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11.0

LEARNING OBJECTIVES

After going through this unit, learners will be able to understand:
 Meaning, features, advantages ,limitation, types of Advertising
 Meaning, types, objectives, advantages, limitation of Sales Promotion
 Meaning, features, advantages, limitations of Personal Selling
11.1

INTRODUCTION

Advertising and sales promotions are two of the key components of a business, but
they are distinct concepts that people often misunderstand. Advertising promotions are
done to build brand image, and the results become apparent though the passage of
time. Sales promotions are much more immediate and focus on getting revenues into
the business bank account right now.
No firm or organisation can be successful unless it is able to promote its sales through
various promotional techniques. Only advertising cannot work in case of technical or
complex products. Moreover, face to face interaction can be more convincing in case
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of various products. Personal selling is important technique to increase sales of the
firm. Similarly, sales promotion is also effective in increasing sales. Both the
techniques can be combined to achieve good results.
11.2

MEANING AND DEFINITION OF ADVERTISING

Advertising is paid form of communication of goods, services or ideas by an identified
sponsor which is directed at mass audience. The sponsor/ advertiser (seller) pays for
time or space used in media in which his advertisement appears. Magazines,
newspapers, radio, television, posters, hoardings, direct mail are different media used
by advertisers to influence and induce the viewers, readers or listeners to buy the
advertised products.
The American Marketing Association defines advertising as : “Advertising is any paid
form of non-personal presentation and promotion of ideas, goods and services by an
identified sponsor”.
This definition highlights four major elements of advertising:
It is a ‘paid form’ as message regarding product or service is conveyed through
different media like newspapers, cinema, magazines, radio or television for the target
audience. The advertiser has to pay for the use of media for publishing or broadcasting
the product information.
It is ‘non personal presentation’ as advertisement in any media does not involve an
individualistic presentation or focus on individual action like in personal selling.
Hence, it is non-personal in nature. Advertising facilitates personal selling in creating
awareness, interest and a desire to purchase the goods or services.
It relates with ideas, goods and services. Advertising promotes the idea. It helps in
informing general public about matters of public concern like consumer rights,
government announcements and so on. Banks, hospitals, hotels, insurance company
and restaurants advertise their services to generate more income or profits. For
example, OLX services are highly advertised for facilitating sale of second hand
goods. Manufacturers try to accelerate sales of their products through advertising.
It is always by an ‘identified sponsor’. Advertisement of anything is displayed or
published in any media only when identity of seller is certain and can be identified. It
is considered as reliable promotional tool. Advertising discloses the source which
promotes ideas, products or services it presents.
The aim of advertising is to improve buyer’s decision in the favour of advertiser’s
product or service. It helps consumer in taking a positive decision through preference
for product. Advertising is considered essential for sale of consumer goods. Now a
days, social or economic life cannot be imagined without advertising. It must be
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remembered that advertising is one of the most important elements of promotional mix
but advertising alone would not be able to increase sales. It should be supported by
other elements of promotion mix like personal selling or sales promotion.
11.3












11.4












FEATURES OF ADVERTISING
It is mass means of communication as larger number of people is influenced at
one time.
Cost per prospect or customer is low.
Organised and controlled messages are delivered
It is impersonal and works in breadth.
Advertising is main promotional tool used in consumer goods market.
It involves one way flow of communication.
It has pull effect and moves the prospect to the retailers.
Consumers are moved through successive levels of communication spectrum i.e.
awareness, recognition, conviction and action.
It is helpful to impart knowledge and create customer interest when new products
are introduced in market.
Wide choice of media is available to influence audience with different
demographic and socio-economic features.
It is paid form of communication where the sponsor can be identified.
It informs, educates, guides and protects customers.
ADVANTAGES OF ADVERTISING
Prospects that cannot be approached by salesman, can be influenced through
advertising.
It creates more demand and stimulates large scale production which increases
profits of business organisations.
Large scale production and distribution create ample employment opportunities
in production, distribution and media industry.
It helps in raising standard of living of people.
Mass production provides economies of large scale. As a result, production cost
is reduced and goods are available at reasonable prices.
It leads to industrial and economic development of a country.
Advertising creates awareness and educates people. Educated and informed buyer
can make a rational buying decision.
Larger audience can be influenced at one time which reduces cost per prospect.
Urban and rural people have become more receptive to new values, ideas and
attitudes.
Personal selling and sales promotion techniques are facilitated by advertising.
It helps in creating brand loyalty.
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11.5







11.6

LIMITATION OF ADVERTISING
It is impersonal form of communication. The objections or queries of prospect
cannot be answered.
There is one way communication in advertising. Customer reaction and interest
cannot be known immediately.
It is less effective in convincing the buyer than personal selling.
Advertising may lack trustworthiness in case of misleading advertisements.
It may create noise in communication when media carries number of messages of
different firms simultaneously and divert attention of audience.
It multiplies desires of people.
Unsocial and unethical advertisements do more harm to the society.
TYPES OF ADVERTISING

There are different types of advertising with distinct goals which requires the use of
different media. These have been summarised as follows:
i) Product Advertising: It is used for existing consumer durable products. The
motive of manufacturers or marketers is to provide information about the
product’s features and attributes and promote benefits. It also aims at securing
repeated orders.
ii) Trade Advertising: It is used for distribution networks. Here, the purpose is to
facilitate distribution of product. It is meant to make an appeal to the distributor
to sell more for higher profit.
iii) Social Advertising: This type of advertising is used by the government to make
people aware of government’s concern for public welfare. Advertisements about
consumer rights, polio camp and preference for organic products fall in this
category.
iv) Corporate or Institutional Advertising: Such advertisements intend to promote
the company as a whole. It is used to establish, change or maintain the identity of
company. It does not attempt to secure action of the target audience. Here, efforts
are directed to keep customers informed and maintain a positive attitude towards
the company.
v) Pioneering Advertising: This type of advertising is used for new products or new
firms. Here, the aim is to create a primary demand for new product or service.
Firms are required to explain the product concept as customers need detailed
information. Product demonstrations are made to secure customer confidence and
demand.
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vi) Competitive Advertising: This advertising is used for products for which there
exists tough competition. Companies resort to such advertising for building
demand for their brands. It attempts to build brand preference for products which
are passing through growth or maturity stage of product life cycle. Comparative
advertising stresses on superiority of brand over brands of rival firms in terms of
product features, uses and services provided. It should be remembered that only
healthy competition should be promoted through competitive advertising.
Unethical practices should be avoided as it may harm a firm’s image in the long
run.
11.7

SALES PROMOTION

Sales promotion refers to short term special selling efforts to accelerate sales. It is a
promotional activity which provides monetary and non-monetary incentives to spark
an immediate reaction from target consumers (consumer sales promotion) and dealers
or firm’s salesperson (Trade promotions). Consumer Sales promotion pulls a product
or service by stimulating demand and trade promotions push a product or service by
arousing enthusiasm among channel members to sell more of a particular brand. Sales
promotion influences purchase behaviour and provides immediate incentive to buy.
Sales promotion tools provide marvellous results when supported by advertising and
personal selling.
11.8

TYPES OF SALES PROMOTION



Consumer Sales Promotion: It intends to inform, educate or stimulate consumer
action. Different sales promotion tools are used to influence purchase behaviour
of consumers. Free air trips to exotic locations, customer cards with attractive
offers, gifts on special festivals are commonly used by companies to reward loyal
customers and to reinforce purchase behaviour. Contests, samples, free gifts,
money refund offers are used to attract customers of rival firms. Extra quantity on
frequent purchase, bonus packs, discounts, attractive packaging help in retaining
existing customers and reduce their tendency of brand switching. Buy one-get one
offers, reusable jars or bowls with products, soap case with toilet soaps, free
bucket with purchase of specific quantity of detergent increase consumption and
frequency of usage.



Trade Promotion: Trade promotion activities aimed at motivating members of
distribution channels to increase frequency and quantity of purchase. Trade
promotion tools are directed to capture more shelf space at retail outlets, increase
inventories of retailers, push slow moving items or support consumer sales
promotion. Displays at point of purchase give a real pay off by enhancing sales.
Shop signboards, attractive display units, free air tips to reward top performers,
free gifts, huge trade allowance to increase dealer’s margin, dealer contests,
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monetary bonuses, free training are common tools used to stimulate dealer
effectiveness.
11.9










OBJECTIVES OF SALES PROMOTION
Informing buyers about new brand or product
Expanding market base
Enhancing usage rate of existing customers
Drawing attention to new products or services.
Supplementing advertising and personal selling efforts
Developing brand loyalty
Capturing more shelf space at retail points
Inducing dealers and retailers to sell more of particular brand
Pushing slow moving product lines

11.10 ADVANTAGES OF SALES PROMOTION








It stimulates dealer effectiveness.
Provides direct inducement to make immediate purchases.
Helpful in introducing new product or service.
It provides quick results.
This promotional activity is flexible and can be used any time for informing,
educating or stimulating buyer or trader’s response.
Use of sales promotion with advertising and personal selling provides 2+2=5
effect i.e. something extra.
Maintains customer patronage.

11.11 LIMITATION OF SALES PROMOTION





It is temporary and short term approach. It cannot alone develop brand loyalty.
Other promotional tools are also needed.
Sales promotion tools do not bring desired results in case of declining market for
established brands, no improvements in product and intense competition in
consumer sales promotion.
Run of the mill sales promotion schemes or too many sales promotions may hit
the brand image or lead to brand switching. Company may face diminishing
returns as it raises doubt about lack of product popularity or overstocking by
company.

Differences between Advertising and Sales Promotions
1. Permanent vs. temporary strategy
Advertising is a permanent strategy that involves marketing and sales, whereas sales
promotions have a limited time frame.
6

2. Different end goals
Advertising appeals to the wants and needs of a target audience, and seeks to persuade
prospective customers that your company is worthy of their attention. The end goal
with advertising isn’t always to make a sale; in some instances, it’s to set the stage for
a sale in the future by introducing prospects to your company’s products and services.
In contrast, sales promotions are strictly about moving products and services, and are
designed solely to appeal to the financial consideration of a prospect.
3. Indirect vs direct appeal
Advertising can involve a number of indirect methods to create the desired effect in a
target audience, whereas sales promotions are not subtle or meant to be hidden in any
way. For example, a skateboard company that's involved in advertising might talk
about the type of material used to make the board, the rotational capabilities of the
board’s wheels, and the different types of jumps that skaters can attempt with the
board. However, if the skateboard company was involved in sales promotions, it would
focus on the price of the board, and the discounts available, if consumers buy more
than one board.







Trade allowances – Short-term incentives offered to retailers to stock up on a
product.
Dealer loaders – Incentives used to persuade retailers to purchase and display a
product.
Trade contests – Contests used to reward retailers that sell the largest quantity or
highest units of a brand’s product.
Training programs – Training instructing dealer employees in selling the brand’s
product.
Push money (also known as “spiffs”) – Extra commission paid to retail
employees to push products.
Trade discounts (also called functional discounts) – Payments to distribution
channel members for performing certain functions.

11.12 PERSONAL SELLING
Personal selling (also termed as salesmanship by some authors) refers to direct
personal contact between a sales representative and one or more prospective customers
to influence the customer in a purchase situation. Personal selling is a positive effort
as it involves not only persuading people to do what the marketer wants them to do
but rather helping them to make intelligent buying decision which will benefit both
the buyer and seller. Personal selling is highly distinctive and involves two way
communication. It involves securing information about buyer’s unsatisfied needs and
wants by the salesman and supplying information about goods and services to the
prospective buyer.
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Peterson and Wright viewed salesmanship as a process of ascertaining and activating
the needs or wants of the buyer by the seller and satisfying them to the mutual and
continuous advantage of both the buyer and seller.
According to F. A. Russel, “Salesmanship is the art of selling and nothing more or
less than making the other fellow feel as you feel about the thing you have to sell.”
In the words of Garfield Blake, “Salesmanship consists of wining the buyer’s
confidence for the seller’s firm and goods thereby winning regular and permanent
customers”.
Personal selling provides immediate feedback of information as it involves face to face
interaction between buyer and salesman. Salesman can accordingly adjust his message
and may emphasize upon those selling points in which the prospect has shown interest.
11.13 FEATURES OF PERSONAL SELLING







Personal selling aims at winning buyer’s confidence by providing best solution to
his problems and educating him.
Salesman attempts to find out needs and wants of customers and provides
products to satisfy these wants.
Salesmanship involves educating people about product availability, its special
features and utility in satisfying specific needs of customers.
Modern salesmanship enables manufacturer to produce more and increase his
sales. At the same time, it helps buyer in getting maximum return for the money
spent by him.
Salesmanship is a creative process. A lot of creativity is required for convincing
customer about use of product or service and creation of demand.

11.14 ADVANTAGES OF PERSONAL SELLING
Personal selling is important ingredient in promotion mix. According to Levitt,
“Personal selling is as basic to our society as metabolism is to life”. The various
advantages of personal selling can be enumerated as :
 Personal selling leads to minimal spill over and wastages as it is directed to
qualified prospects only.
 Personal selling is flexible. Salesman can adjust sales talk and presentation to
meet individual needs and motives of prospect.
 It is possible for salesperson to detect loss of customer interest and regenerate
it by reinforcements.
 The salesman acts as market researcher. He transmits valuable information
which enables organization to make tactical adjustments and strategic plans.
 In personal selling, long lasting relationship can be developed between
salesman & customer which secures future business.
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Personal selling has assumed great importance in service marketing like
tourism, hotels where personalized services and relations with customers are
in great demand.
Other promotional tools also arouse interest but usually it is left to the salesman
to complete the sale.
Detailed explanation and demonstration of product lubricate selling process
which is essential for technically complex and innovative products.

