: Society gives the power to 
marketers, which they earn by their own efforts and influence so 
they should utilize their power in socially responsible and acceptable 
manner, otherwise they might lose it.

2. Goodwill of the organization: Nowadays image, goodwill, reputations 
is big asset for any organization. As marketing executives represent 
whole organization and on the basis of contacts with them, society 
builds up the image of such company so they should be highly 
ethical and carry out the business in a dignified manner.

3. Government regulations:

Management
shows
unethical
behavior

Rigid tradeGovernment 
control and 
regulations

Ineffective
marketingand♦ *

less freedom

Therefore to avoid more government regulations they should become 
self-reg;ulatory by living up to the ethical mark up.

4. Build up transparency: As unethical practices like misleading 
ads, low quality products, misleading package labels etc. are spreadii^ 
rapidly, buyers become more suspicious while buyii^, therefore 
the big marketers and business leaders must take them into confidence 
by keeping high levels of transparency, convince the public that 
they are aware of their social responsibility and they will fulfill 
it because without society business cannot survive.
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As it is absolutely clear from the above discussion that ethical behavior Ethics in Marketing and 
shown by the marketers is the need of the hour, still unethical practice 
are seen here and there and again there are some weighted reasons 
such as—

(a) People used to consider ethics and profits to be inconsistent 
and to some extent contradictory to each other. Though this 
concept is losing its effectiveness in 21®* century scenario but 
still there is quite often little likelihood of immediate economic 
return to be more ethical than your competitor. All business 
men are bound to follow certain laws which we say the smallest 
part of ethics, now if we decide to be more ethical in the market 
than others whether we are going to get profit or loss?

(b) llie existing environment in particular industry firms may sometimes 
be dominant and influence the executives to behave in that particular 
prevailing practice.

(c) Acute competition-To cope with acute competition in the market 
and survive, marketers may practice unethical marketing.

Consumer Protection

NOTES

7.4 MARKETING ETHICS—IMPORTANT ISSUES
Marketing ethics can be best understood in the light of its all-marketing 
mix-product, price, place, promotion and people.

(1) Ethical Product
Product is the first and foremost important element of marketing mix. 
A product is anything that can be offered to a market to satisfy need 
*or want. The producers know more about the product than the buyer, 
so he should be extra careful as not to break the trust of the buyer. 
Chonko (1995) has given some conditions, which should be considered 
while product development—

(a) Initiation of the Idea—Whose creativity, is involved behind 
the idea to develop the product?

(b) Planning and Screening of Product Design—Which criteria 
the firm follows—only profitability and not safety utility or keeping 
a balance between profitability and safety-welfare? This stage 
depends upon the status of the in-company investments. The 
moment when the economics of scale are achieved, the company 
shows more concern for utility and safety of the product.

(c) Development of the Product—If little attention is paid to the 
way consumers would actually use the products, the marketers 
must be ready to bear the consequences of failure of the product
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so the crux of marketing ethics says that extra precautions ar«i 
required in product development and evahiation.

Marketing Strategy—Which kind of marketing strategy shoulc 
be adopted? How much strong is the product to face the competition* 
Are extra efforts needed in marketing strategy to compensate 
some of its weak points? Or do you think you should be hones 
about its weak points? As the very success of any product depends 
upon its marketing strategy so it is required to answer all the 
above questions before adopting any one.

Introducing the Product in the Market—Should the companj 
go for test marketing? What should be the sample size then? Shoulc 
the company be transparent about its policies and strategies? Art- 
they aware of the risks?

Decline Stage—How the company should react in product decline 
stage? Should they go for some fair treatment try to overcome 
with decline stage? Do the companies follow pushing strategy te 
push the product by devious means, once a letter product is available 
in the market?

(d)

NOTES

(e)

if)

(2) Ethics in Pricing
Price is a critical element of marketing mix which produces revenue. I 
communicates to the market the company’s intended value positioning 
of its product or brand. A firm must set a price for the first time wher 
it develops a new product or when it introduces its regular product int( 
new distribution channel. Companies generally do not go for a single 
price rather a price structure that has some variations according tc 
purchase timing, order levels, geographical demands, and market segment 
requirement like—

• Price discounts

• Discriminatory pricing

• Geographical pricing

At this stage ethics comes into the picture. Here four major areas arc 
most common in which unethical practices in pricing may occur—

(a) Price Discrimination: It occurs when a company sells a product 
service at two or more prices that do not reflect a proportions 
differences in costs but it becomes illegal when seller offers differenti 
price terms to different people within the same group.

(b) Predatory Pricing: Selling below the cost when just having thc- 
intention to destroy competition.'

98 Sijtf-lnstructiorxal Mvlvi ial



Ethics in Marketing and 
Consumer Protection

(c) Deceptive Pricing: Deceive the customers to show them the 
wrong picture about the prices either by—

• Low price offer

• Inflated price

• Price Fixation: Prices are fixed at certain levels by firms 
either by—
(i) Horizontal price fixing—To fix the prices at artificially 

high levels.
(ii) Vertical price fixing—Price fixing agreements between 

manufacturers and retailers or between manufactures and 
distributions. It says that product will be sold at the 
manufacturer’s suggested price and will not be discounted 
by the retailer or wholesaler.

Here the concept of distributive justice given by John Rawl’s can be 
applied as we say if unique universal pricing is established, then it 
would be against the distributive justice. On the other hand if a favourable 
price is providing towards the weaker section, though it would be a 
sort of discrimination but this would provide a desired justice to the 
weaker segment of society and this would be anywhere consider as 
ethical.

NOTES

V(3) Ethical Promotion
Promotion plays an important role in marketing of any product/service. 
It would come up with perfect outcomes only if the perfect means 
would have been adopted. Promotional mix consist of sales promotion,
advertising, sales force, public relation, direct mail etc.•
Promotional claims must be of such type that the reality of the company 
and its standard must match. Symmetry of information between the 
buyer and seller is an essential prerequisite for the ethicality of market 
system. Unethical promotions are those where the company’s offer 
varies significantly from its claims.

(a) Ethical Issues in Advertising: Advertising is multi-dimensional. 
It is a form of mass communication, a powerful marketing tool, 
a component of the economic system, a social institution, an art 
form, an instrument of business management, a field of employment 
and a profession or advertising can be defined as any paid form 
of non-personal presentation of ideas, goods and services by an 
identified sponsor.

As earlier mentioned. Ethics is a choice between right and wrong, 
good or bad. It is governed by a set of principles of moralities 
at a given time, at a given place. Ethics is related to group
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behavior in ultimate analysis. Advertising too has ethical values. 
Advertising communication is a mixed form of arts and facts. In 
order to be customer-oriented an advertisement will have to be 
truthful and ethical. It should not mislead the consumers. If so 
happens the credibility is lost. Advertisement’s truth is to be judged 
and viewed from the consumer’s point of view, not in the narrow 
legalistic framework. As we can say that in advertisement field, it 
is very difficult to establish a clear line of demarcation between 
what is true and what is untrue. Advertisement is judged by its 
impact, by its acceptance, by the consumers, what it promises to 
provide must be actually there in the performance of products.

As advertising is a social process, it must honor time-tested norms 
of social behavior and should not affront our moral sense. Advertising 
play two important functions:

Economic

NOTES

Social

Functions Functions

(b) Economic Functions: The very basic function of all the advertisements 
is to promote any product/service by its unique strategies. So the 
advertisement agencies must accomplish all the ad’s with:

• Communicating properly and effectively

• Communicating to right people

• Communicating right message

• Put across thru brilliant and persuasive language

• Not only marketing the products but introducing and spreading 
corporate ethos and corporate philosophy.

(c) Social Functions: Advertising must reflect the cultural values of 
that society as ads affect not only the core cultural values but 
successful advertisement is consistent with society cultural values. 
It can transfer some cultural values of one society to another at 
a given point of time.

(4) Ethics in Channel
How to place your products and services cannot be overlooked because 
until and unless the product is well placed, the desired outcome not be 
received. To reach a target market, the marketer used three kinds of 
marketing channels—

(a) Communication Channels: Deliver and receive messages from 
target buyers and these include newspapers, magazines, radio, 
T.V. etc.
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(b) Distribution Channels: These are used to sell or deliver product 
services to the buyers or users. They include distribution, 
wholesalers, retailers and agents.

(c) Service Channels: These are used to carry out transaction with 
potential buyers like banks, insurance, transportation companies 
etc.

Marketers clearly face a design problem in choosing the best mix of 
communication, distribution and the service channels for their offerings 
and here the scope of unethical practices may occur. Channel decisions 
taken by companies are very much influenced by companies’ systematic 
and unsystematic factors.

Once anyone supplier, wholesaler starts unethical practice, it would 
substantially reduce competition. Though it is hard to identify the 
unethical distribution strategies but when unethical means of expansion 
becomes the rule of the day it evaporates competition.

NOTES

7.5 CONCLUSION
Marketing ethics is a sub-set of business ethics and examines the moral 
issues relating to marketing decisions made by organizations. Although 
its roots can be traced back to the 1960s, marketing age is believed to 
have come of age only in 1990s, thanks to extensive research on the 
subject carried out in the decade before.

SUMMARY

• Marketing is the task of creating, promoting and delivering goods and 
services to consumers and businesses.

• Ethics in marketing is not all together a different concept or it is not 
performing meirketing with a different concepystyle but simply— “It is 
the function and process of marketing keeping to the standard norms of 
it and achieving the ends through a sound means.”

• Society gives the power to marketers, which they earn by their own 
efforts and influence so they diould utilize their power in socially responsible 
and acceptable manner, otherwise they might lose it.

• Marketing ethics can be best understood in the light of its all-marketing 
mix-product, price, place, promotion and people.

• Product is the first and foremost important element of marketing mix.
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A product is any thing that can be offered to a market to satisfy need oi 
want.

• Price is a critical element of marketing mix which produces revenue. li 
commimicates to the market the company’s intended value positioning o- 
its product or brand.

• Promotion plays an important role in marketing of any product/service. I 
would come up with perfect outcomes only if the perfect means would havt 
been adopted.

• Marketing ethics is a sub-set of business ethics and examines the mora 
issues relating to marketing decisions made by organizations.

NOTES

REVIEW QUESTIONS

What do you mean by meirketing?
/
Explain the ethical issues in marketing in class. 

What are general unethical issues in marketing? 

Discuss some factors behind ethical practices 

What do you mean by marketing ethics?

1.

2.

3.

4.

5.
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NOTES

★STRUCTURE ★

8,0 Learning Objectives

8.1 Introduction

8.2 Marketing and Individual Welfare

8.3 Marketing and Societal Welfare

• Summary

• Review Questions

8.0 LEARNING OBJECTIVES
After going through this chapter, you will be able to:

• discuss about unfavourable views of marketing.

• discuss about advertising and promotions.

• explain guidelines offered by Federal Trade Commission (FTC):

• discuss about marketing activity.

8.1 INTRODUCTION
Sometimes criticized for its impact on personal economic and social 
well-being, marketing has been said to affect not only individual consumers 
but also society as a whole. This section briefly examines some of the 
criticisms raised and how governments, individuals, and marketers 
have addressed them.

8.2 MARKETING AND INDIVIDUAL WELFARE
Criticisms have been leveled against marketers, claiming that some of 
their practices may damage individual welfare. While this may be true 
in certain circumstances, it is important to recognize that, if a business 
damages individual welfare, it cannot hope to continue in the marketplace 
for long. As a consequence, most unfavourable views of marketing are 
criticisms of poor marketing, not of strategically sound marketing practices.
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Others have raised concerns about marketing by saying that it increases 
prices by encouraging excessive markups. Marketers recognize that consiimers 
may be willing to pay more for a product—such as a necklace from Tiffany 
and Co.—simply because of the associated prestige. This not only results 
in greater costs for promotion and distribution, but it allows marketers 
to earn profit margins that may be significantly higher than industry 
norms. Marketers counter these concerns by pointing out that products 
provide not only functional benefits but symbolic ones as well. By creating 
a symbol of prestige and luxury, Tiffany’s offers a symbolic benefit that, 
according to some consumers, justifies the price. In addition, brands may 
symbolize not only prestige but also quality and functionality, which 
gives consumers greater confidence when they purchase a branded product. 
Finally, advertising and promotions are often very cost-effective methods 
of informing the general public about items and services that are available 
in the marketplace.'
A few marketers have been accused of using deceptive practices, such as 
misleading promotional activities or high-pressure selling. These deceptive 
practices have given rise to legislative and administrative remedies, 
including guidelines offered by the Federal Trade Commission (FTC) 
regarding advertising practices, automatic 30-day guarantee policies by 
some manufacturers, and “cooling ofr periods during which a consumer 
may cancel any contract signed. In addition, professional marketing associations, 
such as the Direct Marketing Association, have promulgated a set of 
professional standards for their industry.

NOTES

8.3 MARKETING AND SOCIETAL WELFARE
Concern also has been raised that some marketing practices may encoiirage 
excessive interest in material possessions, create “false wants,” or promote 
the purchase of nonessential goods. For example, in the United States, 
children’s Saturday morning television programming came under fire for 
promoting materialistic values. The Federal Communications Commission 
(FCC) responded in the early 1990s by regulating the amount of commercial 
time per hour. In many of these cases, however, the criticisms overstate 
the power of marketing communications to influence individuals and 
portray members of the public as individuals unable to distinguish between 
a good decision and a bad one. In addition, such charges cast marketing 
as a cause of social problems when often the problems have much deeper 
societal roots.
Marketing activity also has been sometimes criticized because of its control 
by strong private interests and its neglect of social and public concern. 
While companies in the cigarette, oil, and alcohol industries may have 
significant influence on legislation, media, and individual behaviour,
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organizations that focus on environmental, health, or education concerns 
are not able to wield such influence and often fail to receive appropriate 
recognition for their efforts. While there is clearly an imbalance of , 
power between private interests and public ones, in the late 20th century, 
private companies have received more praise for their marketing efforts 
for social causes.

NOTES

SUMMARY

Criticisms have been leveled against marketers, claiming that some of 
their practices may damage individual welfare.

Marketers recognize that consumers may be willing to pay more for a 
product—such as a necklace from Tiffany and Co.—simply because of the 
associated prestige.

Concern also has been raised that some marketing practices may encourage 
excessive interest in material possessions, create “false wants,” or promote 
the purchase of nonessential goods.

Marketing activity also has been sometimes criticized because of its 
control by strong private interests and its neglect of social and public 
concern.

REVIEW QUESTIONS

Discuss the social aspects of marketing.

What does marketers recognize about customers.

1.

2.
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ASPECTS OF MARKETING
i

NOTES

★ STRUCTURE ★

Learning Objectives 

Introduction

Contemporary Marketing Promotions are Unethical 

Harm Caused by Marketing Promotions 

Ecological Impacts of Commercial Promotions 

Impacts of Commercial Promotions on Consumer Value 

Impacts of Commercial Promotions on Commercial News 

Social Impacts of Commercial Promotions 

Consumer Protection 

Consumer Rights

Legislation for Consumer Protection

Summary

Review Questions

9.0
9,1
9.2
9.3
9.4
9.5
9.6
9.7
9.8
9.9

9.10

9.0 LEARNING OBJECTIVES
After going through this chapter; you will be able to:

• discuss about marketing promotions.

• discuss about the goal of commercial promotions.

• describe the harms caused by marketing promotions.

• discuss about the impact of commercial promotions on consumer 
value.

• describe consumer protection.

9.1 INTRODUCTION
Marketing promotions—namely commercial advertising and public relations— 
have a negative impact on our environment, on our society and on our 
personal lives. There is a common assumption that these negative results 
of promotional marketing are a necessary evil that is part of any advanced
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capitalist society, but this assumption does not hold true. Capitalism 
ioes not require aggressive and harmful commercial promotions in 
jrder to succeed at maintaining a competitive market. Promotional 
narketing is an unnecessary negative force that should be replaced 
with a system of consumer education based on independently produced 
consumer reports.

Ethics and Legal 
Aspects of Marketing

NOTES

.?.2 CONTEMPORARY MARKETING PROMOTI
ONS ARE UNETHICAL

rhere is a joke that “marketing” and “ethics” are antonyms. Even if 
such comments are popularly accepted, it is not fair to. assume that 
he practice of promotional marketing is unethical without a critical 
examination of the current industry. To begin, we need to understand 
«ome specific realities about the promotions industry.

Ilommercial Promotions

1. Are extremely expensive: Although the cost of marketing 
promotions may vary in different industries and business, the 
amount of money spent on promotions within an economy is 
substantial. Because promotions are competitive and a profitable 
investment, spending on promotions has steadily increased over 
the past four decades and will most likely continue to increase 
in the near future. This massive amount of spending is a large 
part of what makes promotions so powerful.

2. Effectively persuade people to modify their behaviour: The 
goal of commercial promotions is to change the perceptions of 
consumers; so many businesses would not invest so much money 
on something that did not achieve its goal. The historical success 
of the promotions industry is a simple proof that promotions 
work at effectively modifying people’s behavior as planned. Because 
promotions can enter consumer’s long-term memory and subconscious, 
the affects of promotions on consumers may not seem obvious, 
but the prescribed changes in buying habits—such as switching 
brands, trying new products or increasing quantity of purchases 
—prove their success. Although people do have self-control and 
freewill to make their own choices, the techniques for persuasion 
used by the promotions industry do effect how consumers practice 
their free-will. By applying scientific research, well-proven theories, 
and extensive strategy development, promotions can increase 
“brand equity^, which is a mythical ‘added value’ to a product. 
Irrational brand associations and brand loyalty demonstrate that
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promotions have a psychological impact on consumers’ minds, 
persuading them to see ‘added value’ where no perceivable value 
exists. Promotions modify how consumers perceive the world, which 
in turn, affects how they choose to behave.

3. Persuade people to do things that may not be in their best 
interest: Promotions are often based on scientific market research 
and persuasion theories from psychology. According to mainstream 
persuasion theory, there arc two main types of persuasion, central 
route and peripheral route. Central route persuasion uses reason 
to argue its point while peripheral persuasion uses emotion, superficial 
judgement and assumption. For example, a central route argument 
would be “Our burger contains less grams of fat than theirs” and 
a peripheral route argument would be “The Backstreet Boys think 
our burger is awesome!” While many promotions will use some 
central route persuasion messages, the majority of the messages 

present in a promotion, (including visuals, music, style, and other 
subtle forms of communication) use peripheral route persuasion. 
These techniques are scientifically researched and proven to convince 
a consumer by accessing their unconscious mind and avoiding rational 
thought or analysis. Since the decisions a consumer may make... 
based on peripheral route persuasion do not require reason, the 
consumer may make decisions that are in conflict with their own 
best interests. Examples of such self-inflicted harm include: purchasing 
goods that do not actually serve ones’ needs, spending more then 

one can afford, and choosing foods that are of poor nutritional 
value.

4. Promote consumerism and materialism: As Sergio Zjnnan, former 
chief Marketing Officer of the Coca-cola company suggests that 
“The only thing... that any marketing person should care about is 

real consumption”. In order for commercial promotions to work, 
thay must convince the consumer to sooner or later purchase something, 
thus every promotion must promote consumerism. There is nothing 
inherently wrong with consumption; every person needs to consume 

to stay alive and support his or her basic needs. The issue here is 
that consumerism encourages shopping for its own sake, rather 
than as a means to an end. Consumerism is the assumption that 
purchasing things is good, whether or not the product or service 

satisfies any practical need. Consumerism is the mentality that 

drives recreational shopping and unnecessary purchasing. Effective 
product promotions must also give high value to a material good 

to succeed in persuading a consumer that it is worth purchasing.

Marketing o/' 
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NOTES
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thus promotions must promote materialism. Again, the importance 
here is that commercial promotions encourage the valuing of 
material things for their own sake, whether or not they serve 
any practical purpose. Materialism is the belief that goods are 
valuable as symbols of success and that other subjective and 
personal definitions of success are less valuable because they 
cannot be measured.

NOTES

5. Are very inefficient at informing consumers: Commercial 
marketers do not want consumers to be critical of their product 
or service, they just want consumers to buy it. If we compare 
the amount of useful consumer information presented in a consumer 
report to the information present in the average advertisement 
or press release, it is very obvious that marketers are not in the 
business of informing consumers. In many cases, promotions 
provide little or no useful information and actually distract consumers 
from critical thinking and knowledge. Promotions use peripheral 
route persuasion to train us to make decisions not based on 
research and knowledge, but on recommendation and reaction, 
{e.g., The celebrity endorsement, the questionable “professional” 
recommendation, a model’s looks, a ‘Teel good” idea, etc). Promotions 
work best when consumers are not critical, therefore promotions 
generally encourage ignorance.

6. Use their power for commercial interests first: Commercial 
advertising and public relations are services paid for by businesses 
to help the businesses make more profit in a competitive market. 
The goal of making profit must come first before social benefits 
or a company may lose sales to another competitor that is solely 
profit driven. Commercial promotions are always for the benefit 
of business—positive social goals are secondary at best .a goal, 
never primary. As one former PR representative explained “The 
job had one goal: make you care about the things my clients 

cared about, even if they were inconsequential to your life.”

7. Will continue to become more intrusive and pervasive:
Promotions compete for consumer attention and acceptance. To 
gain an advantage over competitors, marketers search out new 
methods and spaces where they can reach consumers with their 
commercial message. The continual process of finding new places 
to advertise is called “Ad Creep”. Any space that can be purchased 

that gives one marketer and advantage over another marketer, 
will be sought out and appropriated. For example: ads and PR 
can now be found in school text books, hospitals, religious events.
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and even tattoos. Without some form of government regulation, 
there is no reason why marketers should ever stop seeking out • 
new spaces to promote their clients interests.

NOTES
9.3 HARM CAUSED BY MARKETING 

PROMOTIONS
With the above six facts in mind, we can now discuss ethical issues 
raised by contemporary marketing promotions. Personal Impacts of 
Commercial Promotions:

• Poor Mental health—Unrealistic ideals created by glamour ads 
perpetuate personal disappointment, (“I don’t look like that, I am 
ugly. I don’t have that. I’m poor”.)

• Poor nutrition—Consumerism perpetuates unhealthy eating habits. 
The aggressive marketing of high quantity “junk” food attracts 
attention away from the fundamentals of healthy eating. (Candy 
instead of fruit. “Super size it” Order in or takeout, no suggestions 
for healthy quantities).

• Exhaustion and stress—Consumers are often over-work to support 
their shopping habits and material desires. The more consumers 
want, the more they must work, the less time they have for themselves.

• Poor money management—Consumerism and lack of fiscal education 
leads to over spending (‘Buying things will make you happy so 
keep buying’).

• Reduction of happiness—Materialism and consumerism are 
encouraged over proven methods for personal happiness [Psychology 
study needed! (e.g., Shopping rather then picnics, shows and movies 
rather than talking conversations).

• Personal experiences are devalued—Moments and events with 
family and friends are made less personally meaningful because of 
fabricated associations to a brand, product or service (e.g., “Miller 
time”,“a Kodak moment”).

• Loss of childhood innocence—Ads manipulate and exploit children 
before they can learn to defend themselves against promotional 
tactics. Children are influenced by persuasive messages that are 
not in their best interest.

• Invasion of privacy and mental concentration—Ads are often 
unwelcome messages that cannot be avoided, (e.g., Animated billboards 
on busy highways, pop-up ads on websites, pages of ads in magazines, 
commercials in the middle of movies, etc).
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PROMOTIONS

* Depletion of natural resources at unsustainable rates:
Consumerism is best served with disposable items rather then 
reusable ones. Throwaway products are cheaper to produce, more 
convenient and do not require the expense of reuse processing. 
Disposable products create an end to the cycle of natural resource 
replenishment. As well, the manufacturing of goods also requires 
immense amount of energy, which often come from depleting 
fossil fuels. The promotion of consumerism is the promotion of 
environmental destruction. Beyond consumerism, advertisements 
and PR events themselves waste natural resources. For example; 
print ads, flyers, and direct mail ads all waste paper and product
give-away are usually in non-recyclable containers.

/
• Increases pollution, from, manufacturing and. transportation 

of goods: The process and energy of production and distribution 
create many hazardous by-products, such as COg, ...

NOTES

9.5 IMPACTS OF COMMERCIAL PROMOTIONS 

ON CONSUMER VALUE

• Corruption of the Free Market: Marketing promotions persuade 
using tactics that avoid critical comparisons of value thus allowing 
inferior products to win in the marketplace. Consumers compare 
campaigns rather than products, which means the better promotion 
may win in the market, rather then the better product. Competition 
of promotion rather than product causes the free market to fail 
in providing the consumer with the best value.

• Decreased product value: Companies invest capital into their 
marketing that could be used to improve or discount the product. 
In effect, when consumers buy, they are spending money on 
promotions that they do not need and most likely do not desire.

9.6 IMPACTS OF COMMERCIAL PROMOTIONS 

ON COMMERCIAL NEWS

• Commercial news communicate spectacle rather then 
knowledge: Commercial publishers and broadcasters tailor news 
and magazines for advertising potential rather then public value. 
Editors choose content that will get the most ratings, rather
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than what is most important or useful to a diversity of people. 
This is why commercial news content often concentrates on simple 
spectacular stories about scandal, disasters, sex, violence and dramatic 
events with compelling imagery that consistently attract attention, 
but which actually have little importance or use to most readers 
and viewers. As, Tom Brokaw of NBC News said, today’s media is 
“not about news, its about filling up air time”. This is why stories 
are often formulaic and lack balance and sophistication which might 
turn off some audiences or advertisers but would increase diversity 
of thinking and perspectives to help a society flourish with insight 
and knowledge.

• Commercials force broadcast news to be overly concise: The 
high number of advertisements in broadcast media take up space 
and time that force restrictions on the real content and fragment 
the flow of discussion. Complex concepts, new ideas and important 
context cannot be developed in the short time available between 
frequent commercials.

• News is biased towards the interests of the advertisers: Many 
news editors modify and select stories to make sure they dp not 
offend their major advertisers.

• Poor journalistic integrity: PR professionals use their expertise 
and extensive resources to provide large quantities of news content 
to the press. These unannounced commercial messages {i.e., 
“advertorials”) unfairly manipulate readers who grant the commercial 
messages with trust they would reserve for journalistic content.

• Ads distract attention from news content: The dramatic design 
and prominent placement of ads can distract audiences from articles 
they would have otherwise been interested in.

NOTES

9.7 SOCIAL IMPACTS OF COMMERCIAL 

PROMOTIONS

• Disintegration of community: Marketing emphasizes individual 
materialism over community values and causes people to ignore 
their common public interests. The private is given much more 
attention then the public. (E.g., bottled water rather then tap 
water, cars rather than public transit, bookstores rather then libraries, 
etc).

• Injustice: Marketing promotions use public media to promote
trivialities while serious social concerns are ignored. As a former 
PR man states: if the most important news actually made it
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into the paper, everyday the front-page headline would read, 
“The developing world still isn’t using condoms, the industrial 
world is living beyond the planet’s means, and none of us will 
care how our stocks are doing when we’re on our death beds.”

• Loss of human values: Promotions drown out the voices that 
speak of human values, such as empathy and solidarity, which 
are the basis for a wise and humane society. Marketing teaches 
us values that serve business and ignore values that serve humans. 
They teach us to ignore the needs of our peers and to compete 
for material status. Consumerism and materialism are short 
sighted, inhuman and unwise values to base a culture on and 
will not help us solve global issues such as overpopulation, violent 
conflict, disease, malnutrition and global warming.

• Promotion of stereotypes: Large-scale promotions usually aim 
for the largest and/or most profitable target groups. To effectively 
convince these mass groups marketers must present ideas with 
which consumers are already familiar with. This often means 
the supporting of common assumptions even if they are negative 
and/or inaccurate. (E.g. woman do the house cleaning, men are 
callous and insensitive, male Caucasians are the boss, etc.)

• The objectification of people, {especially women): Advertising 
often portray woman as submissive sex objects with little to 
know reference to their personality, skills or intelligence. The 
heavy use of models teaches consumers to appreciate people 
more for their appearance then the inner qualities. Such superficiality 
is unfair to those without natural idealistic looks and does not 
encourage the development of pleasant social personalities.

• Degradation of culture: Public social events are degraded by 
fabricated associations to a brand, product or service. Rather 
then Just remembering an event or activity for its social, personal, 
cultural and/or intrinsic values, corporate messages, whether 
consciously or not, are forced into our mental scheme, tainting 
the memory, {e.g., Demaurier Jazz, Nike sports. Miller time, a 
Kodak moment).

NOTES

9.8 CONSUMER PROTECTION
“A customer is the most important visitor on our premises. He is not 
dependent on us. We are dependent on him. He is not an interruption 
in our work. He is the purpose of it. He is not an outsider on our 
business; he is a part of it. We are not doing a favour by serving him.
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He is doing a favour by giving us an opportunity to do so.” —Mahatma 
Gandhi.
“Consumer is God” Philip Kotler has realized the most important fact 
about marketing that even the best marketing department in the world 
cannot compensate for other departments lacking a customer orientation.
If we compare the consumer of 21st century and earlier days, we find 
today, the consumers are very much aware of their rights, they are 
organized as well as educated. In today’s globalisation era, the consumers 
have a lot of choices to make decisions and select the product and 
services of their own choices.
As mentioned earlier about the various unethical practices by marketers 
and the exploitation of consumers have led to the creation of the consumer 
movement or is named as “ Consumerism.”
Philip Kotler says, “Consumerism is an organized movement of citizens 
and government and to enhance the rights and power of the buyer in 
relation to seller.” Peter F. Drucker, “Consumerism is the shame of total 
marketing concept. Consumerism should be, must be and 1 hope will be 
an opportunity of marketing, this is what we in marketing have been 
waiting for.” Consumerism is the range of activities, a catchword to 
describe a variety of distinct phenomena which are designed to protect 
the consumer from the unlawful practices of the business that infringe 
upon their rights as consumers.
Consumerism describe the kind of phenomenon in which buyers try to 
attain a marketing system which guarantees to consumer the right to 
safety, the right to be informed, the right to choose, the right to be heard 
etc.

Marketing of 
Telecom Products

NOTES

Evolution of more sophisticated 
and educated buyers

Organised and collective 
activities to correct 
marketing functions

Public skepticism about 
* business practicesConsumerism4-

Legislative move towards 
consumer protection

Now-a-days business firms are changing their attitudes towards consumerism. 
They are taking it more positively and tr3ring to improve the situations 
by following the consumer’s need, requirements, demands etc.
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In the present scenario, the consumer policy issue, consumer protection 
is no longer confined to local or national boundaries. As consuihef is 
exposed to global product and services, therefore consumer issues too 
need to be studied and understood in the global context.

