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1.0

LEARNING OBJECTIVES

After going through this unit, learners will be able to:
 explain Market, Marketing, its nature, evolution, function, importance etc.
 explain the core concept of Marketing.
 discuss the Marketing orientation and approaches to the study of Marketing.
1.1

INTRODUCTION

Marketing of goods and services is the essence of economic life in any society. It is
the life-blood of organizations and every organization performs the function of
marketing to satisfy the needs of their stakeholders. Marketing activity is often linked
to the financial success and health of an organization which makes marketing an
important activity for organizations. This unit will throw light on the basic marketing
concepts and will provide a comprehensive understanding of the marketing function.
1.2

MEANING OF MARKET

The term ‘market’ originated from the Latin word “Marcatus” which means “a place
where business is conducted”. In layman’s terms “market” is a physical place where
buyers and sellers gather to buy and sell goods. Economists define market as a
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collection of buyers and sellers who transact over a particular product or product class.
According to Perreault and Mc Carthy, market is defined as a group of potential
customers with similar needs or wants who are willing to exchange something of value
with sellers offering various goods and/ or services to satisfy those needs or wants.
The exchange can be done at some physical location face-to-face or it can be done
indirectly through complex networks that link buyers and sellers. In simple terms, a
market can be represented as follows:

However, as market is a congregation of group of sellers and buyers, market can be
better represented as follows:

Following are the key customer markets: consumer, business, government, global, and
non-profit.
1. Consumer Markets: In this market, the consumers obtain what they need or
want for their personal or family consumption. In this market companies sell
mass consumer goods and services such as toothpaste, soft drinks, and
equipment. Companies give a lot of effort in building a superior brand image.
2. Business Markets: In this market, the industrial or business buyers purchase
products in order to make or resell a product to others at a profit. The products
may include raw materials (crude oil, iron ore, etc.), components (tyres,
microprocessors, etc.), finished products (packaging machine, generators,
etc.), office supplies (paper, pen, etc.), and maintenance and repair items
(lubricating oil, grease, etc.).
3. Government Markets: The central, state, local governing bodies form a large
segment of the buyers and they also are the biggest provider of services to the
people. In a developing country like India railways, post and telegraph,
roadways, etc. are services provided by the Central and State Government.
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4. Global Markets: Several companies are selling goods and services in the
global marketplace to sustain and increase their sales and profit. Globalization,
rapid advances in information technology, and the efforts by WTO have
diminished the regional boundaries thereby making business easier. However,
companies face additional challenges too in serving a global market.
5. Non-profit Markets: Non-profit organizations work for a particular cause and
create awareness among general public towards these causes. Companies
selling goods to no-profit organizations such as charitable organizations and
religious institutions need to price carefully, because these buyers have limited
purchasing power.
This makes it clear that market is not necessarily a place. It is an atmosphere or a
region in which forces of demand and supply interact directly or by means of any kind
of communication that are sufficient to bring about transfer in the title of goods.
Market is, thus, an arrangement providing an opportunity to exchange goods.
1.3

MEANING OF MARKETING

To be a marketer one needs to understand what marketing is. Let us first start by asking
the question: What do you understand by the word ‘marketing’?
While answering this question which one have you thought?
Marketing is selling
or
Marketing is advertisement
If you think of anyone or both, then you are on the right track. Although marketing is
much more than selling and advertising, however, they are essential components of
marketing. The basic idea of marketing is identifying and meeting human and social
needs. If the marketer understands the needs of the consumer and develops products
that satisfy those needs, the products will sell easily.
The American Marketing Association formally defines marketing as “an
organizational function and a set if processes for creating, communicating, and
delivering value to customers and for managing customer relationships in a way that
benefit the organization and its stakeholders”.
Philip Kotler defines marketing as “a social and managerial process by which
individuals and groups obtain what they need and want through creating, offering and
freely exchanging products and services of value with others”.
Marketing has been defined differently by different authors. Following are some of
the definitions:
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1. Marketing in a free economy is the skill of selecting and fulfilling consumer
desires so as to maximize the profitability per unit of capital employed in the
enterprise.
— Professor Glasser
2. Marketing is the process of discovering and translating consumer needs and wants
into products and services, creating demand for these products and services and
then in turn expanding this demand.
— H. L. Hansen
3. Marketing is the business process by which products are matched with markets
and through which transfer of ownership are affected.
— Edward W. Cundiff
4. Marketing is the performance of activities that seek to accomplish an
organization’s objectives by anticipating customer or client needs and directing
the flow of need satisfying goods and services from producer to customer or
client.
— William D. Perreault and E. Jerome McCarthy
From the above definitions it is clear that marketing in essence means identifying the
needs of the consumers and providing the need satisfying products or services to the
customers. This can be reproduced as follows:

1.4

EVOLUTION OF MARKETING

Following Robert Bartels, we may distinguish six different periods in the history of
marketing since its discovery between 1900 and 1910. Prior to 1900, market behaviour
and trade practice were explained mainly from macro-point in economic theory.
The period of discovery is a period in which the early teachers of the subject sought
facts about the distributive trades. In the process of this search, theory was borrowed
mainly from economics; particularly in the fields of distribution, world trade and
commodity markets and the term marketing was selected to describe this particular
activity.
The years between 1910 and 1920 are characterized as a period of conceptualization
and in this era basic concepts on which the structure of marketing thought was built
for the next 40 or 50 years emerged and were crystallized. It was during this period
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that many marketing concepts were initially developed and classified and terms
defined. It was also during this time that three lines of approach to the analysis of
marketing were identified — the institutional, the functional and the commodity
approaches.
The next decade (1920-30) is characterized as a period of integration. The years
between 1920 and 1930 mark the coming of age of the discipline of marketing. During
that decade not only did all the branches of the subject attain a general or integrated
statement but two additional areas of specialization appeared — whole selling and
marketing research.
However, during the 1930s changes in social and economic conditions had a marked
effect moulding the direction of thinking and practice in marketing with the result that
the 1930s and 1940s are described as a period of development. This phase is
characterized as one during which specialized areas of marketing continued to be
developed, hypothetical assumptions were verified and quantified and some new
approaches to the explanation of marketing were undertaken.
The developments of the 30s laid the basis for the next decade —typified as a period
of reappraisal. By 1950 marketing thinking encompassed an impressive array of
content and techniques that was short of concepts and lacked any general theory of
marketing.
It was with these latter issues that we have been concerned in the second half of the
20th century commencing with period of conceptualization (1950-60), the period
during which traditional approaches to the study of marketing were supplemented by
increasing emphasis upon managerial decision-making, the societal aspects of
marketing and quantitative marketing analysis. Many new concepts borrowed from
the field of management were introduced into marketing.
1.5

