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Q. 1. What do you understand by marketing 
environment and why is it important to scan the 
marketing environment? Explain the various 
components of the marketing environment briefly.

Ans. Ref.: See Chapter-2, Page No. 13, Q. No. 
1 and Page No. 11, ‘Relevance of Environment in 
Marketing’.

Q. 2. Explain the various bases of market 
segmentation with the help of examples.

Ans. Ref.: See Chapter-3, Page No. 19, ‘Bases for 
Segmentation’.

Q. 3. “New product development is a very 
complex process.” Comment on this statement 
highlighting the steps involved in new product 
development with the help of examples.

Ans. Ref.: See Chapter-6, Page No. 50, ‘New 
Product Development’.

Q. 4. Explain the various stages of the product 
life cycle with examples. Also, describe the marketing 
strategies recommended at each stage of the product 
life cycle.

Ans. Ref.: See Chapter-3, Page No. 54, Q. No. 1 
and Page No. 52, ‘Marketing Strategies of Different 
Stages of PLC’.

Q. 5. Discuss the methods of setting the price 
of a product.

Ans. Ref.: See Chapter-8, Page No. 74, Q. No. 4.
Q. 6. Explain the various functions performed 

by the channel members. Also, describe the various 
channels of distribution used by marketers.

Ans. Ref.: See Chapter-11, Page No. 93, ‘Functions 
of Channel of Distribution’ and Page No. 94, ‘Channels 
of Distribution Used’.

Q. 7. Discuss the components of promotion mix 
with examples. Explain the criteria to select the best 
possible tool for the promotion of a product.

Ans. Ref.: See Chapter-14, Page No. 129,  
Q. No. 6 and Page No. 130, Q. No. 7.

Q. 8. Write short notes on the following:
(a) Packaging 
Ans. Ref.: See Chapter-7, Page No. 60, ‘What is 

Packaging’?
(b) Service marketing 
Ans. Ref.: See Chapter-17, Page No. 158, 

‘Marketing of Services’.
(c) Digital marketing
Ans. Ref.: See Chapter-20, Page No. 184, ‘Digital 

Marketing’.
(d) Market Targeting
Ans. Ref.: See Chapter-3, Page No. 21, ‘Marketing 

Targeting’.
(e) Green marketing 
Ans. Ref.: See Chapter-19, Page No. 177, ‘Green  

Marketing’.
(f) Marketing mix
Ans. Ref.: See Chapter-1, Page No. 4, ‘Concept 

of Marketing Mix’.
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Q. 1. Describe various bases for segmenting 
consumer markets with examples.

Ans. Ref.: See Chapter-3, Page No. 19, ‘Bases for 
Segmenting Consumer Markets’.

Q. 2. Explain various factors which influence 
consumer behaviour.

Ans. Ref.: See Chapter-4, Page No. 31, ‘Factors 
influencing Consumer Behaviour’.

Q. 3. ‘New product development involves 
marketing out and supervising the search, screening, 
development and commercialisation.” Comment on 
the statement with suitable example.

Ans. Ref.:  See Chapter-6, Page No. 50,  
‘New Product Development’.

Q. 4. Describe various objectives of pricing.
Ans. Ref.: See Chapter-8, Page No. 73, Q. No. 2

Q. 5. Explain four different geographical pric-
ing strategies used by the marketers.

Ans. Ref.:  See Chapter-9, Page No. 79, 
‘Geographical Pricing’, Page No. 82, Q. No. 2 (iv), 
Page No. 83, Q. No. 5 (ii) and Q. No. 5 (iv).

Q. 6. Discuss various factors influencing the 
choice of channel, giving suitable examples.

Ans. Ref.: See Chapter-11, Page No. 94, ‘Factors 
Influencing the Choice of Channel’.

Q. 7. Compare various components of promo-
tion mix, stating their respective advantages and 
disadvantages.

Ans. Ref.: See Chapter-14, Page No. 123, ‘Concept 
of Promotion Mix’.

Q. 8. Write short notes on the following:
(a) Importance of Personal Selling

Ans. Ref.: See Chapter-15, Page No. 133, 
‘Importance of Personal Selling’.

(b) Sales Promotion
Ans. Ref.: See Chapter-15, Page No. 136, ‘Sales 

Promotion’.
(c) Criticism of Advertising

Ans. Ref.: See Chapter-16, Page No. 145, 
‘Criticism of Advertising’.