In this regard, the United Nations has been guiding all the member 
nations since very long. It has adopted a set of general guidelines for 
consumer’s protection which are-

1. Physical safety.

2. Promotion and protection of consumer’s economic interest.

3. Standards for safety and quality of consumer’s goods.

4. Distribution facilities for essential consumer goods and services.

5. Education and information programme.

6. Measures relating to specific areas (food, water, harmful drugs 
etc.).

In 1983, the UN General Secretary had described the purpose of these 
guidelines. The UN has also declared eight rights of consumers and 
requested all member nations to enact a special act for the protection 
of the same—

1. The Right to Protection of Health and Safety

2. Right to Get Information

3. Right to Choose

4. ■ Right to be heard and Right to Redress

. 5. The Right to Consumer Education

6. The Right to Basic Needs

7. The Right to a Healthy Environment

8. The Right to Representation.

NOTES

The Right to Protection of Health and Safety
Consumers must be protected against products, processes and services 
that are hazardous to their health/life for e.g.,- there are many household 
items available to consumers containing potentially harmful substances. 
With the advancement of technology, consumer products have become 
very complex and intricate for e.^.,-toys, flammable, fabrics and appliances 
etc., for all these sophisticated products considerable safety is required.
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Right to Get Information
Consumers must have accurate, adequate, up-to date and factual information 

the quality, performance and the related characteristics of products. 
Until and unless full information is not available to consumers, they 
won’t be able to exercise intelligently their decisions of buying. A consumer 
should be enabled to make an informed choice. The misleading and inadequate 
information, deceptive advertising, deceptive packaging, labeling and 
scanty information on product content etc. make consumers confuse and 
mostly they buy goods they do not wish to buy. They generally buy these 
goods at prices, they cannot afford and on terms they cannot meet. Therefore, 
all the consumers must enjoy the right to information to make informed 
choices.

Marketing of 
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NOTES

Right to Choose
Consumers must be served from the widest possible variety of products 
and services at fair prices for a wise selection. Consumers want to buy 
a product on their free will, they dislike monopoly, they want to exercise 
their opinion to choose a particular brand decide about quality, price 
etc. In today’s competitive world, competition provides wider choices of 
goods and services. Seeing the increasing demands and expectation of 
consumers, healthy competition assures consumers the right to choose.

Right to be Heard and Right to Redress
The right to be heard implies the existence of a legal framework and 
government intervention to safeguard consumer interest. Consumer has 
a right to register his complaints, dissatisfaction regarding any unethical 
practice. In fact the above-mentioned three rights would be ineffective 
if this right to be heard were denied to consumers. Right to redress 
implies that the consumers have a right of redressal (to set right or 
rectify) against un-fair trade practice or unscrupulous exploitation of 
consumers. In the new customer relationship marketing concepts, it is 
advised to business that they should have consumer affairs departments 
to receive customer complains and resolve them amicably. The standing 
grievances machinery for listening to the complain of consumers and for 
the settlement of their grievances will help to build up cordial and harmonious 
relationship between customer and business firms.

The Right to Consumer Education
The consumer must be educated about his rights if we expect the consumer 
to enjoy all the rights and facilities given to him, therefore the first and 
foremost responsibility of business firms, government and other organizations 
is to educate the consumers, make them aware of all the rights otherwise 
the ignorance of consumers may be harmful for themselves.
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The Right to Basic Needs
Consumers must have the full access of the articles, which are the 
basic needs of every consumer. For example—pure drinking water, 
pure air, good food, adequate transport, health services, education 
service's, electricity etc. NOTES

The Right to a Healthy Environment
All citizens and living beings must have protection against environmental 
damages like air pollution, water pollution, noise pollution etc. This 
right has been very recently added in the list of rights, which implies 
the organized expression of consumers for an improved quality of life.

The Right to Representation
This right is a part of the UN Guidelines for Consumer Protection 
1989, according to which the consumer organisation in the country 
must have the right to represent their grievances and complaints, act 
as consumer advocate to safeguard consumer interest.

9.10 LEGISLATION FOR CONSUMER 

PROTECTION

1. The Agricultural Product (Grading and Marketing) Act, 1937.

. 2. The Drugs and Cosmetics Act, 1940.

3. The ISI Act, 1952.

4. The Drug and Magic Remedies (Objectionable Advertisements) 
Act, 1954.

5. Prevention of Food Adulteration Act, 1954.

6. The Essential Commodities Act, 1955.

7. The Trade and Merchandise Marks Act, 1958.

8. The MRTP Act, 1969.

The Hire Purchase Act, 1972.

The Water (Pollution and Prevention) Act, 1974.

The Cigarette (Regulation, Production, Supply and Distribution) 
Act, 1975.

The Standards of Weights and Measures Act, 1976.

The Prevention of Black Marketing and Maintenance of Supplies 
of Essential Commodities Act, 1980.

9.

10.

11.

12.

13.
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The Bureau of Indian Standards Act, 1986.

The Consumer Protection Act, 1986—This Act provides a legal 
umbrella for better protection of the rights and interest of consumers. 
Enactment of this act is one of the most significant steps to safeguard 
and protect the interest and rights of consumers and promoting a 
strong and broad based consumer movement in the country. It is 
quasi-judicial machinery, which works at 3 levels—

• Consumer Disputes Redressal Forum at the District level.

• Consumer Disputes Redressal Commission' at the State level.

• Consumer Disputes Redressal Commission at the National level.

14.

15.

NOTES

HOW CAN WE PROVIDE CONSUMER PROTECTION?
There are large number of laws, rules/regulation prevailing in our country 
to protect the interest of consumers but unfortunately, we hardly find 
proper implementation and enforcement of laws which is further followed 
by very poor business and management response and weak consumer 
movement.
Therefore, we can say many of the above pitfalls can be removed or 
reduced if the following three agencies take active participation for ensuring 
consumer protection.

A. Business: Kotler says—
1. Consumerism was inevitable

2. Consumerism will be enduring

3. Consumerism will be beneficial

4. Consumerism is pro-marketing

5. Consumerism can be profitable

6. Consumerism can achieve customerised market.
As now consumerism is well established and organized force in the 
marketplace. It demands accountability from business towards consumers 
and if business ignores them then government interference in the free 
market mechanism would be much more than now. Therefore, business 
through self-regulation can ensure consumer protection. Self-regulatory 
policies are far better than any govt, controls or restriction through 
legislative action. There would be no substitute foe voluntary regulations. 
Therefore it can be said that the failure of business to adopt customer 
oriental marketing approach gave birth to consumerism. So, the business 
comprising of all manufacturers, intermediaries must take up the 
responsibilities to ensure efficiency in production and quality of the
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output, qualitative goods and services reach the ultimate consume in 
time and at reasonable prices.

B. Government
NOTESThis agency would ensure consumers protection by passing special 

acts, certain legislation and enforcing implementation strictly and speedily. 
Mere legislation is not sufficient. Government must take active participation 
present themselves in that manner, so that business firms before indulging 
in any unethical practice or exploiting consumers think twice.

C. Consumers
Self-help is the best help. Consumers should themselves assert their 
rights and protect themselves from business malpractices. Since very 
long Indian consumers have been exploited and cheated but now the 
time has come to demand greater accountability of all business firms 
and to force the government to satisfactorily fulfill its function as the 
watchdog for the consumers. Consumers of India must unite, accept 
consumerism, and take active part in consumer movement , and work 
towards making the business and government more responsible and 
accountable for consumer protection.

SUMMARY

Marketing promotions—namely commercial advertising and public relations, 
have a negative impact on our environment, on our society and on our 
personal lives.

There is a joke that “marketing” and “ethics” are antonyms. Even if such 
comments are popularly accepted, it is not fair to assume that the practice 
of promotional marketing is unethical without a critical examination of 
the current industry.

The goal of commercisil promotions is to change the perceptions of consumers; 
so many businesses would not invest so much money on something that 
did not achieve its goal.

Commercial marketers do not want consumers to be critical of their 
product or service, they just want consumers to buy it.

Commercial advertising and public relations are services paid for by 
businesses to help the businesses make more profit in a competitive 
market.

Commercial advertising and public relations are services paid for by 
businesses to help the businesses make more profit in a competitive 
market.
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Consumerism is best served with disposable items rather then reusable 
ones.

Marketing emphasizes individual materialism over community values and 
causes people to ignore their common public interests.

As now consumerism is well established and organized force in the marketplace.
I

It demands accountability from business towards consumers and if business 
ignores them then government interference in the free market mechanism 
would be much more than now.

NOTES

REVIEW QUESTIONS

1. Some marketers assume that marketing and ethics cannot be comliined. 
Explain your views.

2. What do you mean by ethical product? How ethics is involved in its development 
stages?

3. What are the basic major reasons for which marketers follow marketing 
ethics?

4. Throw light on ethical advertising and ethical issues in promotional strategies.

5. Discuss the concept of Consumerism and throw light on consumer protection 
in India.
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CHAPTER 10 THE MARKETING
RESEARCH PROCESS

NOTES

★ STRUCTURE ★

10,0 Learning Objectives

10.1 Introduction

10.2 The Preliminary Stages of the Marketing Research Process

• Summary

• Review Questions

10.0 LEARNING OBJECTIVES
After going through this chapter, you will be able to:

• discuss about why should we do research.

• understand how should the research be designed to achieve the 
research objectives.

• discuss the process of marketing research.

• discuss about the problems or opportunities to be studied.

10.1 INTRODUCTION
Research studies evolve through a series of steps, each representing 
the answer to a key question.

1. Why should we do research: This establishes the research purpose 
as seen by the management team that will be using the results. 
This step requires understanding the decisions to be made and 
the problems or opportunities to be diagnosed.

2. What research should he done: Here the management purpose is 
translated into objectives that tell the managers exactly what 
questions need to be answered by the research study or project.

3. Is it worth doing the research: The decision has to be made here
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about whether the value of the information that will likely be 
obtained is going to be greater than the cost of collecting it.

4. How should the research he designed to achieve the research objectives: 
Design issues include the choice of research approach—reliance 
on secondary data versus conducting a survey or experiment— 
and the specifics of how to collect the data.

NOTES

Marketing Planning and Information System

Informaton system 
>. • Data bases 

•OSS

Planning system 
* Strategic plans -4- 
■ Tactical plants

1. Agree on Research process
• Problems of opportunities
• Decision alternatives
• Research users

*

I
2. Establish Research Objectives

• Research questions
• Hypotheses
• Boundaries of study

3. Estimate \ 
The Values of 
Information 
is benefit > cost"?

No Do not conduct
Marketing Research

Yes

4. Design the Research
• Choose among alternative approaches
• Specify the sampling plan
• Design the experiment
• Design ^e questionnaire

5. Collect the Data

6. Prepare and Analyze the Data

7. Report the Research Results and 
Provide Strategic Recommendations

Figure 10.1: The marketing research process
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5. What will we do with the research: Once the data have been 
collected, how will it be analyzed, interpreted, and used to make 
recommendations for action? The necessary steps are linked in 
a sequential process {see Figure 10.1).

Although the steps usually occur in this general order, we must emphasize 
that “early” decisions are always made by looking ahead to “later” 
decisions. The early decisions are constantly being modified to account 
for new insights and possibilities presented by later decisions. Also, 
the steps do not function in isolation.

Rather, they are embedded in the ongoing planning process of the business, 
which culminates in the development of strategies, programs, and action. 
This planning process provides the purposes of the research. In turn, planning • 
is supported by the information system, which (1) anticipates the type 
of information required by decision-makers and (2) organizes data that 
have been collected to ensure their availability when needed.

The development of a research purpose that links the research to decision
making, and the formulation of research objectives that serve to guide 
the research, are unquestionably the most important steps in the research 
process. If they are correct, the research stands a good chance of being 
both useful and appropriate. If they are bypassed or wrong, the research 
almost surely will be wasteful and irrelevant.

NOTES

10.2 THE PRELIMINARY STAGES OF THE 

MARKETING RESEARCH PROCESS

Step 1—Research Purpose
Research problems are more likely to be poorly defined, only partially 
understood, and missing possible decision alternatives that should be 
analyzed. Defining problems accurately is a combination of data and 
judgement that demands real thought and effort. Problems, opportunities, 
and “nonproblem” situations are closely related to structure. Together 
they make up a family of gaps. The concept of analyzing the gaps as 
problems is based on:

1. Recognizing/understanding a problem. A problem is a gap between 
what was supposed to happen and what did happen between 
our objective and our accomplishment. Three elements are required 
to recognize a problem:

• Something must be expected to happen.

• Feedback must be received on what actually happens.

• Expectations and feedback must be compared.
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2. Knowing where and when the gap or problem occurred. Once a
problem is defined, it is easier to approach the cause and solution
to the gap(s), in accordance with the level of detail of the analysis.
In the end, problem definition is and will always be a creative act,
a balance between thorough research and intuition. Problem definition
is best thought of as a solution definition—the selection of a domain' ^
is likely to be rich in ideas to solve the problem. Problem definition 
is a creative act. The payoff from good marketing definition is 
enormous—nothing else we do has so much leverage on profit.

Seldom will research problems come neatly packaged with obvious information 
requirements, clear-cut boundaries, and pure motives on the part of the 
decision-makers. Launching a research study with such shaky inputs is 
a recipe for producing unusable findings and unhappy clients. It is in the 
best interest of both the researcher and the'managers paying for the 
research to be sure that the research purpose is fully understood. One 
of the hallmarks of a competent researcher is the ability to get to the 
heart of the management problem.
Consider the seemingly straightforward request by the chairperson of 
an association of community merchants for a research project. The objective 
of this project was to help reduce the propensity of residents in the 
community to do their shopping in two nearby communities. Clearly, the 
purpose of the research was to identify and evaluate various ways to 
increase the local merchants’ share of shopping by residents.
Further probing, however, revealed that the statement of the problem 
was at least partially inaccurate. Only late in the research process was 
it learned by the researcher that the chairperson was having real difficulty 
convincing the other local merchants that there was a serious enough . 
outflow of local trade to warrant joint ^action to reverse the flow. This 
certainly changed the purpose of the research. Now the researcher would 
have to measure the level of retail trade outflow, in addition to finding 
the reasons for the outflow. This required a major change in the research 
design, but had the change not been made the results would have been 
of little value to the client.
The research purpose comprises a shared understanding between the 
manager and the researcher of:

1. Problems or opportunities to be studied

• Which problems or opportunities are anticipated?

• What is the scope of the problems and the possible reasons?

2. Decision alternatives to be evaluated

• What are the alternatives being studied?

NOTES
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• What are the criteria for choosing among the alternatives?

• What is the timing or importance of the decision?

3. Users of the research results

• Who are the decision-makers?

• Are there any covert purposes?

The Marketing 
Research Process

NOTES

Step 2—Research Objective
The research objective is a statement, in as precise terminology as 

possible, of what information is needed. The research objective should 
be framed so that obtaining the information will ensure that the research 
purpose is satisfied.

Research objectives have three components. The first is the research 
question. It specifies the information the decision-maker needs. The 
second and third elements help the researcher make the research 
question as specific and precise as possible.

The second element is the development of hypotheses that are basically 

alternative answers to the research question. The research determines 
which of these alternative answers is correct. It is not always possible 

to develop hypotheses, but the effort should be made. The third is the 

scope or boundaries of the research. For example, is the interest in 
current customers only or in all potential customers?

Step 3—Estimating the Value of Information
Before a research approach can be selected, it is necessary to have an 

estimate of the value of the information—that is, the value of obtaining 

answers to the research questions. Such an estimate will help determine 
how much, if an3d;hing, should be spent on the research.

The value will depend on the importance of the decision as noted in 

the research purpose, the uncertainty that surrounds it, and the influence 

of the research information on the decision. If the decision is highly 

sigmficant in terms of the investment required or in terms of its effect 
on the long-run success of the organization, then information may have 

a high value. However, uncertainty that is meaningful to the decision 
also must exist if the information is to have value. If the outcomes 

already known with certainty, or if the decision will not be affected by 
the research infoimation, the information will have no value.

are

i
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After going through,this chapter, you will be able to: /
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, define-pTOgrammatic,- selective research'and evaluative research.

. . 1 r

•s
I,

• describe the ‘concept of information system.
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• describe the various characteristics of marketing decision support
system.•' 1 »

I

• T ' irn':ff5 bns aoitiJ=>qna/
. *. define database and four compqnentsiofra MDSS;^!
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In practice, a marketing research department’s goal can be grouped

attitude and product usage studies. SelectivJ^i^li^rc^’i^done to

test different decision alternatives such as,.new product concept itestine, lulsmla.nnilomolnf bn.o iqnfun/Jnpo n 3/ \cl) ma^fi\a nom^mUoiiTt i:P. 
advertising copy testing, pretest marketing, and test marketing. , 
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and service. As the number of products and types of services introduced

I
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into the market increase, the need for marketing research explodes ano 
the future of marketing research appears to be both promismg and challenging
•Unquestionably, marketing research is a growth indiistry. In the las 
decade, real expenditures on marketing research (that is, after a^justini 
for inflation) more than doubled. This is largely a consequence of economi 
and social changes that have made better marketing an imperative. Witl 
marketing the new priority, marketing research is the rallying cry. Compame* 
are frantically trying to get their hands on information that identiflei 
and explains the needs of powerful new consumer segments now bein; 
formed. Kroger Co., for example, holds more than 250,000 consumer interview, 
a year to define consumer wants more precisely. Some companies ar 
pinning their futures on product innovations, others are rejuvenatin 
time-worn but proven brands, and still others are doing both.
Not only are the companies that always did marketing research doing 
great deal more, the breadth of research activities also continues t 
expand.

Marketing of 
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\

Senior management is looking for more support for its strategi- 
decisions; therefore, researchers are doing more acquisition an 
competitor studies, segmentation and market structure analyses 
and basic st|rategic position assessments.

Other functions, such as the legal department, now use marketiri. 
research evidence routinely. Corporate Affairs wants to kno’ 
shareholders’, bankers’, analysts’, and employees’ attitudes towar 
the company. The service department continuously audits servio 
delivery capability and customer satisfaction.

Entire industries that used to be protected from the vagaries t 
competition and changing customer needs by regulatory statute 
are learning to cope with a deregulated environment. Airlines 
banks, and financial-services groups are looking for ways to overcomi 
product proliferation, advertising clutter, and high marketing cost 
brou^t on by more sophisticated customers and aggressive competitors

11.2 INFORMATION SYSTEMS, DECISION 

SUPPORT SYSTEMS, AND MARKETING 

RESEARCH
I.

An Information System (IS) is a continuing and interacting structuii 
of people, equipment, and procedures designed to gather, sort, analy» 
evaluate, and distribute pertinent, timely, and accurate information ' 
decision-makers. While marketing research is concerned mainly witr 
the actual content of the information and how it is to be generated, th
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nfonnation system is concerned with managing the flow of data from 
nany different projects and secondary sources to the managers who 
will use it. This requires databases to organize and store the information 
nnd a decision support system (DSS) to retrieve data, transform it 
nto usable information, and disseminate it to users. NOTES

Databases
nformation systems contain three types of information. The first is 
•ecurring day-to-day information, for example, the market and accounting 
4ata that flow into the organization as a result of market analysis 
•esearch and accounting activities. Automobile firms use government 
sources for monthly data on new-car sales by brand and geographic 
4rea. In addition, surveys are conducted yearly to determine the ages 
i^nd types of automobiles currently being driven, the lifestyles of the 
irivers (their activity and interest patterns), their media habits, and 
heir intentions to replace their cars. The accounting department submits 

«ales and inventory data for each of its dealers on a continuing basis, 
,0 update and supplement the information system.

■\ second type of infornaation is intelligence relevant to the future 
strategy of the business. Automobile firms, for example, collect reports 
4bout new sources of fuel to power automobiles. This information might 
:ome from scientific meetings, trade organizations, or perhaps from 
government reports. It also might include information from salespersons 
■>r dealers about new-product tests being conducted by competitive 
irms. Intelligence is difficult to develop, because it usually involves 
liverse and changing sets of topic and information sources and is rarely 
-mllected systematically.
A third input to the information system is research studies that are 
aot of a recurring nature. The potential usefulness of a marketing 
•esearch study can be multiplied manifold if the information is accessible 
nstead of filed and forgotten.

Decision Support Systems
Databases have no value if the insights they contain cannot be retrieved. 

A decision support system not only allows the manager to interact 
iirectly with the database to retrieve what is wanted, it also provides 
^ modeling function to help make sense of what has been retrieved.
■A common example of a DSS in action is that used by many industrial 
salespeople—especially those selling products that require significant 
-justomization. The salesperson frequently will be asked whether or 
lot the price and delivery time of a unique product configuration will 
neet or exceed a competitor’s promises. Without leaving the customer’s
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oiUce, the salesperson can plug a laptop computer into a phone jack and 
begin communicating with a database stored in the company’s main computer 
memory. The salesperson types in the product configuration and desired 
delivery data, and these requirements are compared to the costs, inventory, 
and assembly time contained in the databank. In a matter of minutes, 
the salesperson can propose a price and delivery date—and perhaps 
close the sale.
Each firm has to develop or adapt models to support its own decision 
problems. For example, Avon Products, Inc., the door-to-door cosmetics 
firm, has unique problems as the result of a part-time sales force of 
almost 400,000 representatives theoretically covering half of the 80 million 
households in North America. This sales force carries a large product 
line that each year adds 1,600 new or reformulated products. The following 
computer models were added to their DSS to help cope with these problems:

• A sales force turnover model, which revealed that the most significant 
variable influencing the turnover rate was the level of the appointment 
fee that representatives pay for initial materials.

• An order model that explains the components of the average order 
and isolates the actionable variables, such as the size and timing 
of the catalog and the gift incentives.

• A procurement model that helps determine how much of a new 
product to buy, when to purchase it, and the risks involved.

NOTES

Applying Information Systems to Marketing Research
Often the process of developing and using models and information systems 
reveals gaps in the databank that have to be closed. These emergent 
needs for information become a marketing research problem; for example. 
Performance (sales, market share, contributions, patronage) may be 
unsatisfactory relative to objectives. Perhaps the condition can be traced 
to a specific geographic area, but the underlying reasons still must be 
sought before action can be taken.

• A competitor may launch a new product or employ a new advertising 
appeal, with imknown consequences for the fi^’s competitive position.

• An unavoidable increase in costs puts pressures on profitability 
(or, in the case of a transit system, for example, increases subsidy 
requirements to an unacceptable level). Various possible increases 
in prices (or fares) must be evaluated.

• An upsurge in interest in health and nutrition may suggest to a 
snack company a new product line directed toward responding to 
this interest. Concept testing might be a first step in exploring 
this opportunity.

%
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Given the sometimes chaotic and usually uncertain nature of most 
market environments, a large number of problems and some opportunities 
can emei^e. Few will ever be given formal consideration. There may 
be no further need for clarification, the implications may not appear 
serious, or the response may appear evident in the judgement of the 
decision maker. Our interest is in those problems or opportunities 
that need to be clarified, whose consequences are uncertain, or that 
involve the development of new programs, products, or services.

NOTES'f"-' 1

11.3 MARKETING DECISION SUPPORT SYSTEMS
A typical marketing manager regularly receives some or all of the 
following data: factory shipments or orders; syndicated abrogate (industry) 
data services; sales reports from the field sales force; consumer panel 
data; scanner data; demographic data; and internal cost and budget 
data. These data may also come in various levels of detail and a^regation. 
Often they use different reporting periods and incompatible computer 
languages. Add to this sales estimates about competing brands and
advertising, promotion, and pricing activity, and .there is a data explosion.

\
Managers don’t want data. They want, and need, decision-relevant 
information in accessible and preferably graphical form for (1) routine 
comparisons of current performance against past trends on each of the 
key measures of effectiveness, (2) periodic exception reports to assess 
which sales territories or accounts have not matched previous years’ 
purchases, and (3) special analyses to evaluate the sales impact of 
particular marketing programs, and to predict what would happen if 
changes were made. In addition, different divisions would like to be 
linked to enable product managers, sales planners, market researchers, 
financial analysts, and production schedulers to share information.
The purpose of a Marketing Decision Support System (MDSS) is to 
combine marketing data from diverse sources into a single database 
which line managers can enter interactively to quickly identify problems 
and obtain standard, periodic reports, as well as answers to analytical 
questions.

Characteristics of a MDSS
A good MDSS should have the following characteristics.

1. Interactive: The process of interaction with the MDSS should be 
simple and direct. With just a few commands the user should be 
able to obtain the results immediately. There should be no need 
for a programmer in between.
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Flexible: A good MDSS should be flexible. It should be able to 
present the available data in either discrete or aggregate form. It 
should satisfy the information needs of the managers in different 
hierarchical levels and functions.

Discovery oriented: The MDSS should not only assist managers in 
solving the existing problems but should also help them to probe 
for trends and ask new questions. The managers should be able to 
discover new patterns and be able to act on them using the MDSS.

User friendly: The MDSS should be user friendly. It should be 
easy for the managers to learn and use the system. It should not 
take hours just to figure out what is going on. Most MDSS packages 
are menu driven and are easy to operate.

A typical MDSS is assembled from four components (see Figure 11.1).

2.

NOTES 3.

4.

Database
The database contains data from all sources, stored in a sufficiently 
disaggregated way so that it can be analyzed by product item, sales 
district, trade account, or time period. The best systems have databases 
that can be easily updated with new information and have sufficient 
flexibility that data can be readily analyzed in new ways. Since most 
analyses deal with a subset of a larger database, the supporting software 
should permit random access to any and all data to create appropriate 
subsets. '

Reports and Displays
_ '
The capabilities of a MDSS range from simple ad hoc tables and reports 
to complex plots, charts, and other graphic displays. Any report or display 
can include calculations such as variances and running totals, or the 
results of statistical procedures found in the system. Typical reports 
produced with a MDSS include status reports that track current trends, 
exception reports on troubled brands and markets, and variance reports 
showing budget and actuals for sales and profits.

Manager

I
DisplayModelingrx~T

Analysis Database

ZT
Environment

Figure 11.1: The four components of a MDSS
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Analysis Capabilities
Analysis capabilities are used to relate the data to the models, as well 
as to clarify relationships, identify exceptions, and suggest courses of 
action. These capabilities should include the ability to make calculations 

such as averages, lags, and percentage changes versus a previous period, 
and to conduct seasonal analyses, and standard statistical procedures 
such as regression, correlation, and factor analysis.

Marketing Research 
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NOTES

11.4 SUPPLIERS OF INFORMATION
In general, managers can acquire the necessary information for decision
making from two basic types of sources:

1. The corporate or in-house marketing research department

2. External suppliers

Usually, managers use a mix of in-house and external approaches to 

solve a certain problem. Both can feed information directly to their 

clients, who are users with decision-making needs. More often, the 

outside suppliers get their direction and provide information to an 
inside research group. These inside suppliers translate the problems 

of their clients into specific information requirements, decide how the 
information will be collected and by whom, and then interpret the 

findings. Figure 11.2 shows the interaction among the participants in 
a marketing research activity.

Information Users

• General management
• Planning
• Marketing and sales managers
• Product managers
• Lawyers__________

♦

Information Suppliers: 
In Company

Information Suppliers: 
Outside Company

• Marketing research department 
' Sales analysis group 
•Accounting department
• Corporate strategic planning

• Research consultants
• Marketing research suppliers 
■Advertising agencies

f ‘
Figure 11.2: Participants in marketing research activities

■Fhe purpose of this section is to discuss briefly the nature and attributes 

)f the providers of marketing research services, the types of services 

hey provide, and the factors that influence the choice of a suitable 

supplier for a given situation. Figure 11.3 gives a concise summary of

t

\ /
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the different types of information suppliers within the marketing research 
industry.

Corporate/In-House Marketing Research
The location of the marketing research department within an organization 
and the strength of the department vary from firm to firm and to a very 

great extent depend on the requirements for infoimation and the oiganizational 
structure of the firm. Some firms have a single centralized research 
department, housed in the corporate headquarters, which provides the 
information reqmred to the various business units scattered geographically 
and/or’ functionally.

NOTES

Informatiort
Supplier

Ii
External
Supplier

Corporate 
In-House Supplier

I 1
Structured
(independent
department)

Unstructured 
(one or more 
MR employees)

■f 1
Customized

Services
Standardized
Services

Branded 
Product Serwces

Field
Sen/Ices

Selective
Senrices

Syndicated
Sen/ices

Figure 11.3 : Information suppliers and services

The other extreme is the completely decentralized operation, wherein 
each business unit or geographic unit has its own research department. 
The type of structure adopted depends on the amount of information 
required, the frequency with which it is required, the uniqueness of the 
information, and the time available to collect it. In most major organizations, 
especially in multinational corporations, a mix of both these structures 
can be found.
Not all organizations (regardless of size) have an in-house research 
establishment. Even among those that have an in-house research department, 
it is not unusual to seek the assistance of external suppliers. Virtually 
all research users at some time use the services of outside research 
specialists. Their role may be limited to raw-data collection, depending
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on the research approach, questionnaire, and sampling method provided 
by the client. At the other extreme, the client may assign the entire 
problem to an outside consultant who is responsible for every step to 
the completed report and action recommendations. Other possibilities 
are to bring in outside specialists for special problems (such as a sampling 
expert to draw a complex sample), or to employ services that have 
special facilities or data.
Many related considerations influence the decision to go outside:

1. Internal personnel may not have the skills or experience. Few 
but the' largest companies have specialists in all areas, from 
psychologists able to conduct focus group interviewing to electronics 
engineers with MBAs who have studied the telecommunications 
equipment market.

2. Outside help may be called in to boost internal capacity in response 
to an urgent deadline.

3. It may be cheaper to go outside. Specialists who have encountered 
similar problems with other clients probably are more, efficient 
in dealing with the problem, and because they are not on the 
staff there is no risk of underutilization of their time.

Shared cost and multiclient studies coordinated by an outside 
supplier offer considerable savings possibilities. Multiclient studies 
are feasible when several organizations have related needs for 
infonnation about a major topic, such as the future of electronic 
funds transfer systems. Each client pays an agreed share of the 
total cost. The ultimate in shared-cost studies are the large 
standardized data collection services, such as store audits of 
product sales activity or omnibus surveys, which combine questions 
from several clients.

5. Often, outside suppliers have special facilities or competencies 
(an established national interviewing field force, conference rooms 
with one-way mirrors, banks of telephone lines, or test kitchens) 
that would be costly to duplicate for a single study.

6. Political considerations may dictate the use of an outside research 
specialist whose credentials are acceptable to all parties in an 
internal policy dispute. Research people within the organization 
may be well advised to avoid being on one side or the other of 
a sensitive issue.

