SUBJECT: MARKETING MANAGEMENT

Module 3: Marketing Mix Decisions

11 Product decisions - Meaning and Definition of product, Product

classification, Components of product mix

Meaning and Formal Definition of a Product

In analytical marketing management, a product is anything that can be offered to a market for attention,
acquisition, use, or consumption that might satisfy a consumer want or physical need. It is not merely a
physical object containing material parts; it is a complex bundle of tangible benefits, intangible services,

psychological symbols, and operational utilities designed to resolve specific customer frustrations.

According to Philip Kotler: "A product is anything that can be offered to a market to satisfy a want or
need, including physical goods, services, experiences, events, persons, places, properties,

organizations, information, and ideas."

Comprehensive Product Classification Matrix

Products are categorized systematically based on consumer buying habits and operational lifetimes:

1. Consumer Products (Purchased by final end-users for personal consumption)

» Convenience Goods: Purchased frequently, immediately, and with minimal comparison effort. They
feature low unit prices and are distributed through hyper-dense networks. Sourced items include
soaps, newspapers, and grocery staples, alongside impulse goods like magazines and emergency

goods like umbrellas during sudden downpours.

» Shopping Goods: Purchased less frequently, where the customer actively compares alternative
options based on price margins, quality standards, style profiles, and performance metrics. Sourced

items include apparel, electronics, and home furniture networks.

* Specialty Goods: Consumer products with unique characteristics or explicit brand identifications for

which a significant group of buyers is willing to make a special, dedicated purchasing effort. They



carry high price premiums and use exclusive distribution footprints, such as premium sports cars or

customized high-end luxury timepieces.

* Unsought Goods: Products that the consumer either does not know about or knows about but does
not normally think of buying under standard conditions. They require aggressive personal selling

campaigns and direct promotion, including life insurance plans or pre-arranged funeral services.

2. Industrial Products (Purchased for further processing or use in conducting a business)

» Materials and Parts: Goods that enter the manufacturer's product completely. Includes raw
materials (agricultural inputs like cotton, crude oil) and manufactured materials and parts

(components like small microprocessors, tires, or steel sheets).

« Capital Iltems: Industrial products that aid in the buyer's production or operations over a long
duration, including installations (major buildings, heavy factory generators) and accessory

equipment (handheld tools, office desks, or corporate computer arrays).

» Supplies and Business Services: Short-term operating inputs and advisory capabilities that do not
enter the final physical product. Includes operating supplies (lubricants, printing paper) and

maintenance advisory contracts (legal counsel or system security updates).

Structural Components of the Product Mix

A product mix (or product assortment) consists of all the product lines and items that a particular seller

offers for sale to buyers. It is managed across four distinct structural dimensions:

Assortment
T Operational Meaning & Metric Corporate Scenario Blueprint
Width Refers to the total number of distinct, The multi-national firm Proctor &
separate product lines that the Gamble maintaining an
corporation manages. expansive width spanning
diapers, laundry detergents,
shampoos, and oral care lines.
Length Refers to the total aggregate number of An automotive brand holding a
specific items or individual models line length of seven distinct
contained across all product lines vehicle models inside its standard
combined. passenger sedan category.



Assortment . . .
Operational Meaning & Metric

Dimension

Depth Refers to the number of individual
variants, size formats, formulations, or
color options offered for each single
product item within a line.

Consistency Refers to how closely related the

alternative product lines are in terms of
end-use requirements, production

pipelines, or distribution loops.

Corporate Scenario Blueprint

A cosmetics brand offering a
single liquid foundation item in
twenty-four distinct skin-tone
shades and three packaging

volumes.

A dairy conglomerate exhibiting
high consistency because all its
lines utilize centralized cold-chain
logistics and target grocery

retailers.

12 Product life cycle and Product life cycle strategies

The Product Life Cycle (PLC) is a conceptual framework that traces the sequential stages of a product’s

market journey from its initial launch to its ultimate withdrawal, mapping sales volume and profitability

margins over time.

The Four Core Stages of the PLC and Strategic Frameworks

As a product moves through its lifecycle, the competitive environment and consumer responses shift,

requiring distinct tactical strategies:

1. Introduction Stage

2. Growth Stage

Launch & Creation: Sales growth is slow as the Scale & Ascent: Characterized by rapid sales
market is initially introduced to the innovation. Profits acceleration and the entry of copycat competitors.
are negative due to heavy promotional spending. Production costs drop due to scale, and profits

Strategies: Deploy skimming pricing to extract early peak.
premium returns, or penetration pricing to capture Strategies: Introduce new product features,
early mass share. Focus promotion on creating basic expand distribution coverage into new geographic
product awareness. territories, and shift promotion focus to building

brand preference.