(d) Publicity
Ans. Ref.: See Chapter-16, Page No. 147, ‘What 

is Publicity’?
(e) Services Marketing

Ans. Ref.: See Chapter-17, Page No. 158, 
‘Marketing of Services’.

(f) Rural Marketing
Ans. Ref.: See Chapter-18, Page No. 167, ‘Rural 

Marketing’.
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Nature and Scope of Marketing

BLOCK-1: BASIC CONCEPTS OF MARKETING

1

PRINCIPLES OF MARKETING

INTRODUCTION

In the present era, all business activities focus on 
satisfying customer’s needs so that their continued 
success over a long period of time can be ensured. 
Basically, marketing means the continuing process 
of identifying the needs/desires of consumers and 
then converting these into products and services. 
The products offered by the company must be able to 
satisfy the needs of potential consumers and only they 
will demand it. There are five marketing concepts under 
which marketing activities of a business enterprise are 
performed. These are Production concept, Product 
concept, Selling concept, Marketing concept and 
Societal concept. It is important that every business 
enterprise must consider societal needs to remain 
profitable in the long run and therefore, its production/
marketing activities must produce such products which 
benefit the whole society. 

CHAPTER AT A GLANCE

THE MEANING OF MARKETING
Marketing is much wider than selling. Its focus is 

on the customer. Every business organization performs 
two important functions: first, producing goods and 
services and then making these products/services 
available to its customers. The way these two functions 
are organized, goes on to determine the success/failure 
of the business. The American Marketing Association 
defines marketing as an organizational function 
and a set of process for creating, communicating 
and delivering value to customers and for managing 
customer relationships in ways that benefit the 
organization and its stakeholders. 

In fact, marketing is a continuing process of 
knowing and converting the needs of consumers into 
products and services. It also makes efforts to create 
demands for these products/services and thereafter 
meets these demands by establishing an efficient 
distribution system. Every aspiring entrepreneur 

must first try to understand the needs of its potential 
customers and then only move on to produce the kind 
of product which can meets these needs. Marketing, 
in the words of American marketing author, Philip 
Kotler, is a human activity directed at satisfying needs 
and wants through exchange processes. Therefore, it 
is clear that proper understanding of the needs of the 
consumers constitute the most fundamental concept in 
marketing. It is because that only after understanding 
the requirements of potential consumers, appropriate 
kind of product/services should be produced so that 
these have the capacity to satisfy these requirements. 

In his definition of marketing Philip Kotler has 
mentioned about an exchange process. We know that 
our wants and needs are unlimited but we have limited 
ability/money to buy the products/services which can 
satisfy these needs. So, we have to select the things 
which we need more desperately, keeping in view the 
amount of money we have to spend on buying these. 
So, the needs, in respect of which we can buy product/
services with the money we have, get converted into 
demand and only then there is exchange of goods for 
money. In this way, it can be concluded that marketing is 
a process in which first, consumer needs are identified, 
then steps are initiated for producing products/services 
to satisfy these needs and then these products/services 
are provided to the final users. 

After providing the products/services to the 
consumers, efforts are made to have their feedback 
so that suitable changes could be brought in the 
products/services. All these activities are performed 
by the business organisation with a view to earn profit 
and it is also ensured that the resources available to 
the organisation are utilized in an optimum manner. 
The process goes on till the existence of the business 
organisation. Besides consumer satisfaction, 
nowadays, business organizations also work on various 
other related issues, such as identifying valuable 
customers, and keep their focus on customer delight. 
They make efforts to build customer loyalty and try to 
maintain good relations with their customers. 
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MARKETING CONCEPTS
The success of any business organization primarily 

depends on marketing because it is among the most 
important functions of the organization. The business 
can succeed only when the required products/services 
are produced and then, these are made available to the 
customers. Marketing activities are performed under 
different marketing concepts, which include Production 
concept, Product concept, Selling concept, Marketing 
concept and Societal concept. 

Production Concept: Many companies believe 
that consumers will demand those products which are 
available at low prices. So, they focus on large scale 
production at low prices. These organizations only 
have a Sales Department whose job is to sell the goods 
produced at the prices to be decided by the production/
finance departments. This type of concept can be used 
when:

zz By increasing production, the organisation can 
get economies of scale and reduce the cost of 
production per unit; and

zz There is more demand for such products in the 
market as compared to its supply, so that, by 
increasing production, the gap between demand 
and supply can be reduced and there would be 
increased sales of the product. 