11.15 LIMITATION OF PERSONAL SELLING




Cost per contact is high.
There is dearth of good salesmen.
Customer loyalty can be lost on retirement or exit of a good sales person if it is
built up around him.

11.16 KEY WORDS
 Monetary Incentives – Monetary incentives are solid cash rewards which are
presented to employees for exceptional performance or attainment of long term
goals.
 Non- Monetary Incentives – Non-monetary incentives are presented for
exceptional job performance or attainment of special goals that add value to the
company
 Salesmanship – the skills and methods used in selling or promoting commercial
products.
 Prospecting- Prospecting is the first step in the sales process, which consists of
identifying potential customers, aka prospects
 Appeal – make a serious, urgent, or heartfelt request.
 Pioneering – involving new ideas or methods.
 Broadcasting - the transmission of programmes or information by radio or
television.
11.17 LET US SUM UP
Advertising refers to any paid form of communication by identified sponsor. Various
media are available to advertise idea, product or service but choice of media depends
on certain factors. An effective advertising strategy must set objectives of advertising,
define target market, determine level of competition, frame advertising budget,
carefully select media and measure effectiveness of advertising to avoid costly
mistakes in future due to ineffective advertising. Advertising is the backbone of
marketing system. It has led to tremendous industrial and economic development.
Sales promotion refers to short term special selling efforts to accelerate sales. It is a
promotional activity which provides monetary and non-monetary incentives to spark
9

an immediate reaction from target consumers (consumer sales promotion) and dealers
or firm’s salesperson (Trade promotions). Consumer Sales promotion pulls a product
or service by stimulating demand and trade promotions push a product or service by
arousing enthusiasm among channel members to sell more of a particular brand. Sales
promotion influences purchase behaviour and provides immediate incentive to buy.
Sales promotion tools provide marvellous results when supported by advertising and
personal selling.
Personal selling also termed as salesmanship, refers to direct personal contact between
a sales representative and one or more prospective customers to influence the customer
in a purchase situation. Personal selling is a positive effort as it involves not only
persuading people to do what the marketer wants them to do but rather helping them
to make intelligent buying decision which will benefit both the buyer and seller.
Personal selling is highly distinctive and involves two way communication. It involves
securing information about buyer’s unsatisfied needs and wants by the salesman and
supplying information about goods and services to the prospective buyer. Personal
Selling process includes pre-sale preparations, prospecting, pre-approach, approach,
sales presentations, overcoming objections, closing sales and follow up. A good
salesman should have moral, social, physical and technical qualities and he should
know his company, product, competitor and customer. Both sales promotion and
personal selling when combined bring significant results.
11.18 MODEL QUESTION
1.
2.
3.
4.
5.
6.

Define Advertising. State its advantages and limitation.
Mention the types of Advertising.
What is Sales Promotion? State the types of Sales Promotion.
Mention the objectives of Sales Promotion.
Explain Personal Selling and its advantages and limitation.
Differentiate between Advertising and Sales Promotion
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12.0

LEARNING OBJECTIVES

After going through this unit, learners will able to know
 Concept of Customer satisfaction and its determinants
 Meaning of Service Quality and its dimensions
 Model of Service Quality
12.1

CUSTOMER SATISFACTION

Customer satisfaction is defined as the number of customers, or percentage of total
customers whose reported an experience with a firm, its products, or its services
exceeds specified satisfaction goals’. Satisfaction is the customer’s fulfillment
response. It is a judgment that a product or service feature, or product or service itself,
provides a pleasurable level of consumption- related fulfillment. Customer satisfaction
is important because it provides marketers and business owners with a metric that they
can use to manage and improve their businesses. Customer satisfaction is based on the
customers’ perceptions of service.
12.2

DETERMINANTS OF CUSTOMER SATISFACTION

Customer satisfaction is influenced by specific product or service features, perceptions
of product and service quality, and price.
1. Product and service features- Customer satisfaction with the product or service is
influenced significantly by the customer evaluation of a product or service feature. For
11

a service such as a resort hotel, important features might include the pool area,
restaurants, room comfort and privacy, the helpfulness and courtesy of staff and room
price. Most firms determine through some means what the important features and
attributes are for their service and then measure perceptions of those features as well
as overall satisfaction.
2. Customer emotions- Customers’ emotions can also affect their perception of
satisfaction with products and services. These emotions can be stable, pre-existing
emotions- for example, mood state of life satisfaction. Specific emotions may also be
induced by the consumption experience itself, influencing a customers’ satisfaction
with the service.
3. Attributions for service success or failure- Attributions- the perceived cause of
events influence perception of satisfaction as well. When customers have been
surprised by the outcome, they tend to look for reasons, and their assessments of the
reasons can influence their satisfaction.
4. Perceptions of equity or fairness- Customer satisfaction is also influenced by equity
and fairness. Customers ask themselves: Have been treated fairly compared with other
customers? Notions of fairness are central to customers’ perceptions of satisfaction
with products and services, particularly in service recovery situations.
5. Other customers, family members, and co-workers- In addition to product and
service features and one’s on feelings and beliefs, customer satisfaction is often
influenced by other people. For example, family decisions about a vacations
destination.(Valarie A Zeithmal)
12.3

SERVICE QUALITY

One often come across, a number of definitions of Service quality which focus on
meeting the consumers needs and expectations. The process of a service being
delivered to a consumer defines the level of quality of a service. If any organization
intends to be known as a Quality Service provider it must first of all, identify what the
consumer wants and what he considers to be a Quality Service. In a business
organization, Quality refers to adherence to the highest standards of performance at
every step of working and for each unit of production and distribution. Highest
standards are usually the Industry benchmarks of performance and universally
recognized. A consumer values good quality as much as the management which would
like to maintain Quality and save the cost of wastage. Offering Quality goods and
services are a strong Brand building technique which ensures a strong pool of loyal
consumers.
Service Quality refers to the maintenance of certain parameters of service performance
and delivery assured by the service marketer to earn itself a competitive edge in the
perception of the target consumer. Prior to the formulation of a marketing strategy, it
12

is important to set the internal quality standards keeping in mind the commonly
accepted external industry standards of Quality. In defining the standards of Quality,
it is significant to first define what Quality mean to an organization.
For a Restaurant, Quality could mean delicious food, Quick service or an amicable
ambience or all of the three aspects. The service firm needs to focus itself on the
quantifiable measure of Quality which is most important for its target consumers and
then initiate the process of ensuring the same in each of its service delivery.
The International Organisation of Quality Standards (ISO) 9001:2000 defines Quality
as “the characteristics of the service that bears upon its ability to meet customer
requirements. Customers requirement could be of three types: those stated by the
customer; those generally implied and; those obligatory on the part of service
provider.” In the above example of a Restaurant, a customer may state that Quality
means hygienic and good food; comfortable ambience with good lights and music and
courteous service is implied and; it is obligatory on the part of the Restaurant to
provide rate cards, bill of the purchase etc.
The meaning of Quality may vary from customer to customer and from situation to
situation, and thus may called as dynamic, which varies with types of services, people
and environment. Yet, it remains as the most fundamental aspect of Customer
satisfaction. Judgment of a low quality service delivery or a high quality service
delivery is a function of consumer expectations from the service and his perception of
the service performance.
12.4

SERVICE QUALITY DIMENSIONS

Customers do not perceive quality in a one-dimensional way, but rather judge quality
based on multiple factors. The dimensions represent how consumer organizes
information about service quality in their minds. The dimensions are also applicable
to retail and business services. There are five dimensions which are explained as
follows-:
1. Reliability: Delivering on Promises
It is defined as the ability to perform promised service dependably and accurately.
Customers want to do business with companies that keep their promises, particularly
their promises about their service outcomes and core service attributes.
2. Responsiveness: Being Willing to Help
Responsiveness is the willingness to help customers and to provide prompt service.
This dimension emphasis attentiveness and promptness in dealing with customer
request, questions, complaints, and problems. Responsiveness is communicated to
customers by length of time they have to wait for assistance, answers to questions, or
attentions to problems.
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3. Assurance: Inspiring Trust and Confidence
Assurance is defined as employees’ knowledge and courtesy and ability of the firm
and its employee to inspire customer trust and confidence. This dimension is more
important for services that customers perceive as high risk or for services of which
they feel uncertain about their ability to evaluate outcomes- for example, banking,
insurance, medical and legal service.
4. Empathy: Treating Customers as Individuals
Empathy is defined as the caring, individualized attention that firm provides to its
customers. The essence of empathy is conveying, through personalized service, that
customers are unique and special and that their needs are understood.
5. Tangibles: Representing Service Physically
Tangibles are defined as the appearance of physical facilities, equipment, personnel
and communication materials. Tangibles provide physical representation or images of
the service that customers, particularly new customers, will use to evaluate
quality.(Valarie A Zeithmal)
12.5

MEASURING SERVICE QUALITY

The intangible and perishable nature of services makes it difficult for organizations to
measure their quality, identify the loopholes and take necessary steps to improve the
quality. Service organizations, therefore are to evaluate certain components of a
service to determine its quality.
According to Christian Gronroos, any service has two important components:
functional and technical.
 Functional: This component involves interaction between the customer and
the service personnel. For example, when a customer visits a hotel, the warmth
at the reception, the promptness in check-in and the responsiveness of room
service, all comprise the functional component of service.


12.6

Technical: This component refers to the output of the service operation. For
example, if a flight reaches its destination exactly on time, the airlines is said
to have delivered quality service with respect to the technical component. The
technical component of service is easier to evaluate than the functional
component.
MANAGING SERVICE QUALITY

The service quality of a firm is tested at each service encounter. Customers form
service expectations from many sources, such as past experiences, word of mouth and
advertising. In general, customers compare the perceived service with the expected
14

service. If the perceived service falls below the expected service, customers are
disappointed. If perceived service meets or exceeds their expectations, they are apt to
use the provider again. Successful companies add benefits to their offering that not
only satisfy customers but surprise and delight them. It is in this context that A.
Parasuraman, Valarie A. Zeithmaml and Leonard L. Berry had formulated a servicequality model that highlights the main requirements for delivering high service quality.
The following model identifies five gaps that cause unsuccessful delivery.
12.7

MODEL OF SERVICE QUALITY

To evaluate the quality of service, consumer will compare the service they receive,
with the service they expected. The gap model of quality defines various gaps, their
causes and proposed strategies to fill them such that consistent delivery of goods
service quality is made possible. The model identifies the following gap
Gap1- Knowledge Gap- It is the difference between what customer expects from a
service and what a management believes customer expect from the service. This gap
occurs due to provision of wrong facilities, hiring of wrong staff, wrong training. To
close this gap, it requires a detailed knowledge of what customer desire and then a
response is to be built through service operating system.
Gap 2- Standards Gap- It is difference between management perception of consumer
expectation of service and service quality specifications. This situation can be caused
by three factors such as resource constraints, market conditions or management
indifference. To reduce this gap, service firms must have the commitment of top
management.
Gap 3- Delivery Gap- It is difference between service quality specifications for service
and the delivery of those specifications by the service provider. Primary causes of this
group are the variable and inseparable nature of services. To reduce this gap team work
should be created in the organization.
Gap 4- Communication Gap- It is the difference between the service that was
delivered and the external communication of the firm. It is influenced by overpromise
and horizontal communication. To reduce this gap there must be communication
between the sales people and the personnel performing the service. (R. Srinivasan)
12.8

KEY WORDS

 Constraints – stiffness of manner and inhibition in relations between people.
 Perceived Services – quality is defined as the customer's assessment of the overall
superiority or excellence of the service.
 Perishable – things, especially foodstuffs, likely to decay or go bad quickly.
 Empathy – the ability to understand and share the feelings of another.
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 Ambience – the character and atmosphere of a place.
 Benchmark – a standard or point of reference against which things may be
compared.
 Service Recovery – is a company's resolution of a problem from a
dissatisfied customer, converting them into a loyal customer.
12.9

LET US SUM UP

In this unit we have discussed the following :
 Customer satisfaction is defined as the number of customers, or percentage of total
customers whose reported an experience with a firm, its products, or its services
exceeds specified satisfaction goals’.
 Customer satisfaction is influenced by specific product or service features,
perceptions of product and service quality, and price.
 Tangibility, reliability, responsiveness, assurance and empathy are the five
dimensions of service quality.
 Functional and technical are two important components of measuring service
quality.
 There are five gaps of service quality
 Gap I or knowledge gap occurs when management fails to accurately identify
customer expectations.
 Gap 2 or design gap measures how well the service design specifications
match up to management’s perception of customer expectations.
 Gap 3 or performance gap represents the variation in service design and
service delivery.
 Gap 4 or communication gap is the difference between what is promised to
customers, either explicitly or implicitly, and what is being delivered.
 Gap 5 is the total accumulation of variation in Gaps 1 through 4 and represents
the difference between expectations and perceived service.
This gap occurs when the consumer misperceives the service quality.
 A service organization attempts to retain customers by providing quality service
consistently, thereby winning over the customer.
12.10 MODEL QUESTIONS
1. Explain Customer Satisfaction and discuss the determinants of Customer
Satisfaction.
2. Define service quality.
3. Write notes on:
(i) Empathy (ii) Assurance (iii) Structural Bonds.
4. Discuss the Gap model of Service Quality (SERVQUAL).
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12.11 FURTHER READING