NATURE OF MARKETING

The marketing process deals with identifying customers need and want and delivering
satisfaction to customers more than their competitors do, by delivering them desired
product. The marketing process revolves around buyers, sellers, product or services,
advertisement, promotion, market and the distribution system and most importantly
customer satisfaction and customer relation.
The natures of marketing are discussed below:
1. Mixture of Art and Science:
The basis of marketing lies in understanding the human behaviour. Marketing begins
with understanding the needs and wants of targeted customer and continues even after
selling the desired product and services to the customer, when satisfaction of the
consumer, post consumption is analysed. All marketing decisions and actions hinges
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upon consumer psychology and consumer behaviour. In other way it is a study of
consumer behaviour towards marketing actions of the firm.
Hence it can be termed as a science of studying consumer psychology and behaviour.
The best firm and the best marketer understands the consumer behaviour the more
successful it will be. This involves art and skill and ability to foresee the future.
Marketing require scientific skill for measuring and analysing the effectiveness and
acceptance of the marketing actions.
Marketing is an art as it requires a lot of skill, creativity to persuade and attract
customers, to develop a product and brand, to design the product, to conceive the
promotional ideas. Thus marketing is the mixture of art and science. Phillip Kotler
says that often marketing has been described as “the art of selling products.”
2. Process of Exchange:
Marketing is based on the concept of exchange that is “act of obtaining a desired object
from someone by offering something in return.” The needs and wants of the customers
are satisfied by the products or services offered by the marker in exchange of price
paid by the customer for the product or services.
3. Management Process:
Marketing is a managerial process where the management functions of planning,
organising, coordinating and controlling are judiciously practiced by the marketer to
accomplish the functions of marketing. Marketing process involves product planning,
pricing decision making, planning of promotional and distribution activities.
All activities related to product development, manufacturing, promotion and
distribution should be well organised and coordinated to make appropriate products
available to customers at right time and at convenient location. Forecasting plays an
important role in identifying marketing opportunities, threats and challenges so that
marketer is prepared beforehand to handle such situation.
4. Dynamic Process:
Identification of consumer’s need and want is the primary function of marketing.
Human needs and wants are influenced by their culture, personality, social class, and
demographic parameters which are dynamic. Apart from this the business
environment comprising of demographic, economic and market conditions are ever
changing. Hence marketing concepts, decisions, functions and activities are dynamic
in nature to deal with the changing circumstances.
5. Basic Function:
According to Peter Drucker, an Austrian-born American management consultant,
educator, and author – “A business has two, and only two, basic functions – marketing
and innovation.” Marketing is the basic function around which all the activities of
production, selling, distribution revolve. The business aims at achieving profit through
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sale of goods or services and the entire process of marketing gives shape and assists
to achieve this objective.
6. Creation of Consumer’s Demand and Consumer:
Consumer’s need is inherent. Marketing converts the needs to want and demand.
Marketing provide different ways of how a consumer’s need can be satiated.
Marketing creates goods and services that best satisfies consumer’s need. Marketing
creates customer, converts the prospective customer to actual customer.
7. Customer Satisfaction:
The principal objective of marketing is achieving sales and profitability through
customer satisfaction. Delivering customer satisfaction is considered as pivotal task of
the management, which will ensure longer sustenance of the firm. All marketing
decisions and actions are directed towards delivering customer satisfaction. A satisfied
customer makes repeat purchase and also tells others about their good experience with
the product. Therefore customer satisfaction is the key to success.
8. Marketing Mix:
The marketing process propel with the integration of 4Ps-product, price, promotion
and place and 4Cs-customer, cost, convenience and communication. The product,
price, promotion and place are controllable marketing tools that form the essential
ingredients of marketing. All the factors combined in appropriate proportion are
addressed to the target market to get best results. All these factors are interrelated and
form the part of marketing decision and strategy.
1.6

SCOPE OF MARKETING

The scope of marketing can be understood by discussing what is marketing, how it
works, what is marketed and who does the marketing.
Peter Drucker, a leading management theorist, puts it this way, there will always, one
can assume, be need for some selling .But the aim of marketing is to make selling
superfluous. The aim of marketing is to know and understand the customer so well
that the product or services fits him and sells itself. Ideally marketing should result in
a customer who is ready to buy. All that should be needed then is to make the product
or service available.
What is marketed?
Marketing people market 10 types of entities; let’s take a quick look at these;
 GOODS: physical goods constitute the bulk of most countries production and
marketing efforts.
 SERVICES: services include the work of airlines, hotels, cars rental firms, barber
and beauticians, maintenance and repair people, and accountants, bankers,
lawyers ,engineers doctors, software programmers, and management consultants.
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EVENTS: marketers promote time-based events, such as major trade shows,
artistic performances, and company anniversaries. Global sporting events such as
the Olympics and the World cup are promoted aggressively to both companies
and fans.
EXPERIENCES: by orchestrating several services and goods, a firm can create,
stage and market experiences. Veega land, Black Thunder etc represents this kind
of experiential marketing.
PERSONS: celebrity marketing is a major business, Artists, Musicians, CEOs,
physicians, high- profile lawyers and financiers, and other professionals all get
help from celebrity marketers.
PLACES: cities, states, regions, and whole nations compete actively to attract
tourists, factories, company headquarters, and new residents. Place marketers
include economic development specialists, real estate agents, commercial banks,
local business associations, and advertising and public relations agencies.
PROPERTIES: properties are intangible rights of ownership of either real
property (real estate) or financial property (stocks and bonds). Properties are
bought and sold, and these exchanges require marketing.
ORGANIZATIONS: organizations actively work to build a strong, favourable,
and unique image in the minds of their target publics.
INFORMATION: information is essentially what books, schools, and
universities produce, market, and distribute at a price to parents, students, and
communities.
IDEAS: Every market offering includes a basic idea. Social marketers are busy
promoting such ideas as “Friends Don’t Let Friends Drive Drunk” and “A Mind
Is a Terrible Thing to Waste.”

Who markets?
MARKETERS AND PROSPECTS
A marketer is someone who seeks a response- attention, a purchase, a vote, a donation
–from another party, called the prospect. If two parties are seeking to sell something
to each other, we call them both marketers.
1.7

THE EXCHANGE PROCESS

Exchange, which is the core concept of marketing, involves obtaining a desired
product from someone by offering something in return. For exchange potential to
exist, five conditions must be met:
1. There are at least two parties.
2. Each party has something that might be of value to the other party.
3. Each party is capable of communication and delivery.
4. Each party is free to accept or reject the exchange offer.
5. Each part believes it is appropriate or desirable to deal with the other party.
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Actual exchange depends upon whether the two parties can agree on terms that will
leave them both better off than before. Exchange is, therefore, a value creating process.
Exchange, rather than an event, is a process. Parties are said to be involved in exchange
if they negotiate – they try to arrive at a mutually agreeable term. When this agreement
is reached, we say that a transaction takes place. A transaction is a trade of values
between two or more parties.
For example: Ravi sells Kishan a mobile handset and Kishan pays Rs. 10,000/- to
Ravi. This is a classic monetary transaction. There can be barter transactions also
which involves trading goods or services for other goods or services.
A transaction involves several dimensions: at least two things of value, agreed upon
conditions, a time of agreement, and a place of agreement.
1.8

CORE CONCEPTS OF MARKETING

A core set of concepts forms the base for understanding the foundation of marketing
management and developing holistic marketing orientation. As a basic step, marketers
need to understand: customer needs and wants; market offerings; value and
satisfaction; and exchanges and relationships.
1. Customer Needs, Wants and Demands
The basic underlying concept of all marketing activities is human needs. Needs are the
basic human requirements and are states of felt deprivation. People need food, air,
water, clothing and shelter to survive. Apart from these basic needs, people also have
strong needs for education, entertainment and recreation. These needs become wants
when they are directed to specific objects that might satisfy the need. For example, a
consumer in India needs food but may want rice, lentils and vegetables. On the other
hand, a consumer in Italy needs food but may want a pizza. Wants are thus, shaped by
our society. Marketing activities are directed to satisfy the human needs and wants.
Demands are wants for specific products backed by an ability to pay. Many people
want a BMW for a car; only few are willing and able to buy one. Marketers must
measure not only how many people want their product, but also how many would be
willing and able to buy the product.
2. Product or Market Offerings
Companies or marketers address the needs of people by putting forth a product. People
satisfy their needs and wants with products or offerings. The offering is also called
value proposition which means a set of benefits that they offer to customers to satisfy
their needs. The intangible value proposition is made tangible by the offering. The
basic types of offerings are goods, services, experiences, events, and information.
The term brand signifies an offering from a known source. A brand name such as KFC
carries many associations in people’s mind that make up the brand image. All
companies strive to create a strong brand image in the minds of the consumer.
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3. Customer Value and Satisfaction
The product or offering will be successful if it delivers value and satisfaction to the
customer. Value reflects the sum of the perceived tangible and intangible benefits and
costs to the customers. The buyer chooses between different offerings on the basis of
his/her perception of value. Value is, therefore, the ratio between what the customer
gets and what he gives. Value is a central marketing concept and primarily is a
combination of quality, service and price, also called the “customer value triad”.