3. Maturity Stage 4. Decline Stage

Saturation & Peak: Sales growth levels off because Obsolescence & Fade: Sales show a steady
the product has achieved acceptance by most downward trend, and profits drop toward zero due
potential buyers. Competition turns fierce, leading to to technological shifts or consumer preference
price wars. changes.
Strategies: Modify the market by finding new user Strategies: Harvest the product by stripping out
niches, modify the product by upgrading quality or operational costs to extract final residual cash
style, or alter the marketing mix elements via flows, or drop/divest the product entirely from the
aggressive promotions. portfolio.

13 Pricing decisions: Meaning and definition, Determinants of

price, Pricing strategies

Meaning and Definition of Price

In standard economic frameworks, price is the amount of monetary currency charged for a product or
service. More broadly, it is the sum of all the values that consumers exchange for the benefits of having
or using the product or service. Price is the only element in the marketing mix that generates revenue;

all other components represent operational costs.

Core Determinants of Price

Setting a product's price requires balancing internal organizational capabilities against external market

forces:

* Internal Factors: Corporate marketing objectives (e.g., maximizing market share versus survival),
cost of production thresholds (establishing the absolute minimum price floor to prevent losses), and

overall marketing mix consistency.

- External Factors: The nature of market demand and elasticity curves, competitor pricing structures

and prospective retaliation moves, cost-of-living metrics, and statutory government price regulations.

Strategic Pricing Methodologies

» Market-Skimming Pricing: Setting a high initial price for a new product to "skim" revenues layer by
layer from segments willing to pay a premium. This strategy is effective when the product's quality

supports a premium image and competitor entry barriers are high.



» Market-Penetration Pricing: Setting a low initial price for a new offering to penetrate the market

deeply and rapidly, attracting a high volume of buyers and capturing dominant market share early.

* Cost-Plus Pricing (Markup Pricing): The simplest model, where a standard, predetermined
percentage markup is added directly to the total unit cost of manufacturing or procurement to secure

a guaranteed profit margin.

« Value-Based Pricing: Sets prices based on the consumer’s perception of value and utility rather

than the seller’s internal cost metrics.

» Psychological Pricing: Considering the psychology of prices rather than just the economics (e.g.,

pricing an item at 99 instead of 100 to anchor customer perception around the lower digit).

14 Value proposition. Give hands on experience to create value

proposition

Academic Concept of the Value Proposition

A value proposition is the full positioning mix of a brand—the total array of benefits upon which a brand
establishes its competitive market position. It describes the unique combination of functional utility,
emotional value, and economic benefits that a company promises to deliver, explaining precisely how it

resolves customer frustrations better than any competing market alternative.

In modern entrepreneurial studies, the framework is mapped using Alexander Osterwalder’s Value
Proposition Canvas (VPC). This model splits analysis between the *Customer Profile* and the

company's *Value Map* to ensure perfect product-market fit.

Interactive Student Assignment: The Campus Startup Blueprint

To gain hands-on experience, students should analyze this structured application of the Value
Proposition Canvas modeled for a real campus startup concept: "QuickByte - An On-Demand Night-

Library Food Delivery App for College Students.”



1. The Customer Profile 2. The Corporate Value Map

Customer Jobs-to-be-Done Products & Services Provided

Sustaining energy during midnight exam
preparation sessions; ordering snacks
easily without leaving the study desk or
library hall.

A dedicated mobile micro-ordering app
catering exclusively to campus
coordinates between 11:00 PM and 4:00
AM.

Customer Pains (Frustrations) Pain Relievers Offered

All campus canteens close by 10:00 PM;
commercial delivery apps charge
exorbitant night delivery fees that exceed
student budgets.

Eliminates high external delivery charges
by using campus-pool student couriers;
provides localized midnight food
availability.

Customer Gains (Desired Gain Creators Engineered

Guarantees delivery to precise campus
gates within 20 minutes; offers affordable
combo meals tailored to student budgets.

Outcomes)

Receiving hot, fresh food within 20
minutes directly at the library gate at
student-friendly pocket pricing.

The Final Value Statement Pitch Formula: By aligning both sides of the canvas, students can
generate a sharp positioning statement: "For college students pulling midnight study sessions who
are frustrated by closed canteens and expensive delivery apps, QuickByte provides low-cost midnight
food delivered directly to campus library gates within 20 minutes. Unlike general external delivery

giants, we offer pocket-friendly prices with zero boundary delays."

15 Promotion decisions: Meaning and definition: Promotion mix-

Factors affecting promotion mix

Meaning of Promotion Decisions

Promotion decisions involve managing the strategic tools and communication channels a company uses

to inform, persuade, and remind target markets about its products, services, and overall brand value. It



represents the communication engine of the marketing mix, turning abstract product features into

compelling value narratives that drive consumer action.

The Core Promotion Mix Matrix

To build an effective communication campaign, an organization coordinates five primary promotional
tools under an Integrated Marketing Communications (IMC) framework: Advertising, Sales Promotion,

Personal Selling, Public Relations (PR), and Direct Marketing.

Factors Influencing the Configuration of the Promotion Mix

* Nature of the Product Market: Consumer goods brands typically prioritize mass advertising and
sales promotions to reach wide audiences. Industrial goods firms allocate the majority of their

budgets to personal selling to handle complex B2B contract negotiations.