Christopher Lovelock and Jochen Wirtz (2017),Services MarketingPeople,
Technology, Strategy , Pearson Education, 8th edition, New Delhi
Roland T. Rust, Anthony J. Zahorik and Timothy L. Keiningham (1997)
https://www.allaboutcalls.co.uk/the-call-takers-blog/6-reasons-why-customersatisfaction-is-important
https://asq.org/quality-resources/customer-satisfaction
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13.0

LEARNING OBJECTIVES

In this unit, learners will learn:
 Meaning of Customer complaint
 Importance of complaint handling in Services
 Procedure of complaint handling
 Ways of Handling Complaints.
 Meaning of Service Failure
 Reasons of Service Failures
 Consumer reaction to Service failures
 Service Recovery Paradox
 Service recovery management
13.1

CUSTOMER COMPLAINT

A consumer complaint is an expression of dissatisfaction with the performance of any
product or a service as promised by the seller. Services are intangible in nature. For a
consumer there is no standard yard of measurement to evaluate the service
performance. The only way a consumer feels satisfied is his own expectations from
the service and its comparison with his own perception of the service performance. In
18

case of any discrepancy in the expectations and the perception, the consumer will be
dissatisfied.
Generally, the consumer could be dissatisfied if he is not delivered a service quality
which was promised at the time of service sale. The reasons for a poor service quality
could be due to the lack of trained service staff or due to technical fault. The
dissatisfaction could be the result of ill managed or poorly planned service delivery
procedures. The support system or the infrastructural support also plays a very
important role in the service performance. Any discrepancy in the working of the
above mentioned dimensions of service quality may lead to dissatisfaction of the
consumer resulting in a complaining behaviour.
13.2

DISSATISFIED CONSUMER BEHAVIOUR

Generally, there are a few patterns of behaviours that a dissatisfied consumer will
reflect.
a. Silent consumer- The first commonly displayed behaviour of a dissatisfied
consumer is to keep quite but decide not to buy the same service again.
b. Loud consumer- The second complaining consumer could be loud in
complaining and resisting others from buying the same Brand in future.
c. Redressal seeking consumer- The third behaviour is when the disgruntled
consumer approaches 87the customer service desk of the service provider and
seeks a redressal to his complaint.
d. Legal redressal seeking consumer- The last behaviour is for a dissatisfied
consumer to approach the legal machinery of the land to seek redressal for his
grievance.
For a service provider the most easiest consumer to manage is the third type. This is
so because the consumer gives a chance to the service organization to satisfy the
consumer and not let him be lost for future service consumption. Further, such
complaints, actually are the feedbacks which can facilitate in improving the service
performance and service delivery for future. More often than not, the consumers prefer
making informal complaints and rarely approach the service desk, unless the stake in
the claim is high or sensitive in nature. The customer may also avoid making a formal
complaint to the service provider in case he does not expect a justifiable solution to be
given by the firm.
13.3

IMPORTANCE OF COMPLAINT HANDLING

It is important to respond to the complaints made by the consumers. It is true that
sometimes, false complaints may come up. Many a times, the reason for the complain
may be an uncontrollable factor. Yet, it is in the benefit of the service organization to
not only quickly respond to such a situation but also to ensure that this reason for
complain does not occur again.
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While a dissatisfied consumer may have already developed a negative attitude about
the service provider, his attitude may be changed by handling the complaint
intelligently. In fact a well handled complaint may rather make the consumer more
satisfied. Let us look at some of the reasons for having a well laid complaint handling
procedure in service organization.
a) Lead by example- If an organization can develop and implement a quick and
responsive complaint handling procedure, it can help overcome the formation of a
negative image due to any err in the service delivery. Such a system is often attributed
to only forward looking organizations which may lead in the industry by setting high
service standards.
b) Minimise causes of Complaints – Having a well laid consumer complaint handling
procedure means not only rectifying the consumer complaint but also learning from
such complaints in improving the services by eliminating the reasons for complaints
in future.
Thus, for enhancing the quality of services by reducing the reasons for complaints, a
formal complaint handling system is useful.
c) Positive Brand image- Every service organisation would like to create a positive
Brand image for itself based on the services it offers to the consumers and the
experience it creates for them. Having a complaint handling procedure facilitates the
organization in identifying the causes of discrepancy in delivering high quality
services to its consumers.
d) Upgrade technical snags- Often the reasons of complaints in a service delivery be
due to some technical snag and not due to any shortage in the service delivery. If the
same had been overlooked in the past due to any reasons, the complaints may be means
to identify such snags and fix the same. For example, a hotel room may have a problem
of water heater not working properly. Such an improvement in services is often
brought to the notice of the service providers through consumers complaints.
It is important to understand that the cost of attracting a new customer is as high as
five times the cost of retaining an existing consumer. Hence, the service organization
should ensure that it treats a complaining consumer at high priority with the aim of
retaining them.
13.4

CUSTOMER COMPLIANT HANDLING PROCEDURE

No service organisation would like to hear a complaint in its service delivery or in the
support system. However, complaints should be seen as opportunities for
improvement in the service production and service delivery. Moreover, complaints
also offer a chance to the service provider to win over a consumer and also expect a
positive word of mouth from him about the consumer values by taking their concerns
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seriously and managing their grievances upto their satisfaction. Thus, it is important
for all service organizations to have a standard customer complaint handling
procedure. The following are the steps in developing the customer complaint handling
procedure:
a) Have an organizational Plan for complaints receiving:
There should be a well thought, clear and open organizational plan for receiving
customer complaints. The customer should feel encouraged to share a grievance
directly with the organization rather than keeping it to himself and complaining to
potential consumers of the service provider. The organization should look at a
complaint from a positive angle that the consumer is spending his precious time in cocreating and improving the services of the firm.
b) Identify the sources of complaint receipt:
The organisation should make itself approachable from a number of channels for
receiving a complaint. For example, the consumer should be able to reach to the
concerned desk for registering his complaint in eth service consumption in person,
through mails, through e-mails or through phone or text message. This gives a positive
impression about the service firm in being positive and welcoming to acknowledging
complaints and thus improving the service performance.
c) Generate a system of sharing complaints with all:
The organization should develop a system through which the received complaint
should log into the service organizational system and reach up to all concerned staff
and all authorities. This is important so that no complaint goes unattended and each
complaint may leave something to learn for enhancing service quality for all.
d) Communicate to the Service personnel:
The complaint receipt system should be clearly communicated to and understood by
the service personnel. This works in two ways. Firstly, the service personnel becomes
alert that the quality of the services should be maintained as per the standards and
secondly, they should be clear about the complaint handling mechanism for any future
event of a complaint.
e) Train the Service Personnel in receiving and handling the complaints:
The service personnel should be trained in accepting and confronting the complaining
customers and managing the situation in front of loud and angry consumers. The
personnel should be given confidence and training in courtesy while accepting any
complaint. Facing an angry and complaining consumer could be stressful. Therefore
the service staff should be well trained to manage the situation by keeping calm yet
proactive in receiving the complaint.
f) Fix authority for complaint handling:
The top management must identify the positions or persons in the service
organizational hierarchy to handle the received complaint. The service staff should be
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well aware as to who should be approached to satisfy a complaint consumer. This
person should not only have the authority to resolve the grievance but also should do
it as a priority. A complaining consumer should not be made to wait or go unattended
as this may lead to aggravation of his complaint.
Thus, the service organization need to design and implement a well thought out plan
for the receipt and managing of a consumer complaint with a positive attitude. This
plan is as important as a Marketing strategy or a Finance plan.
13.5

WAYS OF HANDLING COMPLAINTS

Reflecting back, as a dissatisfied consumer of services, you may think of a number of
ways your complaint was handled by the service provider. More often than not, these
responses you might have received from service personnel must have been out of the
training workshops these service staff has undergone formally or informally. In the
following section, a number of ways of handling complaints are being discussed:
a) Thanking consumer for complaining- This may sound a bit strange, but one of the
most courteous methods of responding to a complaint is to thank the consumer for
complaining.
This is true as this complaint acts as a feedback to enhance the quality of the services.
In fact the consumer would be spending time to share his experience which may
provide first hand insight into the service delivery of the organization and may
highlight the grey areas which may require immediate attention or improvement.
b) Apologizing for the inconvenience caused- Politeness is when the Service
personnel says sorry to the consumer for the occurrence of the problem. This does not
mean that the service personnel is accepting the blame for any inconvenience, this
only means that the employee is being polite and sharing the concern of the
complaining consumer. This is one of the most commonly used methods for any of
the customer care executive talking with a disgruntled consumer on phone. This is a
very effective method which may calm down an angry consumer, if an executive
admits that he apologizes on behalf of the organization for any inconvenience caused.
c) Taking empathetic approach to the complaint- Many a times, the service staff is
trained to take an empathetic approach towards the handling of the complaint by the
consumer.
Through this approach, the staff is not expected to answer in any programmed way,
rather, he is given the flexibility to manage the situation by putting himself in the place
of the complaining consumer and then look for a solution. Since the service personnel
is in a better position to understand the way in which the services are produced and
delivered, he would be in a better position to find and recommend a solution to the
consumer if he can consider himself as a consumer.
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d) Getting facts first- For a Service personnel facing an complaining consumer, it is
important to explore and collect the facts concerning the complaint first and then look
for a solution to be offered to the consumer. The consumer would be sharing his
perception about the service inconvenience. However, the extent of compensation to
be offered to the complaining consumer shall depend upon the facts related to the
reasons for the dissatisfaction and the extent of discrepancy in service quality and
service delivery. This time bought by the service personnel to gather facts shall also
be useful in calming down an otherwise loud consumer.
e) Correcting the mistake- Having heard the complaining consumer and gathered the
necessary and relevant details related to the complaint, it is important to set the
problem right.
Whatever the mistakes, it should be sought to be set right by the Service personnel
handling the complaint. Very often, a free service or a gift is the commonly used tactics
of pleasing an angry consumer. However, this method should be used with caution.
There may be habitually complaining consumers. While a local service provider may
be able to identify such consumers, large service organizations may not have this
benefit. Therefore, the priority should be correct the mistake first and if need be please
the consumer with a free gift.
To elaborate on this point, let us assume that there is a consumer who is dissatisfied
with the taste or hygiene of a food item at a restaurant. If the consumer is complaining,
one of the easiest methods to satisfy him is to replace his dish free of cost and if
needed, offer him another dish free or may offer to have his complete meal of,
depending upon the situation.
In another situation, a telecom subscriber is complaining to a service center executive
on phone about the faulty deduction of cash from his prepaid sim card. In such a
complaint, the executive, after having gathered all the facts, may offer to revert the
deducted balance and end the conversation. He may not proceed ahead to offer any
further free service or gift.
Thus, the personnel handling the complaint will be better able to decide whether or
not to offer a gift depending upon the circumstances in which the complaint is made
and the nature of the complaint.
The executive handling the complaint should be able to quickly judge what the
consumer feels is a right way of solving his complaint. What may look right to the
executive may not be perceived as right by the consumer. Thus, while offering a
solution to eth complaint, it is important to understand the expected solution from the
consumer’s point of view.
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f) Learning from the complaint- As mentioned earlier, each complaint received is an
opportunity to learn and improve the service quality. Whatever be the solution offered
to satisfy the complaining consumer, it is henceforth important to ensure that the same
reason for a complain may not occur again. This may require training of the staff,
modification in the existing service delivery procedure, upgrading of the service
production and delivery system, improvement in the support system etc. Whatever be
the cause of the complaint should be looked into detail and all efforts should be
undertaken to avoid the occurrence of a consumer complaint again due to the same
reason.
13.6