7. Marketing research is used increasingly in litigation or in proceedings 
before regulatory or legislative bodies. The credibility of the 
findings generally will be enhanced if the study is conducted by

Marketing Research 
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respected outsider. Also, this kind of research often is subjected 
to critical questioning or cross examination and is likely to stand 
up only if designed to high standards, which may exceed those 
used within the organization for routine decision-making purposes.
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NOTES
External Suppliers of the Research Industry
The marketing research industry consists of several hundred research ^ 
firms, ranging from small, one-person operations to lai^e corporations 
having operations in multiple countries.
Once the decision has been made to go outside, there remains the question 
of which consultant or supplier to retain. What criteria should a firm 
adopt in selecting an external research supplier? Several academic scholars 
have conducted research studies to identify the factors that are important 
in the selection of external suppliers. A crucial factor in the choice is the 
judgement as to whether the supplier or consultant actually can deliver 
the promised data, advice, or conclusions. This judgement should be 
made only after the following steps have been followed:

A thorough search for names of people and companies who have 
acknowledged expertise in the area of the study

Selection of a small number of bidders on the basis of recommendations 
of colleagues or others who have had similar needs

Personal interviews with the person who would be responsible for 
the project, asking for examples of work on similar problems, their 
procedures for working with clients, and the names of previous 
clients who could provide references

A check of the references of each potential supplier, with special 
attention to comments on their depth of competence and expertise, 
their creativity in dealing with problems, and the quality and 
adequacy of resources available Selection is made on the basis of 
how well the problem and objectives have been understood, comments 
by the references, and whether the quoted price or fee is a good 
value in light of the research approach that is proposed. Seldom 
is the lowest quotation the best value. To minimize the problem 
of comparability, all bidders should respond to the same study 
specifications.

1.

2.

3.

4.

9 SUMMARY

• Programmatic research is performed to develop marketing options through 
market segmentation, market opportunity analysis, or consumer attitude 
and product usage studies.
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• Evaluative research is carried out to evaluate performance of programs, 
including tracking advertising recall, corporate and brand image studies, 
and measuring customer satisfaction with the quality of the product and 
service.

NOTES• An information system (IS) is a continuing and interacting structure of 
people, equipment, and procedures designed to gather, sort, analyze, 
evaluate, and distribute pertinent, timely, and accurate information to 
decision-makers.

• Databases have no value if the insights they contain cannot be retrieved.

• A typical marketing manager regularly receives some or all of the following 
data: factory shipments or orders; syndicated aggregate (industry) data 
services: sales reports from the field sales force; consumer panel data; 
scanner data; demographic data; and internal cost and budget data.

• The purpose of a marketing decision support system (MDSS) is to combine 
marketing data from diverse sources into a single database which line 
managers can enter interactively to quickly identify problems and obtain 
standard, periodic reports, as well as answers to analytical questions.

• The database contains data from all sources, stored in a sufficiently d 
isaggregated way so that it can be analyzed by product item, sales 
district, trade account, or time period.

• In general, managers can acquire the necessary information for decision
making from two basic types of sources:

1. The corporate or in-house marketing research department

2. External suppliers

I REVIEW QUESTIONS
1. Write the short notes on;

(a) Information systems

(b) Decision support systems, and

(c) Marketing research.

2. Explain marketing decision support systems.

3. What are diiTerent characteristics of a MDSS?

4. Discuss various participants in marketing research activities.

5. What do you understand by external supplier of recearcb industry?

5.,
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★ STRUCTURE ★NOTES

12.0 Learning Objectives
12.1 Introduction to Market Segmentation
12.2 Methods of Segmenting Markets

• Summary

• Review Questions

12.0 LEARNING OBJECTIVES
After going through this chapter, you will be able to:

• discuss the concept of market segment action.

• understand the process of market analysis.

• describe the methods of segmenting markets.

• define research-based segmentation.

12.1 INTRODUCTION TO MARKET 

SEGMENTATION
Our discussion of market segmentation begins with the following somewhat 
surprising bits of due diligence:

• Nobody makes money by segmenting a market (except for marketii^ 
research suppliers). You make money by establishing profitable, 
long-term, highly satisfying exchange relationships with brand- 
loyal customers. Market segmentation is merely a device created' 
by marketers to more efficiently and effectively generate such 
relationships.

• Market segments do not actually exist. Or perhaps it is more accurate 
to say that marketers try to impose their approach .to^.^rurturing 
a market upon a market that has no universal, naturally occurring 
structure to it. Markets are not like the^ amraal' kingdom with its 

universally understood natural “segments” of genus, subgenus, and 
species. If segments exist in a market, they are there because a marketer 
has constructed them, hopefully by tapping into marketplace realities.
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Tile truthfulness of this second point is supported by your own experience 
as a consumer: You have been classified by domestic and foreign marketers 
into hundreds, if not thousands, of market segments, yet you do not 
define yourself in any way by these segment memberships. For example, 
you are simultaneously a member of the heavy use ice-cream-eating 
segment, the price-shopper clothing segment, the outdoor-sports-activist 
segment, and hundreds of other segments because marketers have 
found it useful to categorize you in such'a way for marketing planning' 
purposes. Sometimes you are grouped in the same segment as your 
peers or neighbours; sometimes you are put in different segments. In 
every case, marketers understand how to better think about a market’s 
structure in ways that reflect the realities of^how consumers can be 
grouped together so that a marketing appeal can connect with the 
people in the targeted segment.

Qustomer Analyau

NOTES

Sodetal Marketing Ortentation

Understanding
Customers (market segments) 

Competition 
Rnarrcial Implications

1
Planning
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The rationale for segmenting a market as a prerequisite for marketing 
planning is therefore based on the following' assumptions:

1. Not everyone in the market is looking for the same things from 
the product or service. That is, a specific marketing appeal will 
not connect equally well with all consumers in a market.

2. It is better to establish very successful connections with a portion 
of the people in a market than to only marginally connect with 
everyone.

3. To be very successful with your portion of the market you must be 
able to identify them, understand them in-depth, and then use 
that understanding to develop highly satisfying goods and services

4. People prefer to give their business to companies who seek tc 
understand the consumers who occupy the market segments, anc 
then develop satisf3dng marketing offerings upon that understanding 
If any of these four assumptions is invalid, market segmentatioi 
may not prove ns profitable as mass marketing appeals ii.e., treating 
all consumers as the same and marketing the same product t< 
everj'one). However, these assumptions hold true for the vast majority 
of markets, whether business to consumer (B2C) or business to 
business (B2B) in nature.

In addition to these assumptions, marketers also use a set of criteria to 
determine whether segmentation, targeting, and positioning are worthwhilo 
exercises in developing marketing programs.

1. Sizable—Any segmentation of a market must generate segments 
of a size (sales revenues) sufficient to be of interest to the marketer 
If the resulting sizes are too small, segmentation may not beworthwhile

2. Identifiable—Segments arising from this process should havs 
characteristics that allow for easy description and correspond to 
the marketers’ general observations. For example, if a study 0= 
the toothpaste market generated segments that could be describeci 
as “cosmetic” (seek dazzling white teeth), “economy” ( look fo 
lowest price), “worrier” (want decay prevention), and “sociables 
(want fresh breath), then marketers have identified those characteristic 
of segments that make it easier for planning purposes.

3. Reachable—Marketers want to be able to identify the segment 
but also to reach them selectively, that is, without having to tal' 
to the entire market to reach a particular segment’s consumers* 
Therefore, if “romantic couples” is the target segment, the markete 
would look for media patterns that these couples have in commo 
within the segment. This allows for a promotional campaign tha> 
could speak to them without wasting resources on people wh 
have no interest in the market offering.

NOTES

t
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Customer Anoiysis4. Respond differently—^Marketers want to develop a segmentation 
scheme for the market that results in different “sweet spots.” 
In other words, what appeals to the members of one segment 
will be common within that segment but different from what 
consumers in another segment find appealing.

5. Coherent—Ideally, members within a particular segment are 
homogeneous along several attitudinal, behavioural, and other 
dimensions, which are useful in developing marketing programs, 
but they are heterogeneous with respect to other segments. In 
this way a marketer can maximize effectiveness by choosing a 
customized appeal for each segment that is uniquely capable of 
connecting with its members.

6. Stable—Although this criterion is not absolute (no segment will 
remain perfectly stable forever), hopefully, the formation of the 
segments and the resulting marketing programs will have a lifetime 
sufficiently long to allow for profitable connections over a reasonable 
length of time.

If, by segmenting a market, the marketer is correctly assuming that 
the four assumptions hold true, and he or she finds that the resulting 
segments pass these six criteria, then segmentation can lead to several 
benefits:

NOTES

Effectiveness—Marketers can better connect with a group of 
consumers whose common needs are better understood and are 
not highly diffuse.

Efficiency—Marketers get more “bang for the buck” when they 
can concentrate on smaller, more responsive segments instead 
of larger diverse markets.

Loyalty—Developing marketing programs that communicate to 
the consumer that the marketer really understands them and 
has used that understanding to deliver highly satisfying offerings 
leads to loyal consumers seeking to maintain long-term relationships.

Now that we have established a strong theoretical support for the 
value of segmenting a market, the natviral question is, “Does segmentation 
really work in the real world? Are companies that segment markets 
actually better off from having done it?” Consider the following case 
of Mobil Oil (prior to its merger with Exxon), a company selling gasoline, 
a product that is best described as an undifferentiated commodity.
Mobil Oil Company had always assumed it was marketing gasoline 
and related services to a mass market of consumers whose sole rnotivation 
for choosing where to fill up was finding the lowest price. Losses in its 
retailing business forced Mobil to challenge this conventional wisdom

1.

2.

3.
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for explaining marketplace behaviour, and led it to conduct a survey of 

2,000 motorists.
Marketing of 
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12.2 METHODS OF SEGMENTING MARKETSNOTES

Segmentation uses one of three methods:

1. Research-based segmentation—The Mobil case was an example of 
this approach. Consumers are screened to ensure they are members 
of the market under study, then surveyed to determine their attitudes, 
behaviours, motives, preferences, etc. Multivariate statistical analysis 
of the research results is conducted to then reveal the number 
and characteristics of market segments.

2. Existing segmentation services—In this approach, the marketer 
uses an existing segmentation service or system to identify market 
segments that can be evaluated for making targeting decisions. 
These systems may either be commercial systems, such as the 
geodemographic systems, or governmental, such as the North American 
Industry Classification Systems (NAICS). In either case, the segments 
are already established before the marketer buys the information, 
so this approach lacks the customization of the research-based 
method.

3. Managerial judgement—In this approach, the marketer uses his 
or her knowledge of the market and industry to identify segments. 
The marketer’s insight and skill at using existing information are 
key in generating good results from this approach. Each of these 
approaches is successfully used by firms in a variety of industries 
for segmentation purposes. Although each has its advantages and 
disadvantages, no single approach can be said to be best under all 
circumstances.

SUMMARY

• Nobody makes money by segmenting a market (except for marketing research 
suppliers).

• Market segments do not actually exist. Or perhaps it is more accurate to 
say that marketers try to impose their approach to structuring a market 
upon a market that has no universal, naturally occurring structure to it.

• Not everyone in the market is looking for the same things from the product 
or service.
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Customer AnalysisIt is better to establish very successful connections with a portion of the 
people in a market than to only marginally connect with everyone.

Marketers want to be able to identify the segments but also to reach 
them selectively, that is, without having to talk to the entire market to 
reach a particular segment’s consumers.

Segmentation uses one of three methods:

□ Research-based segmentation

□ Existing segmentation services

□ Managerial judgement

NOTES

I

REVIEW QUESTIONS

1. What do you understand by market segmentation?

2. What are the different assumptions of marketing segmentation?

3. What are different methods of segmenting markets?

4. What are the benefits of segmentation?

6. Does segmentation really work in the real world?

\

/
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MARKETING DECISIONS
NOTES

★ STRUCTURE ★

13.0 Learning Objectives
13.1 Introduction

13.2 Financial Assessment
13.3 Revenue Analysis
13.4 Cost Analysis
13.5 Financial Analysis Process

• Summary

* Review Questions

13.0 LEARNING OBJECTIVES
After going through this chapter, you will be able to:

• describe the various areas covered by financial assessment.

• understand the concept of revenue analysis.

• define cost and its various types.

• discuss the concept of capital budgeting.

• describe the various steps taken in financial analysis process.

13.1 INTRODUCTION
In this chapter, we address the third element of what marketii^ managers 
must understand: the financial implications of marketing decisions (see 
Figure 4.1).

13.2 FINANCIAL ASSESSMENT
After the analyses described in the previous chapters have been completed, 
financial assessment should be undertaken. The financial assessment 
usually covers at least four different areas: (1) revenue analysis, (2) cost
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analysis, (3) cash-flow analysis, and (4) analysis of return on investment 
(ROD.
One of the most beneflcial ways to combine these four types of analyses 
is to utilize a pro forma income statement. It is the basic document to 
be generated by the financial analyses. A pro forma income statement 
is a projected income statement for a specific future time period using 
estimates of the revenues and costs associated with that time period. 
It provides an estimate of future cash flows to be produced by a given 
market segment which can be discounted to determine the present 
value of these cash flows. This, in turn, is used in calculating the rate 
of return anticipated as achievable from a given segment.
The approach used for this venture was to develop three alternate pro 
forma statements, each based on a different assumption about revenues 
generated by the new venture. This approach permits identifying the 
“optimistic,” “pessimistic,” and “most likely” scenarios of a given situation. 
It is also in line with a more realistic approach to demand forecasting 
which produces a range of sales volume for new proilucts. When products 
or services have already been on the market for several years, industry 
sales history is available to use in projecting sales.
Revenue and costs can change radically over the course of a product’s 
life cycle. For example, high investments in promotion and building a 
distribution network produce losses in early years; while, on the other 
hand, reduced variable costs achieved by increasing production efficiency 
and technological improvement may produce high profit levels in later 
years. Consequently, any realistic financial analysis must take into 
consideration an adequate time frame and associated changes in cost 
structures.
Since the financial analysis of a given opportunity is usually long run 
in nature, either the pro forma must be estimated for each year for 
some assumed length of time, or an “average” year can be used which 
represents three to five years into the future. Then the discounted 
cash flow from this year is used as an average for the venture’s anticipated 
life to calculate the ROI or break-even point of the project.
If subjective probabilities are assigned to each alternative, then decision 
tree analysis can be used to calculate an expected value for the cash 
flow from the project. Subjective probabilities are assigned by the analyst 
based on judgement rather than chance processes. When the alternatives 
are evaluated in a “tree” diagram, a schematic chart of the decision 
problem showing each alternative and the likelihood of each alternative 
is developed. Otherwise, the ROI can be calculated for each alternative 
and then compared with a predetermined rate to evaluate the financial 
impact of each alternative.

NOTES
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Developing a pro forma income statement requires a forecast of both 
expected revenues and operating expenses. Thus, the revenue analysis 
produces an estimate of revenues, the cost analysis produces an estimate 
of the costs associated with those revenues, and the analysis of ROI or 
break-even point relates those returns to the investment to be made in 
the venture. This, in turn, provides the answer to the basic question 
posed in financial analysis: What is the projected financial impact of 
pursuing this particular market opportunity?

Marketing of 
Telecom Products

NOTES

Not-for-Profit Financial Analysis
Many not-for-profit organizations fail to apply opportunity assessment 
to their decision-making. A large hospital, for example, decided to build 
a new wing for geriatric outpatients to provide rehabilitation services 
for those suffering from major traumas such as strokes or heart attacks. 
The facility was built to accommodate twenty-five patients. However, 
when it opened, only two patients showed up to take advantage of the 
new facility. An analysis of demand for such services prior to their provision 
would have avoided such a costly mistake.
Although the analysis of returns from a decision made by a not for profit 
organization uses different criteria, such an evaluation should be made 
nonetheless. This type of analysis is simply an application of a basic, 
management concept—evaluate the impact of a decision before you make 
it. This principle applies to not-for-profit as well as for-profit organizations. 
One type of analysis especially suited for not-for-profit organizations is 
benefit-cost analysis.

13.3 REVENUE ANALYSIS

Once the size of the total market has been estimated and the competition 
analyzed, the next step in the market opportunity assessment process is 

to estimate the sales revenue the opportunity can be expected to generate 

on an annual basis. The point is not trying to determine how many 
consumers will buy a product or service, but how many will buy your 

offering of that product or service.

Forecasting Market Share
For established markets, forecasting involves estimating market share. 
The question is, “What share of total sales can we reasonably expect to 

attain?” The percent is then converted to a dollar amount—the sales 

revenue expected in a given time period. The key element in the estimate 

at this point is judgement. (If a test market is used later in the development 
process, this estimate can be reevaluated for soundness.)
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This judgement is based on an analysis of your offering versus competitive 

offerings. If four competitors are in the market and your product is 
expected to compete on an equal footing with other offerings, then a 
20 percent market share should be used as an initial estimate of market 
share. This basic estimate would then be raised or lowered to reflect 
competitive strengths and weaknesses in the market. For new products 

and services not currently on the market, an acceptance rate must be 

estimated. The acceptance rate is the proportion of the segment that 
will buy your product or use your service. Two approaches can be used 
to estimate the acceptance rate. These are described next.

NOTES

Judgement Estimates
One way to estimate the acceptance rate is to use judgement. After 
careful analysis of the market, the person preparing the feasibility 

study sets the rate, in conjunction with other people who are knowledgeable 

about the market. Such an “educated guess” can be effective if people 

who are knowledgeable about a market—retailers, wholesalers, industrial 
users—are consulted. This estimate also reflects what the company 
can bring to the market in terms of marketing skills and innovation, 
brand equity, and the like.

Consumer Surveys
Another approach to estimating the proportion of consumers who would 

buy a new offering is a survey of potential consumers. Data obtained 

in this way have been referred to as “iffy” data, e.g.” I would buy your 

product if it were offered on the market and if I were in the market 
at that time, and if.” Although purchase intent statements in survey 

research cannot be taken completely at face value, various methods of 

discounting stated purchase intent are available to reflect realistic 
estimates of actual purchase behaviour that can be expected in the 

marketplace. For industrial users, however, surveys with purchase 

decision-makers can be highly effective since they are in a position to 

evaluate the use of a product in a more judicious manner than many 

individual consumers. These two approaches are often combined to 

provide a sales forecast. A set of assumptions—about market acceptance, 
competitive reactions, economic conditions, degree of distribution, and 

promotion— must also be developed as a basis for the forecast. These 

assumptions must precede the actual dollar forecast used in the pro 
forma income statement.
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The bottom line of any operation or project is significantly affected by 
the underlying cost structure. Consequently, cost analysis is closely allied 
with revenue analysis. Once revenue estimates have been made, cost 
analysis must be carefully considered.

NOTES

Cost Concepts
Accounting for the costs of conducting business operations is complex. 
This is also true of analyzing costs for market opportunity assessment. 
As a business functions, assets lose their original identity. The business 
operation converts the assets into some other form. For example, raw 
materials of many kinds may go into a final manufactured product and 
many of these raw materials may be unrecognizable in the end product. 
Costs, however, are traced through the business operations as the assets 
and resources are converted into goods and services. Since the profits 
and losses of a business are measured as the difference between the 
revenue received from customers and the costs associated with the delivery 
of the products or services, a project cannot be judged as feasible or 
profitable without dependable cost estimates.

Types of Costs
Because there are many different types of costs, they must be selectively 
chosen to match the purpose for which they are used. Care must be 
taken to understand the specific application of a cost under consideration. 
Costs can be divided into several major categories.
Period costs. Period costs are associated with and measured according 
to time intervals rather than goods or services. For example, equipment 
rental may be at the rate of $1,200 a month. Regardless of the amount 
of business or product supported by the equipment, the rental cost of the 
equipment remains $1,200 each month. This expense amount is allocated 
against revenue according to the time interval without regard to the 
amount of business transacted. Equipment expense for the year will 
show $ 14,400 on the income statement. Generally speaking, selling and 
administrative costs are designated as period costs.

Product costs. In some cases it is inappropriate to classify costs as 
period costs. Some situations in the income determination process call 
for costs to be offset as expenses against the activity, good, or service 
that produced the revenue. Under this concept of income determination, 
the period in which the benefit is received is the period in which the 
costs should be expressed and deducted as expenses. Following our equipment

148 Self-Inatrueiionol Material



Financial Anab .s for 
Marketing Decia..~^u$

rental example, the equipment rental for a certain period should not 
be charged off as rent expense for that period if the goods produced 
by the equipment are not sold until a later-period. If costs of this type 
are handled as product costs, they are matched against the revenue 
generated from their sale in the period of that sale. In most cases, 
manufacturing costs are treated as product costs rather than period 
costs and are included in the cost of goods sold.

Fixed costs. Costs that can be expected to remain constant over a 
period of time regardless of activity levels are called fixed costs. Examples 
of this type'bf cost are executive salaries, interest charges, rent, insurance, 
equipment leases, depreciation, engineering^and technical support, and 
product development expense. Obviously, a fixed cost, like any other 
cost, can be increased or decreased, particularly in an inflationary 
period. These variations, however, are caused by other external factors 
and not caused by the firm’s output or activity. Fixed costs can be 
broken down further as committed fixed costs and discretionary fixed 
costs. Various management decisions may commit the company to a 
course of action that will require the company to conform to a certain 
payment schedule for a number of years in the future. Costs incurred 
in this way are committed fixed costs. The costs related to acquiring 
a new building are examples of committed costs. On the other hand, 
discretionary fixed costs are established as a part of a budget that can 
be altered by management action on a monthly, quarterly, or yearly 
basis. These costs are much more easily altered, and have a high degree 
of flexibility. Examples of discretionary fixed costs are the research 
and development budget or supervisory salaries that are set by management 
action.

Variable and semivariable costs. Costs that vary closely with production 
are considered variable costs. In the strictest sense of the term, variable 
costs should vary in direct proportion to changes in production levels. 
Direct material cost and direct labor costs are good examples of variable 
costs. Most costs, however,’ are semivariable. Semivariable costs tend 
to fluctuate with volume, but not in a direct relationship to production. 
Market research expense, advertising and sales promotion expense, 
supplies expense, and maintenance expenses are all examples of 
semivariable expenses. In some cases, semivariable costs can be broken 
down into fixed and variable components to make application for decision 
making possible.

Direct and indirect costs. Direct costs are those identifiable with a 
particular product, activity, or department. Indirect costs are not directly 
identifiable with any particular product, activity, or department. Often, 
the distinction between direct and indirect costs depends upon the

NOTES
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unit under consideration. A cost of specific supplies used may be identified 
directly as a cost of a particular department but may not be a direct cost 
of the product manufactured. When a cost can be directly identified to 
the unit under consideration, it is considered a direct cost relative to 
that unit. When a cost is associated with a unit only through allocation, 
it is an indirect cost.

Controllable and noncontrollable costs. Like direct and indirect costs, 
a reference point is required to classify costs as controllable or noncontrollable. 
Obviously, at some point in the organizational structure, all costs are 
controllable. Top management can dispose of property, eliminate personnel, 
terminate research projects, or whatever is necessary to controKcosts. 
At middle and lower levels of management, however, costs can be termed 
as noncontrollable. If a specific level of management can authorize certain 
costs, then these costs are considered controllable at that level. A plant 
manager, for example, may have control over the supplies used by his or 
plant, but he or she may have no control of promotional costs established 
by central headquarters.

Sunk costs. A sunk cost is usually a cost that was spent in the past and 
is irrelevant to a decision under consideration. Sunk costs may be variable 
or fixed.

Differential costs. The purpose of cost analysis is to provide management 
with the data necessary to compare alternatives and make a choice. In 
order to simplify the comparison of alternatives, any costs that remain 
the same regardless of the alternative will be disregarded in the analysis. 
A difference in cost between one course of action and another is referred 
to as a differential cost. In most cases, the decision will result in an 
increased cost. This increased differential cost is often specifically referred 
to as an incremental cost. Differential costs are often referred to as 
marginal costs when the differential cost is the additional cost required 
to produce one more unit of a product.

Opportunity costs. Ordinarily, costs are viewed as outlays or expenditures 
that must be made to obtain goods and services. The concept of opportunity 
costs extends this to include sacrifices that are made by foregoing benefits 
or returns. An opportunity cost takes into consideration the fact that 
choosing one of several alternatives precludes receiving the benefits of 
the rejected alternatives. The sacrifice of a return from a rejected alternative 
is referred to as the opportunity cost of the chosen alternative. Many of 
the costs mentioned are overlapping in nature. Thus, fixed cost may also 
be a sunk cost, noncontrollable cost, or a period cost. Judgement must 
be used in identifying specific costs in the development of cost estimates 
for a specific opportunity or business venture.

NOTES
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Financial analysis and capital budgeting consist of the process of selecting 
among alternative investments in land, buildings, productive equipment, 
or other assets for future gain. Since decisions of this type usually 
commit the firm to a long-term course of action, careful analysis is 
required to identify the potential return.

Capita] budgeting is conceptually very simple. Simply list all the investment 
opportunities available, rank them according to profitability, and accept 
all investments up to the point at which marginal benefits equal marginal 
costs. However, in reality, the complexity of revolving planning horizons 
makes the choice of capital outlays more difficult. Different project 
length, start-up time, and payout time make meaningful comparisons 
among investment alternatives problematic. The depth of the economic 
analysis needed depends on the type of project, its urgency, and the 
objectives of the firm. For example, a burned-out generator in a power 
plant must be replaced. The decision is not replacement versus 
nonreplacement; the decision concerns only which particular generator 
is most productive, least costly, or most readily available. Before discussing 
in detail the analytical techniques for determining profitability and 
for making capital decisions, a framework for the decision process 
should be established.

NOTES

1. Step one: Define problem. Step two: Identify alternatives.

2. Step three: Identify relevant costs and revenues that will change 
because of the action taken.

3. Step four: Determine the alternative that has the most beneficial 
result.

Step One: Define Problem
The first step appears obvious; however, even though it is elementary, 
it is often overlooked. Many times a statement of a problem such as 
“We need more trucks” is not a problem statement at all but, rather, 
a suggested alternative solution. Too often, decision-makers jump 
prematurely to step two without clearly articulating the problem. The 
importance of proper problem definition cannot be overemphasized. 
Replacement of a worn-out piece of equipment, development of a new 
product, and the construction of a new plant all create uniquely complex 
problems to overcome. Each of these examples generally produces several 
alternatives, which must be clearly identified and evaluated.
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Step Two: Identify Alternatives
Alternative actions can range from doing nothing to going out of business 
to replacing with the same type of equipment, replacing with different 
equipment, replacing with larger or smaller equipment, and so on. From 
this wide range of alternatives, only the appropriate alternatives should 
be selected for further analysis.

NOTES

Step Three: Identify Relevant Costs and Revenues
The next step is to identify the relevant costs and revenues that will 
change as a result of the action taken. Many aspects of technical analysis 
and cost forecasting also apply to this step in the capital budgeting 
process. Do not assume that past operating costs will apply to new venttires. 
Although it is tempting simply to project historical costs into the future, 
it is very hazardous to do so. Methods of dealing with the uncertainty 
surrounding the cost and revenue flows involved in capital budgeting 
must be incorporated to realistically identify and estimate costs and 
revenues. These methods will be discussed later.
The basic question asked in step three is, “What are the changes in costs 
and revenues that will occur because of an action taken?” Other questions 
to be addressed follow;

1. What additional revenues will be generated?

2. What revenues will be lost?

3. What is the net impact of the action on revenue?

4. What additional costs will be generated?

5. What costs will be eliminated?

6. What is the net impact of the action on costs?
The preceding questions lead to the economic principle of incremental 
changes in cash flow. Once an after-tax cash flow change has been determined, 
we are ready for step four.

Step Four: Determine the Alternative with the most 
BeneRcial Result
The/capital budgeting decision alternative with the most positive return 
on investment is generally considered the superior one. The specific 
method of analysis used to calculate which alternative has the most 
sufficient economic returns over the life of the investment must in some 
way take into account the trade-off of current cash outlay and future 
cash inflow.
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The financial assessment usually covers at least four different areas: 
(1) revenue analysis, (2) cost analysis, (3) cash-flow analysis, and 
(4) analysis of return on investment (ROI).

ft

Revenue and costs can change radically over the course of a product’s 
life cycle.

Costs that can be expected to remain constant over a period of time 
regardless of activity levels are called fixed costs.

Costs that vary closely with production are considered variable costs.

Direct costs are those identifiable with a particular product, activity, or 
department.

The purpose of cost analysis is to provide management with the data 
necessary to compare alternatives and make a choice.

Financial analysis and capital budgeting consist of the process of selecting 
among alternative investments in land, buildings, productive equipment, 
or other assets for future gain.

NOTES

REVIEW QUESTIONS
What do you understand by financial analysis of marketing? 

Explain Not-for-Profit Financial Analysis.
Explain revenue analysis.
Write short notes on:
a. Forecasting Market Share
b. Judgement Estimates

c. Consumer Surveys
d. Cost analysis

Discuss the various steps of financial analysis.

1.

2.
3.
4.

5.
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CHAPTER 14 INTEGRATED CUSTOMER
MARKETING

NOTES .

★ STRUCTURE ★

14.0 Learning Objectives

14.1 Introduction

14.2 Why Integration is Crucial Today

14.3 Why is Integration so Difficult to Accomplish?

14.4 What is Integrated Customer Marketing?

14.5 Building ICM Currencies

• ■ Summary

• Review Questions

14.0 LEARNING OBJECTIVES
After going through this chapter, you will he able to:

• define marketing and obstacles that have prevented a customer
centric focus.

• discuss why integration is crucial today.

• define integrated customer marketing.

• discuss about the benefits offered by ICM.

• define ICM currencies.

14.1 INTRODUCTION
Twenty years ago, Philip Kotler defined marketing’s role as setting the 
strategic direction for the organization and its interaction with customers 
for the purpose of satisfying needs of a target market at a profit. Importantly, 
Kotler advised that marketing activities should be manifest in all the 
activities of an organization to create customer value. He su^ested that 
this customer-focused, integrated approach to marketing would bring 
the strongest short- and long-term results.
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Despite the strong desire of marketers and business leaders to become 
more customer centric, the tools, capabilities, and support needed to 
implement an integrated approach simply weren’t available. Instead, 
the concept of marketing integration was applied and tested within 
marketing campaigns, business units, and channels as a tactic for improving 
short-term results.

Still, marketers remained eager to apply the concept as a strategy 
across the -entire organization. They took steps toward that goal by 
embracing concepts such as customer relationship marketing, 1-to-l 
marketing, integrated marketing communications, and others. But 
organizations have yet to fully integrate the marketing function by 
engaging the entire enterprise in building customer lifetime value. None 
of these approaches achieved full, customer-centric integration because 
they did not take into account the activities of the customer.

In 2007, Forrester Research found that just 9% of marketers at or 
above director level at major companies said their customer communications 
were “very integrated” across channels. Two years later, the numbers 
haven’t moved much. Preliminary results of a new Forrester study 
commissioned by Merkle indicate only 17% of senior marketers and 
managers say their companies’ customer and prospect communication 
activities are “very integrated” across marketing, sales, and service 
(Figure 14.1).

Some - but by no means all - of the major obstacles that have prevented 
a customer-centric focus include:

NOTES

A lack of executive support 

Organizational designs 

Compensation and incentive systems 

Measurement constraints

• Business models

• Data capture capabilities

• Analytic capabilities

• Perceived high cost

• Focus on short-term results

Today, virtually all these obstacles can and must be overcome. Twenty- 
first century business realities, talent, and tools have converged, making 
customer-centric marketing both practical and urgent. Marketing 
integration’s perfect storm has arrived.

This paper, the first in a series, discusses the opportunity offered by 
fully integrating the marketing function across the enterprise and the
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obstacles that have prevented marketers from implementing this strategy. 
The paper introduces a systematic - and most importantly, customer- 
centric - approach that makes integration both practical and realistic to 
implement. Merkle calls this new approach Integrated Customer Marketing.

