Marketing Theory and Practice - (561) - MBA
Second Assignment
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	1.
Discuss the product life cycle and explain how it can be expanded.
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Product Life cycle
	The concept of product life cycle associates products with the life cycle of a human being.

This concept has the following objectives:



	
	
To determine where each of the company's products stand in the life cycle.


To develop a healthy overall mix of products by reshaping and controlling the life cycle of each product.


To improve profitability by effective allocation of marketing budget to different products in different cycles.


To determine the appropriate product addition and/or subtraction.
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	Stages of Product life cycle
	The product life cycle consists of four stages, which are detailed as under:



	
	+
INTRODUCTION
This stage is like a new born baby, a product is launched into the market in a full scale marketing programme.



	Objective
	Objective of this stage is to create positive customer awareness, and to establish market shares be persuading customers to buy the firm's basic product.



	how it 

can be expanded
	Generally, marketers want this introductory stage to be as short as possible to reap the fruits of their investment immediately.  This, of course, is dependent on the type of product being introduced and the pre-requisite for its acceptance.



	
	As introduction of a new product involves higher risk because buyers are unfamiliar with the product, therefore, at this stage strategies of product design and consumer education play important roles during this stage.



	
	+
GROWTH
This stage is like a teenager enjoying the most of life, sales and profits rise, frequently at a rapid rate.  The key factors for success during this period are advertising and superior distribution.  Because competitors enter the market, often in large numbers if the profit outlook is particularly attractive.



	Objective


	Objective is to improve market penetration ahead of competition with the introduction of new channels of distribution.



	how it 

can be expanded
	To go ahead with the competitors new models or new features will play an important role at this stage.



	
	+
MATURITY
This stage is like a middle-age person being more stable in his life.  In the first part sales continue to increase, but at a decreasing rate.  When sales level off, profits of both producers and middlemen decline.



	Objective
	Objective is to achieve marketing effectiveness to improve market shares.



	how it 

can be expanded
	The following strategies are available:

›  Market modification strategy - by inputting the new users, new usage and more usage or by finding new market segments.



	
	› Product modification strategy - by having improvements in quality, features, or style.



	
	› Market mix modification - by changing the interacting product, placement, promotion and profit to your advantage.



	
	+
DECLINE
This stage is like the period when an old patient is sickly and on the bed-death, for most products, a decline stage, as gauged by sales volume for the total category, is inevitable.



	Objective
	Objective is productivity and attaining at least the same level of sale with lesser marketing activities.



	
	Prepare to phase out the product in due time but before taking decision a new product must be introduced.



	how it 

can be expanded
	The following strategies are available as alternatives:



	
	
By cutting on all unnecessary expenses to maximize profit before product is phased out.


By adopting the status quo until the product is ready for burial.


By maintaining products only on the strongest market or channels.
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	2.
What are the different strategies of pricing?
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Price


	Price is the amount of money charged for a product or service.

	Strategies of Pricing
	A broad plan of action by which an organization intends to expand product lines that enjoy substantial brand equity.  Another strategy would be to offer quantity discounts to achieve the required goal.



	
	The following strategies are adopted by companies in several areas of the pricing structure:



	
	The price determination process:



	Price Competition
	A firm can effectively engage in price competition by regularly offering prices that are as low as possible and accompanied by a minimum of service.



	Non-price Competition
	Sellers maintain stable prices and attempt to improve their market position by emphasizing other aspects of their marketing programme. Major methods of non-price competition are:

•
promotional activities;

•
product differentiation;

•
variety and quality of their supplementary services.




	
	Market Entry Strategies



	Market-skimming pricing
	This strategy involves setting a high initial price for a new product to skim maximum revenue from the customers willing to pay the higher price.  The company makes fewer but more profitable sales.



	Penetration Pricing 
	This strategy involves setting a low initial price on a product in an attempt to reach a mass market immediately.