Product Concept: As per this concept, consumers 
will buy the products which perform well and are 
durable. Companies adopting product concept, must 
focus on developing superior products and these 
products could be bought even at higher prices. 

Selling Concept: Selling concept says that 
consumers themselves do not buy and they must be 
persuaded to make purchases. Even better quality 
products do not result in increased sales. So, these 
companies concentrate on their sales and to survive 
and grow, they make efforts to maximize their sales by 
launching sales promotional programmes. There are 
many such products which need extensive promotional 
efforts for selling. Such products include insurance 
policies, health programmes, electronic products etc. 
The success of production/marketing efforts is reflected 
by sales. But it is also important that post-sales, it should 
also be monitored that the consumers who had bought 
the products derive satisfaction after consuming the 
products. This is very significant because only satisfied 
consumers would like to buy the product again. 

Some companies keep looking for new customers 
instead of keeping track on the satisfaction of the 
existing customers because while selling their products, 
they might also have resorted to certain unfair methods 
to attract new consumers in order to increase their sale. 
In this way, the onus is more on the Sales Department 
of the company adopting the selling concept, as 
compared to the production and product concepts. One 
more thing to be understood is the difference between 
a customer and a consumer. A person who purchases 
a product is a customer but such a purchase may be 
either for its re-selling or for using the product himself. 
On the other hand, a consumer is one who actually 
consumes the product. 

Marketing Concept: In the present era, customer 
is the king. In marketing concept, Companies make 
efforts to first understand needs and desires of the 
consumers and then such products/services are 
designed which can satisfy these needs. Company’s 
other departments such as finance and production 
departments, etc. work together and bring out such 
products which the consumers need. This is done to 
create a large customer base and also ensure long 
term profits. These companies think that a satisfied 
customer may bring in many others and hence generate 
revenues for the company. The fruits of this concept 
could be derived in the long run, but in the short run, 
total sales may not increase or even register a decline, 
leading to decreased earnings for the company. Many 
such companies which intend to make large profits in 
a short period, therefore, may not adopt the marketing 
concept. 

Societal Concept: This concept says that 
companies must recognise/provide the expected 
satisfaction better than its competitors. So, here, the 
marketing concept gets combined with the social 
changes so that the company is able to consider the 
needs of the society as well and its marketing related 
activities become relevant for the whole society. A 
lot is being said these days about the increasing 
social relevance of business houses. Nowadays it is 
believed that companies should consider the needs/
desires of its customers, produce such goods which 
can provide maximum satisfaction to consumers and 
also recognize the well being of the society. All this has 
attracted the attention of business houses primarily 
due to the environmental degradation being caused 
due to the over-exploitation of resources by them. It is 
being increasingly felt that all marketing efforts must be 
accountable to the society. Here, the focus is on doing 
what is good for the whole society. When a company 
makes its future strategies/goals, it also focuses on 
remaining profitable in the long run. Such a concept 
can be adopted by incorporating a balance between 
customer satisfaction, the interests of the society and 
the profitability of the business. Also, such a societal 
concept would enhance the reputation of the company. 
EVOLUTION OF MARKETING

Earlier, there were artisans/craftsmen who were 
primarily engaged in making products which were 
demanded by other people who were living in the same 
vicinity and these products were exchanged with the 
produce of those others in the form of barter system. In 
this way, the concept of marketing got evolved from the 
barter system. Thereafter, marketing started occupying 
the form of a significant economic activity due to 
several other factors, including increase in population, 
Industrial Revolution and better communication/
transport facilities. The industrial revolution enabled 
larger scale production and goods were started to be 
delivered to distant places. The focus was on higher 
production. This also led to more and more producers 
started establishing factories and a situation was 
reached in which all that what was being produced 
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could not be sold. Then, companies started carrying 
out improvements in products. Thereafter, they began 
to think about the needs of consumers and produce 
those things which consumers prefer. So, the marketing 
concept and societal concept emerged on the scene. 

In this way, starting from the 1890s with the 
production concept, marketing function has reached 
a situation in which every company has to consider 
the needs of the customers as well as the society and 
to ensure that its marketing activities are relevant for 
the society also. With economic development taking 
place everywhere, the marketing concept has also 
kept pace with it. In most of the developed countries, 
entrepreneurs are following the marketing concept 
but the situation in developing countries is somewhat 
different. This is because of diverse (heterogeneous) 
types of markets in these countries and all the five 
marketing concepts may be present in such countries.