SERVICE FAILURES

Service failures refer to a condition when the consumer does not receive the services
as promised by the seller. Failures may just happen, and, these may happen in any
large or a small organisation. Service failures may occur when a consumer does not
get the delivery of the service as was promised during the service transaction; when
the delivery of the service is delayed or it is too slow to be delivered; the service may
not be able to deliver the core benefit due to which the service was sought to be
purchased at the first place; or the employees delivering the service or confronting the
consumer sounds rude or uncaring.
Whatever be the reason of service failure it leaves a negative experience and in turn a
negative image of the Service organization. Not all dissatisfied consumers may
complain to the organization about a service failure. Few dissatisfied consumers may
instead spread a negative word of mouth about the service by sharing their negative
experience amongst their social circles. On the contrary, there may be some consumers
who may prefer to take to the legal route to get them compensated for any service
failure. Therefore, it is extremely important to ensure no service failure should occur
in service delivery and if it does, it should be instantly recovered to please the
consumer. Any unattended service failure may result in causing consumer loss.
On the other hand, research suggests that an effectively solved consumer failure
experience of a consumer may help in building consumer satisfaction and consumer
loyalty and a positive impact of the service provider. It has been established through
various research studies that consumers who faced a service failure and were served
as per their expectations, were more satisfied and thus, more loyal towards the
organization. This concept as referred to as “Service Recovery Paradox”. The concept
of Recovery paradox suggests that usually a service failure will result in making the
consumer highly dissatisfied. However, if the service failure is recovered and the level
of service delivery is more than the expectations of the consumers, the consumer will
be highly satisfied. This once dissatisfied consumer is likely to be more loyal and
likely to repurchase the service and even highly likely to recommend it to others.
Let us discuss an example to understand this concept. You order food at a premium
self-service restaurant. On being served you find the food stale or may be unhygienic.
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You angrily complain to the manager. The manager courteously apologies and request
you to enjoy a fresh meal being served with few more delicacies added by manager’s
choice, that too, free of cost. How would you react, while leaving the restaurant? It is
very likely, you would be a happy consumer while leaving. It is also likely for you to
visit the restaurant again and say a friendly hello to the manager. This means that in
most of the service failures, if handled well, the consumer could be made loyal to the
service provider.
Let us assume another example, a customer books a hotel room online and on arrival
finds that the same is not available. In order to recover the front desk executive offers
him an upgraded room at no extra cost. This makes the customer not only happy but
more loyal to the hotel. You should not be surprised, if you find a service provider
deliberately planning a service failure and then thrilling the consumer with an over the
board service delivery and making him loyal.
The concept of Service Recovery Paradox is a complex process. Not all consumers
will forget the first bad experience of a service failure, even if they were served well
later. This can be explained considering a flight delay of three hours for a business
flyer. Even when he is looked after well during the delay, he may still not be very
pleased if he had to miss a meeting due to the flight delay. Further, for making a
consumer happy while he is complaining would require a very high level of service
quality. Moreover, fixing a complaint will require more time and money of the
executives. Added to all these would be the loud noise that the sulking consumer will
make influencing the perception of the other consumers in the proximity. Therefore,
it is important to ensure delivery quality service at the first time.
The service personnel must make sure that there is no cause for a service failure.
13.7

CONSUMER REACTION TO SERVICE FAILURES

In case of a service failure, the consumer may react in a number of ways. A dissatisfied
consumer may not take any action in the event of a service failure. If he chooses to
take some action it may be of various types.
a) Complain to the Service provider- In case of an action to be initiated by the
consumer, in the case of a service failure, the most frequent will be to reach up to the
authorities of the service provider and complain to them on the spot. This is an ideal
situation for the service provider to respond immediately and do the damage control.
This is the situation in which a higher level of service may satisfy the consumer and
avoid losing him and also control any negative word of mouth.
b) Spread negative word of mouth- There may be a consumer, who instead of
complaining about a service failure, chose to speak bad about the services to his friends
and peers, spreading a negative image of the Service provider. Such a situation is
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potentially very harmful for the service organization as the firm may not even get to
know the root cause of the problem yet face a hostile attitude towards its services.
c) Take no action but stop doing business with the service provider- There may be
few consumers who may not react following a service failure. They may not complain
or speak negative about the service provider. But they may decide never to do business
with the service provider again in future. Such a consumer remains silent and does not
speak about his negative experience either to the organisation or to the peers, and may
simply decide to switch to the competitive Brand. But the service provider looses him
as a consumer in future.
d) Consumer expectations- In case the service provider is not able to satisfy the
consumers as per the service delivery standards expected by the consumer, it is a case
of service failure. In such a situation, a dissatisfied consumer expects a decent apology
from the service personnel along with an attempt of delivering what was promised
with due personal attention. These expectations exist even when the consumer is not
verbally complaining.
13.8

SERVICE RECOVERY

Service Recovery refers to the attempt of the service provider to manage the service
failure causing dissatisfaction to the consumer and ensure quality service delivery.
Witnessing a service failure is a very frequent incident in most of the services due to
controllable or uncontrollable factors. However, handling such a failure so that the
customer is not lost is more crucial. It must be noted that a service recovery action
may be initiated not only after a consumer complaint but also by the service personnel
themselves, if they feel that they have failed at any level in offering the quality service.
13.9

ORGANISATION’S EXPECTED REACTION DURING SERVICE
FAILURE

In case of a complaint being made by the consumer for a service failure, the following
are the expected reactions from the service provider:
a) Courteous Confrontation- In the event of a complaint being made by the consumer
about a service failure, it is important that the service personnel acknowledges and
accepts the complaint in the most courteous and open manner. Any dissent or
unwillingness to accept the complaint may lead to a higher level of dissatisfaction
amongst the consumer who is already unhappy with the service.
The interaction with the consumer at the time of complaint should be made so warm
that the complaining consumer is convinced that the service provider is genuinely
interested in facilitating the aggrieved consumer on the issue of service failure. The
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words, the tone and the body language of the service personnel handling the consumer
plays an important role in pacifying the complaining consumer.
b) Procedure of Service Recovery- For the service provider it is important to seek the
details leading to the service failure in order to offer compensation to the consumer.
However, the procedure involved in recording the details of the service failure and the
steps involved in the offering of the service recovery should be simple and convenient
such that the consumer does not get irritated. If a complaining consumer has to follow
a complicated and a long process of filing a complaint and getting a compensation,
this may further add to his dissatisfaction with the service provider. On the other hand,
a swift and simple procedure would be useful in doing the damage control.
c) Fair Compensation- Once the service provider is convinced that there has been a
service failure, it should not only be quick in offering the compensation but should
also offer a compensation which is perceived as worth the inconvenience caused to
the consumer due to the service failure. For this, many a times service organizations
keep a policy ready for service recovery by laying down the principles according to
which the compensation may be offered to the consumers. Policies may be designed
keeping in mind the needs of the consumers, consumers past business transactions
with the company, extent of consumer inconvenience or damage due to service failure
and the financial burden on the organization. Often the consumer would expect an
apology, discount, credit or a refund in the event of a service failure. The service
provider must identify the consumer expectations and offer a recovery accordingly.
13.10 SUCCESS OF THE SERVICE RECOVERY
The success of Service failure recovery depends upon three broad factors- the
customer relationship and association with the service provider, the damage incurred
to the consumer due to the service failure and the perceived level of service quality
during the first time. Let us look at these two elements in some detail:
a) Customer Association with the Service firm- The reaction of a consumer to a
service failure is largely dependent upon the time since the consumer is dealing with
the organization. Often the service expectations of a new consumer is high as
compared to the one who has been dealing with the organisation since sometime.
A new consumer may be looking towards a good deal even in the service recovery
else will be quick to switch the service provider. Since, the older consumers had
already experienced the service quality, they may be easy to be pleased with eth
service recovery efforts due to personal interaction. Consumers who wish to continue
dealing with the organization in future would also have lower level of service
performance expectations. Service recovery in case of older consumers or in case of
consumers wishing to be associated with the organization in future will be easy to
satisfy during the service recovery. This is not to suggest that the service personnel
should not take the service recovery efforts of an older consumers on a priority, this
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only suggests that they would be easy to be convinced about the uncontrollable nature
of a service failure.
b) Damage caused due to Service Failure- While the service organization should
immediately spring into action of a service recovery to save a consumer from being
lost, the level of satisfaction of the consumer directly depends upon the harm done to
the consumer due to the service failure. As discussed above, if a consumer has missed
an important meeting or a Conference due to the flight delay with no reasonable
excuse, it may be difficult to offer him a convincing service recovery.
c) Quality of original Service- Another important aspect of success of service
recovery is the quality of the original service being offered. If the level of service
performance was really bad the first time, convincing a complaining consumer may
only make him less verbal but he may be lost for any future business interactions. This
is so because the consumer develops a negative attitude about the service performance
standards and thus may not be willing to give it another try and indulges in spreading
a bad word of mouth.
13.11 SERVICE RECOVERY MANAGEMENT
While there is no substitute of “doing it right the first time”, there should be a
mechanism in place for Service recovery in any event of service failure. Consider a
situation when you receive a cold soup after a long wait in a restaurant you visit the
first time. Will you be disappointed with the service? Surely Yes! Will you complain?
May be Yes.
Let us further assume that you complain to the service personnel about the cold soup,
who courteously takes it back for reheating but does not return back till another twenty
minutes. What would be your reaction now? Despite the attempt being made by the
serving personnel to recover the service failure, he may still not be able to satisfy you.
Hence, it is important not only to have a service recovery mechanism in place in a
service organization, but also to manage the recovery so efficiently that the one chance
that the service provider has of retaining the consumer is not lost. Here are some of
the important measures needed by the organization to have an effective Service
recovery plan:
a) Have a Feedback receiving desk- For a service manager to ensure that the service
is delivered right at the first time, it is important to be alert to any complaint being felt
by the consumer. For this, consumer feedback is one of the means. You might have
filled some short consumer feedback after being served at Hotels and restaurants like
KFC. There may be some locked boxes installed in the vicinity of the consumer to
drop in a complaint or any happy or sad experience. Often, the consumer support toll
free contact numbers or e-mails ids may also be widely publicized for the purpose of
soliciting eth consumer feedback. On receiving encouraging feedbacks, the service
manager would be able to assess strengths of service delivery and ensure that the
28

standards of performance are raised further. On evaluating the complaints from the
consumers, the service manager will have an opportunity to recover the service and
retain the current consumer and to identify the reasons leading to the service failure
and ensuring that the same service failure is not repeated in the service production and
delivery system.
b) Have a Swift Recovery Mechanism- The service manager must develop a quick
and simple system of service recovery. The service personnel should be appropriately
communicated about the process and duly trained in handling a service failure, quickly
and to the level of satisfaction of a complaining consumer. The service personnel must
be explained that they would have only one last opportunity to please and retain a
consumer in case of a service failure, which may be caused due to any factor. You
must have come across the Dominos scheme of getting the ordered pizza free if it is
not delivered at consumer’s ordered address within 30 minutes. Pizza Hut also ran a
scheme of “If it is not hot, you get it free” for the home delivered pizza.
These are the examples of service recovery mechanisms which have been used as
promotional tools by the service sellers.
13.12 KEY WORDS






Swift: happening quickly or promptly.
Substitute: a person or thing acting or serving in place of another.
Recovery: a return to a normal state of health, mind, or strength.
Apology: a regretful acknowledgement of an offence or failure.
Confrontation: a hostile or argumentative situation or meeting between opposing
parties. A confrontation with the legislature"
 Paradox: a seemingly absurd or contradictory statement or proposition which
when investigated may prove to be well founded or true.
13.13 LET US SUM UP
Every Service provider aims to serve the consumers with the best of their efforts and
satisfy them as per their expectations. However, there may be situations in which the
consumer is not able to satisfy his needs for which he is paying. There may also be a
dissatisfaction amongst the consumers if they do not receive what was promised to
them at the time of negotiations. Such a gap in the consumer’s perception and the
actual service delivery is known as Service Failures. Occurrence of a service failure is
not uncommon even in old and big service organizations. These may be due to human
or technical reasons, which may be controllable or sometimes uncontrollable. An
intelligent service provider always develops a mechanism to foresee such a service
failure and designs a service recovery mechanism to satisfy the consumer quickly and
efficiently so as to retain him. Service Recovery is an attempt by the Service provider
to satisfy the complaining consumer by compensating him with something that he
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values in the most courteous manner. Service personnel should be well trained to
handle a service failure and execute a Service Recovery plan to ensure that the
consumer is satisfied and retained.
13.14 MODEL QUESTIONS
1. “Occurrence of Complaints in Service delivery is indispensible.” Do you agree?
Why/ Why not?
2. Define Consumer Complaint with the help of an example.
3. What are the different behaviors reflected by dissatisfied consumers? Describe
with the help of an example.
4. Why is it important for an organization to receive a complaint?
5. Write a brief note on Consumer complaint handling procedure?
6. “A service failure is indispensable.” Do you agree? Why/ Why not?
7. Define Service Failure, with the help of an example.
8. What are the causes of Service Failures?
9. What is Recovery Paradox?
10. What are the common reactions of a consumer on witnessing a Service failure?
11. Define Service Recovery, with the help of an example.
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14.0

LEARNING OBJECTIVES

In this unit, you will learn:
 Meaning of Customer Relationship Management
 Importance of Customer Relationship Management
 Process of CRM
 Determinants of effective CRM
 CRM and application of Technology
 Implications of CRM on Service Managers
 Concept of Green Marketing
 How does Green Marketing works and real world example of Green Marketing
14.1