Satisfaction reflects a person’s judgements of perceived performance of a product in
relationship to expectations. If the performance matches the expectations, the
customer is satisfied. If the performance falls short of expectations, the customer is
dissatisfied. And when performance exceeds expectations, the customer is delighted.
4. Marketing Channels
Marketing channel refers to the path taken by the marketers to reach the target market.
The marketer uses three kinds of marketing channels to reach the target market:
communication channels, distribution channels and service channels. Communication
channels deliver and receive messages from the target buyers. Examples of
communication channels include newspapers, magazines, radio, television, internet,
billboards, posters, fliers, etc. Distribution channels are used by marketers to display,
sell or deliver the product or service to the customer. These include distributors,
wholesalers, agents and retailers. The marketer also uses service channels to carry out
transactions with potential customers. Service channels include warehouses, banks,
insurance companies, transportation companies, etc. which facilitate the transaction.
5. Supply Chain
Supply chain is the channel starting from raw materials to components to the final
product that is delivered to the customer. Each company captures only a certain
percentage of the total value generated by the supply chain.
6. Competition
Competition includes all the actual and potential rival offerings and substitutes a buyer
might consider. Competition is increasing as several marketers are trying to increase
the value of their offerings to the customers.
7. Marketing Environment
The marketing environment includes task environment and broad environment. Task
environment includes the factors engaged in producing, distributing and promoting the
offering. The broad environment consists of six components: demographic
environment, economic environment, physical environment, technological
environment, political-legal environment, and social-cultural environment. Marketers
10

must pay close attention to the trends and developments in these environments and
make necessary adjustments in their marketing strategies.
1.9

IMPORTANCE OF MARKETING

Marketing plays a very important role not just for the organization but for the society
as well. The following points emphasize the importance of marketing:
1. It enables firms to earn more profits- which is the primary interest of business
organizations.
2. It acts as a basis for making decisions with respect to what firms offer in the
market.
3. It acts as a source and channel of new ideas. Marketing helps gauge the
changing needs of the consumers and accordingly craft new products and
services.
4. It acts as an instrument to lift up the standard of living by ensuring a steady
supply of goods and services in the economy. Although it is not the sole
economic determinant of standard of living, however, marketing is a means
through which production and purchasing power are converted into
consumption.
5. Marketing, via its several activities and functions, provides gainful
employment opportunities to millions of people. Each marketing function is
performed by different individuals or agencies thereby providing significant
employment opportunities.
6. Marketing is the strong bridge between producers and consumers and forms a
connecting link between the two wheels of the economic machinery of a
nation. Marketing, by understanding what consumers want, maintains the
stability of the economy.
1.10

FUNCTIONS OF MARKETING

Marketing is linked with the exchange of goods and offerings. It is through the medium
of marketing that goods and services are brought to the consumers, which then satisfies
the needs and desires of consumers.
However, marketing is not a simple activity of exchange. This exchange of goods and
services consists of several activities. From the view point of management, following
are the functions of marketing:
1. Gathering and analyzing market information: One of the important
functions of marketer is to gather and analyze market information to identify
the needs of the customers and take various decisions for the successful
marketing of the products and services. Market information not only provides
the needs and desired of the customers but also helps the organization in
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determining its strengths and weaknesses and analyzing the opportunities and
threats in the environment.
2. Marketing planning: Another important activity or area of work of a marketer
is to develop marketing plans. This is necessary to achieve the marketing
objectives of the organization.
3. Product designing and development: Another important function of
marketing is product design and development. The design of the product makes
it attractive, determines its performance and may become a source of
competitive advantage. Sufficient time must be given in planning the design
of the product.
4. Standardization and grading: Standardization refers to producing goods of
predetermined specification and grading is the process of classification of
products into different groups on the basis of certain important characteristics.
Standardization is an important marketing function as it ensures that goods
conform to predetermined standards of quality or price or packaging and
grading ensures that goods belong to a particular quality and helps in realizing
higher prices for higher quality products.
5. Packaging and labelling: Packaging and labelling has assumed significant
importance in marketing. Packaging not only serves as protective tool but also
serves as a promotional tool. Buyers most often judge the quality of the product
from packaging and labelling.
6. Branding: Marketer of the products must also decide whether to market the
product under the generic name or under a brand name. The brand name helps
to distinguish the product from its competitors and helps in creating product
differentiations.
7. Customer support services: A very important function of marketing is
customer support services such as after sales service, technical services,
customer grievance handling, maintenance services, and customer
information. These services help develop brand loyalty and also prove
effective in bringing repeat sales.
8. Pricing of product: Price is an important factor which affects the sales of the
product. The marketers need to properly analyze the factors while determining
the price of a product.
9. Promotion: Promotion of products and services involves informing the
customers about the firm’s product and persuading them to buy the product. A
marketing manager has to take several crucial decisions regarding promotion
mix, promotion budget and so on.
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10. Physical distribution: Managing the distribution of the products is another
important decision criterion for marketing managers. Mainly, two major
decisions need to be taken: (a) decision regarding channel of distribution and
(b) physical movement of the product from where it is produced to the place
where it is consumed.
11. Transportation: As the producers and consumers are geographically
separated it is necessary to move the products from one place to another.
Organizations must analyze the transportation needs and take decisions with
respect to mode of transportation, cost of transportation and other such related
issues.
12. Storage or warehousing: In order to maintain smooth flow of product in the
market, there is a need for proper storage of the products. Moreover, storage is
also required to meet the demands of the customers in the market and therefore,
it is an important function of marketing. The function of storage however, may
be performed by different agencies such as the manufacturers, wholesalers, and
retailers.
1.11

MARKETING ORIENTATIONS

Companies have to put in a lot of effort to market their products. The company needs
to clarify the concepts which they apply while selecting a market. It is important for
the company to understand, what philosophy should guide a company’s marketing
efforts? There are basically five different orientations which a company takes towards
the marketplace.
1. The Production Concept
The production concept is one of the oldest concepts and the crux of the concept is
based on the premise that, if the product is really good and the price is reasonable there
is no need for marketing effort. Organizations operating under a production oriented
concept focus on achieving high production efficiency, low costs, and mass
distribution.

2. The Product Concept
The product concept lays emphasis on the fact that consumers favour only those
products which offer the highest quality, performance and innovative features.
Managers in these organizations focus on making superior products and improving
13

them over time. However, managers must understand that an improved product may
not necessarily be successful unless it is priced, distributed, marketed, and sold
properly

3. The Selling Concept
The selling concept holds that merely making available the best product is not enough
as consumers, if left alone, won’t buy enough of the organization’s product. The
organization, therefore, must undertake aggressive selling and promotion effort. The
essence of the selling concept is “goods are not bought but sold”. The selling concept
is practiced most aggressively with unsought goods like insurance. Many companies
also practice the selling concept when they have overcapacity. However, hard selling
may have its own risks as customers may not like the product and may bad mouth the
company later on.

4. The Marketing Concept
The marketing concept emerged in the 1950s, and points out that the fundamental task
of an organization is to study and understand the needs, wants and desires of potential
consumers and to produce goods in the light of these findings. Thus, from the “makeand-sell” philosophy business organizations shifted to “sense-and-respond”
philosophy. The marketing concept holds that the key to achieving organizational
goals is being more effective than competitors in creating, delivering, and
communicating superior customer value to your chosen target market.

14

5. The Holistic Marketing concept
Organizations, over a period of time, have realized that the forces and trends are
dynamic and there no single best way of approaching problems. Today’s best
marketers recognize the need to have a more complete, comprehensive and cohesive
approach that goes beyond the traditional marketing concepts. Holistic marketing
concept is based on development, design, and implementation of marketing programs,
processes and activities. “Everything matters” in holistic marketing and a broad and
integrated outlook is required to market goods and services.

1.12

APPROACHES TO THE STUDY OF MARKETING

There are four different approaches to the study of marketing. These approaches
explain clearly the mechanism and concept of marketing. These approaches are
Commodity Approach, Institutional Approach, Functional Approach and Decision
Making Approach.
(1) Commodity Approach or Product Approach:
This approach refers to the study of a product in detail. The marketing situation of
each product chosen for study is examined from such viewpoints as sources and
conditions of supply, producer marketing organisations, policies, different middlemen
(wholesaler’s 6f retailers etc.) who take part in distributing the product.
Problems with regard to a particular product are studied in detail under this approach.
Products of any nature e.g. agricultural products wheat, rice, maize, etc., industrial
products like machine tools, lathe-machines, generators, oil engines, etc., and any
other products can be covered under this study. In practice, this approach tends to be
repetitive and time consuming.
(2) Institutional Approach:
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This approach relates to various marketing institutions viz., whole sellers, retailers
etc., engaged in marketing. In applying this approach, a thorough study with regard to
a particular middleman is undertaken. For example, in retailing, nature and
significance of retailing in terms of functions and services performed and rendered by
retail institutions like departmental stores, multiple shops, mail order houses etc.
Besides wholesalers and retailers, other marketing institutions can be stock exchanges,
produce exchanges, banks, regulated markets, etc. In short, it can be said that this
approach is applicable on various types of marketing intermediaries.
(3) Functional Approach:
As the very name suggests this approach comprises of the study of various activities
or functions performed in the process of marketing of goods and services. It analyses
each function in relation to the importance of its performance.
Various marketing functions are buying, selling, financing, transportation, banking,
risk bearing, market information etc. By analysing and studying every function in
detail and problems confronted in the performance of each function, it is possible to
understand marketing properly.
(4) The Decision Making Approach:
This approach is of vital importance from the viewpoint of marketing management.
Various decisions are taken at every level of management. In successful marketing,
decision making occupies an important place. The marketing manager should be very
expert and competent in his job so that he takes proper decisions for marketing the
goods and services.
1.13