We know that the needs and desires of consumers 
are changing very fast these days and new/improved 
products are replacing the existing products in the 
market. Among the chief reasons of such changes 
taking place in the needs of people are, the improving 
standard of living of people, life-style changes, etc. 
So, this leads to the continuous emergence of new/
improved goods in the market which can cater to the 
changing needs of the people. Generally, the market 
for every product reaches its but it does not apply to the 
market for every product being sold. There may be very 
little changes in the demands of the people living in the 
rural areas as compared to those living the urban areas 
and metropolitan cities. Similarly, there may be certain 
goods, the demand for which may undergo changes 
very fast as compared to many other products, like, for 
example, cosmetics being used by people belonging 
to the middle and upper classes of the society. In the 
same way, there may be certain products whose supply 
is continuously short and their demand is more than 
supply. With increasing globalization of markets, many 
producers, who aim to attract foreign buyers, prepare 
appropriate product promotion strategies. A very 
significant feature in the evolution of marketing process 
relates to the marketing of services. There is an ever 
increasing market for maintenance of various products 
so that these can work in an uninterrupted manner. 
Here, the reliability of the service plays a big role. 
DIFFERENCE BETWEEN SELLING AND 
MARKETING

Selling and marketing are different. Companies 
focus on short term goals of achieving a big market 
share in selling. They try to maximize profits by using 
aggressive sales methods. Here actual needs of the 
customers are not considered. But, in marketing, the 
focus is on consumer, not on the product. Companies 
make efforts to meet the needs and desires of the 
consumers. They first try to identify the needs of 
consumers before the actual product is produced. 
In selling, the company uses aggressive selling 
techniques to sell its products and try to meet their sales 
targets. But, in marketing, first needs of consumers 

are identified before producing the goods. In this way, 
the focus of selling is on the needs of the seller and 
the focus of marketing is on the needs of consumers. 
Selling concentrates on sales volume and marketing 
concentrates on long-term profits and the emphasis is 
on the product but in marketing, the emphasis is on the 
needs of customers. Selling aims on achieving sales 
targets and marketing aims on having customer’s 
delight. Here, first of all, the product is produced and 
then selling strategies are devised, but in marketing, 
first the needs of consumers are identified and then only 
the product is devised which can meet these needs.
IMPORTANCE OF MARKETING

Marketing greatly helps business enterprises in 
improving the quality of their products in terms of the 
needs/desires of the consumers. In this way, it helps 
building customer loyalty towards the organisation and 
creates its brand value and goodwill. All these help 
the company in ensuring its long run profitability and 
growth. Therefore, marketing has occupied a prominent 
position in present day business activities. Successful 
marketing strategies also ensure achievement of long 
term business goals of the company. Besides the 
business organisation, marketing helps in satisfying 
the needs/desires of the consumers and even country’s 
economy and the society as a whole are positively 
impacted by marketing. In this way, marketing is very 
significant for the company, its customers, the economy 
and the society in which the company operates. There 
are a number of services in which marketing plays a 
leading role. These include investment services, health 
services, banking and so on. The business enterprises 
procure revenue, the consumers get better quality 
goods to satisfy their needs, the economy is benefitted 
by increased employment opportunities, and also 
overall, it can bring about improvement in the standard 
of living of the citizens. 

Some of the areas in which marketing plays a 
significant role can be listed as under:

zz Marketing activi t ies help in generating 
employment opportunities, availability of better 
quality goods and services to the consumers and 
increased income. So, it adds to the economic 
growth of the country.

zz The business enterprise derives its revenue 
from the marketing activities which help it in 
maintaining its profitability as well as survival 
and growth. The products of the company 
are designed to meet the requirements of the 
consumers and this is done by conducting proper 
studies about the needs of the people and then 
these goods are made available to them by 
establishing appropriate distribution system. 

zz Efficient marketing systems also help in providing 
the consumers, good quality products easily 
available at competitive prices. 

zz Marketing ensures the availability of the right 
kind of product, at the right place and at the right 
time to those who need them. In this way, time 
and place utilities are created by these goods/
services. 
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zz Marketing provides attractive employment 
opportunities and also offers an excellent career 
to the deserving personnel. 