NOTES

14.2 WHY INTEGRATION IS CRUCIAL TODAY
Despite pouring billions into customer acquisition and loyalty programs, 

initiatives fall short because marketers are unable to draw amany
direct, measurable connection between a customer’s interaction and the
resulting behaviour. This disconnect arises from a lack of enterprise
wide integration and a continued myopic focus on product marketing 
rather than customer marketing. “When business units are named after 
products, it’s hard to be customer focused,” says Penn State’s Gary Lilien.
Little has changed since the nineties, when the term integrated marketing 
typically described public relations, advertising, direct marketing, and 
promotions working together to deliver a consistent message to a target 
audience across multiple communications channels. The modern definition 
of “fully integrated marketing” is far more expansive and emphasizes 
structured collaboration among most, if not all, other departments. With 
shared language, metrics, and strategy, the entire enterprise is able to 
work together toward the common goal of achieving maximum customer 
value from each relationship.

• Optimizing value is a tiered process, built by nurturing lasting 
relationships over time:

• Increased relevance creates increased engagement
• Increased engagement creates increased satisfaction
• Increased satisfaction creates increased behaviour

Increased behaviour creates increased value 

Increased value creates increased returns
Very integrated: We track and measure the impact that 

communication in each discipline has on the other. 17%

Somewhat integrated: We track communication in each 
discipline and "hand-over" insight from one discipline

to the next.
53%

Not very integrated: We inform other divisions about 
activity but do not share insight or results. mm

Not integrated: Each discipline operates in isolation.

0 5 10 IS 20 25 30 35 40 45 50 55

Figure 14.1 ; How integrated are your customer and prospect communication 
activities throughout marketing, sales and service?
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In a fully integrated, customer-focused organization, marketers play 
multiple, vital roles across the enterprise and at the highest organizational 
level—often working with top executives to establish company-wide 
strategy as well as financial and operational goals. Deploying fully 
integrated, customer-based marketing—and seizing the accompanying 
opportunities—has become an increasingly urgent need.

Integroted Customer 
Marketing

NOTES

14,3 WHY IS INTEGRATION SO DIFFICULT TO 

ACCOMPLISH?
Historically, most organizations have struggled in their attempts to 
implement a systematic approach to delivering customer interactions 
that drive value. The reasons are complex and numerous.
A lack of a coordinated, enterprise-wide approach has clouded the 
ability to view customers across the organization. Without an approach 
that involves enterprise management, it’s been impossible for most 
companies to develop a common customer segmentation strategy that 
makes sense to all departments, all the time - rather than in response 
to fluctuating departmental goals or a single campaign’s objectives.
Basics, such as routine customer data collection sharing and accessibility, 
have been long-standing issues in many organizations. In reporting 
the results of its April 2009 Data Management Survey, reported that 
only 31% of respondents - 253 top company and marketing executives, 
directors, and managers from across the US- said their companies 
integrate data collection channels. When it is already difficult or impossible 
for one department to access customer data collected by another department, 
for instance, the prospect of successfully implementing a strategy involving 
enterprise wide sharing and collaboration is often viewed with great 
skepticism. A lack of a coordinated, enterprise-wide approach has clouded 
the ability to view customers across the organization.
Top company executives aren’t typically involved in marketing strategy 
and that’s problematic, too. Without C-suite leadership and active 
involvement in the development of universal metrics, including the 
relative value of different customer segments to the organization as a 
whole, the opportunity to integrate in a way that builds long-term 
value becomes increasingly difficult.
Launching an initiative to accomplish full integration across a vast 
and complex organization is also understandably daunting, which is 
why so few companies attempt it. Those who initiate enterprise-wide 
implementation as a single work “project” rarely succeed. Day-to-day 
demands usually place the effort as a low priority and the complexities 
involved make integration seem impossible and impractical, especially
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when undei'taken without a framework that provides a dear pathway. 
But the short- and long-term benefits outweigh the obstades. The organizations 
that use a systematic framework and view integration as a multi-step 
journey, rather than a marketing project, are best positioned for success. 
Organizations that implement integrated marketing stand to achieve 
both incremental and sustainable advantages.

NOTES

14.4 WHAT IS INTEGRATED CUSTOMER 

MARKETING?

is an optimization framework thatIntegrated Customer Marketing 
maximizes customer portfolio value through targeted management of 
customer interactions across marketing, sales, and service throughout 
the customer lifecycle. The ICM Framework enables companies to transition 
from campaign to customer lifetime value management, migrating the 
entire enterprise through an integrated customer journey (Figure 14.2).

TM

Strategy & Planning

Technology Infrastructure

Customer Portfolio Optimization
mI fbs •0Marketing Optim'aation 

Marketing Mix Optimization
c
0)
£
U} s0)

(D
fi>
V>u Program Optimization

•c Program Definition & Development ca
3a

Campaign Optimization 
Targeting & Execution

2LU

Data & Analytics 

Change Management

Figure 14.2 ; Integrated Customer Marketing Framework

Drawing upon rnore than 20 years of knowledge, data, and experience 
working with top-tier marketing operations, Merkle examined the obstacles 
that have prevented organizations from implementing fully integrated, 
customer-centric marketing and the various intermediary approaches 
that have emerged over the past two decades. Surprisingly, one of the 
missing links is an organizational focus on the customer. Integrated Customer 
Marketing™ (ICM) was so named in recognition of its customer centricity.
ICM is |both a systematic pathway to integration and a business philosophy. 
It puts customers at the center of a company’s business strategy in a way 
that trumps the old brand- and product-centric approaches. Merkle’s 
proprietary ICM framework fully integrates the marketing function across
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the entire enterprise in a customer-centric fashion. When ICM is 
implemented, customers and companies win.

ICM informs and integrates the total customer experience - from strategic 
lifecycle management and marketing mix optimization to comprehensive 
program development and campaign execution. In traditional marketing 
operations models, business units are engaged in campaign-focused 
interactions that are driven by product objectives. In the ICM model, 
the enterprise engages in customer-focused interactions designed to 
heighten and maximize customer experience and lifetime value through 
a series of well-defined and properly executed campaigns. ICM strives 
to integrate the customer experience by shifting the organization’s 
orientation to the customer.

Designed to overcome organizational, operational, and technological 
constraints that typically hinder organizations from maximizing value, 
the ICM framework incorporates strategy and planning, change management, 
technology infrastructure, and data and analytics. Enterprise segmentation 
and enterprise measurement frame four major areas of integration, 
each of which is implemented as a gradual, planned “journey” via a 
clearly defined, multi-step process.

NOTES
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Merkle works with the organization to first establish a customer-centric 
foundation by building upon basic infrastructure and capabilities, such 
as campaign-based modeling and targeting. Later, enterprise engagement 
begins with advanced lifecycle strategies. Then, the organization implements 
customer touch point management, enterprise segmentation and measurement 
(see Figure 14.3).
Ultimately, ICM’s systematic approach reengineers the organization’s 
customer marketing strategy and business processes by integrating sales, 
marketing, and service functions throughout the enterprise. The result 
is an enterprise that uses measurable, data-driven methods to actively 
manage every customer interaction across the organization.
ICM offers many benefits, among them;

• Improved short- and long-term profitability by optimizing the value 
of the entire customer portfolio.

• Informed customer-centric, strategic planning.

• The flexibility and organizational processes to quickly adapt to 
change and seize every opportunity, including those that arise 
from fluctuations in the economy or changes in the marketplace.

NOTES

14.5 BUILDING ICM CURRENCIES
The marketing discipline is at a pivotal moment in its evolution. It’s not 
enough to simply say, “Let’s be more customer focused.” To achieve fully 
integrated customer marketing, organizations need to transition from a 
campaign-focused approach to a customer-focused approach. Instead of 
optimizii^ an email campaign, they should be looking at the next 40 campaigns, 
to see how these are influencing the value of a customer over time.

Internally focused, ad hoc arbitration and committee-based consensus 

on marketing philosophies and practices have often prevented companies 

from managing their customer portfoUos to create a competitive advantage. 
The ICM approach systematically addresses and builds three non-negotiable 
currencies within organizations to create a “this is the one way we always 
operate” protocol. These three currencies will enable companies to achieve 
fully integrated, customer-centric marketing and realize the accompanying 
financial benefits (Figure 14.4). The three ICM currencies include the 
following:

1. Segmentation based on attitudes, values, and behaviours. 
Companies need a universal segmentation language to ensure that 
all departments within a company are talking about customers in 
the very same way.In most companies, brand marketing discusses*
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the customer from an attitudinal standpoint, while the finance 
department views the customer from a risk perspective, while 
the direct marketing department focuses on behaviour. Once an 
organization has more than 100 customers, it must develop a 
universal language to discuss the different wants and needs of 
customers. Segmentation is that language.

2. Incremental measurement. Everyone knows measurement is 
’mportant. But the most crucial measurement is incremental. 
The average cost to acquire a customer is a moving target: In 

reality, marketers need to examine not the average cost, but 
the incremental cost of the next dollar spent. In some companies, 
this seemingly innocuous distinction can mean quite literally 
thousands of dollars on a single customer. Companies must 
understand the impact that sales, marketing, and service have 
on customer behaviour, so that sound, fact-based decisions can 
be made regarding how the next dollar spent will impact customers 
over a specific period of time.

3. Universal customer value metric. Many organizations have 
value metrics or proxies of some kind. But few have a universal 
methodology or metric across the organization. Chaos reigns if 
each department determines the value of a customer as a point- 

in-time metric with different scoring criteria. For instance, the 
customer who makes many purchases but calls to ask a lot of 

questions is routinely valued one way—^high value—by the marketing 
department and another way—high cost, low value—by the call 
center. Companies must take a wider lifetime view of each customer— 
while taking into account the total impact they have on the 
organization (see Figure 14.4).

NOTES
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Figure 14.4 ; The Three ICM currencies
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Launching an initiative to accomplish full integration across a vast and 
complex organization is also understandably daunting, which is why so few 
companies attempt it.

Integrated Customer Marketing™ is an optimization framework that maximizes 
customer portfolio value through targeted management of customer interactions 
across marketing, sales, and service throughout the customer lifecycle.

ICM offers many benefits, among them:

Improved shoi't- and long-term profitability by optimizing the value of the 
entire customer portfolio.

Informed customer-centric, strategic planning.

To achieve fully integrated customer marketing, organizations need to 
transition from a campaign-focused approach to a customer-focused approach.

NOTES

REVIEW QUESTIONS

1. What do you understand by integrated marketing?

2. What are the major obstacles that have prevented a customer-centric focus 
include?

3. Why is integration so difficult to accomplish?

4. What is integrated customer marketing?

5. What do you understand by three ICM currencies?
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CHAPTER 15 OVERVIEW OF IMC

★ STRUCTURE ★ NOTES

15.0 Learning Objectives

15.1 Introduction

15.2 What is IMC?

15.3 Original Definitions of IMC

15.4 More Recent Definition of IMC

15.5 Managing IMC

15.6 The Role of Advertising and Promotions in IMC

15.7 Barriers to Effective IMC

• Summary

• Review Questions

15.0 LEARNING OBJECTIVES
After going through this chapter, you will be able to:

• understand the concept of IMC.
• explain more recent definitions of IMC.
• understand how to manage IMC.
• discuss the role of advertising and promotions in IMC.
• know about the barriers to effective IMC.

15.1 INTRODUCTION

In the world of marketing, there is no question that certain areas that 
have been practiced in one way or another over the years are suddenly 
dressed up in new clothes and touted as ‘the’ new thing. Relationship 
marketing comes quickly to mind. Marketers always understood (or certainly 
should have) the importance of sound relationships with their customers, 
but the mid'1990s saw an inundation of articles in the business press, 
‘airport books’, and even academic work, in the area of ‘ relationship’ 
marketing. Today, it seems to have morphed into customer relationship 
marketing, or CRM, and as we shall later see this idea is even informing 
definitions of IMC.
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Why do we bring this up at the beginning of a book on integrated marketing 
communication? It is to make the point that unlike many fads in marketing, 
the idea of IMC really was something new in marketing; at least IMC 
correctly implemented. In fact, in the twenty or so years since the emergence 
of the idea of IMC in the mid- to late 1980s, few companies have yet been 
able to truly implement effective IMC. We shall touch on several of the 
key reason.s why later in this chapter. First, however, we need to understand 
just what is meant by integrated marketing communication or IMC.

NOTES

15.2 WHAT IS IMC?
We might briefly define IMC as the planning and execution of all types 
of advertising-like and promotion-like messages selected for a brand, 
service, or company, in order to meet a common set of communication 
objectives, or more particularly, to support a single ‘positioning’. We 
believe strongly that the key to IMC is planning, and the ability is to 
deliver a consistent message.

15.3 ORIGINAL DEFINITIONS OF IMC
In 1989, the American Association of Advertising Agencies (known as 
the Four A’s) formed a task force on integration that was to define IMC 
from the viewpoint of the Four A’s agencies. The task force came up with 
this definition of IMC: ‘A concept of marketing communications planning 
that recognizes the added value of a comprehensive plan that evaluates 
the strategic roles of a variety of communication disciplines {e.g., general 
advertising, direct response, sales promotion, and public relations) and 
combines these disciplines to provide clarity, consistency, and maximum 
communication impact.’

In the same year, the investment firm Shearson-Lehman Hutton (1989) 
issued a detailed report on consumer advertising, with special emphasis 
on diversification into areas that would lead to integration. They concluded 
that a number of changes at work in the marketplace would force traditional 
packaged goods marketers to take a much more integrated approach to 
marketing. They noted that high-involvement non-service products {.e.g., 
automobiles or cruise vacations) where the selling task is more complicated 
were at that time more apt to use integrated strategies.

In general, the report concluded that the dynamics were in place for a 
surge in demand for integrated communications from all kinds of advertisers. 
In their 1993 book Integrated Marketing Communication-(perhaps the 
first book to really deal with the subject!, Don Schultz and his colleagues 
talked about IMCs as a new way of looking at the whole where once we
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Overview of IMlonly saw parts such as advertising, public relations, sales promotions, 
purchasing, employee communications and so forth ( Schultz et al., 
1993 ). They saw IMC as realigning communications to look at it in the 
way the consumer sees it, as a flow of information from indistinguishable 
sources.

They observed that professional communicators have always been 
condescendingly amused that consumers call everything advertising 
or public relations. Now they recognize w'ith concern, if not chagrin, 
that that is exactly the point. It is all one ‘thing’ to the consumer who 
sees or hears it. They go on to say that IMC means talking to people 
who buy or don’t buy based on what they see, hear, feel, and so on, and 
not just about a product or service. It also means delivering a return 
on investment, not just spending a budget. This definition ‘looks back’ 
at the goals of IMC. We will be looking at IMC largely from a strategic 
perspective for planning and implementing IMC.

At Northwestern University’s Medill School in the USA (where Schultz 
was teaching) the curriculum was in fact changed to focus on this new 
idea of IMC rather than the more traditional programs in advertising. 
At the time, they offered their own working definition (Schultz, 1993):.

“Integrated marketing communications is the process of developing 
and implementing various forms of persuasive communication programs 
with customers and prospects over time. The goal of IMC is to influence 
or directly affect the behaviour of the selected communications audience. 
IMC considers all sources of brand or company contacts that a customer 
or prospect has with the product or service as potential delivery channels 
for future messages. Further, IMC makes use of all forms of communication 
which are relevant to the customers and prospects, and to which they 
might be receptive. In sum the IMC process starts with the customer 
or prospect and then works back to determine and define the forms 
and methods tlirough which persuasive communications programs should 
be developed.”

This definition, while more elaborate than ours, is still basically addressing 
the need for overall communication planning. It is critical to consider 
IMC as a process, not a ‘thing’.

NOTES

15.4 MORE RECENT DEFINITION OF IMC
The emphasis in those early days was certainly on planning, and to 
our mind this must remain at the heart of any definition of IMC. But 
today IMC is more likely to be talked about in terms of ‘customer 
relationships’. In fact, Kotler (2003) has put it in just those terms. He 
now defines IMC as ‘a way of looking at the whole marketing process
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from the viewpoint of the customer’. Yet only a few years earlier ( Kotler 
et al., 1999 ) he was defining IMC as ‘the concept under which a company 
carefully integrates and coordinates its many communications channels 
to deliver a clear, consistent and compelling message about the organization 
and its products’.

Others have taken this idea of IMC from a customer relationship view 
a great deal further. Tom Duncan, at the University of Colorado, who 
like Dan Schultz and his colleagues at Northwestern, was one of the 
early academics to restructure their advertising programs in terms of 
IMC, today sees it as simply put (our emphasis) a ‘process for managing 
customer relationships that drive brand value’ (Duncan, 2002). Nothing 
‘simple’ at all we would argue. In fact, he goes on to say that what this 
means is that IMC is a ‘cross-functional process for creating and nourishing 
profitable relationships with customers and other stakeholders by strategically 
controlling or influencing all messages sent to these groups and encouraging 
data-driven, purposeful dialogue with them’.

There is a lot here in this definition. Of course, marketing is (or should 
be) about satisfjdng consumer demand. But we would suggest that the 
real key here, in terms of IMC, is ‘strategically controlling or influencing 
all messages sent’, and to do that requires strategic planning. Duncan 
goes on to ‘define’ the major elements within his definition. The idea of 
a cross-functional process refers to a need for all parts of a company and 
vendors working on a particular brand to work together to ‘plan and 
merge all messages a company sends to its target audiences’. We totally 
agree, but as we shall see, getting everyone involved in a brand’s marketing 
communication to cooperate is very difficult. Creating and nourishing 
stakeholder relationships and profitable customer relationships refers 
to IMC identifying those target audiences most likely to contribute to 
long-term profit, including both consumers and others with links to a 
brand {e.g., Government regulatory agencies and investors).

Strategically controlling or influencing all messages means that every 
contact with the market must be consistent, and encouraging purposeful 
dialogue implies that people want the ability to interact with a company. 
As we said, there is a lot here in this definition. But in the end, IMC is 
really all about planning in order to deliver a consistent message. Effective 
IMC should certainly encourage strong customer relationships, but it

does that through effective planning in order to develop an integrated 
communication program that will optimize specific communication objectives 
that lead to a desired behaviour on the part of a target audience. Actually, 
after Duncan explains his detailed definition of IMC (as we have reviewed), 
even he reminds us that communication is the foundation of brand relationships 
and the basic principle of IMC.

NOTES
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Overview of IMCStrategies for building stroitg profitable relationships with customers 
and other stakeholders is part of the marketing plan, and effective 
marketing communication should support that plan. We shall leave it 
to others to discuss IMC in this broader marketing-oriented way. A 
strategic understanding of IMC must be based upon a rigorous planning 
process that will identify appropriate target audiences, set specific 
communication objectives for these target audiences, develop marketing 
communication that will accomplish those objectives in a consistent 
way, and find the best ways of delivering the message. That is what 
IMC, and this book, is all about.

NOTES

15.5 MANAGING IMC
In the early years of IMC thinking, despite the feelings of many marketing 
managers that advertising agencies may not have been the best planning 
catalyst for IMC, they did play a major role in providing and managing 
these initial attempts at integrating marketing communications. A number 
of very large advertising agencies and agency groups were quite active 
in this new area of IMC. Such agencies as (then) Saatchi and Saatchi, 
Young and Rubicam, The Interpublic Group of Companies, WPP Group, 
Ogilvy and Mather, Leo Burnett Company, and DDB Needham, while 
all primarily advertising agencies, nevertheless delivered other marketing 
communication services either from specific divisions, subsidiaries of 
the groups, or through alliances or joint ventures. They were all selling 
themselves as able to provide all the services and disciplines a marketer 
could want for marketing communication.

But even at the time, what they were offering as IMC was not what 
their clients either wanted or for which they were willing to pay. 
While 85% of advertisers said they wanted IMC services, only a fraction 
felt their advertising agency would provide it. Major agencies tried to 
deal with this issue in different ways. Many agencies set up programs 
to educate their executives in IMCs. Prior to its break-up in 1995, 
Lintas Campbell-Ewald, a division of The Interpublic Group of Companies, 
had for several years offered an extensive training program in IMCs 
for their middle and upper level managers. Y & R launched a worldwide 
IMCs training program in the early 1990s aimed at educating top executives, 
with a goal to extend the training program to all agency managers. 
Leo Burnett, one of the early leaders in the IMCs arena, implemented 
a new integrated planning and communications program. Their goal 
was for all of the Burnett’s then 2000 plus US employees to attend the 
6-day seminars. Major advertising agencies may have gotten off to a 
slow or even wrong start, but there is no doubt that they seemed 
committed to delivering IMCs for their clients.

Self-Instructional Material 167



Marketing of 
Telecom Products

Even though the marketing communications industry has always been 
made up of a variety of specialty groups, almost by default traditional 
advertising agencies took the lead in the IMCs planning for their clients’ 
brands. The reason was simple. The vast majority of a company’s communication 
budget was usually with an advertising agency. But today, there has 
been a virtual explosion in the number of new agencies devoted to some 
aspect of marketii^ communication, fueled in a large part by the (unfortunate) 
trend toward an ever increasing emphasis on promotion, as well as alternative 
ways of delivering messages such as ‘new media’.
Unfortunately, this only complicates the ability to develop and manage 
sound strategies for IMC. Let us consider for a moment just some of the 
many groups that could play a role in the creation and delivery of marketing 
communications. To begin with, there are all of the traditional sources 
of marketing communication messages such as advertising agencies (everythii^ 
from full-service agencies to boutiques), sales promotion or collateral 
agencies, public relations firms, and specialty agencies {e.g., those that 
deal with trade shows or with event marketing). Add to them corporate 
identity groups, packaging specialists, branding companies, the increasing 
number of direct response agencies, and telemarketers. Then there are 
Internet agencies, new media, and media buying groups (who themselves 
are playing a greater role in overall communication strategy).
Distribution channels can also have an impact, and not only with trade 
communications. Retailers certainly play an influencing role via co-op 
programs or through channels marketing. All franchise organizations 
have participation from franchises in their marketing communications. 
Soft drink and beer companies have bottlers and distributor networks 
that frequently have a strong voice in the direction of their brand’s 
marketing communication.
Then there is the company’s organization itself, which could include any 
number of departments with some responsibility for marketing communication. 
And unfortunately, in most cases these departments have their own managers 
and operate independently of each other. Too many companies still practice 
vertical rather than horizontal management, and this means departments 
are often unlikely to even talk with one another let alone work together. 
Even in large companies where a single group has been created to oversee 
all marketing communication, and to coordinate the efforts of all outside 
agencies and suppliers (something essential for effective IMC, we would 
argue), it is often difficult to rest control from brand management. Also, 
there is a long history of tension between the sales force and marketing 
teams.

Now, multiply all of this by the number of countries where a company 
markets its brands. While it is not unusual for many marketii^ communication 
suppliers to have global networks, it is still a management nightmare.

NOTES
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Overview of IMCGlobal IMC must take into account local differences while still maintaining 
a consistent overall positioning for the brand. One way international 
marketers try to deal with this is by consolidating all their global 
marketing communication efforts in one agency with the capacity of 
handling most of its marketing communication needs, either within 
the agency itself or through its network of sister organizations.
But you begin to get the idea. AU of this potential input into a company’s 
marketing communication must be controlled and managed in order to 
ensure a consistent strategy and message. This is not easy, and even 
with the best of intentions it is difficult to implement effectively. But, 
if there is to be effective IMC, this problem must be solved. There 
must be a central source that has real responsibility for not only coordinating 
the efforts of all those involved in the process, but also the authority 
to make decisions. And perhaps the most important decision they must 
have the authority to make is how the marketing communication budget 
is to be allocated.

NOTES

15.6 THE ROLE OF ADVERTISING AND PROMO
TIONS IN IMC

We mentioned earlier that one of the main reasons traditional advertising 
agencies originally took the lead in managing IMC was because that 
was where most of the marketing communications money was to be 
found. But this is all changing. With the increasing short-term focus 
on the bottom line, promotion-oriented marketing communication is 
playing an ever larger role, and, many companies are questioning the 
role of advertising today. They shouldn’t.
What exactly is the role of advertising in IMC? As we have tried to 

- make clear, IMC is a planning concept. So, the easy answer is that 
traditional advertising ‘fits’ when and where it makes sense in most 
effectively communicating with the target audience. But this easy answer 
will not be very satisfactory to many managers. As Schultz (1995a) 
once put it, ‘An integrated approach to communication planning and 
implementation does not necessarily reduce the role or value of traditional 
mass-media advertising*. We agree. In today ’ s world, what is advertising? 
Television commercials include direct response 800 numbers or ask 
consumers to look for a coupon in the newspaper—and actually show 
the coupon. Is this advertising or is it promotion? In the past, advertising 
has been traditionally delivered via measured media: television, radio, 
newspaper, magazines, outdoor. But today advertising messages are 
also delivered through direct marketing and channels marketing {e.g., 
trade-oriented marketing such as co-op programs), areas where in the 
past one only found promotional messages.
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The consumer certainly does not know (or, we suspect, care) what constitutes 
‘advertising’, as we mentioned earlier. In an interesting study conducted 
in the US by the Leo Burnett agency, 1,000 consumers were called at 
random and asked what they would call a wide variety of marketing 
communication forms (Schultz, 1995b). They found that consumers ans
wered ‘advertising ’ to over 100 different forms of marketing communication. 
Many of the answers indeed would fit most advertising executives ’ definition 
of advertising. But what about such things as sweepstakes/contests/games, 
product catalogs, information brochures, window displays in stores, coupons, 
bill inserts, and such? Sounds more like traditional promotion, but well 
over 90% of the consumers interviewed called them ‘advertising’. In fact, 
92% said product packaging is advertising! Perhaps not surprisingly, 
consumers seem to see almost every form of marketing communication 
as advertising.

Rossiter and Percy (1997) make two interesting points about the role of 
traditional advertising versus promotion in today’s marketing communication. 
Addressing the swing to promotion in marketing communication budgets, 
they point out that in spite of this swing (a) there has been an increase, 
not a decrease in the use of general advertising media in the last decade 
(from when they were writing in the mid-1990s), and (b) most of the 
growth in promotion, apart from all-but-required trade promotions, had 
been additional - and most of this in advert-like promotions.

Nevertheless, in traditional terms the rate of advertising growth has 
basically followed the pace of media inflation, while other areas of 
nontraditional advertising as well as promotion have experienced real 
growth. But this second point about advert-like promotions is very important. 
It is not traditional forms of promotion that are growing, but promotion- 
oriented messages that are very advertising-like. For example, as Rossiter 
and Percy point out, direct mail and telemarketing, by far the largest 
and fastest-growing forms of marketing communication, are generally 
thought of as promotion rather than advertising. Yet when properly 
used they are as much advertising, in the sense of building brand awareness 
and brand equity, as they are promotion in the sense of meeting some 
short-term sales objective. The same may be said of free standing inserts 
(FSIs), by far the most widely used way of delivering coupons.- In the 
strictest sense these are promotion-oriented media, and we shall treat 
them as such in this book. But they are also very advertising like in 
their ability to help build awareness and equity for a brand. This blurring 
of the old distinctions between advertising and promotion is yet another 
reason for the importance of IMC, because what one might think of as 
traditional advertising skills now play such a critical role in every form 
of marketing communication. As we shall see, planning an effective IMC 
program requires the manager to address strategic creative and media

NOTES
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questions that have always been addressed in traditional advertising. 
These principles are simply being applied to a wider range of options. 
In IMC, one is setting communication objectives and selecting media 
to maximize their ability to effectively reach the target market.

But rather than only considering various ways of using advertising, 
or independently considering some form of promotion, the planning 
and execution of all marketing communication should be integrated. 
The point is that in the end one may consider any marketing communication 
that deals with brand building as delivering an advertising-like message, 
and marketing communication that is looking for short-term action 
the part of the target audience as delivering a promotion-like message; 
and promotions should include advertising-like messages.

As we shall see in later chapters, the fact that marketing communication 
may be delivered via new media or old, as part of a direct marketing 
campaign or on the Internet, as an advert or promotion, the strategic 
foundation for the development and execution of the message remains 
the same. The brain will process the words and images the same way, 
regardless of how it is delivered. Sound is sound, words are words, 
and pictures are pictures to the brain, regardless of where the sense 
organs find them.

Overview of IMC

NOTES

on

15,7 BARRIERS TO EFFECTIVE IMC
Despite the fact that most marketers seem to agree that IMC makes 
sense, after 20 years there is very little evidence that it is being practiced 
by many companies. To the extent that it is being used, it is probably 
most likely to be found among fast moving consumer goods (fmcg companies) 
operating globally as they look for ways to coordinate their international 
marketing communication needs.

It should not be assumed by marketing managers that if they are not 
practicing IMC they are simply not enjoying the potential benefits of 
it. Without IMC, a brand’s marketing communication could actually be 
significantly less effective. And the more complex the market, the less 
effective it will be. The lack of IMC, the lack of coordinated communications 
planning and the delivery of a consistent message, could lead to multiple 
ortrayals of a brand in the market. Even if the positioning is the same, , 
if there is a lack of a consistent look and feel to all of a brand’s marketing 
communication there will be no synergy or ‘lift’ from the overall program. 
With a consistent look and feel, the overall impact of a campaign is 
much greater than the sum of its parts because the processing of each 
piece of marketing communication is facilitated by the prior processing 
of other messages in the campaign. When the individual messages
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being delivered lack this consistency, the processing of each different 
piece of marketing communication must begin from scratch. A promotion 
that contains the same general look and feel as the brand’s advertising, 
which is carried over with the packaging and reflected in in-store 
merchandising, means that prior exposure to any of these pieces of marketing 
communication will aid in the processing of the others. If each of these 
pieces has its own unique look, there will be no prior learning or foundation 
available when someone sees it. They most, process the message on its 
own. As we shall see in later chapters, getting someone to process marketing 
communication at all is difficult. Effective IMC helps. In fact, research 
has shown that there is a link between IMC and increase in sales, market 
share, and profit. So why hasn’t IMC been more widely adopted? We like 
the reason offered by Pickton and Broderick (2005) ; it is ‘partly due to 
ignorance, unwillingness and inertia, and partly due to the sheer difficulties 
of achieving the integration.’
Perhaps the single biggest problem revolves around the decision-making 
structure of most marketing organizations. The structure or organizational 
make-up of a company or agency, and the way managers think about or 
approach marketing questions frequently pose problems in trying to implement 
IMC programs. We shall be looking at this in terms of specific organizational 
barriers to IMC and an organizations character. Additionally, the issue 
of compensation is often a serious roadblock to effectively implementing 
IMC.

Markfiting of 
Telecom Products

NOTES

1. Organizational barriers 

Organizational structure

3. The low standing of marketing communication in an organization

4. Specialization

5. Organizational character

6. Culture of the organization

7. Management perceptions

8. ' Resistance to change

9. Financial emphasis

2.

SUMMARY

• In 1989, the American Association of Advertising Agencies (known as the 
Four A’s) formed a task force on integration that was to define IMC from 
the viewpoint of the Four A’s ^encies.