KEY TERMS

 Holistic Approach : to provide support that looks at the whole person, not just
their mental health needs.
 Orientation : the adjustment or alignment of oneself or one's ideas to surroundings
or circumstances.
 Dynamic : characterized by constant change, activity, or progress.
 Fliers : a printed sheet containing information or advertising that is given to many
people.
 Globalisation : This increase in global interactions has caused a growth in
international trade and the exchange of ideas, beliefs, and culture.
 Labelling : A label contains information about a product on its container,
packaging, or the product itself.
1.14


LET US SUM UP
The term ‘market’ means “a place where business is conducted”. There are five
types of markets: consumer, business, government, global, and non-profit.
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1.15

Marketing is about identifying and meeting human and social needs.
Exchange involves obtaining a desired product from someone by offering
something in return.
Transaction is the deal that takes place between the parties of the exchange, that
is, the buyer and the seller.
A need is a desire or wish that can be physiological, psychological, security,
esteem, and actualization.
Needs become wants when they are directed to specific objects that might satisfy
the needs.
Demand is a situation where the person is willing to buy a product and has the
ability to pay for it.
Companies satisfy needs by putting forth offerings which stands for a product or
a service.
Value reflects the sum of the perceived tangible and intangible benefits and costs
to the customers.
Satisfaction reflects a person’s judgements of perceived performance of a product
in relationship to expectations.
Marketing channel refers to the path taken by the marketers to reach the target
market.
Supply chain is the channel starting from raw materials to components to the final
product that is delivered to the customer.
MODEL QUESTION

1. Define the terms ‘market’ and ‘marketing’.
2. Explain the modern concept of marketing.
3. What is the importance of marketing?
4. “Marketing is the process of directing the flow of goods and services from
producers to consumers”. Elaborate.
5. What are the functions of marketing?
6. Explain the various waves of thoughts in marketing management.
7. Explain the basic concepts of marketing.
8. Differentiate between selling orientation and marketing orientation.
9. What is the purpose of marketing as per traditional concept?
10. Explain the holistic marketing concept.
11. “All organizations need marketing”. Do you agree with this statement? If so, give
reasons in support of your answer along with relevant examples from business
and non-business sectors.
1.16

FURTHER READINGS

1. Philip Kotler, Kevin Lane Keller, Abraham Koshy, and Mithileshwar Jha (2007),
“Marketing Management”, Pearson Education
17

2. Saxena Rajan (2007), Marketing Management 3rd Edition, Tata McGraw Hill
Publication.
3. .https://www.yourarticlelibrary.com/marketing/approaches-to-the-study-ofmarketing-4-approaches/25846
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2.0

LEARNING OBJECTIVES

After going through this unit, you will be able to:
 explain the need for Environmental Scanning
 explain the company’s Micro and Macro Environment
 discuss the techniques of Environment Scanning
2.1

INTRODUCTION

In the earlier unit we got a fair idea about marketing. Developing and implementing
marketing plan requires a number of decisions and to make informed decisions
companies must possess comprehensive and up-to-date information. Successful
marketers understand the dynamic nature of the marketing environment and
understand the importance of continuously monitoring and adapting to the
environment. Thus, management of marketing activities rests squarely on the
knowledge of the marketing environment.
In this unit we are going to discuss the components of an organizations macro and
micro environment and learn the different techniques of environmental scanning.
2.2

ENVIRONMENTAL SCANNING

A host of environmental forces influence a company’s marketing system. According
to Philip Kotler, “A company’s marketing environment consists of the internal factors
and forces, which affect the company’s ability to develop and maintain successful
transactions and relationships with the company’s target customers.” The marketing
environment thus, represents the actors and forces that affect a firm’s ability to create
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and preserve relations with its customers. The marketing environment can be divided
into:
• Micro-environment
• Macro-environment

Some of these environmental factors are controllable while some are not. Environment
plays a crucial role in marketing and securing the right fit between the environment
and the firm is the heart of marketing. The firm must know where the environment is
heading, what the significant marketplace changes are, and what should be the
response to these changes. It is the responsibility of the marketing manager to observe
these 23 minute changes to tackle these issues. Examining the marketing environment
and monitoring the changes in such an environment can be done through both
environmental scanning and environmental analysis.
Environmental scanning is the process of gathering data about various components of
the marketing environment. Scanning depends on several sources of data whether
secondary (e.g., business publications) or primary (e.g., personal observation).
Environmental analysis is the process of assessing and interpreting the data gathered
through environmental scanning. The marketing manager must assess the data
collected in terms of accuracy, credibility, relevance, and comprehensiveness.
The following sections discuss about the micro-environment and the macroenvironment. The last section of the unit will touch upon the techniques of
environment scanning.
2.3

MICRO ENVIRONMENT

Micro-environment consists of the forces close to the company that affect its ability to
serve its customers. The elements of the microenvironment include participants that
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perform crucial business activities. The marketing micro-environment includes:
company, suppliers, intermediaries, customers, competitors, and public.
These micro-environment entities are described below:
a) Company: The first entity of the micro-environment is the company itself.
Marketing, although very essential, is only one functional activity of an
organization. Marketers must work with people in the organization who are
involved in performing non-marketing tasks and activities. For example, a
large manufacturing organization has departments namely; manufacturing,
engineering, purchasing, personnel, accounting and finance are all part of the
internal environment of the company. All these functional areas of the
organization and the people who perform them have an impact on marketing
activity. For example, marketers work within the framework of the corporate
mission set by the top managers of the 24 organization. Thus, the company as
a whole has an impact on the marketing activity.
b) Suppliers: These are the people who provide the resources to produce the
necessary goods and services. They form an important part in the entire value
delivery system of the organization. Policies of the organization have an
impact on the suppliers and, similarly the policies of the suppliers have an
impact on the organization and the entire value delivery system. It therefore,
important for the marketers to build and develop cordial relationships with the
suppliers.
c) Intermediaries: These are the people who help the company to promote, sell,
and distribute its goods to final buyers. These include people who assist the
flow of products from the producers to the consumers; and they typically
include wholesalers, retailers, agents, etc. It is important for companies to
select an effective chain of marketing intermediaries, so as to make the goods
reach the market in time. The marketing intermediaries give necessary
information about the market to the manufacturer and are also responsible for
giving product information to the customers. If a company does not satisfy
these intermediaries, they neglect its products and may even push the
competitor’s product.
d) Customers: The main of production is to meet the needs and wants of the
consumers. Hence, the consumers are the focal point of all the marketing
activities. The needs and wants of the consumer must be taken into account
before taking any important decision. Managers should also take into account
the changing needs and demands of the consumers. Ultimately, a company’s
marketing strategy is influenced by its target consumer.
e) Competitors: Competitors include organizations who serve a target market
with similar products and services against which a company must gain
strategic advantage. A cautious marketing manager has to be in constant touch
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regarding the information related to the competitor’s strategies. Marketers
must identify the strategies of the competitors, build plans to overtake them in
the market and attract the competitor’s consumer towards his own products.
f) Public: Public may be defined as any group that perceives itself to have an
interest in a company’s ability to achieve its objectives. A company’s
obligation is not only to meet the demands of the consumer but also to maintain
a good public relation. A positive interaction with the public increases the
company’s goodwill and, therefore, all most all companies maintain a public
relations department now-a-days.
2.4