	Discounts and Allowances
	Â Quantity Discounts:  Quantity discounts are deductions from the base (list) price offered by a seller to encourage customers to buy in large amounts.  A non-cumulative discount is based upon the size of an individual order of one or more products.  Cumulative discounts are based on total volume purchased over a period of time.  It is good and useful in the sale of perishable products.  It encourage customers to buy fresh supplies frequently. 



	
	Â Trade Discounts/Functional Discounts:  Trade discounts or functional discounts are deductions from the list price offered to customers in payment for marketing functions that they will perform.  



	
	Â Cash Discount:  A cash discount is a deduction granted to buyers for paying their bills within a specified period of time.



	Other discounts and allowances
	Â Seasonal Discount:  Seasonal discount is given to customers who places an order during the slack season.



	
	Â Forward Dating:  It has qualities of both cash discount and seasonal discount.  Forward dating bill allows wholesalers/retailers to pay their bill after the season has started.



	
	Â Promotional allowances:  Price reduction are granted by a seller in payment for promotional services performed by retailers.



	
	Â Trade in Allowance:  Given for turning an old item when buying a new one.



	Geographic Pricing strategies
	Â Uniform delivered prices:  Same delivered price is quoted to all buyers regardless of their locations.  It is used when transport cost is small.  Post Offices have uniform rates.



	
	Â Freight Absorption prices:  A seller quotes to the customer a delivered price equal to:

•
his factory price; and

•
the freight cost that would be charged by a competitive sellers located nearest to that customer.



	
	Â Free on Board origin pricing:  Geographic pricing strategy whereby the buyers pay all freight charges from the FOB location to the destination.  Thus the delivered prices to the buyer varies according to freight charges.



	
	Â Zone- Delivered Pricing:  Seller’s market divides into a limited number of board geographic zones and  then sets a uniform delivered price within each zone.



	
	Â Basing point pricing:  Seller selects some cities as a basing point and charge from all customers the freight cost from that city from which the goods are actually shipped or sent.



	
	Special Pricing Strategies and Situations:



	One-Price & Variable Price Strategies


	•
A seller charges the same price to all similar customer who buy identical quantities of a product.

	
	•
An variable pricing buyers-seller bargaining often determines the final price.



	Unit Pricing 
	Unit pricing is a retail price information-reporting strategy that is used largely by super market.  In unit pricing, there is a shelf label for each separate product and package size that tells price of the package.



	Price Lining
	This is used extensively by retailers of all types of apparel.  It consists of selecting a limited number of prices at which a store will sell its merchandise.



	Price Control- Manufacturer or retailer
	It is most controversial of all pricing strategies.  Some manufacturers want control over the prices at which retailers resell the manufacturer’s product.  Against this some producers follow a policy of providing suggested list price, where the price is just a guide for retailers.



	Leader Pricing
	Many firms, temporarily cut prices on a few items to attract customers.  This price and promotion strategy is called leading pricing.



	Psycho-logical/Odd Pricing
	Some retailers set prices at odd amount to stimulate sales.  Retailers believe that pricing items at odd amount will result in large sales.
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	3.(a) Enlist and explain the functions of wholesalers.
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Wholesaler


	The wholesaler purchases goods in large quantities from manufacturers and re-sells to retailers in smaller quantities.  The true wholesaler is himself neither a manufacturer nor a retailer but acts merely as a link between the two.



	Functions

of wholesaler
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	The activities of the wholesaler are not confined merely to the operations of buying and selling.  It is also his business to forecast, to stimulate and to interpret the desires of his customers.  He performs two very useful functions.  On the one hand he helps the manufacturer who wishes to concentrate on his own particular work and not to 

	
	bother with supplying his goods in small quantities to the retailer.  On the other hand, he helps the retailer by supplying him with goods in just the qualities and quantities he requires, so making it unnecessary for him to carry heavy stocks.  These functions are especially useful to the small manufacturer and the small independent retailer.



	Other common functions
	The other common functions are enlisted as under:



	
	< Wholesaler as exporter and importer:

Wholesalers commonly do quite a considerable foreign trade and have their own agents established in other countries.  In the import trade wholesalers are more active.  Manufactured goods reach in a country largely through the hands of the wholesalers.