• Integrated marketing communications is.the process of developing and
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Overview of JMCimplementing various forms of persuasive communication programs with 
customers and prospects over time.

•' Defines IMC as ‘a way of looking at the whole marketing process from 
the viewpoint of the customer.’

• Distribution channels can also have an impact, and not only with trade 
communications. Retailers certainly play an influencing role via co-op 
programs or through channels marketing.

NOTES

REVIEW QUESTIONS

1. How would you define IMC?

2. Discuss why you feel recent definitions of IMC are or are not an improvement 
upon earlier definitions?

3. What is required for effective management of IMC?

4. How is the trade involved in a brand’s IMC?

6. What are the unique roles of advertising and promotion in IMC strategy?

6. Why is it so difficult to implement effective IMC?

7. How can the barriers to IMC be overcome?
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MENTING THE IMG PLAN
CHAPTER

NOTES

16,0 Learning Objectives 

Introduction 
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16.0 LEARNING OBJECTIVES
After going through this chapter, you will be able to:

• define the planning process.

• understand how to finalize the plan.

• describe how to identify touch points.

• understand the concept of communication tasks and media options.

• describe how to implement the plan.

16.1 INTRODUCTION
The planning process discussed in the last chapter yields all of the information 
needed to put together the integrated marketing communication (IMC) 
plan. The overall context for the plan is provided by the brand’s marketing 
plan, the target audience is identified, and an understanding of how 
they make brand decisions established. The creative positioning and 
objectives are determined, and a set of media options appropriate for 
delivering the message selected. Now it is time to put it all together.

In this chapter, we shall look at how the knowledge gained through the 
IMC strategic planning process is used in finalizing a plan for the actual
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IMG campaign, and how to implement it. Finalizing a plan requires 
identifying the touch points in the decision process where marketing * 
communication is likely to have the most significant effect on a brand 
decision, the communication tasks required at each of these touch 
points, and media appropriate for accomplishing these tasks. Once 
this is determined and the plan detailed, it is time to implement the 
plan. A creative brief is prepared to establish the parameters for message 
execution, and the appropriate media selected to optimize the delivery 
of the message. The manager is then in position to deliver an effective 
IMC campaign for the brand.

NOTES

16.2 FINALIZING THE PLAN
Once the strategic planning process is complete, the manager is in a 
position to begin finalizing a plan for implementing an IMC campaign. 
Based on the understanding of how purchase decisions are made in 
the category, in conjunction with target audience objectives and the 
communication strategy, the manager must decide whether or not the 
brand’s marketing communication goals:

• Can be satisfied with a single message directed at one primary 
target audience, using one primary type of marketing communication 
(e.g., advertising, direct-mail, brochures, etc.) or

• If a number of communication tasks should be considered, directed 
at one primary target, but to different roles in the decision 
process; different messages to different targets; and/or utilizing 
various types of marketing communication directed to different 
times or places in the decision process.

If the brand’s communication objective can be satisfied by a single 
message and one primary medium based on what was learned from the 
strategic planning process, the manager can proceed directly to selecting 
the most appropriate medium and to finalizing a creative brief for the 
development of the message. It is important to understand that even 
,if all that is necessary is a single message delivered through one primary 
medium, this is still IMC. If a brand has gone through a strategic 
planning process and all potential options were considered, but in the 
end one message delivered to the target audience through one primary 

^ medium satisfies the brand’s communication objective, we would argue 
this is still an IMC program. It only means that at this particular 
point in time, this is all that is needed. Of course, this is rarely the 
case, but it underscores the importance of seeing IMC as a planning 
process.
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IMC is an ongoing process. Market dynamics could change, and different 
messages in other media might become necessary. The brand will be 
ready to respond to these changes because the manager has been through 
an IMC planning process.
When a more detailed plan is required, which again is almost all of the 
time, it will be necessary to first determine the important touch points 
in the decision process where marketing communication can be most 
effective, second establish the communication tasks needed at each of 
these touch points, and finally select the appropriate media to deliver 
the message.

NOTES

Identifying touch Points
In the last chapter a behavioural sequence model was introduced, underscoring 
the need to understand consumer brand decisions as a process involving 
multiple stages with potentially several people involved, playing different 
roles in that process. Finalizing a consumer decision model like the 
Behavioural Sequence Model (BSM) makes it possible to oiganize all of 
the available knowledge about how brand choices are made in 'a category 
into a usable form for strategically integrated communication planning. 
An effective IMC plan can only be achieved if it is based on the decision 
process for a brand.
This understanding is extremely valuable because the manager must be 
able to identify those places in the decision process where marketing 
communication can have a positive impact upon brand choice. One might 
think about these places where marketing communication may influence 
the brand decision as touch points. It will be these touch points that 
provide the framework for the IMC plan.
Many of those who are interested in IMC have pointed out the importance 
of a solid understanding of the consumer in the effective implementation 
of IMC programs. In fact, it is important to look carefully at how consumers 
behave and see the world before it is possible to develop an effective 
IMC plan. The BSM is an ideal way of gaining this insight. It is indeed 
this insight into the consumer, more than anything else, which will help 
identify the touch points for effectively implementing an IMC program.
In order to help pull this together and demonstrate how one goes about 
identifying the important touch points in a decision process, consider 
the hypothesized BSM shown in Table 16.1 for a word-processing system. 
Suppose a company is marketing an innovative new word-processing 
system, and has developed this BSM of how companies go about deciding 
upon introducing new systems into their o^rations. Given this understanding 
of the decision process, what does it suggest about how best to positively 
effect the decision with marketing communication? Let us think through
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this process,, which is in effect what a manager would be doing in 
finalizing an IMC plan. It is obvious that in the real world this would 
be a complex decision process, with multiple potential target audiences, 
but for this example we shall utilize only the generic decision stages. 
As we look at the BSM, there is no doubt that more than a single 
message in one medium will be needed. Can one really imagine that 
a single advertising campaign, let alone a single promotion of some 
kind, would be able to do the job? Of course not.

Looking at the need arousal stage we see that a number of people 
might be involved. At the simplest level, the users of the current 
system in an initiator role might be complaining to their manager that 
they can’t get the increasing workload out on time. On the other hand, 
the manager in charge may be dissatisfied with the quality of the 
work, as the result of seeing or hearing about better alternatives. The 
need of the users or managers may be aroused without marketing 
communication if the work is falling behind, but if a brand wishes to 
help stimulate need, some -form of marketing communication will be 
required. Since it is a new system being marketed, it will be necessary 
to communicate with both those involved as initiators within a company 
and those in the trade, which will be asked to carry and sell the new 
system. At the very least there will be two target audiences participating 
at the need arousal stage who must be aware of the new system, and 
begin to form a positive attitude towards it.

Table 16.1: Decision roles for an hypothesized BSM for a 
word processing system

NOTES

Decision Stages

Purchase UsageNeed arousal Brand consideration

Manager or 
purchasing 
agent as 
purchaser

Users/mana-Users of current 
system/managers 
as initiator

Users/managers as
influencers ger as user

Dealers or outside 
consultants as 
influencers 
Manager as decider 
Senior management 
as decider

Dealers or outside 
consultants as
initiator
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Once initial interest has been aroused, at the brand evaluation stage the 
potential user and the trade will begin to form attitudes about the various 

alternative systems available. The same individuals who were involved 
as initiators will also probably fill the role of influencer as well. But, 
others could also play a part. Consultants may be called in, and at some 
point during the evaluation senior management will become involved. At 
this stage, managers and senior management will assume the role of 
decider.

Does it make sense to use the same message for everyone involved? 
While the message to the trade (both consultants and distributors), users, 
and managers should be basically the same (and certainly reflect the 
same look and feel), the medium of delivery will likely vary. Messages 
to senior management will certainly be different. Management is not 
interested in the technical aspects of the system, but they are interested 
in ‘ value ’ issues. There would appear to be a number of different marketing 
communication opportunities as this stage in the decision process. Additionally, 
if the brand does not already have a database in place, it would be a 
good time to begin. If there is one, it should be updated during this 
stage.

At the purchase stage, the manager or perhaps a purchasing agent, will 
be involved in the actual purchase. What message, if any, might we wish 

to deliver at this stage that differs from earlier material? The trade may 
wish to follow-up with an incentive promotion; the brand may wish to 
send direct mail to those the trade has indicated have shown interest in 
the new system.

Finally, what should be done during the usage stage? At the very least, 
it would make sense to do something to reinforce the manager’s choice 

of the new system. Some form of direct mail would be appropriate, but 
so too would general advertising that reinforces overall brand image. 
This positioning affects not only the manager, but also those who are 
actually using the new system.

Even using only the four generic decision stages in this example, one can 
see that there are a number of potential touch points where marketing 

communication can help inform brand choice. The task of the manager is 
to now identify the communication tasks that will be necessary to address 
these touch points, and then to set priorities in terms of what is essential 
for brand success, and what else might be helpful. Then, from this set of 

communication tasks the manager determines what will be affordable 

given the budget. In other words, the foundation has been late for an 
effective IMG plan.

NOTES
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16.3 IDENTIFYING COMMUNICATION TASKS 

AND MEDIA OPTIONS
The important touch points in the decision process reflect where marketing 
communication will have the best opportunity of positively influencing 
the decision in favour of a brand. The manager must next consider the 
communication tasks necessary for each touch point. This means identifying 
the relevant target audience at each stage- in the decision process and 
what marketing communication is expected to accomplish at each stage. 
Finally, in the development of the IMC plan, the manager must identify 
what appropriate media options are available to deliver the message.

NOTES

Communication Tasks
At each touch point in the decision process there may be a number of 
potential target audience roles involved. 'Hiese must be carefully considered, 
and those most likely to be responsive to marketing communication at 
that point identified. At the same time, the manager must decide exactly 
what is required of marketing communication at each touch point in 
order to positively influence the decision process. Together, these decisions 
identify the communications tasks required.

Target audience: What specific members of the target audience should 
be addressed at each stage, and what roles are they playdng? It would 
be rare indeed for all of the potential target audience members in all 
of their roles to be included. This is where the manager must begin 
making choices. Which target audience members in what roles are 
critical? These become the primary target audiences at that stage. 
One may also identify secondary or even tertiary audiences, in the 
event that there is enough in the budget to consider them after all the 
primary target audiences for each stage is addressed.

Communication objectives: Next, the manager needs to translate 
the appropriate communication effects into specific communication objectives 
for each stage. For example, brand awareness is always an objective, 
but what kind (recall versus recognition); and is it necessary to raise 
or simply maintain the awareness? With brand attitude, is it necessary 
to educate the target audience? Does the message at that point need 
to interest the target audience in the brand, stimulate enquiry, give 
them a good feeling, or underscore a unique feature? Should brand 
purchase intention be a commitment to call and make a reservation or 
place an order; or to ask for more information? Should the target 
audience request the brand specifically, say from an investment broker 
or health care provider; or pick the brand on their next visit to the 
store? What is needed here is a clear, concise interpretation of the 
proper communication effects required to meet the overall communication
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objectives for the IMC campaign. This can be a very involved process, 
drawing together all of the knowledge and understanding that came out 
of the strategic planning process. To illustrate, let us look at just some 
of the possible communication tasks associated with each stage of the 
generic decision model.
What communication effects are likely to be relevant to need arousal? 
Since this is' the stage when someone begins to think about possible 
purchase or usage of a breind, raising brand awareness will be a primary 
objective. An initial favourable brand attitude will also be needed, especially 
for low-involvement decisions. It is clearly not enough for people to 
simply be aware of a brand at this initial stage. Some tentatively positive 
attitude will also be required if the brand is to remain a contender in 
the decision process. But the manager must also consider category need 
here. It may not be necessary, but one should always ask if the target 
audience is both experienced and active in the category.
At the brand evaluation stage one must be concerned with both brand 
attitude and brand purchase intention effects. For low-involvement decisions, 
the tentatively favourable brand attitude built during need arousal must 
be reinforced, providing again what Maloney (1962) called ‘curious disbelief, 
leading to a positive intention to try. For high-involvement decisions, it 
is essential that enough appropriate information is provided at this stage 
because the target audience must be both informed and convinced. At 
the same time, if dealing with positive motives, one must be concerned 
with nurturing the appropriate feelings as well. Authentically reflecting 
the emotion involved in decision processes involving positive motives 
implies more than just a favourable attitude. A positive intention to buy 
or use the brand is needed, and this will follow from a favourable evaluation 
owing to the correct emotional associations.
But deciding to choose a brand does not guarantee it will actually be 
purchased or used. So at the actual purchase stage it will be necessary 
to ensure that the positive brand attitude is reinforced, and that the 
brand purchase intention is actually carried out. During usage, messages 
should help continue reinforcing brand attitude and encourage re-purchase 
or continued use of the brand. All of these decision stage-communication 
effects relationships are summarized in Table 16.2.

Table 16.2 : Decision stage-communication effect relationship

NOTES

Decision Stage Communication effect
• Consideration of category need
• Raise brand awareness
• Tentative brand attitude

Need arousal

• Build positive brand attituderand consideration
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• Convincing benefit claim for high-involvement 

strategies
• Establish authentic emotional link for 

transformational strategies NOTES
• Reinforce positive brand attitude
• Ensure positive brand purchase intention

Purchase

• Reinforce positive brand attitude
• Encourage repeat brand purchase intention

Usage

Media Options
Once the manager has determined the communication tasks, it is necessary 

. to identify appropriate media options for delivering the message at each 
touch point in order to accomplish the task. This is where the manager 
specifies exactly what media options are available to reach the target audience, 
consistent with the primary communication objective for the task.
How can recognition awareness be sustained? Should print advertising, 
billboards, or coupons be used? Will broadcast advertising or direct 
mail be appropriate? To facilitate purchase, should the brand use in
store banners or special displays? What about incentive promotions? 
This may be a good place to point out that if multiple media are used 
in an IMC campaign, it is done because of the specific appropriateness 
of the various media to the communication tasks, not from any sense 
of ‘synergy* ( Dijkstra, 2002).

16.4 IMC PLANNING WORKSHEET
The touch points identify those stages in the decision process where 
IMC can positively effect the brand decision, communication tasks establish 
what marketing communication must accomplish at each of those points, 
and media options are selected that are appropriate for those tasks. 
A good way of summarizing this is with an IMC planning worksheet 
along the lines of the one shown in Table 16.3.

Table 16.3: IMC planning worksheet

Communication tasksTouch points 
for decision 
stages

Media
optionsCommunication

objectives
Target audience
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The first- column lists is the touch points that were identified from a 
BSM or some other model of the consumer decisioi^process for the category. 
In the next two columns the specific target audiences and their role, and 
the communication objectives making up the communication tasks, are 
listed for each touch points. The last column provides those media options 
appropriate for the corresponding communication tasks.
Summarized in this way, the manager may objectively review the various 
communication tasks likely to positively influence the brand decision 
along with appropriate media options for each, and consider what would 
best fit the brand’s overall objective and budget.

To illustrate what we have been discussing, let us consider the case of 
Acuvue, and look at what was involved in the development of the IMC 
plan for the introduction of disposable contact lenses. This is a particularly 
good case to consider because it involves a somewhat complex decision 
process where both the patient as consumer and their doctor or eye care 
professional are involved. Figure 16.1 offers an overview of the eyeglass 
lens decision process, and illustrates the interrelationship between patient 
and doctor considerations. This model reflects what was learned from a 
BSM, and from it comes the significant touch points. You can see that 
both the patient and doctor are involved together in making the decision 
to use disposable contact lenses, and this will clearly require a carefully 
IMC program.
Using the IMC planning worksheet just described, the manager can summarise 
the communication tasks and media options available for each touch 
point, as we see in Table 16.4 for patients and Figure 16.6 for doctors. 
What these worksheets suggest for the IMC plan are discussed below. 
Looking at the first touch point for patients, Awareness Need and Options, 
although family members and friends could play an important role as 
initiators and influencers, the primary target audience will be those who 
currently wear prescription eyeglasses or contact lenses.

Doctor and 
eye-care professional

NOTES

Patient

I
Awareness and 
knowledge of new 
lens options

Need for vision 
correction

Awareness of eyeglass 
lens options

1'

Patient considerations I1
Practice management 
considerations

Learning about 
eyeglass lens options

I I
Consultation with 

patient
Consultation with 

eye-care professional

I' ’

Recommendation Trial

I
^ ^ Repeat

Figure 16.1: Overview of prescription lens decision process
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At this first touch point in the decision process, category need must 
be initiated. But because only one brand is available (Acuvue), creating 
awareness and initial interest in disposable contact lenses will correspond 
to brand awareness and initial brand attitude. The best way of accom
plishing these communication objectives will be with traditional advertising 
in broadcast and print. At-the same time, for the doctor’s role in the 
patient’s decision, it will be necessary to build brand awareness along 
with a clinical understanding of its performance in order to stimulate 
interest in looking more deeply into them. Obviously, the doctor must 
feel comfortable in bringing disposable contact lenses to the attention 
of their patients or recommending them. Much of this initial awareness 
and attitude will follow from the patient advertising, but must be 
reinforced by more targeted communication through advertising in 
professional journals, direct mail, and at professional conferences.

Table 16.4: Patient IMC planning worksheet

NOTES

Touch points Communication tasks Media options
Target
audience

Communication
objective

Awareness of 
need and 
options

Current prescript
ion eyeglass and . 
contact lens users 
as initiators and in- 
fluencers
Doctor and eye-care 
professional as initi
ator and influencer

Create awareness 
of disposable cont
act lenses

Broadcast and 
print advertis
ing
Direct mail to 
doctors, advert! 
sing in profess
ional journals, 
professional con
ferences
Print advertising 
point-of-purchase 
(for doctor’s office) 
Direct mail inte
rnet
Point-of-purchase 
(for doctor’s 
office)
Incentive prom
otions via direct 
mail, point-of- 
purchase or int
ernet
Broadcast and 
print advertising 
Direct mail

Build brand aware
ness and initial 
brand attitude

Learning 
about options

Current prescription 
eyeglass and contact 
lens users as influe- 
ncers and deciders

Strengthen brand 
awareness Build 
brand attitude by 
providing inform
ation to convince 
Strengthen positive 
brand attitude 
stimulate brand 
purchase inten
tion

Consultation 
and decision

Current prescription 
eyeglass and con
tact lens users as 
influencers and 
deciders
Doctors and eye- 
care professionals 
as influencers 
Current prescrip
tion eyeglass and 
contact lens users 
as users and influ
encers

Usage and 
reinforcem
ent

Brand purchase in
tention Maintain 
Brand attitude
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At the Learning about Options touch point, the most logical point for the 
patient to seek information about disposable contact lenses is from their 
doctor or eye-care professional. This will require providing them with 
brochures or other merchandising material not only for point-of-purchase 
(the doctor’s or eye-care professional’s office), but also for possible inclusion 
as statement stuffers or self-contained mailers for the doctor to send to 
patients. Additionally, on-going advertising, especially print where there 
is more time to process, will continue to build brand awareness and 
attitude. Also, toll-free numbers and the Internet offer opportunities to 
provide more information.

NOTES

To facilitate the actual purchase at the Consultation and Decision touch 
point, the patient must consult with the doctor and try the product. 
Again, this will require good point-of-purchase material and possibly a 
promotion to reinforce positive brand attitude and purchase intention. 
At the final patient touch point, Usage and' Reinforcement, it will be 
necessary to reinforce confidence in the decision, building and sustaining 
positive category and brand attitude. Here traditional advertising with 
television and print can reassure the patient, and give them the comfort 
of feeling part of a much wider group of users than may actually be the 
case. Direct mail can also help reinforce the decision, perhaps also including 
an incentive to continue using.

Table 16.5: Doctor and eye-care professional IMN planning workshop

\

Touch points Communication tasks Media options
Target audience Communication

objectives
Awareness of 
needs and 
options

Doctor and eye-care 
professional as initi
ator and influencer 
Sales force as initi
ator and influencer

Create awareness 
of disposable 
contact lenses 
Build brand awar
eness and initial 
brand attitude

Broadcast and pri
nt advertising (to 
patients) 
Professional jou
rnals, direct mail, 
professional 
conferences 
Sales force colla
teral end merch
andising kits
Professional jou
rnals Professional 
conferences 
Direct mail

Learning 
about options

Doctor and eye-care 
professional as influ
encer and decider

Build positive atti
tude for both dis
posable contact 
lenses and brand

Practice
management
considerations

Doctor and eye-care 
professional as infl- 
uencer and decider 
Sales force as influe
ncer

Build positive bra
nd attitude 
Link brand to 
practice

Point-of-purchase 
merchandising 
program 
Joint program 
through
channels
Marketing
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Acquisition 
and review

Build positive br
and purchase 
intertion
Reinforce positive 
brand attitude

Incentive promot
ions
Direct mail 
Professional jou
rnals
Patient adverti
sing in television 
and print

NOTES

Now that we have considered the patient along with the doctor’s participation 
in their decision, let us briefly look at the two touch points dealing specifically 
with the doctor and eye-care professional, where it is important to reinforce 
for them the positive business side of the decision. At the Practice 
Management Consideration touch point, independent of satisfying the 
patient’s needs, doctors must be attentive to the impact of what they dispense 
in their practice. A key concern, of course, is patient demand. A program 
to acquaint them with the patient IMC support can address this issue. 
Additionally, educating them regarding the brand’s potential contribution 
to their business practice can be accomplished via merchandising programs, 
direct mail, sales calls, and professional seminars. Also, positive brand 
attitude can be built by using some form of channels or tactical marketing 
to specifically associate the practice with the brand. At the last touch 
point. Acquisition and Review , promotion incentives can be offered to 
stimulate brand purchase intention, along with continued reinforcement 
of brand attitude via patient and trade advertising in television and print. 
This example not only underscores the often complex nature of the decision 
process, but also how many communication tasks can be involved in putting 
together an effective IMC plan. The IMC planning worksheet offers the 
manager a good way of looking at all of the options available. It suggests 
what will be needed to meet communication objectives, and the media 
options that can be used. In effect, it provides an outline for completing 
the IMC plan.
This does not mean that the manager now has the ‘answer’. What is 
provided is a summary of the best reading of ever3^hing known coming 
out of the strategic planning process, and what the brand hopes to 
accomplish with its marketing communication program. If the budget 
was large enough, it would be possible to proceed directly to implementing 
everything outlined in the worksheet. Unfortunately, that is rarely 
the case. Realistic budget constraints will no doubt limit what may be 
accomplished. But using the worksheet as a guide, it will be possible 
to make more efficient and effective decisions on which communication 
tasks to implement in order to most effectively drive brand success. It 
will be these decisions that inform the final IMC plan.

16.5 IMPLEMENTING THE PLAN
Once the communication tasks required have been identified and the 
IMC plan completed, it must be implemented. This means creating the 
advertising. and promotion called. for, and determining how best to
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deliver it. In previous chapters we have considered what is necessary to 
create effective marketing communication. But before any marketing 
communication can be created, a creative brief is required. This is what 
ensures the executions created reflect the IMC plan. We shall deal with 
this next, and then look at how media■ selected to address the communication 
tasks identified in the plan.

NOTES

The creative Brief
It is the creative brief that ensures that the results of the strategic 
planning process inform message execution, and that everyone is on the 
same page. In fact, all of the key people involved in the planning and 
execution of an IMC campaign should ideally be part of the development 
of a creative brief. This would include account executives, planners, and 
creative from the agency, as well as brand management from the company; 
or, whatever individuals in comparable positions are involved if the brand 
is not using a traditional advertising agency. The reason it is so important 
to include all of those playing a key role in the process, is that once 
completed, the creative brief provides the consensus of how the message 
will be executed, and the benchmark against which the resulting advertising 
and promotion will be evaluated.

The creative brief format outlined in this section includes all of the 
points that are essential to an effective creative execution. Many companies 
and advertising agencies have their own way of writing a creative brief, 
but most will in some fashion or other cover the 10 key areas discussed 
here. Overall, one might think of a creative brief in three sections: one 
that helps define the task at hand, one that is principally concerned 
with the creative objectives, and one that is concerned with executional 
elements. Task definition: The first four points of the creative brief deal 
with task definition: Key market observation, source of business, customer 
barrier/insight, and target audience. The purpose of these points is to 
help answer why the IMC program is being put together. What is the 
brand hoping to accomplish, who in the market are being addressed with 
this creative, what do they already know, think, or feel about the brand, 
what is the message trying to effect? All of this information should be 
available from the marketing plan and strategic planning process. The 
four points that help define the specific task are:

Key market observation - What one point can the brand make 
about the market that will help the creatives understand and 
believe in the rest of the brief? There is no need to be exhaustive, 
just provide the basics.

Source of business - Where, specifically, is the business expected 
to come from? One is not looking for general descriptions here, 
but specific sources (e.g., current holders of long-term bonds, people 
unhappy with the restrictions on their current brand, etc.).

1.

2.
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3. Consumer barrier!insight - What one thing is known about the 
potential target audience that may need to be overcome, or that 
may help reach them? What do they know, or think they know 
about the brand or product category; how do they feel about it; 
how interested are they in it; how do they distinguish between 
different brands?

4. Target market - What is the most vivid description that can be 
offered of the types of individuals to whom this communication 
will be directed? This description must go further than a simple 
listing of demographics or even lifestyle characteristics. It is 
important to provide enough information for the creatives to be 
able to picture an their mind’s eye whom they are addressing. 
Copywriters like to imagine they are talking directly to an individual, 
and specifically in their decision role ( Kover, 1995 ).

NOTES

Objectives and Strategy
The next four points deal with communication objectives and strategy. 
What one is seeking to do here is help provide creatives with the best 
orientation possible, including the one point that, if communicated, 
will achieve the desired objective. Also, provide the evidence available 
to convince the target audience.

1. Communication objectives and tasks - What is the specific 
communications objective for this creative, and where does it fit 
within the total IMC program? Here is where to designate the 
primary objective (category need, brand awareness, brand attitude, 
brand purchase intention), and what communication tasks are 
to be accomplished.

2. Brand attitude strategy - What is known about the way consumers 
make decisions? Is the decision high or low involvement, and is 
the behaviour positively or negatively motivated? This positions 
the strategy into one of the four strategic quadrants of the Rossiter- 
Percy Grid.

3. Benefit claim and support ~ What is the primary consumer benefit 
and why? Identify the benefit claim that is most strongly associated 
with the relevant motivation, and provide the evidence that 
supports this choice. Anything that could be used in the 
communications to demonstrate or communicate the correctness 
of the benefit claim should be included. For example, if it is 
understood that consumer motivation is likely to centre upon 
incomplete satisfaction, pointing out comparative advantages 
and how they should be presented might be appropriate.

4. Desired consumer response - What is it that the target audience 
should know, think, feel, or do as a result of the communication? 
This should be a brief summary of what is expected to happen.

i
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Executional Elements
The last two points in the creative brief deal with the actual execution, 
providing guidance on what sort of communication this should be and 
what information must be included. These last two points are:

1. Creative guidelines - What tactics are appropriate for the type of 
brand awareness involved, and for the strategic quadrant chosen?

2. Requirements!mandatory content - What are the requirements, 
either creatively, legally, or corporately, that must- be included? 
Here, for example, is where the logo treatment is spelled out.

Table 16.6: See your doctor or eye-care professional Patient/
creative brief for disposable contact lenses

NOTES

Product ■ Job Date

Key market observations
Consumer research identifies dissatisfaction with maintenance of 
contact lensses
Sourch of business
Current contact lens and prescription eyeglass wearers
Consumer insight
Residual concern over the idea of disposable lenses
Target market
Adult contact lens and prescription eyeglass wearer; doctors and 
eye-care professionals 
Communication objectives and tasks
Seed category need and build awareness and brand attitude that 
communicates to the target the advantages of disposable lenses
Brand attitude strategy
High involvement informational brand strategy driven by problem- 
solution and incomplete satisfaction motives
Benefit claim and support
Acuvue disposable lenses are available. Support, no more solvents 
and cleaning•
Desired consumer response
Accept the viability of disposable contact lenses and interest in 
looking into Acuvue lenses
Creative guidelines
Address potential concern over the idea of disposable lenses
Requirements/mandatory content
See your doctor or eye-care professional

Now that we have detailed each of these points, there is one thing to 
always keep in mind when putting together a creative brief. It is important 
to create a balance between there being enough information for clear
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guidance and providing so much information .that the creative people 
working on the'^assignment are placed in the position of working out 
their'own'cohimuhicatioh priorities from 'the information provided. 
Generally speaking, there are two areas where it is hard to give too 
much information—target market and support for the benefit claim.

. But for-the-rcst—keep it to the-bare essentials. -There is -a reason-it is 
called a creative brief. It should be complete on one page (an example 
is shown in Table 16.6). If more detail is desired, creatives should be 
referred to the marketing plan and results of the strategic planning 
process.

NOTES

SUMMARY

The overall context for the plan is provided by the brand’s marketing 
plan, the target audience is identified, and an understanding of how they 
make brand decisions esiabUshed.

IMC is an ongoing process. Market dynamics could change, and different 
messages in other media might become necessary.

The touch points identify those stages in the decision process where IMC 
can positively effect the brand decision, communication tasks establish 
what marketing communication must accomplish at each of those points, 
and media options arc selected that are appropriate for those tasks.

At the Learning about Options touch point, the most logical point for the 
patient to sock information about disposable contact lenses is from their 
doctor or eye-care professional.

REVIEW QUESTIONS
1. How does the manager go about identifying touch points for the IMC 

plan?

2. How docs an IMC planning worksheet help the manager in finalizing the 
IMC plan?

3. What is necessary to implement the IMC plan?

4. What do you understand by decision stage communication effect relationship? 

6. Discuss the implementation ,of plan.

i
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QUANTITATIVE RESEARCH
NOTES

★ STRUCTURE ★

17.0 Learning Objectives
17.1 Introduction
17.2 Matching Quantitative Research to the Objectives
17.3 The Major Quantitative Research Techniques
17.4 Direct Measurement
17.5 Self-Completion Surveys
17.6 Interviewing
17.7 The Role of the Interviewer in Quantitative Research
17.8 Principles of Research Design
17.9 Research Design and Internal and External Validity

17.10 Experimental Research
17.11 Field Research
17.12 Observational Research

• Summary

• Review Questions

17.0 LEARNING OBJECTIVES
After going through this chapter, you will be able to:

• define market measures, customer profiles, and attitudinal data.

• describe the major techniques of quantitative research.

• discuss about self completion surveys.

• discuss the role of interviewer in quantitative research.

• describe the principles of research design.

• discuss about field research and observational research.

• •
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This chapter deals with the study of quantitative research, and its 
techniques. Self-completion surveys, interviewing and its advantages, 
role of interviewer in quantitative research. Apart from this you will 
be able to discuss about principles of research design, experimental 
research, field research and observational research.