CUSTOMER RELATIONSHIP MANAGEMENT

A smart marketer knows that retaining an existing consumer is much economical and
more profitable than attracting a new customer. Also, a positive word of mouth from
an existing consumer to a potential consumer has more impact as compared to a paid
advertisement in the media. Thus a savvy marketer would like to work out to gain
consumer satisfaction and retention through any and every cost efficient strategy.
Thus, in simple terms, Customer relationship management (CRM) refers to the set of
all activities that an organisation undertake to reach out to its actual and potential
consumers through various means with a purpose of developing a personal touch or
relationship building with them. The aim of Customer Relationship Management is to
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increase organizational profitability in the long run by showing a personal concern
with the actual customers, potential customers, suppliers, society etc.
The term CRM was first coined during the decade of 1990s with the literal meaning
of managing relations with the customers. Gradually the term has become vast in scope
and incorporates the effective use of technology in managing such relationships which
may accrue long term profitability.
CRM activities are more than what any sales and marketing department does to please
its potential consumers. These are often disassociated with the sales and marketing
department and done before or after the purchase is being considered by a consumer.
Marketers can plan personalized messages to be sent to the consumers on their
birthday and anniversary, provide customized service to them, anticipating needs and
offering service over and above what may be expected by a consumer for the purpose
of delighting them.
Customer Relationship Management is a process of providing customized services to
its existing or prospective consumers and use the information generated for targeted
marketing efforts.
One of the most important reasons for taking up CRM activities is to attract new
consumers and retain the existing consumers for new sale as well as for a referral sale.
This aims to enhance the profitability by developing a positive Brand image in the
market. These days, technology is increasingly being used to offer a variety of plans
and activities to attract and retain the consumers. From a consumer’s point of view,
this special and customise treatment from the company is a treat. However, from the
organizational point of view it is an expensive and time consuming task. Therefore,
the organizations need to plan the customer relations in such a way that a balance is
struck between the nurturing of consumer needs and the cost to the company for plan
and delivering such services. For this purpose, marketers grow relationships by
making all the consumers feel that they are getting quality services and in the process
target the most profitable consumers and concentrate their marketing efforts in serving
them.
CRM is a set of strategies and action plans that an organization undertakes to develop
and maintain a relationship with the most valuable assets i.e. customers, with the aim
of building preference for the marketer thereby improving long term profitability of
the firm as a result of this association. Due to the advantages, many organizations rush
to adopt the CRM programme. They also commit a handsome amount of budget in the
same yet may not reap the desired benefits due to lack of a clear vision and roadmap
of the implemented programme. For a successful CRM it is important to build “deeper
relationships with valuable customers” instead targeting anyone and everyone.
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14.2

PROCESS OF CRM

a) Identifying the valuable consumers
The first and the most important step in developing a CRM programme is identifying
those consumers who are most valuable to the organization. Valuable consumers
means those actual or potential consumers who may give a big business themselves to
the organization or who may provide a strong referral sale to the marketer. A new
phrase in the Service industry is “Customer data is as important as financial data”. It
is important to identify such segment of the consumers so that the CRM programme
may be initiated towards them for a more receptive attention and action.
For example, a beauty clinic owner wants to build customer relations with some of her
customers, she may like to first generate a list of those clients who have been a frequent
visitor to the parlour. It is important to note that she may use a computer programme
to identify the frequently visiting clients from her daily appointment schedule, which
is a use of technology; or may do so manually from a register that is being maintained;
or may make a random recall of the clients and thus develop a list.
b) Designing a CRM Vision
Having identified the valuable customers, the next step in CRM is to design a suitable
CRM activity to please these customers. The marketer must identify the attributes
which a consumer may perceive as useful for them as well as for the organisation. The
activity should be such that is considered as worth for the customers to bond with the
organisation and at the same time not exert high financial burden on the marketer.
In the above example, if the beauty clinic owner wants to please her customers, she
may either offer them some gift voucher or a concession on subsequent services or
may even plan a fitness session. The choice of any of the three options will rest what
is it that the consumers will like to receive and secondly whether it is affordable for
the marketer. Giving a discount is anytime less burdensome for the marketer as
compared to planning a fitness session, which will include a lot of cost in inviting and
arranging the session along with the payment to the trainer.
c) Restructuring
In the pursuit of developing strong customer relations, sometimes, service
organizations may even need to restructure their hierarchical structure to suit the needs
of its few but important customers. The service provider may like to adapt the
organizational structure to smoothen the building of customer relations. For example,
a big professional service firm like an Advertising agency or a Chartered accountant
firm may prefer to modify its existing Line and Staff organizational structure and may
rather customize itself as a team structure to cater to the needs of big customers. Such
teams may consist of personnel drawn from different backgrounds to offer a basket of
varied skills and backgrounds.
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d) Follow up of CRM initiatives
Having organized and successfully conducted a CRM action plan is not the end of the
process. What is important now is to have a regular follow up of the initiative being
taken up. The customers should not feel that once contacted, the marketer is not
bothered about them anymore.
Hence, what is more important than starting a CRM programme is to consistently
maintain the same with the same vigour. For example, if a Service Marketer intends
to start the practice of wishing the customers on their birthday and anniversary, it must
make sure that it is done every year. Having done it the first year and not wishing the
next year will leave a negative impression as the customers might feel that since the
company is doing good business now, it is not concerned about the existing customers.
e) Meeting enhanced service expectations
Every service marketer wants its CRM action plan to leave its positive image amongst
the existing and potential consumers. If designed and executed efficiently it might as
well result in a higher Brand perception of the organization. However, having built
personal relationships and customized services for the consumers, it is extremely
important to ensure a higher quality service in future, to meet the enhanced service
expectations as a result of CRM activities. If the service delivery after the successful
execution of CRM activities is not of higher quality measure, the entire CRM
programme may not only go waste it may even back fire with negative word of mouth.
f) Measuring the CRM program
As discussed, there is a cost involved in the designing and implementation of a CRM
program. Hence, it is imperative for the service organisation to check the return on
investment (ROI) of the CRM action plan. Often, the reason for taking up a CRM
initiative is to be able to assess the cost– benefit analysis of certain customer related
promotional programmes of the organization. If an organization fails to identify the
ROI for any of its program it may end up wasting its resources and not being able to
achieve the profitability which is the key objective behind implementing a CRM
program. There may even be individual customer cost analysis for checking customer
profitability while measuring the CRM program cost effectiveness. The financial
benefits of a CRM plan can be calculated through increased business of a customer
himself, or through his referrals or through co-creating or co-marketing the service.
Measurements also facilitate the organisations in taking a decision about how much
promotional budget to be allocated for designing a message for developing relations
with the existing consumers and how much should be earmarked for the purpose of
attracting new customers.
g) Redefining the CRM Vision
Many a times as a service marketer evolves a CRM program and is successful, he may
intend to redefine a higher service level and thus design a new CRM program with a
redefined Vision. For example, a Bank may initiate a CRM program by developing an
Information system of every customer. For this the manual data registers were
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transferred online for getting one click information about the profile of the account
holder along with his photograph and signatures and the account details. However,
with due course of time, the Bank moves ahead and implements a system of retrieving
a customer’s detailed transactions in saving and current account, ATM and credit card
or debit card transaction, his loan or insurance policy details, fixed deposits and locker
facility etc. While this process of moving ahead with the information system may
sound simple, it may actually take a long period in building a databank for a big service
organization with multiple products on offer.
14.3

DETERMINANTS OF EFFECTIVE CRM

For any CRM plan to be successful it is important to identify the capabilities of the
service organization to be able to deliver what it intends to design. The most important
capabilities crucial in the implementation of the CRM programme are:
a) Technology
The means to deliver an efficient CRM system in modern times is through the
organisation’s technical capabilities. The technical capabilities that support the CRM
activities can help the organization to take the full advantage of the CRM plan. With
the advent of computers and Internet, a number of activities can be done in a better
and efficient manner than before. We shall discuss the role of technology in effective
CRM program in a subsequent section.
b) People
People here refer to the Human resources of a service organization. In the absence of
any tangible thing being on offer, the HR plays the most critical role in designing,
communicating and implementing the CRM plan. The skills, capabilities and attitude
of the HR responsible for executing the CRM plan is a major determinant in the
success or otherwise of the organizational CRM.
c) Process
The designing of the CRM incorporates the process of developing relationship with
the customers for the purpose of building positive Brand image. This process also is
one of the key components of determining the receptiveness customers show in
favouring the CRM initiative. Let us assume that an organization expects to build a
database of its existing customers for the purpose of designing some CRM activities.
For this purpose, it has started generating personal databank of all the individual
customers by administering a long questionnaire to them. For filling this long
questionnaire, the customers may not be really interested in sparing 10 minutes. Thus,
while the vision of the organization is very clear and appreciable, the process adopted
for the same is such that the consumers may not be willing to cooperate.
d) Knowledge
This is one of the most useful components of making a CRM program successful in
accomplishing its vision. Knowledge here refers to the valuable details of an individual
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customer which may play a crucial role in designing and delivering a CRM plan. The
approach used to gather such information and putting this valuable information to
good use may deepen the customer relationship of may offend a customer.
14.4

CRM AND APPLICATION OF TECHNOLOGY

Technology has come as a saving grace for the service marketers who intend to
develop strong Customer relations. There are a number of ways in which technology
can be useful in developing Customer Relations.
a) Identify Valuable customers
With the help of computers, it may be convenient to identify the most valuable
customers for a service organization either in terms of frequency of doing business or
in terms of value of the business transacted. Digging out data manually may not be
feasible for a large organization with a wide consumer base. Herein the technology
can make screening of data convenient.
b) Setting reminders
Discussing about the previous example of wishing the consumers on birthdays etc., a
software programmed accordingly can facilitate the concerned executive in reminding
about the dates to execute the desired action. Additionally, there could be reminders
set for the due dates for service of consumer vehicle, or dates for clearing of any
interest dues or insurance policy premiums etc.
c) Automated messages
Sending personalized short message texting and e-mails may be conveniently done
through computers, especially for bulk messaging.
d) Queuing
Technology can be used for the purpose of queuing the customers for the service
delivery.
e) Online Customer interaction
Internet has come as a boon for the service industry. Interacting with the consumers,
offering 24*7 customer support service, offering tracking of service deliver flow status
etc all can be conveniently done with the use of Internet. The interacting executive can
quickly lay his hands upon the service history of the customer along with his past and
current billing which can facilitate the query handling of routine nature. Assuming that
a mobile phone subscriber contacts a customer care executive to enquire about the
reason for balance deduction of his pre-paid sim card, the executive.
f) Identifying the consumers
While interacting with the consumers, with the help of technology, the consumers
history can be retrieved while addressing his concern. This makes the customer
positive about the efficiency of the service delivery. For instance, assume that you are
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giving a food order to Pizza Hut on phone. Having given your identification through
a registered contact number, the tele-executive can instantly greet you with your name
and identify your address with the landmark. This is a way to save time of order taking
by not requiring the consumer to repeat his address and also a means to develop a
personalized interaction with the consumers by calling him by his name.
14.5

CRM IMPLICATIONS FOR THE SERVICE MARKETERS

While it may be a convincing argument to offer an effective CRM program for the
long term profitability of the organization, there may be more than only money needed
to bring about the changes in the service organization. The most important is the
commitment of the top level management to initiate and sustain a CRM program.
Besides the monetary part, the service marketer may need to take on add on
responsibilities for the purpose of sustaining a CRM initiative. Some of these new
roles and responsibilities related to the designing and implementing of the CRM for a
long term include the following:
 Developing a Vision to guide the CRM strategies and tactics in real time and
redefining the Vision, once accomplished.
 Collection of complete customer related data at a single location with an easy
and customized retrieval process.
 Providing the necessary funds and organisational resources including
technology for an effective development and implementation of the CRM plan.
 Taking the opinion of the front desk service personnel for the designing of the
CRM plan, since they are the ones who are most frequently in touch with the
customers and may be able to provide valuable insights into the customers
perceived valuable variables .
 Establishing quantifiable performance standards related to CRM for the HR
with the purpose of aligning their actual performance with the vision of the
CRM program. There may be an individual or a group reward or incentive for
meeting these performance standards for motivating the employees of the
CRM team.
 Communicating and training the organizational HR in the vision of CRM and
the means to deliver the same before putting the plan into practice.
 Regular evaluation and monitoring of the CRM plan to ensure it is being
delivered with the same intentions with which the programme was initially
designed.
14.6

CONCEPT OF GREEN MARKETING

Green marketing refers to the practice of developing and advertising products based
on their real or perceived environmental sustainability.
Examples of green marketing include advertising the reduced emissions associated
with a product’s manufacturing process, or the use of post-consumer recycled
37

materials for a product's packaging. Some companies also may market themselves as
being environmentally-conscious companies by donating a portion of their sales
proceeds to environmental initiatives, such as tree planting.
When a company’s green marketing activities are not substantiated by significant
investments or operational changes, they may be criticized for false or misleading
advertising. This practice is also sometimes referred to as green washing.