MACRO-ENVIRONMENT

Macro-environment consists of the broad and larger societal forces that affect the
whole micro-environment. These broad societal factors shape the activities of every
marketer. The macro-environment consists of: demographic forces, economic forces,
natural forces, technological knowledge, political factors and cultural forces.
The macro-environment entities are described below:
a) Demographic forces: Demography is defined as the statistical study of human
population and its distribution. This is one of the most influencing factors in
the marketing macro-environment as it deals with the people who form the
market. Marketers have keen interest in the size and rate of growth of
population in cities and nations; educational levels; household patterns; age
distribution; and regional characteristics. Companies should study the
population, its distribution, age composition, etc. before deciding the
marketing strategies. Apart from population, marketers also take a keen
interest in the ethnic and racial makeup, educational groups, and household
patterns. Ethnic groups have certain specific wants and buying habits. Several
food and clothing cocmpanies have directed their products and promotions
targeting these ethnic groups. Similarly, presence or absence of educated
groups determines the demand for quality books, magazines, and a high supply
of skills as well. The household patterns also have a tremendous impact on the
marketers. For example, joint families in India require larger space, more
furniture and more food. On the other hand, nuclear families need lesser space,
furniture and food. There is also a growing trend of single-parent families,
childless couples, empty-nesters. Marketers must increasingly consider the
special needs of these non-traditional households, because they are now
growing more rapidly than the traditional households.
b) Economic forces: Economic forces affect the consumer purchasing power and
spending patterns. A company can successfully sell its products only when
people have enough money to spend. For example, at the time of inflation, the
value of money comes down. In such a situation, it is difficult for people to
purchase more products. Similarly, income of the consumers also determines
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the purchasing power. For example, in a situation where both husband and wife
work, their purchasing power will be more. Hence, companies may sell their
products quite easily. Marketers must pay careful attention to trends affecting
purchasing power because they can have a strong impact on business.
Marketers also need to study the income distribution in countries. Nations vary
to a great extent in level and distribution of income. There are four types of
industrial structures: subsistence economies (few opportunities for marketers);
raw-material exporting economies (with good markets for equipment, tools,
and luxury goods for rich); industrializing economies (where new rich class
and a growing middle class demand new types of goods); and industrial
economies (which are rich markets for all sorts of goods). Marketers need to
pay attention to this shifting income distribution in countries around the world,
particularly in countries where the affluence levels are rising.
c) Natural forces: A company has to adopt its policies within the limits set by
nature. A man can improve the nature but cannot find an alternative for it.
Nature offers resources, but in a limited manner. A product manager utilizes it
efficiently. Companies must find the best combination of production for the
sake of efficient utilization of the available resources. Otherwise, they may
face acute shortage of resources. For example, petroleum products, power,
water, etc. Moreover, deterioration of the natural environment is a cause of
major concern. In many cities across the world, pollution has reached
dangerous levels and there is a great concern about the “greenhouse gases” and
the depletion of the ozone layer. Everyday new regulations are formulated to
control this unprecedented damage caused to the environment. Marketers need
to be aware of the threats and opportunities associated with these shifts in the
natural environment.
d) Technological forces: Technological environment consists of the forces that
create new technologies which ultimately leads to creation of new products
and market opportunities. Technology is one of the most dramatic forces
people shaping people’s lives. Every new invention builds a new market and a
new group of customers. It has also been observed that new technologies create
new wants, destroy old industries and may have several long-run
consequences. Cell phones and internet are examples of such technology
which have made it possible to connect to people anywhere and anytime but,
they have reduced face-to-face social interaction and the importance of
traditional media. In fact, economy’s growth rate is affected by how many
major new technologies are discovered.
Technological progress offers unlimited opportunity to marketers to innovate
their products. Scientists today are working on a range of new technologies
that will revolutionize products and production processes. Companies are also
forming consortiums to fund research so that everyone can benefit from the
23

fining. It is important for marketers to identify the technological changes, the
pace at which these changes are taking place, and the opportunities that are
created due to technological change.
e) Political-social forces: The political and legal environment consists of
governmental agencies, laws, and pressure groups that influence and limit
various business organizations. Due to ever-increasing globalization,
companies are affected by the political forces of not 30 only their own
countries but other countries as well with which they have trading relations.
Legislation affecting business has increased around the world and this is true
in case of our country also. India, like other countries, has many laws covering
fair trade practices, environmental protection, product safety, etc. New laws
and their enforcement will continue to increase. Business executives must
watch these developments when planning their marketing programs. It is
important to understand that written rules and regulation may not be able to
curb potential marketing malpractices. Beyond these written laws and
regulations, business is also governed by social codes. Therefore, enlightened
companies encourage their managers to look beyond what the regulatory
system allows. Companies are trying to build more positive images of them by
exercising social responsibility. Every product these days is tied to some caus.
Buy an ITC Classmate notebook and donate Re. 1 for children education. For
every CRY card you buy, CRY donates money for protection of children’s
rights. Thus, in essence marketing transactions have moved into the public
domain.
f) Cultural forces: The cultural environment is made up of institutions and
bodies that affect a society’s basic values, perceptions, preferences, and
behaviours. A society is a combination of various groups with different
cultures and subcultures. Each society has a distinct form of behaviour and
managers must study the society in which the organization operates. The
lifestyle, values, beliefs are shaped by one’s culture. For example, in India, we
have different cultural groups such as Assamese, Kashmiri, and Bihari to name
a few. Each of these cultural groups has distinct tastes, preferences and beliefs.
The marketing manager must take a note of these differences before
formulating the product and the marketing program.
It is also important for marketers to understand that although core values and
beliefs are fairly consistent but cultural shifts do take place. However, these
shifts are very slow. Marketers must track the changes or shifts in the cultural
values on a regular basis to identify and explore marketing opportunities.
2.5

DIFFERENCE BETWEEN MICRO AND MACRO ENVIRONMENT

We have seen in details the various factors that make up both the micro-environment
and the macro-environment. Although both micro and macro-environment forms the
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total marketing environment for organizations, there are certain differences between
both these environments. The table below describes the difference between the microenvironment and the macro-environment:

2.6

TECHNIQUES OF ENVIRONMENTAL SCANNING

A company’s marketing system must operate within the context of the environmental
forces. It is important for marketers to continuously scan their environment in order to
identify any changes and adapt to them. The following section discusses the various
techniques of environment scanning that can be used by managers to scan their internal
and external environment.
a) Internal Records and Marketing Intelligence: Marketers rely on internal
information generated by the company itself in the form of reports of orders, sales,
prices, costs, inventory levels and so on. This information can be analyzed by
marketing managers to identify opportunities and problems.
i.
The order-to-payment cycle: One of the important records for marketing
companies is the order-to-payment cycle. Sales representatives, dealers and
customers send orders to the company. The sales department in turn
prepares the invoice and process the order. In today’s world companies
need to process orders quickly and accurately because customers prefer
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organizations which can deliver on time. Companies have resorted to using
internet and extranets to improve their systems. By doing this they are not
only delivering on time but also saving cost.
ii.

Sales information systems: Marketing managers also used reports on
current sales. Companies use sales and inventory data that captures data on
every item that they sale. Marketers must carefully analyze and interpret
the sales data so as to draw correct marketing conclusions.

iii.

Databases, data warehousing, and data mining: Companies now-a-days
organize their information into databases and they combine information
from various databases. This helps the companies to categorize the wide
array of customers and offer their product offerings. Companies also
warehouse these data and make them available to decision makers.
Analysts analyze these data to garner fresh insights into customer trends
and segments.

iv.