	
	<  Wholesaler in relation to the Manufacturer:
By buying in large quantities, the wholesaler enables the manufacturer to benefit from the economies of large-scale production.  The wholesaler obtains orders from numerous retailers and meets them from stocks supplied in bulk by the manufacturer who is most capable of producing the type of goods required.



	
	<  Wholesaler in relation to the retailer:
To be successful a retailer must, in the majority of cases, carry a wide range of goods, but owing to lack of space and capital he cannot hold large quantities of each type of commodity which his customers require.  The wholesaler fills this breach.
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	3.(b) What factors should be considered for the selection of the distribution channels?
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Distri-bution Channel


	A distribution channel is the set of firms and individuals that take title or assist in transferring title to a good or service as it moves from the producer to the final consumer or industrial user.



	Functions

of

Distri-

bution

Channel
	A distribution channel moves goods from producers to consumers.  It overcomes the major time, place and possession gaps that separate goods and services from those who would use them.



	What Factors
	A manufacturer has to face problems in selection of the distribution channels.  Because he wants that his distribution system not only meets customers' need but also provides an edge on competition.  In designing distribution channel he considers to select that channel which is ideal and available.  

Having these sound reasons, the following factors in a sequence of four decisions should be considered for the selection of the distribution channels for the achievements of goals:
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	-
Specifying the role of distribution:

In the first phase, a channel strategy is designed within the context of the entire marketing mix.  The firm's marketing objectives are reviewed and the roles assigned to product, price and promotion are specified.  Each element may have a distinct role, or two elements may share an assignment.



	
	-
Selecting the type of channel:

In the second phase, the most suitable type of channel for the company's product is determined.  At this point in the sequence, a firm needs to decide whether middlemen will be used in its channel and, if so, which types of middlemen is the best among many different types.



	
	-
Determining intensity of distribution:

In the next phase, it is necessary to intensify the distribution i.e., it should be decided that the number of middlemen used at the wholesale and retail levels in a particular territory.



	
	-
Choosing specific channel members:

In the last, the selection of specific firms from numerous specific companies for distribution of each product.
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	3.(c) What are the different modes of physical distribution?



	
 EMBED Word.Picture.8  


Physical

Distri-bution 


	Physical distribution involves planning, implementing and controlling the physical flow of materials and final goods from producer to consumers.  The common modes of physical distribution are inventory location and warehousing, materials handling, inventory control, order processing and transportation.  Detail of each type is given below:



	
	T
Inventory location and warehousing:

Warehouses provides assembling, bulk breaking and storing products and preparing them for reshipping.  For the purpose of effective inventory-location distribution centers are established that facilitates to develop under one roof an efficient, fully integrated system for the flow of products, taking orders, filling them and preparing them for delivery to customers.



	
	T
Materials Handling:

This relates to selection of proper equipment such as conveyor belts, forklift trucks and other mechanized equipment to move merchandise and to physically handle products including the warehouse building itself.



	
	T
Inventory Control:

In physical distribution it is essential to control the size and composition of inventories so that proper and promptly filling of the orders placed by customers.



	
	T
Order Processing:

Physical distribution begins with a customer's order.  Ideally, sales-people send in their orders daily.  The order department processes these orders quickly and the warehouse send the goods out on time.  The computer is often used to speed up the order-shipping, billing cycle.



	
	T
Transportation:

The major mode of physical distribution is transportation.  This mode of physical distribution provides flow of products from supply sources to the firm and then from the firm to its customers through rail, water, highway, pipeline and air.
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	4.(a) What is the difference between advertising and sales promotion?
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Adver-tising
	Advertising is any paid form of nonpersonal, presentation and promotion of ideas, goods or services by an identified sponsor.

	Sales Promotion
	Sales promotion consists of short term incentives to encourage purchase or sales of a product or service with activities that supplement and coordinate personal selling and advertising effort.