14.7

HOW GREEN MARKETING WORKS

Green marketing is one component of a broader movement toward socially and
environmentally conscious business practices. Increasingly, consumers have come to
expect companies to demonstrate their commitment to improving their operations
alongside various environmental, social, and governance (ESG) criteria. To that end,
many companies will distribute social impact statements on an ongoing basis, in which
they periodically self-report on their progress toward these goals.
Typical examples of ESG-related improvements include the reduction of carbon
emissions involved in a company’s operations, the maintenance of high labor
standards both domestically and throughout international supply chains, and
philanthropic programs designed to support the communities in which the company
operates. Although green marketing refers specifically to environmental initiatives,
these efforts are increasingly presented alongside social and corporate governance
policies as well.
There are many incentives for companies that choose to engage in green marketing.
To begin with, a companies’ perceived commitment to environmental causes is an
increasingly important factor influencing many consumers' spending habits. The 2014
Nielsen Global Survey on Corporate Responsibility, for example, found that roughly
55% of consumers were willing to accept higher prices from companies deemed to
have a positive social and environmental impact—a 10% increase from the previous
survey in 2011. In some regions, such as Asia, Latin America, and the Middle East,
this attitude was even more common, shared by roughly 65% of respondents in 2014.
14.8

REAL WORLD EXAMPLE OF GREEN MARKETING

Starbucks (SBUX) is often cited as a leader in green marketing practices. The
company has invested heavily in various social and environmental initiatives in recent
years. For example, in its 2019 Global Social Impact Report, Starbucks reported that
it had committed over one hundred million dollars to the development of renewable
energy sources. The company now purchases enough renewable energy to power all
of its company-operated stores throughout North America and the U.K.
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Similarly, the company has made investments in social impact projects through
initiatives such as the Starbucks College Achievement Plan. Through this project,
many U.S.-based Starbucks employees who work more than 20 hours a week on
average are eligible to receive fully-paid tuition to the online undergraduate degree
program offered by Arizona State University. This project, as well as similar
commitments in areas related to the employment of veterans, have formed an
important part of Starbucks’ green marketing initiatives.
From an investor's point-of-view, these kinds of green marketing initiatives can prove
essential in building and maintaining a valuable brand, particularly for consumerfacing companies such as Starbucks. However, some critics argue that green marketing
can exacerbate the existing advantages of larger companies at the expense of their
small or mid-sized competitors. After all, implementing robust social or environmental
programs often involves additional overhead costs. For large companies, these costs
can easily be borne and may even form part of the company’s existing marketing
budget. For smaller companies, however, the addition of these costs may significantly
impair the profitability or viability of the business.
14.9

KEY WORDS

 Landmark: an event or discovery marking an important stage or turning point in
something.
 Commitment: an engagement or obligation that restricts freedom of action.
 Implementation: the process of putting a decision or plan into effect; execution.
 Sustain: strengthen or support physically or mentally.
 Interaction: communication or direct involvement with someone or something.
 Corporate Social Responsibility: Corporate social responsibility (CSR) is a
company's commitment to manage the social, environmental and economic
effects of its operations responsibly and in line with public expectations.
14.10 LET US SUM UP
Customer Relationship Management comprises of all systematic interactions which a
service provider has with the actual or potential consumer for the purpose of nurturing
personalized relationships and offering customized services for winning the trust and
business from the customer. The purpose of all such activities is to complement the
sales and marketing department activities with the aim to achieve long term
profitability. For the purpose of implementing a CRM program, the commitment of
the top level management is essential as the program will require commitment of
limited resources of the service organization including funds and employees. The
process of designing a CRM plan commences with the development of a CRM vision
followed by its communication to the entire organization for its strict adherence. If
required necessary training may also be imparted to the employees engaged in carrying
out the CRM activities especially with regard to their attitude and mannerism in
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carrying out these designated program. Sometimes, the organization may be required
to bring some changes in its organizational structure to suit the implementation of the
CRM vision. Once achieved, the Vision may have to be redefined. The most important
determinants of an effective CRM plan are technology, People, processes and
knowledge about the consumers. Implementation of the CRM program may have long
lasting implications on the roles and responsibilities of the Service managers.
Green marketing describes a company's efforts to advertise the environmental
sustainability of its business practices. The emergence of a consumer population that
is becoming increasingly concerned with environmental and social factors has led to
green marketing becoming an important component of corporate public relations. One
criticism of green marketing practices is that they tend to favor large corporations that
can absorb the additional costs entailed by these programs.
14.11 MODEL QUESTIONS
1.
2.
3.
4.
5.
6.
7.
8.
9.

“CRM, is a broad term that covers concepts used by companies to manage their
relationships with customers.” Do you agree? Why/ Why not?
Define CRM in Service firms, with the help of an example.
Differentiate between original and modern CRM outlook? Describe with the help
of an example.
Is spending money in building relationships with customer’s worth?
What do you understand by CRM Vision and redefining CRM Vision?
How is it possible to identify valuable service customers? Explain with the help
of an example.
What is the need of Restructuring while implementing CRM in service firms?
How can the CRM program be measured?
Explain Green Marketing with the help of a real world example.
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15.0

LEARNING OBJECTIVES

After going through this unit, you will be able to:
 discuss the fundamental concepts of rural marketing
 learn about the phased evolution of rural marketing in India
 explore rural marketing model to explain the rural marketing process
 comprehend the nature and characteristics of the rural market
 explain the challenges and the opportunities of the rural market
 State the trends in Service Marketing
15.1

RURAL MARKETING

In a large economy like India’s, rural marketing has emerged as an important and
distinct internal sub-division within the marketing discipline. This sub-division clearly
highlights the differences between rural marketing and mainstream marketing.
15.2

CONCEPT OF RURAL MARKETING

The definition of rural marketing based on flows between rural and urban locations
presumes defining the rural area.
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Collin’s Cobuild Dictionary (2001) describes the word rural as “places far away from
towns or cities”. The definition of rural market that is used by the Census of India
(2001) as it has advantages of relevance, simplicity and measurability. Rural is defined
as that which is not Urban. And, Urban means:
 all locations with a municipality/corporation, cantonment board or a notified town
area;
 all other locations satisfying all of the following criteria:
a. a minimum population of 5,000;
b. at least 75 percent of the male workforce engaged in non-agricultural
activities; and
c. a population density of over 400 per sq. km.
The term ‘rural marketing’ which was earlier used as an umbrella term to refer to all
commercial transactions of rural people, acquired a separate meaning of great
significance in 1990s. Prior to mid1960s, rural marketing referred to marketing of rural
goods and services in rural and urban areas and agricultural inputs in rural markets. It
was considered synonymous to “Agricultural Marketing”.
During the period from mid 1960s to mid 1990s, the marketing of rural products
received considerable attention in the general marketing framework. The formation of
bodies like KVIC, GCC, APCO Fabrics and the increasing importance given by
government to promote and market these products contributed to the upsurge of these
products. After mid 1990s, rural marketing represented the emergent distinct activity
of attracting and serving rural markets to fulfil the needs and wants of individuals,
households and occupations of rural people. In 21st Century, the corporate world has
finally realized that quick-fix solutions and piecemeal approaches will deliver only
limited results in the rural market. A long-term commitment with the rural market is
needed on the part of the organizations to explore the existing potential of this market.
At the same time the focus of the marketer should not be limited to just selling product
and services, rather they should set an aim at creating an environment for this to
happen.
15.2.1 Phased Evolution of Rural Marketing
Rural marketing as it exists today is a result of evolution over many decades. Different
patterns of flow of goods and services were dominating the rural marketing spectrum
at different times. These time spans were long enough to be called as different phases,
which are described below:
(i)
Phase I (before 1960): Rural marketing referred to selling of rural products in
rural and urban areas and agricultural inputs in rural markets. Phase I was
treated as synonymous to ‘agricultural marketing’.
(ii) Phase II (1960 to 1990): In this era, green revolution resulted from scientific
farming and transferred many of the poor villages into prosperous business
centres. As a result, the demand for agricultural inputs went up especially in
terms of wheat and paddies. During these period, marketing of agricultural
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(iii)

(iv)

inputs took the importance. In phase II, rural marketing represented marketing
of agricultural in rural markets and marketing of rural produce in urban areas.
Phase III (post-liberalization period of the 20th century): In this phase, rural
marketing represented the emerging, distinct activity of attracting and serving
rural markets to fulfil the needs and wants of rural households, people and their
occupations.
Phase IV (21st century): In this phase, the corporate world realized that to tap
the real potential of the rural market, it needs to make a long-term commitment
with this market. Its approach and strategies must not focus on just selling
products and services, but they should also aim at creating an environment for
this to happen.

This approach has been demonstrated successfully by HUL’s Project Shakti, ITC’s echoupal, AMARON Batteries’ Amaragaon campaign, etc.
As a result of the above analysis, we are in a position to define rural marketing in the
following words : “Rural marketing can be seen as a function which manages all those
activities involved in assessing, stimulating and converting the purchasing power into
an effective demand for specific products and services, and moving them to the people
in rural area to create satisfaction and a standard of living for them and thereby
achieves the goals of the organization”.
15.2.2 Rural Marketing Model
The Rural Marketing Model (Fig. 5.1) describes a step-by-step process of execution
of a rural marketing effort. This model has certain nuances, which need to be
understood to attain success in the rural market.
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The different steps for implementation of the rural marketing model are described
below:
(i) Segmentation
A key factor for the rural market is that it is a distinct and unique market. Each of these
markets has rural consumers with quite different lifestyles, socio-cultural, economic
and demographic backgrounds. Therefore, the first step for implementing any rural
marketing effort is to segment the rural market on the basis of select parameters that
influence the demand for certain product categories.
(ii) Lifestyle Analysis
An organization planning to serve the rural market has to develop an understanding of
the lifestyle of the consumers in different rural market segments. Lifestyle analysis is
important because it broadly defines and prioritises the consumer needs in a market
segment. In some cases, it may not be the buying capacity but the lifestyle of the
consumers that influences the demand for a given product.
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(iii) Profiling of Rural Consumer
The lifestyle analysis enables a business organization to develop a generic profile of
the consumers in a rural market segment. This profile should be considered while
designing or modifying the marketing mix for that market. Here the regional and local
organizations are in an advantageous position as they are fully aware of the consumers’
profile in a rural market segment, and they can design an appropriate marketing mix
to make a mark in that segment.
(iv) Need Profile
Analysis of the generic profile of the consumers of a rural area or market segment
helps business organizations identify the needs of those consumers in general terms.
A marketer can then translate these broadly defined needs in more specific terms, from
the perspective of different product categories.
(v) Selection of Target Market
After undertaking the above steps, a business organization can judge whether it could
serve the needs of a particular market segment effectively and efficiently with its
present market strategy or modifies marketing mix. Once the organization finds
compatibility between the consumer needs and its marketing mix in a rural market
segment, then that segment can be identified and selected as its target market.
(vi) Designing/ Modifying Marketing Mix
An organization needs to consider modifications in different elements of its marketing
mix to serve highly heterogeneous rural market in India. Organizations may vary the
promotional campaigns or packaging across different territories to adapt to variations
in tastes and preferences of the consumers.
(vii) Implementation
Implementation is a major problem in rural marketing. Serving such a huge, widely
scattered and highly heterogeneous territory could be a huge task for any organization.
Rural marketing plans cannot be implemented with an urban mindset. Therefore, an
organization needs to make a comprehensive effort and ruralize its strategy in a real
sense to make significant inroads in the rural market. To have a meaningful success in
the rural market an organization has to be as passionate in implementation as it is in
planning.
(viii) Control
The rural picture is undergoing transformation at a faster speed. Organizations striving
to achieve success in the rural market need to constantly research the developments in
rural territories.
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15.3

NATURE AND CHARACTERISTICS OF THE RURAL MARKET

The characteristics of the rural market not only make it different from the urban market
but also justify its study as a distinct discipline. These characteristics are discussed
below:
(i) Large and Scattered Market
India’s rural market is large and scattered in the sense that it consists of nearly 75
crores rural consumers who live in approximately 6, 38, 365 villages spread over 32
lakh square kilometer area. Nearly 1, 45,098 villages, or 23% of the total number of
villages in India, have population less than 200; and another 21% have population
between 200 and 500.
(ii) Heterogeneous market
The rural market is not a homogeneous one. More than 20,000 ethnic groups are
present in rural India, and this poses a formidable challenge to the marketer. There are
approximately 24 languages and 1,642 dialects, and the dialect varies every 100 km
or so, making it extremely difficult to develop a uniform promotional message.
(iii) Income from Agriculture
Nearly 55% of rural income comes from the agriculture sector, hence rural prosperity
depends to a great extent on agricultural prosperity. However, the recent past has
witnessed a gradual reduction in the sole dependence on agriculture, as other sectors
have started playing significant role in the rural economy.
(iv) Standard of Living
Over 70% of the rural population is employed in small-scale agricultural and related
occupations. This dependence on agriculture and natural factors has led to an acute
seasonality and presence of high change element in income receipts in rural areas. This
unreliability factor in case of rural income makes the rural consumers extremely
conscious in their purchase behaviour as they are not confident about their future
earnings.
(v) Infrastructural Facilities
The infrastructural facilities like roads, warehouses, communication system, and
financial facilities are insufficient in rural areas. Infrastructure or its inadequacy is the
single most important factor that distinguishes urban and rural markets. Promotion and
physical distribution thus become very difficult in the rural terrain because of
inadequate infrastructural facilities.
15.4