MARKETING IN A DEVELOPING ECONOMY
 Major characteristics of marketing in a developing 

economy can be given as under:
zz In a developing economy, there is low per-capita 

income and people spent a large part of income 
on necessities. So, there is very less scope for 
marketing.

zz Manufacturers concentrate on the selling goods 
without caring about needs of consumers. Goods 
are generally in short supply. 

zz In developing economies, there are few marketing 
support services. 

zz Generally people in developing economies 
remain contended with whatever they get. 

zz Competition in market is not much, so, every-
thing produced, is sold. 

CONCEPT OF MARKETING MIX
There are four basic elements of marketing: 

Product, price, promotion and physical distribution. A 
company mixes these four basic elements to produce 
the kind of product for the market. The company gives 
such products in the market which has the required 
qualities. It also decides about pricing, makes efforts 
to promote the product and to establish a suitable 
distribution network for providing goods to the target 
groups easily and timely. These four basic elements 
of marketing are together called as the four Ps of 
marketing mix. 

Product: Product means the goods or services 
which the company offers to the consumers. When 
the company launches a product, it must continuously 
keep a watch on its effectiveness to meet the desires of 
customers and then make appropriate changes in the 
product. It will also help in maintaining the profitability 
of the company in the long run. 

Price: Price is the amount which a customer pays 
to buy the product offered. It is decided after carefully 
considering various factors such as the cost, profit 
margin, sales projections at various price levels, etc. 

Promotion: Customers are informed about 
benefits of purchasing a particular product being 
offered. Promotion motivates customers to buy the 
product. 

Physical distribution: Different distribution 
channels are used by the company with the help of 
which, it makes its products available to customers. 
The distribution channels which the company can use 
for selling include wholesalers and retailers. Besides, 
the products may be sold directly to the consumers 
depending on the resources available to the company, 
satisfaction of the desires of the consumers and also 
the profitability aspects. 

In this way, a suitable blend of the above four Ps 
needs to be decided by the company depending on its 
available resources and its market positioning strategy. 
This marketing mix may be different for different 

companies. In respect of marketing of services, besides 
the above referred four Ps, there are three more Ps, 
making it total seven Ps. The other three Ps are:

zz People (management, customer service etc.), 
zz Process (service delivery process, the ways 

services are created/consumed) and 
zz Physical evidence (tangible evidences for the 

intangible services, like other facilities/comforts). 
The marketers must ensure that the company 

has enough number/type of employees who can make 
available the desired product to the consumers at 
the right time and right place so as to maximize their 
satisfaction. Another theory by Robert F. Lauterborn 
is known as the four Cs of marketing. The four Cs of 
this theory include: Consumer (his needs/desires), 
Communication (interactions with customer), Cost 
(benefits to customers vis a vis the amount he pays) 
and Convenience (buying experiences of consumers). 

CHECK YOUR PROGRESS

Q. 1. Distinguish between production concept 
and product concept.

Ans. It is generally thought that consumers prefer 
the products and services which they can buy easily 
and at lower costs. Many organisations think that 
consumers are not really interested in finer aspects of 
the products and they will demand those products which 
are available at low prices. So, these organizations 
focus on large scale production at low prices and then 
make the goods available to consumers by establishing 
proper distribution network. They follow market 
expansion strategy for their survival. In this process, 
they concentrate on making their production processes 
more efficient and also try to get maximum benefits of 
economies of scale of production. On the other hand, 
the Product concept says that the consumers would 
buy the products which provide attributes such as 
durability, good performance and other similar features. 
The organizations which adopt this concept, must 
give adequate attention towards developing better/
superior products and also continuously keep focus on 
improving the existing products. They also believe that 
when their products provide better quality/performance 
to the consumers, they would buy it despite its higher 
prices. Such organizations remain more focused 
on their products, rather than on the needs of the 
consumers, even in case of launching a new product 
or a new variant of existing product.

Q. 2. Distinguish between selling concept and 
marketing concept.

Ans. Many organizations believe that consumers 
will not buy the products offered by them on their own 
and they need to be persuaded to make purchases. 
Even providing good/better products do not result in 
increased sales. In such cases, the problem does not 
lie in production but the main issue is how to sell the 
produce. Therefore, in order to survive and grow, the 
organisation must make efforts to sell its products 
and they adopt aggressive strategies to increase their 
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