The marketing intelligence system: Marketing intelligence system is a
set of procedures and sources managers use to obtain everyday information
about developments in the marketing environment. Marketers collect
marketing intelligence from newspapers, trade publications, interaction
with customers, etc. a company can take several other steps to improve its
quality of marketing intelligence.
 The company must train and motivate the sales force to spot and
report new developments.
 Companies may hire specialists to gather marketing intelligence.
Service providers and retailers often send mystery shoppers to the
stores to assess the standards of service.
 Companies also resort to external networking to obtain marketing
information. Companies can purchase competitor’s products, attend
trade shows, talk to employees, dealers, and distributors. These form
an important way of gathering information about the marketing
environment.
 Companies can also set up a customer advisory panel and the
members might include representative customers or the company’s
largest customers or its most outspoken customers.
 Companies can also take advantage of government data sources to
determine the changing trends and demographics. Census data
provides a lot of relevant information to companies in this regard.
 Companies can also purchase information from outside suppliers.
These research firms gather consumer-panel data and supply it to the
firms.
 Several companies now-a-days are using online customer feedback
systems to collect competitive intelligence. Online customer review
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boards, discussion forums, and blogs generate a lot of information
about both the product and the firm.
b) Needs and trends: A trend is a direction or sequence of events that has some
momentum and durability. Trends are predictable and it reveals the shape of the
future and indicates the opportunities. Megatrends have been described as “large
social, economic, political, and technological changes that are slow to firm, and
once in place, they influence us for sometime”. Successful marketers manage to
create new solutions to satisfy the unmet needs of the customers. They identify
the trends or the megatrends and incorporate the needs into their offerings, thus,
tapping the market.
c) SWOT analysis: SWOT analysis is a way to monitor the external and the internal
marketing environment. SWOT analysis is the overall evaluation of a firm’s
strengths, weaknesses, opportunities, and threats (SWOT). A firm must monitor
key macro-environment forces (demographic, economic, natural, technological,
political, and cultural) and significant micro-environment factors (customers,
public, intermediaries, suppliers, competitors) which affect its profitability.
One of the major purposes of environment scanning is to identify the opportunities
and threats in the external environment. A marketing opportunity is an area of
buyer need and interest in which there is a high probability that a company can
profitably satisfy that need. On the other hand, an environmental threat is a
challenge posed by an unfavorable trend or development that would lead to lower
sales or profit in the absence of defensive marketing action. Apart from the
strengths and weaknesses each business needs to evaluate its internal strengths and
weaknesses. Thus, the aim of SWOT analysis is to identify the key micro and
macro environmental factors that are important to achieving the objectives of the
organization. This identification forms the cornerstone of business policy
formulation.
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d) PEST analysis: PEST analysis is a scan of the external macro environment in
which the firm operates. It can be expressed in terms of the following factors:
Political, Economic, Social, and Technological (PEST) and is used to describe a
framework for the analysis of these factors.
Political factors include government regulations and legal issues and define both
formal and informal rules under which the firm must operate. Some examples are:
environmental regulations, taxation policies, employment laws, etc. Economic
factors include the purchasing power of the buyers and also the firm’s cost of
capital. Some economic factors are: interest rates, exchange rates, inflation rates,
etc. Social factors include the demographic and cultural aspects of the larger
macro-environment which affect the customer needs. Some social factors include:
age distribution, population growth rate, health consciousness, etc. The
technological factors deal with advances in technology which may have a
substantial impact on cost and production, and influence outsourcing decisions.
Some technological factors are: R&D activity, automation, technology incentives,
etc. PEST analysis is useful because it helps spot business opportunities that may
exist in the larger environmental context. PEST analysis also reveals the direction
of change within the macro-environment, thereby helping companies identify
trends and work with change. It helps in developing an objective view of business
environment rather than working on assumptions. PEST analysis is often
associated with SWOT analysis; however, both the tools have different areas of
focus. PEST analysis looks at the bigger picture, whereas SWOT analysis focuses
on specific product-lines.
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e) Porter’s five forces model: Porter’s five forces model is a tool for industry
analysis. An industry is a group of companies producing similar products. It is
important to examine the important stakeholders’ in a particular industry as they
form an important part of the environment. A firm is most concerned with
competition. In scanning the environment, firms must determine the level and
intensity of competition in the industry. This analysis is done using Porter’s five
forces model. Five forces analysis assumes that there are five forces that
determine competitive power in a business situation. These five forces are:
Supplier power: This is an assessment of how easy it is for suppliers to drive up
prices. This is again influenced by the number of suppliers, uniqueness of the
product, and cost of switching from one to another and so on. The fewer the
supplier choices of the firm, more is the power of the suppliers.
Buyer power: This is an evaluation of how easy it is for buyers to drive prices
down. This in turn is driven by the number of buyers, cost of them switching from
the current product to a different product, and so on.
Competitive rivalry: This assesses the number and capability of the competitors
of the firm. What is important here is the number and capability of your
competitors, and their offerings. If the firm is producing something unique that
cannot be duplicated easily, then it has tremendous strength.
Threat of substitution: Availability of alternative products outside the realm of
the common product boundaries increases the propensity of customers to switch
to these alternatives. Some of the factors that determine the threat of substitution
are: relative performance of the substitute, buyer switching costs, relative price
performance of substitute, and so on.
Threat of new entry: Profitable markets that give high returns attract a lot of new
firms. This results in many new entrants, which eventually decreases the
profitability of all the firms. Some of the factors that determine the threat of new
entrants are: capital requirements, government regulations, existence of barriers
to entry (patents, rights, etc.), and so on.
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2.7

KEY WORDS

 Ethnic group: a community or population made up of people who share a common
cultural background or descent.
 Inflation: a general increase in prices and fall in the purchasing value of money.
 Efficient: (of a system or machine) achieving maximum productivity with
minimum wasted effort or expense.
 Utilisation: the action of making practical and effective use of something.
 Perception: the way in which something is regarded, understood, or interpreted.
 Strategies: a plan of action designed to achieve a long-term or overall aim.
 Utility: the state of being useful, profitable, or beneficial.
2.8

LET US SUM UP

In this unit we have discussed the following:
 Environmental factors influences in Company’s marketing system.
 Examining the marketing environment and monitoring the changes in such an
environment can be done through both environmental scanning and
environmental analysis.
 Environmental scanning is the process of gathering data about various
components of the marketing environment. The marketing environment can be
segmented into micro and macro environment.
 The marketing micro-environment includes: company, suppliers,
intermediaries, customers, competitors, and public.
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2.9

The macro-environment consists of: demographic forces, economic forces,
natural forces, technological knowledge, political factors and cultural forces.
various techniques of environment scanning are:
 Internal Records and Marketing Intelligence
 Needs and trends
 SWOT analysis
 PEST analysis
 Porter’s five forces model
MODEL QUESTIONS

1. Define the term marketing environment. What is the importance of marketing
environment for organizations?
2. What is micro-environment and macro-environment? Distinguish between the
two.
3. What is environmental scanning? Why is environmental scanning important for
marketers?
4. Explain in brief the techniques of environmental scanning.
5. Explain the different micro-environmental forces.
6. Explain the macro-environmental factors.
7. Explain SWOT analysis.
8. Describe PEST analysis. What is the difference between PEST and SWOT
analysis?
2.10

FURTHER READINGS

1. Philip Kotler, Kevin Lane Keller, Abraham Koshy, and Mithileshwar Jha (2007),
“Marketing Management”, Pearson Education
2. Saxena Rajan (2007), Marketing Management 3rd Edition,Tata McGraw Hill
Publication
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3.0

LEARNING OBJECTIVES

After going through this unit, learner’s will be able to understand:
 Meaning of Goods and Services
 classification of Goods and Services
 Difference between goods and services
 Definition of Product and classify it
 Meaning of Product Marketing and Service Marketing
3.1

INTRODUCTION

Goods are material things wanted by human beings. They can be seen or touched.
Services are non-material things. These cannot be seen or touched only their effects
are felt. When we are hungry, we take food. When we fall sick, we take medicines.
When we study, we use book, notebook, pen, paper etc. All these are examples of
goods which satisfy some of our wants. All the things which satisfy human wants are
good.
However, wants for haircut, washing of cloths, mending of shoes, stitching of cloths,
studying in a school or a college etc. are not satisfied by goods. These are satisfied by
the services performed by a barber, washer man, cobbler, tailor and teacher etc. So
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some of our wants are satisfied by goods and some by services. Hence, all the human
wants can be satisfied by goods and services.
3.2

DEFINITION OF GOODS

Goods refer to the tangible consumable products, articles, commodities that are offered
by the companies to the customers in exchange for money. They are the items that
have physical characteristics, i.e. shape, appearance, size, weight, etc. It is capable of
satisfying human wants by providing them utility. Some items are made for one-time
use by the consumer while some can repeatedly be used.
Goods are the products which are traded on the market. There is a time gap in the
production, distribution, and consumption of goods. When the buyer purchases goods
and pays the price, the ownership is passed from seller to buyer.
Products are manufactured in batches, which produces identical units. In this way, a
particular product offered by the company will have the same specifications and
characteristics all over the market.
Example: Books, pen, bottles, bags, etc.
3.3

TYPES OF GOODS (as per Economics)

Goods are material items that you can purchase. Anything that you can find in a
grocery store, farmer's market, shopping mall, home improvement shop, or any other
store is a good. The prices of goods are largely determined by the supply and demand
of an economy.
There are four types of goods: private goods, common goods, club goods, and public
goods. They vary in their level of exclusivity; that is, how many people can enjoy
them.
(A) Private Goods
Private goods are excludable goods, which means that consumers cannot use them
without paying for them. They are also rival goods, which reduces availability for
other consumers. If someone wants to wear a shirt, for example, they must buy it
(excludable) and they reduce the amount of shirts available to others (rival), resulting
in scarcity.
Examples of private goods are:
 fruits
 vegetables
 cell phones
 train tickets
 televisions
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dinner at a restaurant
coffee from a coffee shop
cars
ticket to a show
clothing
makeup