* Push vs. Pull Strategy:
o Push Strategy: Directs promotional efforts primarily at channel intermediaries (wholesalers,
retailers). It uses trade promotions and personal selling to induce intermediaries to carry and

push the product to final consumers.

o Pull Strategy: Directs promotional efforts directly at final consumers. It uses mass advertising and
consumer promotions to create demand, inducing consumers to pull the product through the

channel.

* Product Life Cycle Stage: The Introduction stage demands heavy advertising and PR to generate
awareness. The Growth stage shifts focus to building brand preference. The Maturity stage relies
heavily on tactical sales promotions to defend market share against competitors, while the Decline

stage cuts promotional spending to basic levels.

16 Fundamentals of marketing communication mix- Advertisement,

sales promotion, Public relations, Publicity and Personal selling

This unit provides an in-depth analysis of the distinct operational characteristics, advantages, and

limitations of the primary components of the marketing communication mix.



1. Advertising (Paid & Non-Personal Broad Reach)

Advertising allows companies to broadcast a single message to a massive, geographically dispersed

audience cost-effectively on a per-contact basis, helping build long-term brand equity.

» Core Advantages: Provides total control over message content and timing, enables dramatic brand

expression via creative execution, and creates public legitimacy for the brand.

« Limitations: Carries high absolute front-end production costs, operates strictly as a one-way

communication channel without immediate feedback loops, and can easily be lost in media clutter.

2. Sales Promotion (Short-Term Incentive Drivers)

Sales promotions use tactical tools—such as discount coupons, price reductions, buy-one-get-one-free

offers, and point-of-purchase displays—to stimulate an immediate spike in sales volume.

» Core Advantages: Highly effective at breaking consumer inertia, attracting trial from competitor

brand switchers, and clearing out excess warehouse inventory.

« Limitations: Overuse can damage long-term brand equity by conditioning consumers to buy only

during discount cycles, leading to destructive price wars.

3. Public Relations & Publicity (Credibility Enablers)

Public Relations (PR) is the strategic practice of managing communication flows between an
organization and its stakeholders to build a positive reputation. Publicity is a specific subset of PR,

representing non-paid, commercially significant news planted in third-party media outlets.

» Core Advantages: Carries significantly higher public credibility than paid advertising, as messages

appear as objective editorial content rather than corporate sales pitches.

« Limitations: The organization exercises zero direct control over how the media frames the story,

and negative events can quickly escalate into public relations crises.

4. Personal Selling (High-Touch Relationship Management)

Personal selling involves an interactive, face-to-face dialogue between a company representative and a

prospective buyer to customize value arguments and close complex deals.

» Core Advantages: Allows for real-time adjustments to match the specific needs of each buyer,

enables deep relationship building, and captures immediate customer feedback.



« Limitations: Carries the highest cost-per-contact metric across the promotion mix, requires intensive

salesforce management, and cannot scale rapidly to massive consumer audiences.

17 Distribution: Meaning and definition- Levels of distribution,

Types of intermediaries

Meaning and Definition of Distribution

Distribution (or Place decisions) is the management function that plans, implements, and controls the
physical movement and structural channels required to transfer products from the point of
manufacturing origin to the final consumer’s point of purchase safely, efficiently, and on time. It bridges

geographic, time, and possession gaps across the economy.

Structural Levels of Distribution Channels

Marketing channels are categorized by the number of intermediary layers involved in the distribution

funnel:

» Zero-Level Channel (Direct Marketing): The manufacturer sells products directly to the final
consumer without using any independent intermediaries (e.g., an e-commerce platform shipping

directly from factory warehouses).
* One-Level Channel: Contains a single intermediary layer between the manufacturer and the final
consumer, typically a large-scale retailer (Manufacturer = Retailer = Consumer).

* Two-Level Channel: The traditional distribution model for mass consumer markets (Manufacturer -

Wholesaler = Retailer » Consumer). Wholesalers break down bulk quantities for local retailers.

» Three-Level Channel: Features three intermediary layers, inserting a specialized agent or broker
(Manufacturer = Agent/Jobber - Wholesaler = Retailer » Consumer) to navigate highly fragmented

or distant geographic markets.

Core Classifications of Marketing Intermediaries

* Wholesalers: Commercial firms that buy goods in bulk from manufacturers, take physical title to the
inventory, manage regional warehousing networks, and resell smaller quantities to retail outlets

rather than final consumers.

* Retailers: Business entities that sell goods or services directly to final end-consumers for personal,

non-business consumption via physical storefronts or e-commerce platforms.



» Agents and Brokers: Specialized intermediaries who facilitate transactions by negotiating sales
contracts and transfers between producers and buyers. They earn a commission and never take

physical title or legal ownership of the inventory themselves.

* Distributors: Independent intermediaries who maintain exclusive regional rights to represent a

manufacturer's product lines, providing intensive logistics and inventory management support.

End of Module 3 - Marketing Management
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