	Marketing Activities
	There are four marketing activities i.e., (i) Product Planning;  (ii) Pricing; (iii) Distribution; and (iv) Promotion.



	
	Promotion includes (a) Advertising; (b) Personal Selling; (c) Publicity; and (d) Public Relations.  Advertising and Personal Selling are two most widely used methods of promotion.



	Difference

between

Adver-

tising
&

Sales

Promotion
	Advertising takes three major forms:

T
Print Media - magazines, newspapers, direct mail.

T
Electronic Media - Radio, TV, Film, VCR.

T
Displays - Bill Board, Signs Board, Posters.



	
	Advertising has many uses like:

Ô to build an organization's image;

Ô to build a brand; and

Ô to announce a sale or support an idea or cause.



	
	Advertising is mostly used by private enterprise.  It is a good way to inform and persuade customers.



	
	Sales promotion invite and reward quickly and attract strong response.  Advertising says "buy our product", sales promotion says "buy it now".



	
	Sales promotion are usually used together with advertising or personal selling.



	
	Tools used for sales promotion in consumers are samples, coupons, rebates, price-off, premiums, patronage, rewards, displays and contests and sweep takes.



	
	Tools used for sales promotion in trade are discounts, allowances, free goods, cooperative advertising, push money and conventions and trade shows.



	
	Tools used for sales force promotion are manufacturers, distributors, retailers, trade associations and non-profit institutions.
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	4(b) Discuss the export procedure to export the surgical products:
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Exports


	Exports are sales of one country's products to another country.  Exports are either visible, i.e., all the tangible goods that pass between countries, or invisible; any transaction which, though not directly entailing a movement of goods, involves the payment of money from abroad may be described as invisible export.



	
	In "Surgical Products" Pakistan has technological advantage because it developed technological advantage over the rest of the world that give its an edge when it comes to produce.



	
	The export of surgical items from Pakistan is undertaken by a number of different groups including:



	
	Ô Manufacturers - obtain orders from customers abroad and despatch goods direct or through a forwarding agent.



	
	Ô Export merchants - supply their customers abroad with goods which they themselves purchase from various manufacturers.



	
	Ô Export commission agents - contract to buy goods on behalf of clients abroad and to despatch them in accordance with instructions.



	
	Ô Export associations - associations of allied or complementary manufacturers who combine in order to secure export trade.



	
	Ô Importers' buying offices -  offices in the country of export which are maintained by foreign importers for the purpose of buying goods on the spot in accordance with the instructions sent by them.  



	
	Ô Packing and forwarding agents - the best way to pack any particular type of goods and to carry out on the exporters' behalf all the formalities connected with the shipping of goods.



	Getting the orders
	Orders are collected by:

q
visiting possible customers abroad;

q
advertising letters and leaflets;

q
visiting buyers from foreign firms;

q
agents or foreign representatives;

q
Export merchants and commission agents; and

q
long-standing connections with buyers abroad.



	Terms of Payment
	An exporter would meet not only with the terms of payment but also with the following:

È  C.W.O. - Cash with order

È  C.O.D. - Cash on delivery



	The order or indent
	The next stage in exporting procedure is marked by the importer's acceptance with the form of order or indent which contains the importer's instructions concerning the goods to be exported.



	Packing and marking
	Packing may be undertaken by the manufacturer or by a firm of packing agents.



	Shipping the goods
	When the goods are ready for delivery the exporters make arrangements with the shipping company to reserve space for the goods.



	Bill of lading
	Bill of lading is a document wherein the shipping company gives its official receipt for goods shipped in.  This is prepared for each consignment.



	Customs
	Goods for export are charged with duty and customs.
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	5.
The marketing of services is more difficult as compared to the marketing of goods.  Comment on the statement.
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Comparison

Marketing of services

&

Marketing of goods


	Conceptually, marketing of services is the same as marketing of goods, i.e. the marketer first identifies the target markets, then develops strategies for planning, pricing, distributing, and promoting the services, and implements these strategies. However, since services are intangible, as opposed to tangible products, therefore their handling and marketing differs from goods. 