A consumer buys these goods and uses them to improve their own lives. They can
transfer them to another consumer if they like, but the goods only belong to one
consumer at a time.
(B) Common Goods
Unlike private goods, common goods are non-excludable, so everyone can use them
without paying. They are rival, so there is a finite supply that can be used by
consumers.
Examples of common goods include:
 freshwater
 fish for fishing
 wildlife to hunt
 timber from trees
 wildflowers to pick
 fresh air
 park benches
 coal
As you can see, these common goods are primarily found in nature. It may seem like
they are limitless, but overuse can lead to a tragedy of the commons: the sacrifice of
long-term sustainability for short-term use (for example, overfishing or polluting the
air).
(C) Club Goods
Club goods are the opposite of common goods. They are excludable, so consumers
must pay for them, and they are non-rival, so there is not a finite supply that can be
diminished.
Here are some examples of club goods:
 streaming services
 country clubs
 newspaper subscriptions
 gym memberships
 ability to view a movie in the theater
 ability to visit a theme park
 insurance coverage
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Basically, if you're paying for access that others pay as well, you're receiving a club
good. This one can be confusing because it seems like streaming services and
newspaper subscriptions are services, not goods. However, you are paying for the
product in these cases, not an action — making it a good.
(D) Public Goods
Public goods are non-excludable and non-rival. They are available to everyone and are
not in danger of running out.
Examples of public goods include:
 air to breathe
 national defense
 street lights
 libraries
 wildlife to view
 nature to visit
 mountains to climb
 public beaches
 education
Every country has a different definition of public goods for its citizens. Some countries
consider healthcare a public good, while others consider it a club good. It depends on
what type of economy you are talking about.
3.4

DEFINITION OF SERVICES

Services are the intangible economic product that is provided by a person on the other
person’s demand. It is an activity carried out for someone else. They can only be
delivered at a particular moment, and hence they are perishable in nature. They lack
physical identity. Services cannot be distinguished from the service provider. The
point of sale is the basis for consumption of services. Services cannot be owned but
can only be utilized. You can understand this by an example: If you buy a ticket for
watching a movie at the multiplex, it doesn’t mean that you purchased the multiplex,
but you have paid the price of availing services.
Service receiver should fully participate when the service is provided. Evaluation of
services is a relatively tough task because different service providers offer the same
services but charges a different amount. It may be due to the method they provide
services is different or the parameters they consider in valuing their services vary.
Example: Postal services, banking, insurance, transport, communication, etc.
For example, you can't store the act of a butcher cutting your meat. It is a service
because it's happening at that exact moment, and because the butcher isn't able to
repeat the exact service for the next customer (the cut of meat, sharpness of the knife
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and timing would be slightly different). The meat is the product that you pay for, and
the cutting is the service that you pay for.
3.5

TYPES OF SERVICES

There are three main types of services, based on their sector: business services, social
services and personal services.
(A) Business Services
A business service is a service in which another business is the consumer. These
services allow a business to operate and best serve its customers.
Examples of business services include:
 banking
 technology support
 human resources
 transportation
 public relations
 legal representation
 manufacturing
 marketing
 security
 insurance
Businesses pay for these services, which keep them in business. They are not receiving
a product that they can keep; as soon as they stop paying for the service, it stops.
(B) Social Services
Social services benefit society as a whole. They're paid for by taxes and nonprofit
organizations rather than direct transactions.
Here are examples of social services:
 fire service
 police
 education
 social work
 food subsidies
 foster care
 animal welfare
You may notice that items like "education" appear in both goods and services. A
teacher standing in front of the class educating you is a service; the education you
receive as a result is a good.
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(C) Personal Services
Most business-to-customer services are categorized under personal services.
Customers pay money to a business or individual and receive a service in exchange.
Examples of personal services include:
 doctor's visits
 haircuts
 pedicures
 legal advice
 surgery
 house cleaning
 babysitting
 therapy sessions
 food delivery
Like in all services, personal services are intangible, perishable and inconsistent. For
example, you can pay a doctor to perform a medical procedure, but you are not buying
the doctor. When they are finished with the procedure, the transaction is complete.
3.6

DIFFERENCE BETWEEN GOODS AND SERVICES

BASIS
FOR
COMPARISON

GOODS

SERVICES

Meaning

Goods are the material items that
can be seen, touched or felt and are
ready for sale to the customers.

Services are amenities, facilities,
benefits or help provided by
other people.

Nature

Tangible

Intangible

Yes

No

Evaluation

Very simple and easy

Complicated

Return

Goods can be returned.

Services cannot be returned back
once they are provided.

Separable

Yes, goods can be separated from
the seller.

No, services cannot be separated
from the service provider.

Variability

Identical

Diversified

Storage

Goods can be stored for use in
future or multiple use.

Services cannot be stored.

Transfer
ownership

of
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BASIS
FOR
COMPARISON
Production and
Consumption

3.7

GOODS

SERVICES

There is a time lag between Production and Consumption of
production and consumption of services occurs simultaneously.
goods.

MARKETING OF PRODUCT AND SERVICES

The two most important activities undertaken by the business is production or
procurement of products and its distribution to the end user. The procurement of raw
materials and its conversion into a finished product is an easy job. However, the
disbursement of the product is a strenuous one, because creating a place for a product
in the market is a bit difficult task, as the market is already flooded with lacs and lacs
of products, where no one knows about your product and in this way the marketing
comes into the picture.
Nowadays, marketing is not confined to the product, but services, ideas, property,
experiences and even people are marketed. The marketing activities are aimed at
creating an impression of the product or service in the consumer mind, in such a
manner, that your brand becomes a synonym for that particular product or service.
3.8

MEANING OF PRODUCT

Definition
A product can be defined as a collection of physical, service and symbolic attributes
which yield satisfaction or benefits to a user or buyer. A product is a combination of
physical attributes say, size and shape; and subjective attributes say image or "quality".
A customer purchases on both dimensions
According to Jobber (2004), “ A product is anything that has the ability to satisfy a
consumer need.” In the words of Dibb et al ,” A product is anything, favourable and
unfavourablethat is received in exchange.”
3.9

CLASSIFICATION OF PRODUCTS

A product's physical properties are characterized the same the world over. They can
be convenience or shopping goods or durables and nondurables; however, one can also
classify products according to their degree of potential for global marketing:
i)
Local Products - seen as only suitable in one single market.
ii)
International Products - seen as having extension potential into other markets.
iii)
Multinational Products - products adapted to the perceived unique
characteristics of national markets.
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iv)

Global Products - products designed to meet global segments.- Products and
services fall into two broad classes based on the types of consumers that use
them
A - (1) Consumer Product
B - (2) Industrial Product
1. Consumer Product:- “Product bought by final consumer for personal
consumption”. Consumer products divided into four classes.
 Convenience product
 Shopping Product
 Specially Products
 Unsought Product

i)

Convenience Product:-Consumer product that the customer usually buys
frequently, immediately, and with a minimum of comparison and buying effort
consumer products can be divided further into staples, impulse products, and
emergency products.
 Staples Products are those product that consumers buy on a regular basis,
such as ketchup, tooth path etc.,
 Impulse products are those product that purchased with little planning or
search effort, such as Candy bar, and magazine, Emergency product is
those when consumer need is urgent, e.g. umbrellas during a rainstorm etc.

ii)

Shopping Product:-Consumer good that the consumer, in the process of
selection and purchase, characteristically compares as such bases as suitability,
quality, price, and style. Example: Furniture, clothing, used cars, major
appliances and hotel and motel services.

iii)

Specialty Products:-Consumer product with unique characteristics or brand
identification for which a significant group of buyers is willing to make a
special purchase effort. e.g. Specific brands and types of cars, high-priced
photographic equipment, designer clothes etc.

iv)

Unsought Products:-Unsought products are consumer products that the
consumer either does not knows about or knows about but does not normally
think of buying. Most major new inventions are unsought until the consumer
become aware of them through advertising. E.g. Life Insurance and blood
donations to the Red Cross.