NOTES

17.2 MATCHING QUANTITATIVE RESEARCH TO 

THE OBJECTIVES
Faced with a marketing problem, the researcher has to decide how to 
solve it. Take for example a company that wants to carry out a customer 
satisfaction survey to find out where it is doing well and where it 
needs to improve. This is clearly a survey requiring measurement therefore 
it is a quantitative study. However, before it can start, the researcher 
needs to find out what attributes should be measured for importance 
and satisfaction. A discussion with the sales force will help but it may 
not''be enough. The sales team lives close to the subject and could be 
biased. Depth interviews or even a focus group may be required before 
the quantitative project begins.

It is quite normal for a research project to need multi-phase research 
to deal fully with the problem, and this is known as multi-method 
research design. The most common example of this is a client who 
first needs to explore a problem, and then wants to carry out some 
conclusive research, to help make a sound business decision to tackle 
that problem. There will be implications for both the timetable and 
the budget in carrying out qualitative research before hand. Quantitative 
research, because it involves large numbers of interviews, is likely to 
be the most expensive part of the total project. However, qualitative 
research employs specialists and this makes it relatively expensive.

It would be hard to envisage developing a discussion guide, booking 
interviews, doing the depth interviews, analyzing them and presenting 
the findings in less than three or four weeks. This would mean that to 
carry out a qualitative stage as a precursor to the quantitative research 
could put pressure on the timing if results for the whole programme 
are needed for a certain date. This pressure on timing and costs can 
lead to the temptation to skip one or other of the stages. May be the 
qualitative research alone will help us see the problems we should be 
addressing. May be we can skip the qualitative stage and move straight 
into quantitative if we think we know the questions we should be 
asking. There is an obvious danger that decisions could be made that
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cut corners and therefore put the integrity of the research at risk. Quantitative 
research enables us to obtain three different classifications of numbers: 
market measures, customer profiles for segmentation data) and attitudinal 
data.

Market measures quantify and describe a market. Common examples 
include; market and sector size, shares of the market held by suppliers 
or brands, penetration levels (what proportion of all potential consumers 
own or buy a product), purchase and consumption frequencies, patterns 
of consumption and seasonality. Data of this type is essential for any 
manager developing or reviewing a marketing plan for a com pany, product 
group or brand. They can be obtained at various levels of the market - 
when people are buying {e.g., through interviews with consumers), but 
also at the point of manufacture or at the point of distribution (which 
would entail business to business interviews).

NOTES

Market measures taken from a sample are generally projected or grossed 
up to the total market or population. For example, to find out the market 
size for a breakfast cereal we could sample the population to find out 
how many people eat breakfast and in particular this type of cereal and 
then gross up by the population numbers to arrive at estimates of the 
total consumption.

Customer profiling occupies a good deal of researchers’ time. What type 
of people or organisations are the customers and potential customers? 
What types of products or seiwices do they own or use? Customer profiling 
is quantitative in nature because reliable breakdowns are needed for the 
whole market or population. If a survey indicates that amongst the sample 
interviewed, the large majority of people with gas wall heaters are in 
social classes D and E and live in older houses, we need to be confident, 
if we are to use the data in marketing planning, that this is the case for 
the whole population. Profiling data can take various forms:

* socio-demographics (age, sex, income and occupation group, education 
level, home tenure etc),

* geodemographics (the types of housing areas in which people live 
or for business research, the classifications such as company size, 
geographical location, industry etc)

* consumer behaviour (frequency of buying a product, frequency of 
switching brands etc)

* ownership of various products (numbers and brands of products 
owned)

attitudes (to products or brands).
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Unlike market measures, consumer profiling data can only be collected 
from consumers—in other words the people or companies that are 
buying the products.

Attitudinal data is used in a quite general sense to cover issues such as 
awareness, perceptions, beliefs, evaluations, preferences and propensities 
to buy products. Attitudes are therefore subjective and are in the minds 
of individuals. They are perceptions, but since these influence purchasing 
habits, they are extremely important. For this reason, a good deal of market 
research is concerned with the measurement of attitudes.

Similarly, attitudes are taken to be a predictor of future behaviour. 
Preferences between real products or concept bundles can, with appropriate 
analysis, lead to predications on what will actually happen in the 
market including the consequences of changing some element of the 
marketing mix such as the price or product quality. Attitudes are also 
very much the subject of qualitative research which is often concerned 
to identify which categories of attitudes effects customer choice. In 
quantitative research, however, the focus is on establishing the degree 
to which specific attitudes exist amongst the market and population. 
People have attitudes to brands and this can markedly affect their 
behaviour. Measuring brand awareness and brand loyalty are important 
roles of quantitative research.

Qualitative research may have revealed some doubts about people’s 
attitudes to a particular brand, but what proportion of potential consumers 
hold such negative views and how does this link the purchase frequency? 
Various -techniques are used to measure attitudes but in one form or 
another scalar measurement is the usual tool.

NOTES

17.3 THE MAJOR QUANTITATIVE RESEARCH 

TECHNIQUES
There are three major methods of obtaining quantification of attitudes 
or behaviour in a population:

• direct measurement

• self-completion and

• interviewing (phone and face to face).

17.4 DIRECT MEASUREMENT
Many companies need to regularly measure the position of their brands 
in the market place. Manufacturers of fast moving consumer goods 
(fmcg) such as chocolate bars or soap powder, obtain these measures 
through retail audits.
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In a retail audit, a representative sample of retail outlets is taken (including 
different types and sizes of outlet with the final data broken down between 
these classifications) and the sales are established for relevant brands 
and products, The data from the outlets is then aggregated and grossed 
up to represent the whole market.

Audits were first used in the 1930s and were one of the first major 
methods of market research data collection giving rise to such large 
companies as AGB (Audits of Great Britain) and Nielsen. In the first 
instance the audits were carried out by staff visiting the outlets where 
a count was made of the stock levels of products at two points in time. 
Then the difference plus deliveries (taken from delivery notes etc) was 
considered to be the sales over the period. The counting 'was labour 
intensive and expensive.

In the 1990s stock counts in retail auditing were replaced by EPOS 
(electronic point of sale) data. This allows data to be measured through 
electronic scanning of bar codes at the tills for each and every product 
bought and thereby providing information to tightly control stock levels, 
purchasing, shelf space etc as well as facilitating efficient check-outs. 
EPOS data offers increased accuracy {e.g., no more lost delivery notes), 
more frequent measurement (hourly if need be) and many other benefits 
{e.g., cross relating items purchased).

Much retail auditing is, therefore, now based on EPOS data with the 
major research companies involved securing access to retailers’ own databases. 
Retail audits, whilst not conceptually complex, are a major organizational 
undertaking, complicated in some respects by EPOS. They are consequently 
carried out by only a few specialised companies. The costs involved are 
high and the data is largely syndicated. Retail audits are also on-going 
and, therefore, continuous as opposed to ad hoc research. Another method 
of direct measurement is TV audience research. Today the most common 
method of measuring television viewing is through “peoplemeters” which 
are electronic devices that sit on a television and feed a data storage 

. unit, also in the household, which in turn is linked to the telephone so 
it can transmit viewing data back to the market research company’s 
central computer, In any one television region (or even a small country) 
a panel of around 400 households is signed up to have peoplemeters 
installed on their TVs. In the homes that are equipped with the peoplemeters, 
the viewers use remote control units to indicate who is watching the 
television and what they think of the programmes. Another method of 
direct measurement is mystery shopping.

Service levels in retail outlets can be measured by interviewing customers. 
However, customer’s recall may lapse or they may forget to mention 
small and important points of detail. An alternative is to observe and 
record what actually happens in the outlets. This is carried out by research

NOTES
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staff posli^ as customers. The Market Research Society Code of Ethics 
offers guidance on this method, recommending that only the outlets of 
the sponsoring client can be mystery shopped. In other words. Ford 
could mystery shop its own car dealers but not those of any other car 
franchise as this would be knowingly wasting their time (since there 
is never any intention that the mystery shopper will buy a car, they 
simply pretend to do so). Arguably this technique, which relies on 
researcher observation, is less “direct” than retail audits through EPOS 
which deals in objective data collection, without the interviewer’s opinions. 
Other sorts of observations are also used occasionally in market research 
- e.g., traffic counts and in poster research.

NOTES

17.5 SELF-COMPLETION SURVEYS
Self-completion surveys have traditionally been carried out by posting 
questionnaires to the target audience coupled with a strong incentive 
to persuade people to reply. As the penetration of internet access 
continues to increase across populations, researchers are making more 
use of web based surveys in which the respondent can complete the 
questionnaire on-line. This brings considerable advantages because routing 
and skip questions are handled automatically and the respondent can 
type in comments (with no problems of hard to read handwriting). The 
replies to the questionnaires are fed straight into the data analysis 
pot, eliminating data entry errors and removing a substantial cost. 
Self-completion surveys work best with groups of people who have a 
strong relationship with the product or service that is being researched. 
They are used, for example, amongst new house buyers who have a 
strong interest in sitting down for half an hour to twenty minutes to 
complete a questionnaire.
They would not work so well if they sought information on a subject 
such as toilet rolls. If the interest level is low, researchers attempt to 
boost replies by offering prize draws or financial incentives. Whether 
the self-completion questionnaires are sent out via the post or on-line, 
they suffer from unpredictable and usually low levels of response. It 
is not unusual for only 10% of a population to reply. These respondents 
could represent an atypical group of complainers or enthusiasts. It 
would need an expensive survey of these non-respondents by telephone 
or face to face interview (as we know that mailed questionnaires do 
not get a response) and budgets do not allow for this check back.
Response rates of 30% and higher from a single mailing are quite 
common when the subject is about a new car or on behalf of a company 
with some apparent authority such as British Gas or one of the water
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Time could, of course, be a prohibiting factor as the second mailing, 
together with the waiting time for the responses to come in, will add 
at least a further four weeks to the survey. It is preferable, though not 
essential, that the second mailing misses out those who have alread^' 
returned a questionnaire. Eliminating the initial replies requires 
respondents to have identified themselves. Also, it is laborious removing 
respondents from the list if there are hundreds of names and addresses 
on the sample frame.
There are times of the year when a mailing will yield a poor response. 
The August holiday month and Christmas are obvious periods to avoid.

NOTES

17.6 INTERVIEWING
Most of the information required in research projects can only be obtained 
through an administered interview with respondents. The choice between 
these methods is dependent on a trade-off between:

• what is practical with the target audience (do we have telephone 
numbers of the audience, do we need to show them anything?)

• costs and budgets (how much money do we have to spend on the 
research?)

• the timescale (when is the information required?).
Face to face interviews are used in both consumer and business to 
business research (for cost reasons, rather less in the latter) and may 
be carried out in “the street” - any public place - in respondents’ 
homes, at place of work (particularly relevant for business to business 
research) or special venues - e.g., where products can be shown as 
part of the interview (often referred to as “hall” tests). Face to face 
interviews are still a favoured means of collecting primary information 
in many surveys for good reasons:
Better explanations. In face to face interviews respondents have more 
time to consider their answers and the interviewer can gain a deeper 
understanding of the validity of a response. Sometimes interviewers 
need to show advertisements, logos, headlines or samples and this is 
plainly suited to personal situations.
Depth. It is easier to maintain the interest of respondents for a longer 
period of time in face to face interviews. Being face-to-face with respondents 
gives the interviewer more control and refusals to answer questions 
are less likely than over the telephone. Concern about confidentiality 
can be more readily satisfied than with an ‘anonymous’ person at the 
end of a phone. An interviewer on the doorstep or in the High Street 
can show an identity card.

Self-lnttructlonat McUtriol 197



''V,

Greater accuracy. In a face to face interview respondents can look up 
information and products can be examined. If the interview is at a business, 
files of information can be referred to, or phone calls made to colleagues 
to confirm a point. The interviewer may be able to make a visual check 
to ensure that the answers are correct.
Product placements. Products placements can be sent through the post 
but it is usually better for them to be delivered by hand by the interviewer. 
Face-to-face contact with respondents permits a more thorough briefing 
on how to use the product. Pre-test questions can be asked, and arrangements 
can be made for the follow-up.
Against the advantages of face to face interviewing, there are a number 
of disadvantages:
Organisation. Face to face interviews are difficult to organise. If the 
interviews are country-wide, a national field force is required. The subject 
may be complex and demand a personal briefing which is expensive to 
arrange when interviewers are scattered geographically. Monitoring and 
controlling face to face interviews is more difficult than with telephone 
interviews. Face to face interviews need to have a supervisor in attendance 
for part of the time and checkbacks, by visit or post, must be organised. 
For the most part, however, the interviewer is working in isolation and 
the quality of the work has a considerable dependency on the conscientiousness 
of the individual.
Cost. The cost of personal consumer interviews varies considerably between 
those carried out in the street and the home. In-home interviews based 
on pre-selected addresses are, in turn, more expensive than those to a 
quota. In general, street interviews cost the same to carry out as telephone 
interviews. In some cases, street interviews offer advantages over the 
telephone by allowing show cards and visuals, while at other times the 
facility to random sample and achieve complete geographical coverage 
could swing the benefits in favour of telephone interviewing.
Time. In-home interviews are time consuming because of the travel time 
between respondents (this is not the case, of course, when the interviews 
are carried out in the street). The prior commitments of the field force 
and the delays caused by questionnaires being mailed out and returned, 
normally mean that at least a two-week period is necessary for organising 
a face to face interviewing project. A month is more reasonable. A programme 
of business-to-business interviews may have less face to face interviews 
than a consumer study but they too take an inordinate time to organise 
as the researchers struggle to set up interviews in the diaries of busy 
managers. The use of telephone research has grown rapidly so that in 
the year 2000 it was level pegging with face to face interviewing. Telephone 
interviewing is widely used in business to business research because
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virtually all business respondents are contactable by phone and are 
used to being contacted in this way.
The greatest advantages of the telephone against personal interviewing 
is its speed and low cost. These are most evident in business-to-business 
market research. In favourable circumstances, perhaps five to six 20 
minute interviews with managers in industry can be completed in a 
day over the telephone. In tlie same time only 1 or 2 interviews can 
be achieved face-to-face.
In consumer research the time and cost advantages of telephone 
interviewing are not quite so clear-cut. If the comparison is between 
street and telephone intei^dewing then there is probably little difference 
in either time or cost - in fact, street interviewing might even be 
cheaper. However, when compared with in-home interviews, the telephone 
is both quicker and cheaper since there is no time wasted in travel 
between interview points.
Concerns about doorstep security also favour the telephone as an 
interviewing medium. Householders do not have to answer the door to 
a stranger while interviewers are saved the risk of entering dubious 
neighbourhoods. Not surprisingly, telephone interviewing is a far more 
popular data collection method in the US than in Europe.
We have seen that there are a number of strong arguments in favour 
of telephone interviews, with particularly important benefits in cost 
and speed. However, there are sometimes good reasons for not using 
telephone interviews. Visuals are difficult to use. If something has to 
be shown, then the telephone is not the right approach.
Nor is the telephone suited when it is necessary to ask respondents 
to consider a number of pre-determined factors in order to test their 
views. More than five or six factors on a list are difficult to hold in the 
mind and so it is usual to show these on a card in order that they can 
be given fair consideration. The phone also invites an instant response 
and so does not encourage a fully considered and reflective answer. 
The answer is likely to be spontaneous and “off the top”. Despite these 
limitations, the advantages of the telephone in data collection are 
considerable and the method is likely to continue to make inroads 
against street and face-to-face interviews.

NOTES

17.7 THE ROLE OF THE INTERVIEWER IN 

QUANTITATIVE RESEARCH
The quality of data is heavily influenced by the standards of the interviewing 
fieldforce. In many surveys the variability and error in the data can be 
as much from bias in interviewing as from sampling error. These influences
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could be the result of not following the questionnaire wording or mis- 
recording responses. Most questionnaires used in quantitative research 
involve a predominance of pre-coded or closed questions and the layout 
of the response codes can help to minimise problems of mis-recording. 
More problematical, however, is the recording of open ended questions 
{e.g.,- why did you buy this product?). Interviewers are instructed to 
record such responses “verbatim” but in practice they summarise the 
comment and there is no way of knowing whether what is recorded 
reasonably reflects the response given. Even the recording of apparently 
simple responses such as numbers can lead to problems; zeros missed off 
or decimal places moved. Minimising such problems is partly a matter of 
interviewer training and briefing although reducing the use of openended 
questions in a quantitative survey may be the more radical and sure 
solution.
Good project management attempts to limit the effect of these problems 
as well as keep research in tight financial and timescale control. In a 
large project there could be 20 to 30 interviewers carrying out the interviews 
and this reduces the chances of one interviewer’s bad practice significantly 
distorting the overall data.
Comparisons of performance between the interviewers will quickly identify 
possible problems and more detailed checks can be made. Much can be 
done to head off problems in interviewing by good training and briefings. 
The interviewer briefing is the occasion when interviewers are told who 
to contact and how to administer the interview. Undoubtedly personal 
briefings are to be preferred but it can be very expensive assembling an 
interviewing force that is scattered around the country. Normally well 
written briefing notes and sometimes taped briefings from the supervisors, 
suffice (briefing telephone interviewers is much easier as they are based 
in one location).
A significant bias that occurs in market research surveys arises from 
non-response. Over time, average response rates in market research 
have fallen and can be as low as 50%. If non-response was random, the 
problem would be of little consequence but it is not. Typically certain 
groups of potential respondents are less likely to respond than others — 
some neighbourhoods, for example, are now effectively no-go areas for 
face to face interviewing - and although weighting methods can partly 
compensate, the problem leads to quite significant levels of data distortion.
Sometimes it is difficult to ascertain the true non-response rate. For 
example in street interviews we cannot be certain how many people 
take avoiding action by passing the interviewer on the opposite side of 
the road.
The interviewer can play an important role in ensuring that high levels 
of cooperation are achieved. Factors that affect cooperation are: -
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• the perceived legitimacy of the interview

• the benefits to the respondent of taking part

• the approach of the interviewer in being able to communicate 
an interest in the subject. NOTES

17.8 PRINCIPLES OF RESEARCH DESIGN
Research designs can be classified into three broad categories, according 
to the amount of control the researcher maintains over the conduct of 
the research study. The three general categories are experimental 
research, field research, and observational research. Each of these 
categories varies on two important characteristics: internal validity 
and external validity.

17.9 RESEARCH DESIGN AND INTERNAL AND 

EXTERNAL VALIDITY
The terms internal and external validity must not be confused with 
measurement validity. Instead, these terms refer to the overall validity 
of a research study not to the measurement of the concepts used in 
the research.
Internal validity describes the ability of the research design to 
unambiguously test the research hypothesis. An internally valid design 
accounts for all factors, including those which are not directly specified 
in the theory being tested, which might affect the outcome of hypothesis 
tests. It insures that these factors do not confound the results.
Since it is impossible for any single research design to account for all 
such potentially confounding factors, we must speak of better or worse 
internal validity, not of perfect validity. But designs with higher internal 
validity will, for example, control or account for the actions of variables 
which might produce spurious relationships. They will use representative 
samples, so that subject or group differences will not bo confused with 
the action of independent variables. In general, they will eliminate more 
of the alternative explanations of research findings (those which contradict 
the theory being tested) than will experimental designs with weak internal 
validity. External validity refers to the generalizability of the research, 
that is, the ability of its conclusions to be validly extended from the 
specific environment in which the research study is conducted to similar 
“real world” situations. The results of an externally valid study can be 
used to predict the behaviour of the theoretical constructs outside the 
laboratory or data center. Externally valid research with generalizable
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conclusions is obviously more valuable than externally invalid research, 
whose conclusions are restricted to specific research settings.

17.10 EXPERIMENTAL RESEARCHNOTES

The first category that we will examine is experimental research. In this 
kind of research study, the researcher controls the setting in which the 
research is conducted (the “laboratory”) and he also manipulates the 
levels of the independent variable or variables, and follows this by observation 
of the corresponding changes in the dependent variable or variables. By 
controlling the surroundings in which the research is conducted, the 
researcher can eliminate some environmental conditions that might confuse 
the results. This control improves the internal validity of the research 
study. For example, a researcher studying the effects of music on children’s 
learning from educational videotapes would probably want to show the 
tapes to the experimental subjects in a quiet room. Furthermore, it is 
likely that she will use the same, or very similar, rooms, equipped with 
similar furniture, lighting, and potentially distracting items like books 
and toys. By insuring that all subjects see the tapes under the same 
conditions, she can eliminate the possibility that learning (or lack of 
learning) is due to factors other than the experimental videotapes. If the 
same tapes were shown in uncontrolled settings like individual homes, 
learning for some children might be disrupted by distracting brothers 
and sisters, the presence of toys, etc. The effects that these environmental 
factors have on learning will obscure the effects that are the result of 
the use of music. These are the effects that the researcher really wants 
to observe. By directly manipulating the levels of the independent variables 
in an experimental design, the researcher can meet all the conditions for 
establishing a relationship between variables. This manipulative control 
will also improve the internal validity of the study, as it allows the 
experimenter to predetermine the time sequence of events, and to insure 
that the independent variable takes on a wide enough range of values 
{i.e., has enough variance) that an unambiguous test of the hypothesized 
relationships can be made.
Suppose the researcher studying children’s learning creates two videotapes, 
one using music at critical points in the presentation, and a second 
which does not use music, but is otherwise identical. She has manipulated 
the nominal independent variable (presence or absence of music), while 
controlling for other possibly confounding factors. By using the same 
tape for both groups, with only the music track modified, she has insured 
that the effects of other content features of the tapes, like the narrator, 
the script, or the illustrative visuals, ore constant for viewers of both 
tapes. These factors will then produce identical effects on viewers of
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either version of the tape, so the effects of these features will not be 
confused with the effects of music.
The researcher then selects two different groups of children, using ' 
appropriate random sampling techniques, and shows^ one of the tapes 
to each group. Several days later, she returns to measure the children’s 
recall of the material on the tape. Using some variant on the basic 
statistical methods outlined in the previous chapters, she tests a directional 
comparative hypothesis which states that “Material presented with a 
musical background will be recalled at higher levels than will the 
same material presented without music”.
In this simple experiment, the researcher has met the basic requirements 
for testing a hypothesis:

The independent variable is present in at least two levels (presence 
and absence of music).

2. The two groups can be treated as equivalent within the limits 
of sampling error, since their members were chosen randomly. 
This eliminates any systematic effect from variables which were 
not measured as part of the research, like the effect of differing 
academic abilities or attention spans for different children. Since 
the groups are randomly chosen, each should contain a similar 
number of high ability and low ability children, children with 
long and with short attention spans, etc.

3. This allows the researcher to conclude that any difference seen 
in the dependent variable for the two groups must have been 
produced by the different levels of the independent variable. 
This establishes covariance.

NOTES

1.

4. Since the dependent variable is observed after the presentation 
of the independent variable, temporal priority between the 
cause variable (the independent variable) and the effect variable 

, (the dependent variable) is established by the researcher.

' 5. Since the unit of analysis is the individual child, the requirement 
for spatial contiguity is satisfied.

If the researcher has provided a good theoretical linkage which 
relates the presence/absence of music to recall, the final condition 
for causality, necessary connection is established.

The control that an experimental study affords a researcher helps to 
establish strong evidence for causal connections between the independent 
and dependent variables. But it can also cause some problems in generalizii^ 
the results of the research to the outside world. The very strong control

♦

which improves the internal validity of the experiment can sometimes 
; damage its external validity.

6.
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Suppose the experiment described above shows that children recall more 
of the material from the videotape that used music. Most of the factors 
that could produce a spurious relationship between music use and recall 
are controlled by the experiment. The program content is constant in 
both groups, the groups are equivalent because of random assignment, 
the level of distraction from the environment is constant for both groups, 
etc. This is an experiment that is strong on internal validity. It is therefore 
very tempting to generalize its results to all educational videotapes for 
children, and to prescribe the use of music to enhance learning. Unfortunately, 
this experiment happens to be somewhat weak in external validity, so 
such a prescription may not be warranted. The conditions under which 
the children actually watch television are very different from the experimental 
conditions. For example, children often have low levels of attention to 
television when they ore viewing in their homes. In the experimental 
setting, the attention level may have been much higher, due to the experimental 
instructions given by a high-authority figure (the researcher says “please 
watch this tape”), or by the lack of familiar distractions like favorite 
toys, siblings, etc. As a result, learning from tapes which use music may 
be very similar to those which do not use it, if overall attention levels 
are low—that is, not much will be recalled from either kind of tape. If 
this is the case, adding music to educational tapes will be a waste of 
money, even though, under the right conditions Oike those in the experimental 
setting), the researcher can show an positive effect of music.
The experiment also uses the tape of a single educational presentation. 
While the conclusions about the use of music may be correct for this 
presentation (and probably are, because of the high internal validity of 
the experiment), the results may not generalize to other teachers, or 
other topics. Again, the control that can be exerted over the experimental 
material by making sure it is identical in all experimental conditions 
carries the cost of limiting the external validity of the conclusions. The 
issue here is one of the costs and benefits of controlled observation. A 
good experimental design will control for potentially confounding factors, 
whether they are explicitly identified or not. The researcher in the videotape 
experiment does not have to define all the possible variables that might 
affect recall (such as attention, distraction, the inherent appeal of the 
material, etc.), because she can be assured that they are all present in 
equal amounts in both experimental groups. Since they are, they can’t 
bias the results.
But these variables do affect recall in realistic situations. The control 
that experimental designs impose over these outside variables may 
actually obscure the realistic operation of the system of variables in the 
real world.

NOTES
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The second major category of research is field research. In this kind 
of research setting, the researcher retains control over the independent 
variables, but conducts the research in a natural setting, without any 
control over environmental influences.

For instance, suppose that a researcher is interested in the ability of 
a communication training program to reduce communication anxiety 
in persons who must give speeches or public presentations. ITie researcher, 
who is employed by a large corporation, creates two randomly selected 
groups of subjects by drawing samples from a sampling frame which is 
a list of all employees of the organization. Each person in both groups 
is asked to fill out a questionnaire. The questionnaire contains the 
information for operationalizing the dependent variable “communication 
anxiet}^”. It asks for self-reports of the person’s apprehension immediately 
before giving his or her most recent presentation and the discomfort 
he or she felt while speaking at that time. The independent variable, 
“training program”, is operationalized by creating a program of study 
and practice in public speaking and use of audio-visual materials. This 
variable then has two levels (presence or absence of training), and 
each of these levels is applied to one of the groups. That is, one group 
receives the training program, while the other does not. This latter 
group is often called a control group. The directional comparative hypothesis 
being tested is this: “Those who receive Communication Training will 
have reduced levels of communication anxiety compared to those who 
did not receive Communication Training”. If the mean anxiety levels 
for the group which received training is significantly lower than the 
mean for the control group, the researcher will conclude that the h3TJothesis 
was supported.

The researcher waits several months, and then asks each group to 
again fill out the same questionnaire. He is presuming that both groups 
will have made some public presentations during the interval. If the 
training program worked, those in the group which receive the training 
should have felt more comfortable in speaking than those in the control 
group.

Note the difference between this kind of research setting and an 
experimental setting. In field research, the conditions under which 
the effects of the independent variable are observed are not under the 
researcher’s control. Although the researcher still exerts control over 
the independent variable (by creating the training program and controlling 
who is exposed to it), he does not control the setting in which the 
independent variable exerts an effect on the dependent variable. Different 
subjects may have had very different public commumcation experiences.

NOTES
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One may have had to give a large number of presentations during the 
months between the two administrations of the questionnaire, while 
another may have had few or no opportunities to put the training into 
practice; some persons may have had to give presentations to lai^e audiences, 
while others spoke only to small groups, etc. Because of this variation, 
the researcher must expect that some variation in the dependent variable 
is due to uncontrolled factors in the field research setting. These variations 
should not bias the results, however, as the randomly selected groups 
should both have equivalent numbers of persons with frequent and infrequent 
presentations, large audience and small audience experiences, etc. But 
the strength of covariance between the independent and dependent variables 
will be reduced by the random error that is introduced, and this will 
make it harder to confidently state that the condition of covariance has 
been met, i.e., to obtain statistically significant relationships between 
the independent and dependent variables. This is because there are 
variables other than the independent variable acting on the dependent 
variable, and their effects may mask the effect of the independent variable.
Given this penalty, why would a researcher ever choose to do field research, 
rather than experimental research? The basic reason has to do with the 
generalizability or external validity of the research. Field research, because 
it occurs under natural conditions, is often more informative than pure 
experimental research. The researcher in our example could have used 
an experimental design, by requiring that all persons in each of the 
groups give a presentation on the same subject, to the same audience, in 
the same room. This control over the research setting would remove the 
random error due to differences in subjects’ public communication experiences, 
and would enhance the researcher’s ability to answer the relatively narrow 
question posed by the research hypothesis. As we saw in the previous 
section, this kind of control improves the internal validity of the research. 
But the researcher probably wants to know more than simply whether 
the hypothesis is supported or not; he also wonts to know if the effect 
which he has hypothesized works under realistic conditions—those conditions 
outside the rigid control of the experimental laboratory. For this reason, 
he chose to trade some of the research power of an experiment for the 
more general test of the hypothesis in the setting to which the results 
are eventually to be generalized. In the example, the researcher mi^t 
find that the training program significantly reduces communication anxiety 
in the experimental setting. But the experiment only tests the effect of 
communicator training for a single kind of presentation, to a single kind 
of audience. To generalize the results of the experiment to all kinds of 
presentations, with all kinds and sizes of audiences, requires some stroi^ 
assumptions: (1) all presentations are equivalent to the one required in 
the experimental procedure; and (2) that all audiences, regardless of
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size or makeup, are equivalent. The researcher may be quite reluctant 
to make those assumptions.
Of course, the researcher could modify the experimental design to add 
different conditions which better represent the complexities of the 
real setting. He might require the subjects to give different kinds of 
presentations, to different sizes of audiences, speak in large and small 
halls and conference rooms, etc. But the research design would then 
be much more complex, and possibly too expensive to complete. And 
there would still be no assurance that the researcher had adequately 
reproduced all the conditions that a large number of public speakers 
were likely to encounter in the “real world”.
The researcher can regain some of the lost sensitivity to the effect of 
the independent variable in a field experiment by measuring the “outside” 
variables and using statistical control. The researcher still manipulates 
the independent variable, but uses statistical techniques to isolate or 
control the effects of measured “outside” variables, and that removes 
them from the category of unknown error.