OPPORTUNITIES OF THE RURAL MARKET

Recent years have seen rural markets emerging as an important growth engine in the
India consumption story. With 70 per cent of India’s population living in more than 6
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lakh villages spread over 32 lakh square kilometres, they present a significant market
opportunity. In fact despite rising urbanization, 63% of India’s population will
continue to live in the rural areas even in 2025.
The business environment in rural market is improving, thanks to better infrastructure
and the growing number of consumers who are earning more and are buying products
and services that support their aspirations. The confidence of these forces is driving
the rural market. For many businesses, in today’s volatile business environment,
India’s rural markets hold the key to future growth. Companies that recognize this
enormous opportunity are stepping up efforts to gain a strong foothold in these
markets.
There are quite a few reasons for the growing interest in rural markets. Their vast
untapped potential, increasing income and purchasing power, improved accessibility
and the increasing competition in urban markets make rural markets an attractive
destination for organizations.
(i) Untapped Potential
The Indian rural market, with its vast size and demand base, offers ample opportunities
to companies. The size of the rural economy in 2012-13 has been estimated at Rs 16
trillion (NSSO data). As mentioned earlier rural India accounts for 70 percent of
India’s population, 48 percent of national income, 56 percent of the total expenditure
and one-third of total savings.
More than 800 million people live in villages equaling 12% of the globe’s population.
Since most companies are since in the early stages of rural market development,
therefore it is still unexplored to a great extent and thereby offers plethora of
opportunities to marketers. Nearly 42 percent of rural households owned a television
in 2009-2010, up from 26 percent five years earlier. Similarly, 14 percent of rural
households had a two-wheeler in 2009-2010, twice the penetration during 2004-2005.
To have some idea of the potential of the rural market, we can consider the following
facts:
 Rural FMCG market accounts for 40 percent of the overall FMCG market in
India, in revenue terms.
 Dabur generates over 40-45 percent of its domestic revenue from rural sales.
 LIC sells 50% of its policies in rural India.
(ii) Rising Rural Prosperity
Rural India accounts for about 50 percent of India’s GDP. Per capita rural GDP has
also experienced strong improvement over the last few years. Since 2000, it has grown
faster than per capita urban GDP. As incomes rise, rural consumption shifts from
necessities to discretionary goods and lifestyle products.
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As a result of the growing affluence, fuelled by good monsoon and the increase in
agricultural output, rural India has a large consuming class with 41% of India’s middle
class and 58% of total disposable income.
With increase in per capita income due to use of superior quality of seeds and
fertilizers and also due to the fact that there are a lot of rural schemes introduced by
the government of India for the rural population the standard of living has improved.
The income of a large proportion of the population that resides in rural areas but which
drives down to urban areas, also acts as a multiplier when one aggregates the income
in the two markets. According to NCAER, the percentage of very poor families in
rural India ( having an annual income of Rs.16,000 or less) had fallen from 61.4% in
194-95 to just less than 25% in 2006-07.
(iii) Less Reliance on Agriculture and Monsoon
Agriculture now contributes 18% of India’s economy from as high as 50% in the
1950s. A third of more than 900,000 farming households in the country depend on
agriculture only for supplementary income, amounting to less than half of their
monthly expenses, according to a survey released by the statistics ministry in
December.
There was a time when market predictions were made on the basis of the state of the
monsoon but this trend has changed over the years. There is a significant non-farming
sector, which generates almost 45 percent of the rural wealth. Corporate India has also
come a long way to live with the uncertainty of monsoon.
(iv) Increasing Rural Consumption
Nowhere is this phenomenon more evident than in India. From 2009 to 2012, spending
by India’s 800+ million rural residents reached $69 billion, some 25% more than their
urban counterparts spent over the same period.
And projected growth rates are simply astounding: According to recent Nielsen
estimates, consumption in rural areas is growing at 1.5 times the rate in urban areas,
and today’s $12 billion consumer goods market in rural India is expected to hit $100
billion by 2025.It is the surge in rural consumption that that has made the rural market
so attractive to the corporate. Without the surge in rural consumption, their sales in the
rural market would not have been materialized. Not only has rural consumption grown
substantially in recent years, but has also outplaced the urban consumption. In the two
years between 2009-10 and 2011-12, spending on goods and services by rural India at
Rs.3.75 lakh crore was much higher than the urban spending (Rs.2.99 lakh crore). In
growth rate of spending too, rural India was ahead of urban. The growth rate in the
two-year period was 19 percent for rural India while it was 17 percent for urban India.
As per the data from the CSO, the monthly per capita rural consumption rose 18
percent in real terms in 2011-12 to Rs.707.24 from Rs.599 in 2009- 10 (at 2004-05
prices). According to Nielson more than 80 percent of FMCG products are growing
faster in rural market than in urban.
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(v) Large Population
Out of the total of 1210.2 million population in India, the size of rural population is
833.1 million (or 68.84% of the total population) and urban population 377.1 million
(or 31.16%). During 2001-2011 the population of the country increased by 181.4
million and the growth of rural population has been 12.18%.
(vi) Rural Marketing Efforts
Many corporations are recognizing this enormous opportunity and stepping up efforts
to gain a strong foothold in India’s rural markets. But they are meeting with mixed
results. An undeveloped transportation infrastructure, unreliable telecommunications
and electricity services, inadequate distribution networks, and widely dispersed
consumers make it costly to establish a profitable presence at scale. And finding
partners to help identify, sell to, and service rural customers is also difficult. The
growing number of companies is realizing the importance of the rural markets. To tap
the rural markets, the marketing efforts of these organizations are becoming more
aggressive day by day. Companies are coming up with innovative models to make the
products reach the rural consumers. The increased penetration is one of the major
reasons for the development of the rural market. India’s rural markets present
opportunities that companies seeking to become high-performance businesses cannot
afford to ignore. But the size and scale of those markets have been offset by concerns
about the profitability of these markets and the durability of rural demand.
15.5

CHALLENGES OF THE RURAL MARKET

The growth opportunities in India’s rural markets are significant. To capitalize on
them, however, businesses must overcome significant sales and distribution barriers.
There are vast differences between rural and urban markets, including infrastructure,
business and social structure, market size and consumer behaviour. Today, when
companies are seriously considering of putting in efforts to tap the rural market, the
challenges experienced by them can be classified into three major categories –
reaching, acquiring and retaining rural customers.
(i) Reaching Rural Customers
Rural markets are geographically dispersed and lack adequate physical and social
infrastructure. As a result, the distribution of goods and services to and from villages
is extremely difficult and costly. Even today, when it comes to going rural, “high costto-serve the rural markets” is the number one challenge. The deficits in rural market
infrastructure and lack of established supply chain networks adversely affect the
service as well as the cost aspect. One of the greatest challenges for rural marketers
lies in reaching out to the remotest destinations and having a number of vendors at the
retailing end.
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(ii) Acquiring Rural Customers
Today’s rural consumers are better connected and more aware of products and services
than many businesses realize. To acquire these consumers, businesses need to develop
compelling value propositions.
As rural consumers become more demanding, companies should meet those
requirements with better products and skilled sales people. The challenge these sales
professionals face is to understand rural customers’ needs know how to appeal to their
aspirations and motivations. However, finding qualified sales staff is a major hurdle
in rural markets.
(iii) Retaining Rural Customers
With increasing rural competition and high costs to-serve, customer retention is
emerging as a major challenge. High customer acquisition costs make it imperative
for companies to increase customer retention in order to scale operations profitably.
To boost retention, companies must provide satisfying experiences across the
customer lifecycle and generate positive word of mouth.
However, providing reliable and consistent after-sales service and optimizing the costs
of a high-quality experience remain major obstacles. The wide geographic dispersion
of a small number of customers drives high sales-service costs, and many businesses
cannot provide a dedicated after-sales service network. Also, rural markets have
limited data on consumer demographics, behaviours, preferences and perceptions,
which effect in sales planning. Moreover, poor connectivity prevents companies from
easily acquiring real-time and reliable sales data. That makes it difficult for them to
monitor and measure key performance indicators including the number customers lost
or gained.
Though the rural market offers a big attraction to the marketers, it is not easy to enter
the market and take a sizeable share in a short time.Some of the other barriers in
exploring rural markets are as follows:
 Low literacy levels of the rural population
 Traditional lifestyle
 Backwardness of the rural masses
 Variation in languages and dialects
 Seasonality of demand
 Banking and credit problems
Therefore, it can be easily understood that challenges in rural markets are huge and
many. Companies need to design a right marketing mix to crack open the potential of
the rural market.

50

15.6

AN OVERVIEW OF INDIAN RURAL MARKET

The rural market is transforming year after year, and it would be quite inappropriate
to approach with a mindset about its past image. Rural consumers are particularly
aspiring or striving to purchase branded, high quality products. Consequently,
businesses in India are optimistic about growth of the country’s rural consumer
markets, which is expected to be faster than urban consumer markets. The better
networking among rural consumers and their tendency to proactively seek information
via various sources to be better informed while making purchase decisions.
Importantly, the wider reach of media and telecommunication services has provided
information to India’s rural consumers and is influencing their purchase decisions.
Rural consumers in India are evolving towards a broader notion of value provided by
products and services which involves aspects of price combined with utility, aesthetics
and features, and not just low prices.
The hinterlands in India consist of about 6, 38,365 villages. These villages are
inhabited by about 850 million consumers making up for 70 percent of population and
contributing around half of the country’s Gross Domestic Product (GDP).
Consumption patterns in these rural areas are gradually changing to increasingly
resemble the consumption pattern of urban areas. Some of India’s largest consumer
companies serve one-third of their consumers from rural India. Owing to a favourable
changing consumption trend as well as the potential size of the market, rural India
provides a large and attractive investment opportunity to private companies.
Market size
India’s per capita GDP in rural regions has grown at a Compound Annual Growth Rate
(CAGR) of 6.2 per cent since 2000. The Fast Moving Consumer Goods (FMCG)
sector in rural and semi-urban India is expected to cross US$ 20 billion mark by 2018
and reach US$ 100 billion by 2025.
Recent Developments
Following are some of the major investments and developments in the Indian rural
sector.
 India’s unemployment rate has declined to 4.8 per cent in 2017 compared to
9.5 per cent in 2016, as a result of the Government’s increased focus towards
rural jobs and the Mahatma Gandhi National Rural Employment Guarantee
Act (MGNREGA) scheme.
 The Ministry of Rural Development is expecting to achieve its annual targeted
length of 48,812 kilometers of rural roads by March 31, 2017 under the
Pradhan Mantri Gram Sadak Yojana (PMGSY), which has reached a
completion stage of 67.53 per cent (32,963 kms) as on January 27, 2017.
 The National Bank for Agriculture and Rural Development (NABARD) plans
to provide around 200,000 point-of-sale (PoS) machines in 100,000 villages
and distribute RuPay cards to over 34 million farmers across India, to enable
farmers to undertake cashless transactions.
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Magma Fincorp, a Kolkata-based non-banking finance company (NBFC)
plans to expand its operations in South India, with specific focus on rural and
semi-urban markets to help the company grow rapidly.
Bharti Airtel is applying for a payments bank licence and has involved Kotak
Mahindra Bank as a potential investor in the venture, in a bid to tap significant
revenue opportunities from the Reserve Bank of India’s financial inclusion
initiative. Payments banks are meant to fan out into the rural, remote areas of
the country, offering limited but critical services such as money transfers, loans
and deposit collection. While banks have the knowhow, telecom companies
have the network, making it an ideal match.

Government Initiatives
The Government of India has planned various initiatives to provide and improve the
infrastructure in rural areas which can have a multiplier effect in increasing
movements of goods, services and thereby improve earnings potential of rural areas
subsequently improving consumption.
a) The Government of India has approved the proposal to construct 10 million
houses for the rural population, which will require an investment outlay of Rs
81,975 crore (US$ 12.7 billion) for the period from 2016-17 to 2018-19.
b)

The Government of India aims to provide tap water regularly to every household
by 2030 in line with United Nations Sustainable Development Goals, requiring
a funding of Rs 23,000 crore (US$ 3.57 billion) each year until the target is met.

c)

The Government has introduced various reforms in the Union Budget 2017-18
to uplift the rural markets. Some of the key highlights of the Budget are:
 Rs 187,223 crore (US$ 28.08 billion) has been allocated towards rural,
agriculture and allied sectors.
 The Allocation for Pradhan Mantri Aawas Yojana-Gramin has been
increased from Rs 15,000 crore (US$ 2.25 billion) to Rs 23,000 crore (US$
3.45 billion) in the year 2017-18 with a target to complete 10 million houses
for the houseless by the year 2019.
 The pace of roads construction under Pradhan Mantri Gram Sadak Yojana
(PMGSY) has been accelerated to 133 kms per day as against an average of
73 kms per day during the years 2011-14.
 The allocation to the Mahatma Gandhi National Rural Employment
Guarantee Act (MGNREGA) has been Rs 48,000 crore (US$ 7.2 billion) in
the year 2017-18, which is the highest ever allocated amount.

d) The Government of India is looking to install Wi-Fi hotspots at more than 1,000
gram panchayats across India, under its ambitious project called Digital Village,
in order to provide internet connectivity for mass use, as well as to enable
delivery of services like health and education in far-flung areas.
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e) In the Union Budget 2017-18, the Government of India mentioned that it is on
course to achieve 100 per cent village electrification by May 1, 2018.
f)

The Government of India has sought Parliament’s approval for an additional
expenditure of Rs 59,978.29 crore (US$ 8.9 billion), which will be used to
support the government’s rural jobs scheme, building rural infrastructure, urban
development and farm insurance.