2. Industrial Goods: It is meant for use in the production of other goods or for some
business or institutional purposes. Industrial goods are classified into four- production
facilities and equipments, production materials, production supplies and management
materials.
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3.10

PRODUCT MARKETING

Product marketing refers to the process of production of a product with demand (or
foreseen demand), thereafter promoting and selling that product. Though production
is literally related to product management, the identification of the demand or need is
part of product marketing where the loop of feedback is absorbed from customer
interaction. That is why it included the production to the overall picture of product
marketing. A product needs to be:
 Tangible
 Storable
 Replicating ability (repeatability/ duplication )
 Measurable
 Control quality by data
 possibility for patents
Various activities involved in the product marketing involves analysis of the market,
identification of consumer demand, designing and development of product, pricing,
pitching of a new product, communicating, advertising, positioning, distributing,
selling, review and feedback. Product marketing managers are responsible for
informing the organization about customer comments and feedback. Product
marketing needs to understand the product life cycle. Each product has a pre-adoption,
growth, maturity, and decline stage. By understanding this cycle, products can be
replaced or restructured for sustainability of the organization.
3.11

SERVICE MARKETING

Service marketing refers to the origination of a service, promotion and providing
customer experience at a judgmental price. Identifying the exact cost to a service is
quite difficult, and it will differ from person to person. So, the price is decided by the
seller on the grounds of the identifiable cost and estimated workmanship. Time and
effort are given estimations. Thus, the price can be classified as judgmental price as
the cost can’t be accurate as in products. A service needs to be:
 Intangible
 Consumed at the point of interaction
 Difficult to repeat
 Difficult to patent
 Difficult to measure
 An experience for customer
 Inseparable from seller
Service marketing can be either business to business (B2B) or business to consumer
(B2C). Examples of service marketing are banking, hospitality, transportation,
healthcare, professional services, and telecommunications.
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In a product marketing, only 4 P’s of the marketing mix are applicable which are
product, price, place and promotion, but in the case of service marketing, three more
P’s are added to the conventional marketing mix, which are people, process and
physical existence. When a product is marketed, the company offers value, as it fulfils
customer’s requirements. Conversely, when service is marketed by a company, it
offers a relationship to its clients. One thing to be noted that, in product marketing, the
company promotes something whose ownership can be transferred/resold to another
party. But in the case of service marketing, the company promotes something, whose
ownership can neither be transferred nor it is resold to the other party.
If the quality of a certain product is not up to the mark, or it does not fulfil the desired
requirement, it can be returned to the seller. However, it is impossible in the case of
services, because once the services are delivered, they cannot be taken back. So, the
marketing of services, should be done keeping the returnability factor in mind. It is a
human tendency that we respond quickly, to what we see and it is a major problem of
product marketing that it grabs our attention, and encourages sales. As against this,
services can’t be seen it can only be experienced and so the response it a little slow,
while marketing services.
Whether, it’s a product marketing or a service marketing, the task is equally onerous.
However, with the former, there are some advantages such as tangibility, separability,
durability, transferability, etc. which the latter lacks, making it a bit difficult.
Demonstration of product or service is one of the best ways to promote it.
Further, word of mouth also helps in marketing them.
3.12 DIFFERENCE BETWEEN PRODUCT MARKETING AND SERVICE
MARKETING

Product Marketing

Service Marketing

Meaning

Product marketing refers to the
process in which the marketing
activities are aligned to promote and
sell a specific product for a particular
segment.

Service marketing implies the
marketing of economic activities,
offered by the business to its
clients for adequate consideration.

Marketing mix

4 P’s: Product,
Promotion

7 P’s: 4 P’s + People, Process,
Physical evidence

Sells

Value

Price,

Place,

Relationship
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Who comes to
whom?

Products come to customers

Customers come to service

Transfer

It can be owned and resold to another
party.

It is neither owned nor transferred
to another party.

Returnability

Products can be returned.

Services cannot be returned after
they are rendered.

Tangibility

They are tangible, so customer can see
and touch it, before coming to the
buying decision.

They are intangible, so it is
difficult to promote services.

Separability

Product and the company producing
it, are separable.

Service cannot be separated from
its provider.

Customisation

Products cannot be customised as per
requirements.

Services vary from person to
person, they can be customised.

Imagery

They are imagery and hence, receive
quick response from customers.

They are non-imagery and do not
receive quick response from
customers.

Quality
comparison

Quality of a product can be easily Quality of
measured.
measurable.

service

is

In the points given below, the differences between product marketing and service
marketing is elaborated:
1. The process in which the marketing activities are aligned to promote and sell a
specific product for a particular segment is called product marketing. The
marketing of economic activities, offered by the business to its clients for
adequate consideration, is known as service marketing.
2. In a product marketing, only 4 P’s of the marketing mix are applicable which are
product, price, place and promotion, but in the case of service marketing, three
more P’s are added to the conventional marketing mix, which are people, process
and physical existence.
3. When a product is marketed, the company offers value, as it fulfils customer’s
requirements. Conversely, when service is marketed by a company, it offers a
relationship to its clients.
4. One thing to be noted that, in product marketing, the company promotes
something whose ownership can be transferred/resold to another party. But in the
case of service marketing, the company promotes something, whose ownership
can neither be transferred nor it is resold to the other party.
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not

5. In product marketing, products reach the buyers, as they can be transported from
one place to another through various distribution channels. Unlike service
marketing, where customers come to the services or the service provider visit
customer because services cannot be transported, they are location based.
6. Products are tangible in nature, they can be felt and touched, which make its
promotion easier. On the other hand, services are intangible, people can only
experience it, and so marketing of services is a bit difficult.
7. If the quality of a certain product is not up to the mark, or it does not fulfil the
desired requirement, it can be returned to the seller. However, it is impossible in
the case of services, because once the services are delivered, they cannot be taken
back. So, the marketing of services, should be done keeping the returnability
factor in mind.
8. In product marketing, the product can be separated from its producer, and so they
are durable and can be inventoried. On the contrary, in service marketing, services
can not be separated from its source, i.e. service provider. Hence the production
and consumption of services are simultaneous; they are perishable.
9. Product offered by a company under a particular segment are standardised; they
cannot be changed or altered as per customer’s requirement. In contrast, services
offered by a company are highly variable and can be easily customised as per the
requirements.
10. It is a human tendency, that we respond quickly, to what we see and it is a major
pro, of product marketing that it grabs our attention, and encourages sales. As
against this, services can’t be seen it can only be experienced and so the response
it a little slow, while marketing services.
11. In product marketing, the quality of the product can be measured by making a
comparison between various products, but this is just opposite in service
marketing, where the measurement of services is not possible.
Whether, it’s a product marketing or a service marketing, the task is equally onerous.
However, with the former, there are some advantages such as tangibility, separability,
durability, transferability, etc. which the latter lacks, making it a bit difficult.
Demonstration of product or service is one of the best ways to promote it.
Further, word of mouth also helps in marketing them.
3.13







KEY WORDS
Customised - modify (something) to suit a particular individual or task.
Standardised- cause (something) to conform to a standard.
Tangible- perceptible by touch.
Diversified- enlarge or vary its range of products or field of operation.
Perishible -things, especially foodstuffs, likely to decay or go bad quickly.
Scarcity-the state of being scarce or in short supply; shortage.
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3.14









3.15

LET US SUM UP
Goods are the material items that can be seen, touched or felt and are ready for
sale to the customers.
There are four types of goods: private goods, common goods, club
goods, and public goods. They vary in their level of exclusivity; that is, how
many people can enjoy them.
Services are amenities, facilities, benefits or help provided by other people.
There are three main types of services, based on their sector: business
services, social services and personal services.
A product can be defined as a collection of physical, service and symbolic
attributes which yield satisfaction or benefits to a user or buyer.
Product marketing refers to the process in which the marketing activities are
aligned to promote and sell a specific product for a particular segment.
Service marketing implies the marketing of economic activities, offered by the
business to its clients for adequate consideration.
MODEL QUESTIONS

1. Differentiate between Goods and Services.
2. What do you mean by Service Marketing?
3. Distinguish between Product Marketing and Service Marketing.
4. State the different types of goods.
5. State the different types of services.
6. Define Product.
7. Mention the different types of Consumer Products.
3.16
1.

2.

3.

FURTHER READINGS
https://keydifferences.com/difference-between-goods-andservices.html#:~:text=Goods%20implies%20the%20tangible%20commodity,an
d%20provides%20satisfaction%20of%20wants.
https://www.fiftyfiveandfive.com/difference-between-product-and-servicemarketing/#:~:text=and%20convert%20leads.,The%20difference%20between%20product%20marketing%20and%20service
%20marketing,tangible%2C%20and%20services%20are%20intangible.&text=S
ervices%20%E2%80%93%20Services%2C%20being%20intangible%2C,see%2
0or%20touch%20a%20service.
https://www.linkedin.com/pulse/product-marketing-vs-service-udayan-v-v
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