NOTES

17.12 OBSERVATIONAL RESEARCH
There are many instances in which the researcher can control neither 
the independent variable nor the research setting. In this situation, 
the researcher is limited to measuring, rather than manipulating the 
independent variable. Like field research, observational research designs 
exert no control over the setting in which the hypothetical process 
occurs.
In one class of observational research called retrospective research, 
this lack of control occurs because the exploration is being carried out 
sometime after the actual process being researched has actually occurred. 
For example, a researcher interested in family communication patterns 
might ask a group of adults to describe their recollections of communications 
with their parents during their childhood, and then relate the types 
of communication to the adults’ current achievements, relationships 
with spouses and children, etc. In this cose, the independent variable 
(types of parent child communications) cannot be manipulated, as the 
communication occurred many years in the past. And obviously the 
setting for this process will have been different for each subject, so no 
control over it can be exerted years later. But it is still quite possible 
to find covariance between the different types of family communication 
which took place in the past, and the current amount of achievement, 
satisfaction with current relationships, etc.
Observational research may also be required when it is impossible to
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manipulate the independent variable, or when it would be unethical to 
do so. A researcher studyir^ the impact of newspaper editorial endorsements 
on voter behaviour will not be able to systematically manipulate the 
endorsements given by newspapers, and even if she could, would probably 
have ethical qualms about interfering with the political process (even 
for such a noble purpose as communication research). A third reason for 
conducting observational research involves the use of secondary data. 
This is data collected by some agency other than the researcher, possibly 
for some purpose other than communication research. For example, a 
researcher might use census data which includes information about the 
number of telephones and television sets and radios in different coimtries 
to study the effect of the availability of communication technology on 
national development. Obviously the researcher can manipulate neither 
the amount of communication technology (unless he’s fabulously wealthy) 
nor the Gross National Product of countries. He must use an observational 
design.

NOTES

SUMMARY

Self completion surveys have traditionally been carried out by posting 
questionnaires to the target audience coupled with a strong incentive to 
persuade people to reply.

Face to face interviews are used in both consumer and business to business 
research (for cost reasons, rather less in the latter) and may be carried out 
in “the street” - any public place - in respondents’ homes, at place of work 
(particularly relevant for business to business research) or special venues 
- e.g., where products can be shown as part of the interview (often referred 
to as “hair tests).

Research designs can be classifted into three broad categories, according to 
the amount of control the researcher maintains over the conduct of the 
research study. The three general categories are experimental research, 
field research, and observational research.

In one class of observational research called retrospective research, this 
lack of control occurs because the exploration is being carried out sometime 
after the actual process being researched has actually occurred.

. •

REVIEW QUESTIONS

1. What do you understand by quantitatives research?

2. What are the major quantitative research techniques?
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3. Write short notes on

(a) direct measurement

(b) self-completion

(c) interviewing (phone and face to face).

4. What do you understand by field research?

5. What do you mean by observational research?

NOTES

•' . ^
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MARKETING PLANS
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Total Quality Management

Organizing for Implementation

Summary

Review Questions

18.1
18.2

18.3

18.4

18.5

18.6

18.0 LEARNING OBJECTIVES
After going through this chapter, you will be to:

• describe how to implement marketing plan.

• describe the issues of internal marketing implementation.

• understand the implement action skills.

• discuss the concept of total quality management.

• define system, hiring, training and operations.

18.1 INTRODUCTION
In this chapter we move to a different stage of our effective marketing 
management model—implementation. Members of a target market do 
not see and react to a marketing strategy, they see and react to the 
implementation of that strategy. A brilliant strategy with disastrous 
implementation does not turn out well. On the other hand, brilliant 
implementation of a fair strategy will usually generate very good results.
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Good implementation of a good strategy may generate great results. 
In this chapter the major issues involved in the implementation of 
marketing strategies will be explored, including internal marketing, 
total quality management, and implementing the marketing mix.

NOTES

18.2 INTERNAL MARKETING IMPLEMENTATION 

ISSUES
Chronologically, strategy development precedes implementation. 
Conceptually, both should occur simultaneously. That is, strategy, when 
it is conceived should be thought through to the point of implementation. 
Otherwise, strategic plans and goals might be impractical or at least 
inefficient, requiring far more resources than might have been the 
case if some thought had been given to implementation issues when 
the strategy was devised. One of the most important considerations 
when devising a marketing strategy is to foster ownership of the plan. 
Several means can be used by management to foster ownership of a 
marketing plan:

1. Detailed action plans—One effective way of getting key people 
to own the strategy is to develop a detailed plan for implementing 
the strategy. Such a plan sets responsibilities for specific actions 
for individuals, and includes a measure and time frame of the 
action. For example, a strategy to add a direct sales program to 
a channel that previously used only retailers would specify a 
number of actions and responsibilities. One action might be for 
the company to secure a list of 6,000 current customers’ names 
and addresses from the in-home database within the next three 
days. By specifying what actions specific individuals will be 
accountable for, management can. ensure that plan ownership 
has been achieved. Those activities required for the plan’s successful 
implementation will be assigned and will not go wanting because 
no one took responsibility for them.

2. Champion and ownership team—Champions are individuals 
who see their overall responsibility as the successful implementation 
of the marketing strategy and marketing plan. Better yet is a 
team of people with different expertise who can make sure the 
assigned responsibilities are fulfilled within their spheres.

3. Compensation—Another proven means of getting ownership 
of a plan is to tie people’s compensation to the performance of 
those actions involved in the plan’s implementation. These 
performance measures can be results oriented for both internal 
revenue/profit measures and external market numbers such as
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product trial rate, market share, brand awareness, percent of stores 
stocking the brand, low out-of stock occasions, etc.

4. Management involvement—Top managers must sustain a 
commitment to the plan and review its implementation progress 
periodically. Other people involved in the plan’s implementation 
will look to management for cues on the interest and importance 
placed in its implementation. Obviously, marketing managers must 
do a good job of “internal marketing” if marketing plans are to be 
translated into successful implementation activities.

Internal marketing refers to “the managerial actions necessary to make 
all members of the marketing organization understand and accept their 
respective roles in implementing marketing strategy.” All members” means 
that everyone from the production line workers to the president must 
understand that what they do impacts the delivery of customer satisfaction 
via the implementation of the planned strategy. This requires everyone 
to understand and be committed to the underlying tenets of the marketing 
concept, which may mean that marketers devote time to training and 
sensitizing employees into a customer philosophy. Thus, internal marketing 
necessitates segmenting the groups of people within the organization; 
analyzing their needs, motives, objectives and level of understanding of 
marketing philosophy; devising specific training programs for each segment; 
and then carrying out the training and motivating and measuring the 
success of these programs.
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18.3 IMPLEMENTATION SKILLS
To be successful, implementation skills must be developed within an 
organization. From an implementation perspective, an organization must 
translate strategy into a series of assigned activities in such a way that 
everyone can see their job as a set of value-added actions. These actions 
should be seen as contributive to the organization because they ultimately 
result in greater value being delivered to the customer. Bonoma suggests 
four types of skills to be utilized in implementation activities: 

Allocating skills are used to assign resources ie.g., money, effort, personnel) 
to the programs, functions, and policies needed to put the strategy into 
action. For example, allocating funds for special-event marketing programs 
or setting a policy of when to voluntarily recall a defective product are , 
issues that require managers to exhibit allocating skills.

Monitoring skills are used to evaluate the results of marketing activities. 
Chapter 8 discusses how these skills can be used to determine the effectiveness 
of the marketing program.
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Organizing skills are used to develop the structures and coordination 
mechanisms needed to put marketing plans to work. Understanding informal 
dynamics as well as formal organization structure is needed here. 
Interacting skills are used to achieve goals by influencing the behaviour 
of others. Motivation of people internal as well as external to the company— 
marketing research firms, advertising E^encies, dealers, wholesalers, brokers, 
etc., is a necessary prerequisite to fulfilling marketing objectives.
Table 18.1 shows how Eli Lilly might have used these four skills to 
implement the strategy and objectives formulated at the corporate, 
SBU, .and product/market levels of planning. In this example there is 
a consistency between every level and every action taken with respect 
to the various manifestations of strategy and tactics. Contemporary 
marketing managers, perhaps unlike their predecessors, would find it 
important to tell the sales force and external agents why these assignments 
were being made and not just what and how much to do.

Table 18.1: An Example of Objectives and Strategy 
Implementation at Eli Lilly

NOTES

Corporate level
Objective: Maintain product leadership in each market we enter. 
Strategy: Product leadership values discipline.

i
Strategic business unit level
Objective: Maintain a market share of the nonnarcotic analgesic market of 
80 percent* for the next five years
Strategy: Introduce new products to take place of high-revenue-producing 
products when they lose patent protection.

I
Product market level
Ot^ecbve: Call on physicians to detail Darvocet as a more advanced 
analgesic than Darvon wiUi more efficacy and fewer side effects; call 
on pharmacists to leave order blanks for Darvon at sale prices. 
Strategy: Product line extension and aggressive pricing.

iI1
Interacting

Motivating sales 
force to devote the 
effort necessary to - 
make the number 
of calls needed to 
fulfill the strategic 
plan. Providing 
sales force with 
information and 
material needed to 
change MDs 
prescribing habits 
toward new 
products and obtain 
orders from 
pharmacies for both 
old and new 
products. Working 
with as agency In 
preparation of 
promotional 
materials.

Monitoring Organizing

Ensuring that 
existing 
market 
organization 
structure aids 
in the
execution of 
the specified 
strategy and 
tactics.

Allocating

Assigning to 
sales force 
the targeted 
number and 
types of MDs 
and pharma
cists to call 
on during a 
specified 
period of 
time.
Budgeting of 
funds to 
cover
advertising, 
selling, direct 
mail, and 
other 
expenses.

Annual plan conti^ols will 
monitor sales to make 
sure total sales 
objectives are achieved 
as well as percent of I 
sales to old versus new 
product; sales calls to 
MDs and pharmacists to 
ensure calls are made, 
pricing to ensure that the 
correct price for old and 
new products are printed 
and that sale 
announcements are 
received by pharmacists 
at specified time 
Profitability controls will 
be used to monitor 
profitability by type of 
MDs, chain versus 
independent pharmacies.
etc.
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ORIENTATION THROUGHOUT THE ORGA
NIZATION

NOTES
One of the key indicators of whether a true societal marketing orientation 
exists within a company is the degree to which its philosophical tenets 
are held by people outside the marketing function. It is critically important 
to inculcate everyone within the organization, as well as the external 
agencies with which the company works, into having customer orientation 
in the execution of their jobs. Often it is necessary to institute training 
sessions to explain why such an orientation is needed in the globally 
competitive markets in which the organization competes, as well as set 
forth the management expectations for achieving the goal of generating 
satisfied, loyal customers. Several books have been devoted to the subject 
of building a customer focus within an organization. Kotler illustrates 
the problems involved in integrating the efforts of key personnel when 
implementing a customer orientation.

The marketing executive of a major airline desires to increase the airline’s 
market share by increasing customer satisfaction through providing better 
food, cleaner cabins, better trained cabin crews, and lower fares. Yet he 
has no authority in these areas. The catering department chooses food 
that keeps costs low; the maintenance department uses cleaning services 
that keep cleaning costs low; the personnel department employs people 
without regard to whether they are friendly; and the finance department 
controls fares. Since these departments generally take a cost or production 
point of view, the executive has difficulty achieving an integrated marketing 
approach.

Integrated marketing efforts require two things. First, there must be a 
coordination of efforts among the various marketing functions (sales force, 
product management, advertising, marketing research, and so on). Too 
often, the sales force is angry at product management for setting an 
unrealistic sales goal; or the advertising agency and brand management 
cannot agree on an appropriate ad message. Second, marketing efforts 
must be well coordinated between marketing and the other departments 
within the organization. In its job descriptions IBM provides an explanation 
of how that job impacts on the customer. IBM factory managers know 
that a clean and efficient production area can help sell a customer on a 
factory visit. IBM accountants understand that quick response to customer 
inquiries and accuracy in billing impact the image customers have of 
IBM.
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Total quality management (TQM) and its related concept, continuous 
quality improvement (CQI), have gotten considerable attention as processes 
intended to deliver greater customer satisfaction. In both concepts the 
underlying motivation is to never be satisfied with “good enough.” 
These tenets strive to identify and better execute those activities that 
can ultimately affect the ability of the company’s product to generate 
satisfied customers. To a marketer, the “quality” of a product or service 
is defined as its ability to address a customer’s needs.

Therefore, TQM involves evaluating how everyone in the organization 
can integrate their activities to address customer needs, and CQI involves 
evaluating how each activity can be measured and improved as a means 
of delivering need satisfaction.

Japanese producers have demonstrated these concepts in their success 
at building market share in a variety of business and consumer markets. 
By applying CQI and TQM they have shown that defective goods are 
not inevitable, continuous improvement is a mandatory goal, benchmarking 
the top-performing product in each product category is the starting 
place for such improvements, and that high quality ultimately costs 
less because of retaining customers and avoiding the expenses of correcting 
problems. Increasing quality involves not just avoiding the production 
of defective parts, however, it means improving the product’s design 
so that it is capable of delivering satisfaction of customer needs. 

Attention to TQM means focusing on activity-delivery schedules, customer 
service, billing accuracy, clear advertising strategies, etc., which can 
impact customer satisfaction. Taking the customer’s point of view (a 
basic principle of the marketing concept) provides a perspective on 
how a company can continuously improve those implementation activities. 
For example, an airline reservation system niight benchmark all the 
actions involved in making a reservation {e.g., ease of recall of the 
“800” phone number, waiting time to talk with reservationist, message/ 
music while waiting, knowledge/friendliness/helpfulness of reservationist, 
accuracy of taking reservation, etc.). The company can then set goals 
for how to continuously improve by always looking at the service from 
the customer’s perspective. Defects are defective ways of addressing 
customer needs; improvements are better ways of satisfying customers. 
TQM goals will remain empty rhetoric, however, unless employees are 
empowered with the authority and responsibility to make customer- 
related decisions on the spot. Of course, those decisions must be consistent 
with the company’s missions and customer service policies.Without 
such empowerment, customers may get frustrated with not having 
their needs immediately addressed.

NOTES
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Total quality management can benefit an organization in several ways. 
Financially, the company can expect lower operating costs, better returns 
on sales and investments, and a high-quality image which allows for 
premium pricing of goods and services. Other benefits include more 
rapid introduction, of innovations, improved access to global markets, 
better retention of customers, better corporate image, and better employee 
morale.

NOTES

18.6 ORGANIZING FOR IMPLEMENTATION
In the past two decades, management theorists have increasingly turned 
their attention to the interactions of people, systems, corporate cultures, 
and organizational structures as the key to understanding successful 
implementation of marketing strategy. Each of these components will be 
discussed as contributors to the successful implementation of marketing 
strategy.

People
Success within organizations does not come from everyone doing their 
best but rather from everyone doing their best at an assigned role to 
achieve an objective everyone understands and works to achieve. Managers 
need to gain the cooperation of involved parties to successfully achieve 
the implementation of marketing strategies. One study revealed that 
implementation was improved if the manager seeking change:

Is invested with the authority and seniority to oversee the process 
and evaluate performance.

Can demonstrate that changes are needed when performance falls 
below competitive benchmarks.

Can demonstrate the feasibility of altering practices to improve 
performance.

Establishes a task force to identify those implementation procedtires 
that are inefficient or ineffective and suggests improvements.

Approves improved practices.

Monitors changes and demonstrates their value to the organization.

This approach is more effective than implementation by edict, 
persuasion, or more democratic/participative approaches.

By using this approach the manager unfreezes old beliefs, norms, attitudes, 
and behaviours and engages in supervision of the change process. An 
experienced manager can identify subordinates with superior ability to 
accomplish assigned tasks. These people usually receive the assignments

1.

2.

3.

4.

5.

6.

7.
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the extreme, however, this approach of “giving the busy person the job 
you need done well” may overburden even the most competent executive. 
Establishing systems that allow senior management to review assigned 
tasks and responsibilities for implementation of a program can ensure 
that bottlenecks are not created by making too many demands on talented 
executives.

NOTES

Systems
A number of systems are relevant to the implementation of marketing 
strategies. Among these are accounting and budgeting systems, information 
systems, and measurement and reward systems. The system most directly 
involved in the implementation of marketing plans is the project planning 
system, which involves the scheduling of specific tasks for carrying 
out a project. Some of the better-known planned project implementation 
tools are the Program Evaluation Review Technique (PERT) and the 
Critical Path Method (CPM). Using CPM in the implementation of a 
marketing strategy requires completion of the following steps;

1. Specific activities and sequences must be identified in the marketing 
strategy.

2. Specific dates for completion and review points for progress are 
identified.

3. Specific individuals are assigned responsibility for completion 
of each task.

To achieve success with the use of CPM, marketing managers must 
foster ownership of the process by means previously outlined in this 
chapter (i.e., detailed action plans, champion and ownership teams, 
compensation, and management involvement). Mapping out the activities, 
sequencing, and time required to execute the actions makes it possible 
to identify the “critical path”—the sequence that will take the longest 
time to complete. Although other paths will have some slack time and 
delays these will not add to the overall time of the project. Only increases 
in the time it takes to perform the activities in the critical path will 
add to the overall time for the project. This increase could result in 
missed deadlines such as key buying dates, shipment deadlines, trade 
show dates, etc. If everyone understands the critical nature of performing 
his or her task in the allotted time the process can become self-managing. 
Everyone is dependent on one another for performing their tasks in 
sequence in a timely fashion and “peer pressure” prevents procrastination.
A competitive advantage can be obtained in certain markets by reducing 
the time it takes to implement a marketing strategy. Firms such as 
Toyota, Hitachi, Honda, Sharp, Benetton, The Limited, FedEx, and
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Domino’s Pizza have gained a competitive advantage in their markets by 
greatly decreasing the time it takes to perform key implementation 
activities.

Corporate Culture

Organizational or corporate culture is the pattern of role-related beliefs, 
values, and expectations that are shared by the members of an organization. 
It is a social control system with norms as behavioural guides. Rules and 
norms for behaviour within an organization are derived from these beliefs, 
values, and expectations. Norms of behaviour can actually exert more 
control over employee behaviour than a set of objectives or sanctions, 
which people can sometimes ignore, because norms are based on a commitment 
to shared values. For instance, if a Nordstrom employee goes to heroic 
lengths to satisfy a customer, such behaviour is seen as laudable by 
management and peers because it is consistent with the shared values 
of the organization’s employees. Norms can also work to discourage sloppy 
work which would violate a set of shared values of excellence held by 
employees.

In their book. Built to Last, Collins and Porras describe “cult-like” cultures 
as one of the traits of visionary companies. By this they mean that visionary 
companies tend to be cultlike around core ideologies, and not around 
charismatic individuals. According to Collins and Porras, such companies 
translate their ideologies into tangible mechanisms aligned to send a 
consistent set of reinforcing signals by indoctrinating people, and imposing 
a tightness of fit to create a sense of belonging to something special. 
They suggest the following:

Hiring

• Tight screening processes during hiring and for the first few years

• Rigorous up-through-the-ranks policies—hiring young, promoting 
from within, and shaping an employee’s mind-set from a young 
age

Training

• Developing internal “universities” and training centers

• Training programs that convey not only practical content but also 
teach ideological values, norms, history, and tradition

• On-the-job socialization with peers and immediate supervisors

• Using unique language and terminology ( such as Disney’s “cast 
members,” and Motorola’s “Motorolans”)

NOTES
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• Corporate songs, cheers, affirmations, or pledges that reinforce 
psychological commitment and a sense of belonging to a special, 
elite group

Reward
NOTES

• Incentive and advancement criteria explicitly linked to corporate 
ideology “buy-in” mechanisms (financial, time investment)

• Celebrations that reinforce successes, belonging, and specialness

• Awards, contests, and public recognition that reward those who 
display great effort consistent with the ideology; severe tangible 
and visible penalties or termination for breaching the ideology

Operations

Plant and office layout that reinforces norms and ideals The successful 
nurturing of a corporate culture as embodied by such visionary companies 
results in a governance of behavior sometimes described as a “clan.” A 
clan system, utilizing norms, exercises control over employees by socializing 
individuals into an informal social system that stresses teamwork rather 
than strict adherence to a set of bureaucratic rules and regulations. If 
a corporation’s ideology, which has been indoctrinated into the employee 
(see previous list), stresses customer service as a shared value, then 
the clan system operates to reinforce that value. A clan culture can 
aid in improving the implementation of marketing strategies in several 
ways.

1. Goals and beliefs of the organization- are shared by employees 
resulting in less goal conflict.

2. Clan members believe that their self-interest is best served through 
team cooperation, so they support one another.

3. Costs associated with formalized control methods are reduced 
because of the increase in commitment and reduction of politics 
and conflict associated with implementation activities.

SUMMARY

• Chronologically, strategy development precedes implementation. Conceptually, 
both should occur simultaneously.

• Chronologically, strategy development precedes implementation. Conceptually, 
both should occur simultaneously.

• Allocating skills are used to assign resources {e.g., money, effort, personnel)
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to the programs, functions, and policies needed to put the strategy into 
action.

• One of the key indicators of whether a true societal marketing orientation 
exists within a company is the degree to which i^ philosophical tenets are 
held by people outside the marketing function.NOTES

■i/t' •

• Total quality management (TQM) and its related concept, continuous quality
improvement (CQI), have gotten considerable attention as processes intended 
to deliver greater customer satisfaction.

• A number of systems are relevant to the' implementation of marketing 
strategies.'

REVIEW QUESTIONS

1. 'What are internal marketing implementation issues?

2. How many types of skills are suggested by Bonoma? Explain.

3. What do you mean by total quality management?

4. What are the various ways of improving the implementation of marketing 
strategies?
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CHAPTER 19 SALES FORECASTING
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19.0 LEARNING OBJECTIVES
After going through this chapter, you will be able to:

• define planning.

• define the terms like short-term forecasts, medium-term forecasts 
and long-term forecasts.

• discuss about the levels of forecasting.

• describe the qualitative techniques.

• describe the quantitative techniques such as time series analysis 
and causal techniques.

• understand the use of computers software in sales forecasting.

19.1 INTRODUCTION
It is of utmost importance that the sales manager has some idea of 
what will happen in the future in order that plans can be made in 
advance. There would otherwise be no point in planning and all that 
has been said in the previous chapter would be negated. Many sales 
managers do not recognise that sales forecasting is their responsibility 
and leave such matters to accountants, who need the forecast in order 
that they can prepare budgets (dealt with later). Sales managers do
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not always see the immediate need for forecasting and feel that selling 
is a more urgent task. Indeed, the task of forecasting by the sales manager 
is often delayed until the last minute and a hastily put together estimation 
with no scientific base, little more than an educated guess, is the end 
result. The folly of such an attitude is examined during this chapter..
When one is in a producer’s market—similar to the situations in the 
immediate post-war years, there is less of a need for forecasting as the 
market takes up all one’s production; it is less a matter of selling and 
more a matter of allowing customers to purchase. However, in a buyer’s 
market the situation is different.
The consequence of over-production is unsold stock which is costly to 
finance from working capital borrowings. The marginal money, i.e. the 
cost of borrowing the last unit of revenue, comes from the bank overdraft, 
which is at least base rate of borrowing plus 1 or 2 per cent. It can 
therefore be seen that over-production and holding stock can be costly. 
Conversely, under-production can be detrimental as sales opportunities 
might be missed due to long delivery times and business might pass to 
a competitor that can offer quicker delivery.
Thus, the purpose of the sales forecast is to plan ahead and go about 
achieving forecasted sales in what management considers to be the most 
effective manner. It is again emphasised that the sales manager is the 
person who should be responsible for this task. The accountant is not in 
a position to know whether the market is about to rise or fall; all that 
can be done is to extrapolate from previous sales, estimate the general 
trend and make a forecast based on this. The sales manager is the person 
who should know which way the market is moving, and it is an abrogation 
of responsibility if the task of sales forecasting is left to the accountant. 
In addition, the sales forecasting procedure must be taken seriously 
because from it stems business planning. If the forecast is flawed then 
business plans will also be incorrect.

NOTES

19.2 PLANNING
It has been established that planning stems from the sales forecast and 
the purpose of planning is to allocate company resources in such a manner 
as to achieve these anticipated sales.
A company can forecast sales either by forecasting market sales (called 
market forecasting) and then determining what share of this will accrue 
to the company or by forecasting the company’s sales directly. Techniques 
for doing this are dealt with later in the chapter. The point is that 
planners are only interested in forecasts when the forecast comes down 
to individual products in the company.
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Sales ForecastingWe now examine the applicability and usefulness of the short-, mcdium- 
and long-term forecasts in so far as company planners are concerned 
and look at each from individual company departmental viewpoints.

1. Short-term forecasts. These are usually for periods up to three 
months ahead and are really of use for tactical matters such as 
production planning. The general trend of sales is less important 
here than short-term fluctuations.

2. Medium-term forecasts. These have direct implications for planners. 
They are of most importance in the area of business budgeting, 
the starting point for which is the sales forecast. Thus, if the 
sales forecast is incorrect, then the entire budget is incoi-rect. 
If the forecast is over-optimistic then the company will have 
unsold stocks, which must be financed out of working capital. If 
the forecast is pessimistic then the firm may miss out on marketing 
opportunities because it is not geared up to produce the extra 
goods required by the market. More to the point is that when 
forecasting is left to accountants, they will tend to err on the 
conservative side and produce a forecast that is lower than the 
trend of sales, the implications of which have just been described. 
This serves to re-emphasise the point that sales forecasting is 
the responsibility of the sales manager. Such medium-term forecasts 
are normally for one year ahead.

3. Long-term forecasts. These are usually for periods of three years 
and upwards depending on the type of industry being considered. 
In industries such as computers three years is considered long
term, whereas for steel manufacture ten years is a typical long
term horizon. ITiey are worked out from macro-environmental 
factors such as government policy, economic trends, etc. Such 
forecasts are needed mainly by financial accountants for long
term resource implications and are generally the concern of 
boards of directors. The board must decide what its poliC3'^ is to 
be in establishing the levels of production needed to meet the 
forecasted demand; such decisions might involve the construction 
of a new factory and the training of a workforce. In addition to 
the functions already mentioned under each of the three types 
of forecast, other functions can be directly and indirectly affected 
in their planning considerations as a result of the sales forecast. 
Such functions include the following;

1. It has been mentioned that production needs to know about 
sales forecasts so that they can arrange production planning. 
There will also need to be close and speedy liaison between 
production and sales to determine customer priorities in

NOTES
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the short term. Production also needs long-term forecasts so 
that capital plant decisions can be made in order to meet anticipated 
sales.

2. Purchasing usually receives its cue to purchase from production 
via purchase requisitions or bills of material. However, in the 
case of strategic materials or long delivery items it is useful 
for purchasing to have some advance warning of likely impending 
material or component purchases in order that they can better 
plan their purchases. Such advance warning will also enable 
purchasing to purchase more effectively from a price and delivery 
viewpoint.

3. Human resource management is interested in the sales forecast 
from the staffing planning viewpoint.

4. It has already been mentioned that the financial and, more 
specifically, costing functions need the medium-term forecast 
to budget, Later in this chapter we discuss the role of the 
sales forecast in the sales budgetary procedure and how such 
a function operates. The long-term forecast is of value to financial 
accountants in that they can provide for long-range profit plans 
and income flows. They also need to make provision for capital 
items such as plant and machinery needed in order to replace 
old plant and machinery and to meet anticipated sales in the 
longer term.

5. Research and development (R&D) will need forecasts, although 
their needs will be more concerned with technological matters 
and not with actual projected sales figures. They will want to 
know the expected life of existing products and what likely 
changes will have to be made to their function and design in 
order to keep them competitive. Market research reports will 
be of use to R&D in that they will be able to design and develop 
products suited to the marketplace. Such a view reflects a 
marketing orientated approach to customer requirements. Here 
reports from salespeople in the field concerning both the company’s 
and competitors’ products will be useful in building up a general 
picture; such information will be collated and collected by the 
marketing research function.

6. Marketing needs the sales forecast so that sales strategies 
and promotional plans can be formulated in order to achieve 
the forecasted sales. Such plans and strategies might include 
the recruitment of additional sales personnel, remuneration 
plans, promotional expenditures and other matters.

NOTES
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A useful model, proposed by Hogarth, involved three interactive forecasting 
components: the person performing the task of forecasting, the actions 
that are a consequence of that person’s judgements and the ultimate 
outcome of that judgement. This model is shown in Figure 19.1.
The individual making the forecast is represented in the scheme in 
terms of beliefs relating to the forecasting task. This judgement relates 
to acquiring and processing information and the output from this 
information. This is then translated into action, which is the sales 
forecast. The outcome refers to action that, along with external factors, 
then produces the final forecast. Feedback points are included as corrective 
measures that might be needed as the forecast becomes reality.
It can thus be seen that an accurate forecast is important because all 
functions base their plans on such forecasts. The short-, medium- and 
long-term forecasts all have relevance to some business function and, 
in the absence of reasonably accurate forecasting, where such plans 
are not based on a solid foundation, they will have to be modified later 
as sales turn out to be different from those predicted in the sales 
forecast.
Now that the purpose of sales forecasting has been established, together 
with its role as a precursor to all planning activity, we can look at the 
different types of forecasting technique, bearing in mind that such 
forecasting is the responsibility of the sales function. Such techniques 
are split into two types: qualitative techniques and quantitative techniques.

Task en>nronment

Sales Forecasting

NOTES
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Output
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Figure 19.1 A conceptually based model of judgemental forecasting
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Forecasts can be produced for different horizons starting at an international 
level and ranging down to national levels, by industry and then by company 
levels until we reach individual product-by-product forecasts. The forecast 
is then broken down seasonally over the time span of the forecasting 
period and geographically right down to individual salesperson areas. 
These latter levels are of specific interest to sales management, for it is 
from here that the sales budgeting and remuneration systems stem, as 
we discuss later in the chapter.
However, companies do not generally have to produce international or 
national forecasts as this information is usually available from recognised 
international and national sources. The company forecaster finds such 
data useful for it is by using such information that product-by-product 
forecasts can be adjusted in the light of these macro-level predictions. It 
is also from these market forecasts that the company can determine 
what'share it will be able to achieve through its selling and marketing 
efforts. These marketing efforts involve manipulating the marketing mix 
in order to plan how to achieve these forecasted sales (e.g., a price 
reduction could well mean more sales will be possible). Once it reaches 
a detailed level of product by product forecasting, geographically split 
over a time period, it is then termed the ‘sales forecast’, which is more 
meaningful to sales management. Indeed, it could be said that this is the 
means through which sales management exercises control over the field 
salesforce and, as we describe later, this is the revenue-generating mechanism 
for the entire sales organisation of a company as seen in the example 
that follows.

NOTES

I

19.4 QUALITATIVE TECHNIQUES
Qualitative forecasting techniques are sometimes referred to as judgemental 
or subjective techniques because they rely more on opinion and less on 
mathematics in their formulation.
Consumer/user survey method: This method involves asking customers 
about their likely purchases for the forecast period, sometimes referred 
to as the market research method. For industrial products, where there 
are fewer customers, such research is often carried out by the salesforce 
on a face-to-face basis. The only problem is that then you have to ascertain 
what proportion of their likely purchases will accrue to your company. 
Another problem is that customers (and salespeople) tend to be optimistic 
when making predictions for the future. Both of these problems can lead 
to the possibility of multiplied inaccuracies.
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Sales ForecastingFor consumer products it is not possible to canvass customers through 
the salesforce. The best method is to interview customers through a 
market research survey (probably coupled with other questions or through 
an omnibus survey where questions on a questionnaire are shared 
with other companies). Clearly, it will only be possible to interview -a 
small sample of the total population and because of this the forecast 
will be less accurate. There is also a question of the type and number 
of questions one can ask on such a sample survey. It is better to canvass 
grades of opinion when embarking on such a study and these grades 
of opinion can reflect purchasing likelihoods. One can then go on to 
ask a question as to the likelihood of purchasing particular makes or 
brands which will, of course, include your own brand or model.
This method is of most value when there are a small number of users 
who are prepared to state their intentions with a reasonable degree 
of accuracy. It tends, therefore, to be limited to organisational buying. 
It is also a useful vehicle for collecting information of a technological 
nature which can be fed to one’s own research and development function.