Road Ahead
As is the trend with urban India, consumers in the rural regions are also expected to
embrace online purchases over time and drive consumption digitally. The rural regions
are already well covered by basic telecommunication services and are now witnessing
increasing penetration of computers and smartphones. Taking advantage of these
developments, online portals are being viewed as key channels for companies trying
to enter and establish themselves in the rural market. The Internet has become a costeffective means for a company looking to overcome geographical barriers and broaden
its reach.
15.7

TRENDS IN SERVICE MARKETING

Service marketing is a sub-field of marketing, which broadly refers to the marketing
of services which are intangible offerings with specific characteristics, with the
purpose of satisfying the consumer needs and wants. While in practice since last few
decades, there are new trends being witnessed in this area of Marketing. Most of these
trends are a result of the introduction of the technology in the field of service ordering
and service delivery. Internet is said to have brought a revolution in the service
marketing leading to increased customer expectations.
The following are some of these trends being witnessed in the Services Marketing:
a) Niche marketing- Niche market refers to the small but a potentially profitable and
growing segment which is currently not being served to the fullest satisfaction of the
consumers. Though the concept of Niche market is not new, it is applied only recently
in the service marketing, in particular to the Professional or business services. For
example, there are few business organizations needing services for the purpose of
accommodating a senior Expatriate in the Indian city. Some service organizations have
sprung up in various cosmopolitan cities offering a complete package of services
including the arrangement of the house, interiors, grocery requirements, kids schools
and sometimes the spouse job as well. This new trend is especially picking up in Indian
cities with multinational organizations setting their operations.
b) Product marketing Techniques- Traditionally there has been a differentiation in
the way products and services were marketed. More recently, the sales people are
trained to view and understand the services as a product and then pitch it to the
potential consumer. For instance, buying a membership of Club Mahindra- a holiday
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package service provider, is no more simply buying a tour to any destination. The
company offers a life time membership of staying at one of its “Properties” (hotel,
resort, home) for certain hours in various domestic and overseas locations. The
package includes not only the transport arrangements including travel to the
destination as well as the local transport ; fooding and lodging but also sells rights over
its Property for certain pre-determined hours. Thus when a customer buys a life
membership of Club Mahindra, he feels he is not just buying the holiday services but
also becoming the owner of the Property, though limited to few hours.
c) Technology in Services- With the advent of Internet, the use of technology has seen
an unprecedented boom in the way Services are marketed. With the increasing number
of nuclear and double income households being witnessed in most of the cities of
North and South India, a bunch of new services are on the offer to facilitate in the
routine industrial and domestic chores. There are new generation entrepreneurs
offering services in Delhi region like “urbanclap.com” which markets bouquet of
services including Car wash, Car cleaning, House cleaning, Beauty services, Clothes
washing services to name a few by placing the request online. Areas of Gurgaon and
NOIDA in the Delhi – NCR are witnessing a boom in urbanization due to sudden spur
in industrialization and mushrooming of corporate and educational institutions. There
are smaller but significant electrical and plumber services available on Internet to be
accessed through a Mobile app for this migrated target market. During festival
seasons, there are customized house cleaning services offered online in these areas.
Delivery of such services is possible and is flourishing due to the technological support
available now.
d) E-Services- Some of the new trends being witnessed in the marketing of services
actually make it difficult to differentiate between the marketers actual business- i.e. it
is difficult to identify whether the marketer is selling products or services. The services
are so intricately interwoven with the marketing of goods that it may be difficult to
categorize the business in one of the two marketing sections of Products or Services.
This is particularly true about a bunch of e-marketers offering various products with
the positioning of ease of shopping. There are local e-retailers like “mergrocer.com”,
“localbaiya.com”, “peppertap.com” etc. in the NCR region marketing regular
groceries, fruits and vegetables on a common positioning platform that ordering
groceries online saves consumers of the time and effort of shopping regular items and
get them delivered for free to their homes. In such cases, almost all the e-retailers are
selling common Brands. The point of differentiation is the quality of order taking and
order delivery along with the ease of payment. This marketing strategy makes use of
services as the main features instead of products in all its promotional messages and
hence may be considered as a recent trend in Services Marketing.
e) Branding of Services- Branding refers to a set of decisions to be taken by a marketer
to make its offerings easily identifiable and distinguishable from the competitors by
the target customers. While many services were branded traditionally, there are new
players and newer strategies being adopted for Branding of Services. Let us take the
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example of “magicbricks.com”. It is a web portal dealing in the sale, purchase and
renting out services of buildings, flats and plots. Simply stated it works as a Property
Dealer but is present on the Web. Property dealing as a business activity is not new.
There are other such players also like “99acres.com”, “commonfloor.com”.
Magicbricks.com claims itself to be the number one property portal of India. This
positioning is a result of its presence on the National media in a phased and planned
manner. The company has carefully selected a unique and attractive name, high
frequency advertisements in appropriate media and has added some technological
features through which it is possible to show a 3-D image of the property on its
website. This initiative of the Company has made it stand differentiated from its
competitors and is being viewed as a new trend of Branding services.
f) Package Sales Services- Traditionally, a majority of the services were being sold
along with the product by the marketer of the goods. This percentage of services was
as high as 60 percent of the total Services being sold in the Indian market till few years
back. This packaging of services along with the products continues even today. But a
new sales channel has been added. For the marketers of business solutions, team
selling is being adopted. In this strategy an account representative offers a package of
goods and services to a customer with the support of specialists in different traditional
and professional services. This trend is also being witnessed in the Event management
business whereby a team of specialists, ranging from arrangement of music, light,
sweets, stage, gifts, clothes, jewellery, flowers, themes etc are brought together by one
account representative to market a compete event arrangement.
g) Dedicated Service Sellers- A new trend in selling of services in small cities and
towns is to utilize dedicated services sellers offering several services to the customers.
There are service sellers available in various urban localities offering services related
to depositing of monthly electricity bills, water bills, Children’s school fees, telephone
bills and such services which may be a botheration for the consumers yet important to
be completed on time. This dedicated staff keeps a track of the due dates for the
deposition of such bills of its clients and charge a small fees. The need being fulfilled
is the convenience to the customers in complying with routine work involving the
Government departments where it is usual to find long queues on any public dealing
window. There are dedicated service providers dealing exclusively in the filing and
depositing of various competitive and other examination forms to the respective
Universities or Government offices by charging a small fees in return. Such services
are a boon to the time scarce working couples and other nuclear families. In addition,
there are service providers in the business markets to offer several repair and
maintenance services for office equipments and installations like Photocopiers,
Printers, Air Conditioners etc. Often they work on annual maintenance contracts
(AMC), but off late the annual contracts are giving way to on call services.
h) On- Call Services- Increasing number of services these days are available on call.
If you want to buy Insurance policy, you just need to call the agent and he would be
glad to drop at your place and give you the details. If you are a businessman interested
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to put your promotional message on a radio channel,all that is required to be done is
to give a call to the Marketing representative and the media booking packages, along
with the sample voices to be chosen from are shared at the convenience of the
customer. If you can provide the text for the advertisement you can even get the proofs
of the voice advertisements of the selected voices there and then. Such services are the
latest in Marketing. Instead of visiting a media buying house, the media comes to the
doorstep of the consumer and saves the time of developing the radios message by
texting the message to the production house and getting the recorded message through
various apps including whatsapp within no time. On call services are also available for
the after sale services required for vehicles. This includes reminding the customer of
the due date of the service on phone, fixing an appointment for the service on phone,
the pick and drop facility available for servicing etc as is being offered by Toyota
Motors amongst other players. Corporate houses are increasingly making use of oncall taxis for its employees like Ola, where the cab can be called on phone. Several
mobile apps are also available to provide the service of comparing the products, their
features and prices and getting them delivered to the Business consumers doorstep like
“foodpanda”, Indiamart, “Oyo”.
i) E-Education- We have always been into a real classroom either in a school or in a
tuition centre. This teaching-learning process is increasingly changing due to
technology and emerging as a new trend. Virtual teaching is replacing the old method
of knowledge delivery in which various softwares like Skype, Line , Viber can be used
to connect the teacher and a student who are physically far but face to face in a
classroom. The classroom interaction of such virtual classes are the same as that of a
real classroom where a teacher shares knowledge with the pupils, pupils can put up
queries, clarify doubts and seek detailed explanation directly from the teacher. Several
specialized tuition academies hire subject experts, open coaching centers in different
locations and get the expert connected to these classes virtually. There are examples
of Mertination, Vidyamandir to name a few academies which offer virtual coaching to
the students. Interestingly a number of business services including the Legal services,
architectural services, job consultants, charted accountants services, Astrologer,
Matrimonial services are also being delivered using various softwares for personal
interaction. This virtual interaction saves the consumer of the time and energy of
travelling to distant places and can hold the meeting within his comfort zone.
j) E-Banking- The Banking services have undergone a sea change with the
introduction of Computers and Internet. Most of the Banking operations like
transferring of funds, application for the cheque books, checking of the Bank balance
can be done with the click of the mouse at the comfort of the customer. One of the
landmark promotional message was seen in the banking industry with the ICICI’s
advertisement in 2012-13 endorsed by the legendary Bollywood Hero Amitabh
Bachchan that the Bank Saving account could also be opened at the click of the mouse
by uploading the copy of the Aadhar card and a photograph. This was one new service
which was offered to the customer for his convenience and which set a trend which
was followed by other marketers of Insurance policies “policybazar.com”, tourism
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services like “makemytrip.com”, hotel booking services including „ibibo.com‟ to
name a few, in which the services were offered to the consumer at his doorstep with
the help of Internet.
k) Co-Ownership- One of the latest trends in the service industry is making the
consumer the owner of the services that he wants to buy. As we understand that
services marketing offers nothing tangible to the consumer. It only offers an
experience. The creative entrepreneurs have come up with the strategy of making the
consumer feel the owner of a product or a place and use it without any supervision and
pay a premium for the same. Zoopar offers taxi services in the Metro towns. Various
Brands of Cars including the Mercedez, BMW etc. can be hired for self driving by the
customer and a daily rental is charged. There are many two wheelers also put on self
driving service in tourist destinations like Goa, Manali, Shimla to name a few. In this
case the consumer gets a tangible thing to call it his own during the hired period.
Similarly the concept of destination weddings has picked up in India with many
Havelis and old Dak banglows being offered to be occupied by a family during the
marriage rituals lasting a few days. Such a sense of ownership and independence in
using a product or staying at a place is a new trend witnessed in the service industry.

15.8

KEY WORDS

 Demographic: It is a group of people in a society, especially people in a particular
age group.
 Parameters: Parameters are factors or limits which affect the way that something
can be done or made.
 Analysis: It is the process of considering something carefully or
using statistical methods in order to understand it or explain it.
 Generic: it refers or relates to a whole class of similar things.
 Prioritise: to treat something as more important than other things.
 Dialect: a form of a language that is spoken in a particular area.
 Niche: A niche in the market is a specific area of marketing which has its
own particular requirements, customers, and products.
15.9

LET US SUM UP

In this unit we have discussed the scenerio of Indian Rural market. India’s Rural
Market for consumer products and services is growing at an accelerated pace. An
urban marketer interested to tap these marketing opportunities in rural India needs to
develop a deeper understanding of the rural marketing ecology. Further, a marketer
requires better insights on the logic of organizing marketing efforts in rural areas
considering these rural specificities. Also, rural market is changing very fast and is
very much different from the urban one. The marketer with an urban mindset and the
image of rural India as it used to exist would be in for a surprise when he makes a
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serious attempt to understand the evolution of rural areas as the market of the future
with all the indicators showing an upward sign.
As the space is not for too many players, those who target and tap this market first in
a systematic manner and build a relationship with the consumer and the trade will be
benefited.
In this unit, you have learnt that following are several new means of marketing the
services being witnessed in the business as well as the consumer markets:
a) Niche Marketing is a small but profitable consumer segment being underserved
presently. Customised services are now being offered for such target consumers.
b) Product Marketing techniques in Services marketing refers to the perception of a
consumer that he is being offered a tangible product in the form of a service so
that the purchase decision is smooth.
c) Use of Technology in Service delivery has revolutionsed the marketing process
by making it easier for the consumer to search, evaluate and place the service
order for very small but important services of domestic and household use.
d) E-services means buying of services online which include delivering of some
goods and gift items on the desired address.
e) Branding of Services has been one of the most commonly used strategies to
differentiate the services being marketed.
f) Package sale Services is a relatively new concept that aims to offer a bunch of
services to the target customer at a negotiated price.
g) Dedicated Service sellers are the new small scale entrepreneurs who offer regular
services of picking up parcels and couriers, depositing various bills and forms,
arranging for electricians and plumbers for their clients by charging a fees.
h) On- call services are the services which can be ordered on phone like the various
restaurants free home delivery, Taxi at the doorstep to name a few.
i) In the education services, E-education has changed the lecture mode of learning
to a virtual discussion classroom in which the students share knowledge with
experts who may be far away.
j) E-Banking has been a very useful service for the millions of Indians for whom
regular Bank transactions can now be done on the click of the mouse.
k) Co-Ownership of Services is the latest concept in service marketing whereby the
consumer becomes the owner of a facility during the hired period and uses the
same without any supervision or dependence.
15.10 MODEL QUESTIONS
1.
2.
3.
4.
5.

What Is a Niche Market? How can Services be marketed to such segments?
List down any three new trends being witnessed in the marketing of Services.
Can services be marketed as a Product? How? Explain with the help of example.
How has the advent of Internet revolutionized the way Services are marketed?
Who are the target customers of domestic services? What are their needs and
wants? How can these be satisfied by a service provider?
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6.
7.
8.
9.

Explain the concept of e-Services. What benefits does it offer to the consumers?
Can Services be Branded? Explain with the help of an example.
“Branding of Services is an old concept in new form.” Comment.
A new trend of package Services is attracting many young entrepreneurs. Discuss
the concept and its advantages to the consumers.
10. Differentiate between General Service sellers and dedicated Service Sellers.
Which one is more beneficial for a consumer?
11. How can the business customers be served through Dedicated service sellers?
Explain with examples.
12. What is the concept of On-call service delivery? Is it useful for the consumers?
13. “Education is not confined to four walls.” Is it true? Explain with examples.
14. What are the new trends being witnessed in the way banking services are being
offered to the consumers? What is the role of technology in the same?
15. What do you mean by E-Banking?
16. Services offer no tangible things to consumers, what is it that the consumers own
in Co-ownership of services?
17. Define ‘Urban’.
18. How rural marketing defined before 1960?
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