NOTES

Panels of Executive Opinion
This is sometimes called the jury method, where specialists or experts 
are consulted who have knowledge of the industry being examined. 
Such people can come from inside the company and include marketing 
or financial personnel or, indeed, people who have a detailed knowledge 
of the industry. More often, the experts will come from outside the 
•company and can include management consultants who operate within 
the particular industry. Sometimes external people can include customers 
who are in a position to advise from a buying company’s viewpoint. 
The panel thus normally comprises a mixture of internal and external 
personnel. These experts come with a prepared forecast and must 
defend their stance in committee among the other experts. Their individual 
stances may be altered following such discussions. In the end, if disagreement 
results, mathematical aggregation may be necessary to arrive at a 
-ompromise.
ITiis type of forecasting method is termed a ‘top-down’ method whereby 
■a forecast is produced for the industry. The company then determines 
what its share will be of the overall forecast. Because the statistics have 
lot been collected from basic market data (from the ‘bottom-up’) there 
s difficulty in allocating the forecast out among individual products and

I

^ales territories, and any such allocation will probably be arbitrary. Thus, 
he forecast represents aggregate opinion and is only useful when developing 
^ general, rather than specific product-by-product forecast.

I

\ variation of this method is termed ‘prudent manager forecasting’ 
vhereby comptiny personnel are asked to assume the position of purchasers
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in customer companies. They must then look at company sales from a 
customer’s viewpoint and ‘prudently’ evaluate sales, taking into consideration 
such factors as external economic conditions, competitive offerings in 
terms of design, quality, delivery and price and whatever other factors 
are considered relevant to making an evaluation of the company’s sales.
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Salesforce Composite
'This method involves each salesperson making a product-by-product forecast 
for their particular sales territory. Thus, individual forecasts are built 
up to produce a company forecast; this is sometimes termed a ‘grass
roots’ approach. Each salesperson’s forecast must be agreed with the 
manager, and divisional manager where appropriate, and eventually the 
sales manager agrees the final composite forecast. Such a method is a 
bottom-up approach. Where remuneration is linked to projected sales 
(through quotas or targets) there can be less cause for complaint because 
the forecast upon which remuneration is based has been produced by the 
salesforce itself.
A variation of the above method is termed ‘detecting differences in figures’ 
and here each stage in the hierarchy produces a set of figures before 
meeting. The salesperson produces figures, broken down by product and 
customer, and the area manager produces figures for the salesperson’s 
territory. They then meet and must reconcile any differences in figures. 
The process proceeds with the area manager producing territory-by
territory figures and meeting with the regional manager who will have 
produced figures for the area, until it eventually reaches the sales manager 
and the entire forecast is ultimately agreed. The immediate problem 
with the salesforce composite method of forecasting is that when the 
•forecast is used for future remuneration (through the establishment of 
sales quotas or targets) there might be a tendency for salespeople to 
produce a pessimistic forecast. This can be alleviated by linking selling 
expenses to the forecast os well as future remuneration.
When remuneration is not linked to the sales forecast there is a temptation 
to produce an optimistic forecast in view of what was said earlier about 
customers and salespeople tending to overestimate. The consequence of 
the above is that a forecast might be produced that is biased either 
pessimistically or optimistically. As a corollary to the above it can also 
be argued that salespeople are too concerned with everyday events to 
enable them to produce objective forecasts and they are perhaps less 
aware of broader factors affecting sales of their products. Thus their 
forecasts will tend to be subjective.

Delphi Method
This method bears a resemblance to the ‘panel of executive opinion’ 
method and the forecasting team is chosen using a similar set of criteria. 
The main difference is that members do not meet in committee.
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Sales ForecastingA project leader administers a questionnaire to each member of the 
team which asks questions, usually of a behavioural nature, such as 

‘Do you envisage new technology products supplanting our product 
lines in the next five years? If so, by what percentage market share?’ 
The questioning then proceeds to a more detailed or pointed second 
stage which asks questions about the individual company. The process 
can go on to further stages where appropriate. The ultimate objective 
is to translate opinion into some form of forecast. After each round of 

questionnaires the aggregate response from each is circulated to members 
of the panel before they complete the questionnaire for the next round, 
so members are not completing their questionnaires in a void and can 
moderate their responses in the light of aggregate results. '

The fact that members do not meet in committee means that they are 

not influenced by majority opinion and a more objective forecast might 
result. However, as a vehicle for producing a territory-by-territory or 

product-by-product forecast it has limited value. It is of greater value 
in providing general data about industry trends and as a technological 
forecasting tool. It is also useful in providing information about new 
products or processes that the company intends to develop for ultimate 

manufacture and sale.

NOTES

Bayesian Decision Theory
This technique has been placed under qualitative techniques, although 

it is really a mixture of subjective and objective techniques. It is not 
possible to describe the detailed workings of this method within the 

confines of this text; indeed it is possible to devote a whole text to the 

Bayesian technique alone. The technique is similar to critical path 

analysis in that it uses a network diagram and probabilities must be 

estimated for each event over the network. The basis of the technique 

can best be described by reference to a simple example. As this chapter 

does not easily lend itself to the provision of a case study that can 
encompass most or all of the areas covered, a practical exercise, followed 
by questions covering Bayesian decision theory, has been included at 
the end of the chapter which should give the reader an insight into its 

workings.

Product Testing and Test Marketing
This technique is of value for new or modified products for which no 
previous sales figures exist and where it is difficult to estimate likely
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demand. It is therefore prudent to estimate likely demand for the product 
by testing it on a sample of the market beforehand.
Product testing involves placing the pre-production model(s) with a sample 
of potential users beforehand and noting their reactions to the product 
over a period of time by asking them to fill in a diary noting product 
deficiencies, how it worked, general reactions, etc. The type of products 
that can be tested in this manner can range from household durables, for 
example, vacuum cleaners, to canned foods such as soups. However, there 
is a limit to the number of pre-production items that can be supplied 
(particularly for consumer durables) and the technique is really of value 
in deciding between a ‘go’ or ‘no go’ decision.
Test marketing is perhaps of more value for forecasting purposes. It 
involves the limited launch of a product in a closely defined geographical 
test area, for example, a test town such as Bristol or a larger area such 
as the Tyne-Tees Television area. Thus, a national launch is simulated 
in a small area representative of the country as a whole, obviously at 
less expense. It is of particular value for branded foodstuffs. Test market 
results can be grossed up to predict the national launch outcome. However, 
the estimate can only cover the launch. Over time, the novelty factor of 
a new product might wear off. In addition, it gives competitors an advantage 
because they can observe the product being test marketed and any potential 
surprise advantage will be lost. It has also been known for competitors 
deliberately to attempt to sabotage a test marketing campaign by increasing 
their promotional activity in the area over the period of the test market, 
thereby introducing additional complications when assessing the final 
results.

NOTES

19.5 QUANTITATIVE TECHNIQUES
Quantitative forecasting techniques are sometimes termed objective 
or mathematical techniques as they rely more upon mathematics and 
less upon judgement in their computation. These techniques are now 
very popular as a result of sophisticated computer packages, some being 
tailor-made for the company needing the forecast. It is not proposed to 
go into the detailed working of such techniques because they require 
specialist skills in their own right; indeed a single technique could take 
up an entire textbook. Some quantitative techniques are simple while 
others are extremely complex. We now explain such techniques so you 
will have an appreciation of their usefulness and applicability. If the 
forecasting problem calls for specialist mathematical techniques then 
the answer is to consult a specialist and not attempt it on the basis of 
incomplete information given here. Quantitative techniques can be divided 
into two types:
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Sales Forecasting1. Time series analysis. The only variable that the forecaster 
considers is time. These techniques are relatively simple to apply, 
but the danger is that too much emphasis might be placed upon 
past events to predict the future. The techniques are useful in 
predicting sales in markets that are relatively stable and not 
susceptible to sudden irrational changes in demand. In other 
words, it is not possible to predict downturns or upturns in the 
market, unless the forecaster deliberately manipulates the forecast 
to incorporate such a downturn or upturn.

2. Causal techniques. It is assumed that-there is a relationship 
between the measurable independent variable and the forecasted 
dependent variable. The forecast is produced by putting the 
value of the independent variable into the calculation. One must 
choose a suitable independent variable and the period of the 
forecast to be produced must be considered carefully. The techniques 
are thus concerned with cause and effect. The problem arises 
when one attempts to establish reasons behind these cause and 
effect relationships; in many cases there is no logical explanation. 
Indeed, there is quite often nothing to suppose that the relationship 
should hold good in the future.

Reasoning behind causal relationships may not be too clear at this 
•stage, but once the techniques are examined later in the chapter it 
should become self-evident. The first set of techniques examined are 
those concerned with time series analysis.

NOTES

Quantitative Techniques (time series)

Moving averages
Phis method averages out and smooths data in a time series. The 
dnger the time series, the greater will be the smoothing. The principle 
s that one subtracts the earliest sales figure and adds the latest sales 
Igure. The technique is best explained through the simple example 
given in Table 19.1. It can be seen that using a longer moving average 
jroduces a smoother trend line than using a shorter moving average. 
(These data are reproduced graphically (see Figure 19.2) and it can be 
«een that averaging smooths out the annual sales figures. Five-year 
averaging produces a smoother line than three-year averaging. One 
;an then produce a forecast by extending the trend line, and it is up 
o the individual forecaster to decide whether three year or five-year 
averaging is better. Indeed, it is sometimes unnecessary to smooth the 
lata (in the case of a steady trend) and the technique is then termed 
rend projection. Generally speaking, the more the data fluctuate, the 
(lore expedient it is to have a longer averaging period.
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Table 19.1: Office Goods Supplies Ltd: Annual sales of 
briefcases, moving average

Five-year 
Total Average

Three-year
AverageYear Number Total

NOTES 1994 1,446
1,324
1,409
1,218
1,146

1,393
1,317
1,258
1,100
1,076
1,009

1995 4,179
3,951
3,773
3,299
3,228
3,027
2,872
2,728
2,957
2,981
3,022
3,009
3,492

1,309
1,206
1,171
1,078

6,543
6,032
5,855
5,391
4,953
4,810
5,049
4,706
4,805
5,186
5,470

1996
1997
1998
1999 935

9912000 1,147
9629572001 945

1,0082002 927780
9412003 1,003

1,174
986

9619942004
1,037
1,094

2005 1,007
1,003
1,164

805
2006 1,044

1,161
1,287

2007
2008

Exponential Smoothing
This is a technique that apportions varying weightings to different parts 
of the data from which the forecast is to be calculated.

Number 

1,800- 
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700- 
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500-

Actual salei 
3 years moving average 
5 years moving average

199419951996199719981999200020012002200320042CH}52006 20072008

Figure 19.2 : Office Goods Supplies Ltd: annual sales of briefcases, moving average
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Sales ForecastingThe problem with moving averages and straightforward trend projection 
is that it is unable to predict a downturn or upturn in the market 
(unless the forecaster deliberately places a downturn or upturn in the 
data). In this techhique the forecaster apportions appropriate degrees 
of ‘typicality’ to different parts'of the time series.

It is not proposed to explain the detailed mathematics behind the 
technique because this is not a sales forecasting textbook. Instead, the 
statistics used in the previous example have been taken and from 
these weightings have been applied to earlier parts of the series. These 
weightings are applied by the forecaster according to their own judgement 
as to how ‘typical’ earlier parts of the data are in the production of a 
forecast (although there is a mathematical technique for deciding this 
if necessary). The result is shown in Figure 19.3.

Number 
1.600 —

1,500 _

NOTES

1,400 -

1,300 -

1,200 - A1,100 - /
/

\1,000 -
/ /

\900 - \

Y800 -
I700 —

<r (0.6) (0.8) 1(0.5); (0.9) 1 (0.4) 1 (0.9:1 (0.5)
T

199419951996199719981599200020012002200320042005200620072008

Figure 19.3 : Office Goods Supplies Ltd; annual sales of briefcases, 
exponential smoothing (weighting shown in brackets)

In the moving averages technique the forecast will take some time to 
respond to a downturn or upturn, whereas with the exponential smoothing 
method the response can be immediate. In the example in Figure 19.3 
the forecaster has apportioned greater weightings to downturn periods 
of trade than to upturn periods, and the forecast will thus reflect 
another downturn period for 2009. Had a moving averages forecast 
been used, this would have produced a less steep continuum of the 
2007-08 upturn trend. In practice the technique is simple to operate, 
but it is essentially a computer technique. The forecaster can very 
simply alter the smoothing constant for different periods to produce
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a number of alternative forecasts. The skill lies in determining the degree 
of weightings, for earlier and later parts of the time series.

Time Series Analysis
This technique is useful when seasonality occurs in a data pattern. It is 
of particular use for fashion products and for products that respond to 
seasonal changes throughout the year. It can be used for cyclical changes 
in the longer term (such as patterns of trade) but there are better techniques 
available for dealing with such longer-term trends. Thus, its best application 
is where the seasonal pattern is repeated on a fairly regular annual 
basis. These seasonal movements are measured in terms of their deviation 
from the aggregate trend.
The technique is best explained graphically by using data from the previous 
example. The quarterly sales of briefcases have been taken for Office 
Goods Supplies Ltd for the years 2004-08 (see Table 19.2), and it can be 
seen that sales exhibit a seasonal pattern, with a peak of sales in the 
final quarter of each year. When the sums of quarterly deviations from 
the trend are added, the resultant sum is +40 in this particular case (see 
Table 19.3). The total sum must equal zero, otherwise it would mean that 
a positive bias would be built into the forecast. However, this correction 
must come from all figures equally, and is calculated as:
40/4 = + 10
Therefore, +10 must be subtracted from each quarter’s figures. The corrected 
figures are then:
Table 19.2: Office Goods Supplies Ltd: Quarterly sales of briefcases

NOTES

Quarter 1 2 3 4
Corrected Deviations -292 -19 -328 +639 = 0

Quarterly Divided by 

8 to find 

trend
Sum of 

pairs
Deviations 

from trendYear Quarter Unit sales total

2004 1 207

2 268 = 1,174 

1,121 

1,015

= 2,295 

2,136 

= 1,934 

1,723 

= 1,643 

1,779 

= 1,935

287 -64
3 223 267 +209
4 476 242 -88

2005 1 154 919 215 -53
8042 162 205 -78

3 127 839 222 +139
3614 940 242 -53
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Sales Forecasting2006 1891 995 2,039 

= 2,110 

2,156 

= 2,197 

2,268 

= 2,346 

2,433 

= 2,497 

2,536

255 +8
2 263 = 1,044 

1,066 

1,090 

1,107 

= 1,161 

1,185
1.248
1.249 

= 1,287

264 -82
3 182 269 +141
4 410 275 -64 NOTES

2007 1 211 284 +3
2 287 293 -94
3 199 304 +160

4644 312 -77
2008 1 235 317 +33

2 350
3 200
4 502

Table 19.3; Office Goods Supplies Ltd: Sum of quarterly 
deviations from trend

Quarter 1 2 3 4
Year
2004 -53 -64 +209
2005 . -53-88 -78 +139
2006 -53 +8 -82 +141
2007 +3-64 -94 +160
2008 +33-77

Sum -282 -9 -318 +649 = + 40

Table 19.4: Office Goods Supplies Ltd: Forecasted trend 
figures and deviations from trend that have been applied

PeriodYear Trend Deviation Forecast

2008 3 326 -82 244
4 334 +160 494

2009 1 343 -73 270
2 352 -6 347
3 360 -82 278
4 369 +160 529

In this particular example these figures must now be divided by 4 to 
produce a yearly e^gregate (because four years’ data have been used 
in their compilation) and the figures from which the forecast will be 
derived eire as follows:
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Quarter

Deviations

2 3 41.

-73 -82 160 = 0-5

The .figures in Table 19.4 are an extension of data at the end of Table 
19.2 and these have been derived as follows. Unit sales are added to 
provide a one-year total. This total then summates the one-year moving 
sales by taking off the old quarter and adding on the new quarter. The 
quarterly moving totals are then paired in the next column (to provide 
greater smoothing) and this sum is then divided by 8 to ascertain the 
quarterly trend. Finally, the deviations from trend are calculated by 
taking the actual figure (in unit sales) from the trend, and these are 
represented in the final column as deviations from the trend.

The statistics are then incorporated into a graph and the unit sales and 
trend are drawn in Figfure 19.3. The trend line is extended by sight (and 
it is here that the forecaster’s skill and intuition must come in). The 
deviations from trend are then applied to the trend line, and this provides 
the sales forecast.

In the example in Figure 19.3 it can be seen that the trend line has been 
extended on a slow upwards trend similar to the previous years. The first 
two figures for periods 3 and 4 of 2008 are provided as a forecast, as this is 
a function of the calculation. These two periods of course passed, and it 
can be seen that the forecast is slightly different from what happened in 
reality. Proof that forecasting is never perfect! The four quarters of 2009 
have been forecasted and these are included in the graph.
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t

1 J \ I

V\’
Forecasted sales
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0
Quarter 123412341234123412341234

2009
Figure 19.3 ; Office Goods Supplies Ltd: quarterly sales of briefcases

and one-year forecast

2005 2006 2007 2008Year 2CK)4
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Sales ForecastingThe technique, like many similar techniques, suffers from the fact that 
• downturns and upturns cannot be predicted, and such data must be 
subjectively entered by the forecaster through manipulation of the 
extension to the trend line.

NOTES
Z (or zee), charts
This technique is merely a furtherance of the moving averages technique. 
In addition to providing the moving annual total, it also shows the 
monthly sales and cumulative sales; an illustration of the technique 
shows why it is termed Z chart.
Each Z chart represents one year’s data and is best applied using 
monthly sales data. As a vehicle for forecasting it provides a useful 
medium where sales for one year can be compared with previous years 
using three criteria (monthly, cumulative and moving annual).
The sales of briefcases for Office Goods Supplies Ltd have been provided 
for each month of 2007 and 2008 and this is sufficient to provide data 
for the Z chart as can be seen in Table 19.5. The figures in Table 19.5 
■are then transposed graphically in Figure 19.4.
Moving annual sales are obtained by adding on the new month’s figure 
and taking off the old month’s figure, 12 months previously. The cumulative 
sales are obtained by adding each month to the next month, and the 
bottom line of the Z is the monthly sales. The method is very much a 
comparison by sight method and in this case would be used for the 
medium-term (one-year) sales forecast. However, as a serious method 
for prediction its uses are limited; its main use is for comparison. 

Table 19.5: Office Goods Supplies Ltd: Monthly sales 
of briefcases 2007-08

Unit sales 
2007

Cumulative 
sales 2008

Moving annual 
totalMonth 2008

Jan 58 66 66 1,169
1,172
1,185
1,198
1,225
1.248 

1,247 

1,254
1.249 

1,273 

1,279 

1,287

Feb 67 70 136
Mar
Apr

86 99 235
89 102 337

May 94 121 458
Jun 104 127 585
Jul 59 58 643
Aug 62 69 712
Sep
Oct
Nov
Dec

78 73 785
94 118 903

178 184 1,087
1,287192 200
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Miscellaneous
This final section briefly outlines two computer-based techniques; to 
describe their workings in detail would take a disproportionate amount 

, of space together with a detailed knowledge of mathematics. .They rely 
in their application upon sophisticated computer packages. If the reader 
wishes to pursue the techniques further, then a software specialist would 
advise on their applicability arid the degree of accuracy for the desired 
intention. This is not to say that the forecaster (say the sales manager) 
should necessarily need to have a detailed knowledge of the technique 
that is being applied. All they need to know is what the forecast will do 
and its degree of accuracy.
The first of these techniques is Box-Jenkins, which is a sophistication of 
the exponential smoothing technique' that applies different weightings 
to different parts of the time series. In the case of this technique, the 
computer package takes earlier parts of the time series and manipulates 
and weights parts of this against known sales from later parts of the 
time series. The weighting that provides the best fit is finally deduced 
and can then be used for the forecast. It is reasonably accurate for short- 
and medium-term forecasting.
The other technique is termed X-ll and was developed by an American 
named Julius Shiskin. It is a decomposition technique and breaks a time 
series down into trend cycles, seasonal cycles and irregular elements. It 
is an effective technique for medium-term forecasting and incorporates 
a number of analytical methods into its computation.

Unit sales 
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Figure 19.4 : Office Goods Supplies Ltd: monthly sales of briefcases,

Z chart for 2008
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Leading indicators
This method seeks to define and establish a linear regression relationship 
between some measurable phenomenon and whatever is to be forecasted. 
It is not appropriate to enter into a discussion of the technique of 
linear regression within the confines of this text; should you wish to 
pursue the technique further, most reasonably advanced statistical 
texts will adequately describe the method and its applicability.
The best way to explain the technique is to consider the following 
simple example. The sale of children’s bicycles depends upon the child 
population, so a sensible leading indicator for a bicycle manufacturer 
would be birth statistics. The bicycle manufacturer will therefore seek 
to establish a relationship between the two and, if the manufacturer 
is considering children’s first two-wheeler bicycles (say, at age three 
years old, on average) then births will precede first bicycles by three 
years. In other words first bicycles will lag births by three years.
The example is obviously an over-simplification, and there are forecasting 
packages available that permute a number of leading indicators; i.e., 
they are indicators that are ahead of actual sales. It is possible to 
provide the permutation that best fits known sales, where the sales 
are lagged in time and the indicator is leading. The permutation that 
best fits the known sales to the indicator (or permutation of indicators) 
is the one to use in the forecast. Thus, the permutation is constantly 
under review as time goes on. As forecasts pass into actual sales, so 
the forecasting permutation is modified to take account of most recent 
sales.
This more sophisticated type of forecasting uses what is known as 
correlation analysis to establish the relationship. Again the reader is 
directed to any reasonably advanced statistics text for a fuller explanation 
of its workings and implications.

NOTES

Simulation
This forecasting methodology has become possible with the widespread 
use of computers. Leading indicator forecasting establishes relationships 
between some measurable phenomenon and whatever is to be forecasted, 
while simulation uses a process of iteration, or trial and error, to 
arrive at the forecasting relationship. In a reasonably complicated forecasting 
problem (which most are that utilise this technique) the number of 
alternative possibilities and outcomes is vast. When probabilities of 
various outcomes are known, the technique is known as Monte Carlo 
simulation and depends upon a predetermined chance of a particular
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event occurring (it is no coincidence that the technique derives from 
probabilities worked out for gambling games).
We cannot explain the technique further without entering into complex 
mathematical discussions and explanations. In so far as this text is concerned, 
it is sufficient that you are aware of the technique; if further information 
is required, an expert forecaster should be consulted.

NOTES

Diffusion Models
Most of the techniques discussed so far have depended upon a series of 
past sales for the company and the industry to be available before a 
forecast can be calculated. However, when new products are introduced 
to the market which are not simply extensions or redesigns of old products, 
then the technique for estimating sales comes from a body of theory 
called the diffusion of innovations. One of the authors made a study of 
the subject 20 years ago and produced a forecast for video-recorders that 
utilised the Bass diffusion model.
Again, as with most causal techniques, the mathematics are complicated 
and the best advice for the sales manager seeking to apply such a technique 
to a new product would be to seek the advice of a specialist. This is 
essentially a computer technique and its computation is complicated. 
Basically, diffusion theory assumes that the new product has four basic 
units:

• the innovation;

• the communication of the innovation among individuals;

• the social system; and

• time.
The theory goes on to say that the innovation can be categorised into 
one of the following groupings:

• continuous;

• dynamically continuous; and

• discontinuous.
This is a hierarchical listing, with the innovations being more widely 
removed from previous technology as one moves further down the list. 
This means that the further down the hierarchy the innovation is placed, 
the lower will be the degree of likely acceptance. In the early days of a 
product innovation, knowledge must be communicated to as many individuals 
as possible, especially those who are likely, to be influential in gaining 
wider appeal for the innovation. This communication process is broken 
down into formal and informal communication. These two elements are 
fed into the forecasting model and as such the model can be applied
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Sales Forecastingwithout large amounts of past sales data. The formal communication 
is controlled by the company and includes such data as advertising 
expenditure and sales support for the launch and the informal element 
relates to such matters as family and reference group influences. 
Once the innovation has been launched, a measure of the rate of adoption 
is needed in order to produce a useful forecast. Products are born, 
they mature and eventually die, and it is important to the forecaster 
using this technique that the first few points of the launch sales are 
known in order to be able to determine the rate of adoption. Thus, a 
forecast can be made using only a small amount of data covering the 
early launch period. An assumption is therefore made that the product 
being considered has a life-cycle curve and that new product acceptance 
is through a process of imitation, i.e., later purchasers will follow the 
innovators.

NOTES

Use of Computer Software in sales Forecasting
Software has been written designed specifically for forecasting purposes. 
The problem with any listing of such software is that it quickly dates, 
so if it is proposed to use a software package then the best advice is 
to consult an up-to-date listing. The following is a list of more generalised 
packages that have withstood the test of time.

EXEC*U*STAT from Mercia Software Ltd. Combines business statistics 

with high-quality graphics output. It provides for quick analysis of 
data.

FOCA from Timberlake Clark Ltd. Offers modern quantitative forecasting 
of time series using exponential smoothing, spectral analysis, Box- 
Jenkins and adaptive filtering.

MINITAB from CLE.COM Ltd. A general-purpose data analysis system 
that is easy to use. Its features include descriptive statistics, regression 
analysis with diagnostics, residual analysis and step-wise procedures, 
time series analysis including robust smoothers and Box-Jenkins operations.

RATS from Timberlake Clark Ltd. An econometric package that performs 

time series and cross-sectional regression. It is designed for forecasting 

of time series, although small cross-sectional and panel data may also 

be used.

SAS/ETS from SAS Software Ltd. An econometrics and time series 
library which provides forecasting, planning and financial reporting. 
It contains procedures for time series analysis, linear and non-linear 
systems simulation and seasonal adjustments, and its applications include 

econometric modelling and cash-flow planning as well as sales forecasting.
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SORITEC from Timberlake Clark Ltd. Includes non-linear and simultaneous 
estimation techniques, simultaneous non-linear simulation and solution, 
a full matrix processing language and transfer function estimation. 
SPSS-PC_ from SPSS (UK) Ltd. A fully interactive data analysis package 
with full screen editing facilities, data entry and validation and a range 
of analytical and reporting procedures.
STATGRAPHICS from Cocking & Drury Ltd. A statistical and graphics 
package that includes plotting functions (2D and 3D), descriptive methods, 
estimation and testing, distribution fitting, exploratory data analysis, 
analysis and variance, regression analysis, time series analysis including 
Box-Jenkins ARIMA modelling, multivariate and non-parametric methods 
and experimental design.
STATPAC GOLD from Molimerx Ltd with batch and interactive processing 
and good graphics that requires less memory than most other packages. 
This listing only documents those packages that are available in Britain; 
many more are available in the United States.

NOTES

19.6 BUDGETING—PURPOSES
It was outlined at the beginning of this chapter that an organisation 
needs to budget to ensure that expenditure does not exceed planned 
income. It has been shown that the sales forecast is the starting point 
for business planning activities. The company costing function takes the 
medium-term sales forecast as its starting point, and from this budgets 
are allocated to departments (or cost centres). Budgets state limits of 
spending; they are thus a means of control. The company can plan its- 
profits based upon anticipated sales, minus the cost of achieving those- 
sales (which is represented in the total budget for the organisation).
The consequence of an incorrect medium-term forecast can be seen asp 
the company profit plan will be incorrect. It has already been mentioned 
but is re-emphasised here, that if the forecast is pessimistic and tht- 
company achieves more sales than those forecast, then potential sales- 
might be lost owing to unpreparedness and insufficient working finance 
and facilities being available to achieve those sales. Conversely, if th» 
forecast is optimistic and sales revenue does not match anticipated sales 
then revenue problems will arise, with the company having to approacl- 
a lender - probably a bank - to fund its short-term working capita 
requirements (which can be expensive if interest rates are high). Thi 
latter factor is a prime cause of many business failures, not necessaril, 
because of bad products or a bad salesforce, but through insufficien* 
money being available to meet working capital needs. These problem 
stem from incorrect medium-term forecasting in the first place. Th
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Sales Forecastingfollowing budgeting practice used by Kraft gives an illustration of 
budgeting methods.

Alternative Types of Budgeting
There are a number of budgeting types to choose from. Kraft uses a 
mix of the following:

1. Zero based budgeting: In a dynamic business it often makes sense 
to ‘start afresh’ when developing a budget rather than basing 
ideas too much on past performance. This is appropriate to Kraft 
because the organisation is continually seeking to innovate." Each 
budget is therefore constructed without much reference to previous 
budgets. In this way, change is built into budget thinking

2. Strategic budgeting: This involves identifying new, emerging 

opportunities, and then building plans to take full advantage of 
them. This is closely related' to zero based budgeting and helps 
Kraft to concentrate on gaining competitive advantage.

3. Rolling budgets: Given the speed of change and general uncertainty 
in the external environment, shareholders seek quick results. 
US companies typically report to shareholders every three months, 
compared with six months in the United Kingdom. Rolling budgets 
involve evaluating the previous twelve months’ performance on 
an ongoing basis, and forecasting the next three months’ performance.

4. Activity based budgeting: This examines individual activities and 
assesses the strength of their contribution to company success. 
They can then be ranked and prioritised, and be assigned appropriate 
budgets.

NOTES

SUMMARY

• Thus, the purpose of the sales forecast is to plan ahead and go about 
achieving forecasted sales in what management considers to be the most 
effective manner.

• A company can forecast sales either by forecasting market sales (called 
market forecasting) and then determining what share of this will accrue 
to the company or by forecasting the company’s sales directly.

• Short-term forecasts. These are usually for periods up to three months 
ahead and are really of use for tactical matters such as production planning

• Medium-term forecasts these have direct implications for planners.
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• Long-term forecasts. These are usualJy for pei'iods of three years and upwards 
depending on the type of industry being considered.

• Research and development (R&D) will need forecasts, although their needs 
will be more concerned with technological matters and not with actual 
projected sales figures.

• Forecasts can be produced for different horizons starting at an international 
level and ranging down to national levels, by industry and then by company
levels until we reach individual,product-by-product forecasts.

•*
• Quantitative forecasting techniques are sometimes termed objective or 

mathematical techniques as they rely more upon mathematics and less 
upon judgement in their computation.

NOTES

REVIEW QUESTIONS

1. What is the place of sales forecasting in the company planning process?
•

2. Distinguish between qualitative and quantitative forecasting techniques. 
What are the advantages and disadvantages associated with each approach?

3. Define the differences between a sates forecast and a market forecast.

4. How might a government forecast or a forecast from a trade association be 
of specific use to a medium-sized company?
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