In this comparison, I would like to introduce the concept of service and good, explain their nature, importance and how they differ from each other.



	Service
	A service is defined as an identifiable, intangible activity which is the main object of a business transaction designed to provide want and need satisfaction to the customers.



	Good


	A good is defined as a tangible attribute which may include packaging, colour, price, quality, and brand to satisfy the customers’ need.



	
	It is important to note, in the above definitions, that the service has to be main object of the transaction. This rules out small services which accompany when a product is sold. For example when the seller of a computer also undertakes to install it free of charge and to provide some basic

	
	information on how to use it, the installation as well as the supply of information do not qualify as services according to our definition, because they are not the main object of the transaction.



	
	Characteristics



	
	In Characteristics services differ from tangible products in a number of ways, for example the buyer of a product can touch, see, smell, and assess its value before making the decision of purchase. But a service cannot be felt, or seen before purchasing. Some of the differences, like this one, which form the unique characteristics of services are described below.



	
	•
Intangibility: Due to this property, it is impossible for a buyer to touch, see, taste, smell, or hear a service, and so the prospective customer cannot assess the value of a service before purchasing it. This characteristic of services makes it necessary to use special promotional strategies for services.



	
	•
Inseparability: Tangible products are first manufactured by the manufacturer, then distributed through various distribution channels, then purchased by customers, and finally consumed by the consumers. But in case of services, all these functions are inseparable, i.e. they occur simultaneously. A service is created, dispensed, purchased and consumed at

	
	 
the same time. For example, a medical treatment given to a patient is created, dispensed, purchased, and consumed simultaneously. Due to this unique characteristic, the need for maintaining a distribution channel is eliminated, and only direct sale is possible.



	
	•
Heterogeneity:  It is very easy to maintain the same standards of quality, quantity etc. for each unit of tangible products. But since services are customized to the needs of individual customers, therefore it is literally impossible to maintain the same standard for each unit of the same service by an organization. For example, a beautician is unlikely to provide exactly the same level and amount of service to different clients. This difficulty imposes the problem of maintaining quality control standards. Service organizations must therefore plan their products in such a way that consistency of quality is maintained in each unit.



	
	•
Perishability:  Unlike products, services are highly perishable. That means, if a service is created and is not purchased by a customer, it is lost forever. In other words, we cannot store services, once they are created they must be consumed immediately. Examples of perishability of services are empty seats in an airline, empty rooms in a hotel, etc. There is certain exceptions to this general characteristic of perishability of services. For example, an insurance company sells its services to its customers but the services are not delivered or kept stored until they are needed by the customers.



	
	•
Fluctuating Demand:  Fluctuating demand means that the markets of services considerably fluctuates by season, day of week, or time of day. For example, cinemas and theater are too busy on the weekends, but mostly idle on weekdays. Similarly, tourists visit recreational sites only during certain seasons. The characteristics of perishability and fluctuating offer a great challenge for the planners of service organizations. Usually, they find alternate uses of their services during off-seasons.



	
	MARKETING STRATEGIES


	
	Marketing strategies for service organizations are basically the same as those of manufacturing firms, i.e. analysis and selection of target markets, product planning for the services to be offered, pricing and promotional strategies.



	
	PRODUCT PLANNING
The product planning stage for a service organization includes decisions on such matters as services to offer, service-mix strategies to be adopted, service features, and management of service quality. 



	
	Service and Product-mix strategies
Service and Product-mix strategies such as expansion and contraction of service and product-mix to adopt to the needs of the market. 



	
	Special features
Every firm, whether in the business of marketing of products or services, uses some special features to distinguish its products and services from the competitors.



	
	Service quality management

Quality management for services is much difficult as compared to the products. Because it is difficult to define, measure, control, and communicate quality of a service. 



	
	PRICING STRATEGIES
Pricing strategies for service organizations are the same as those for manufacturing firms.  Two main pricing methods, i.e.



	
	•
cost-plus pricing, i.e. pricing on the basis of cost only. 

•
pricing in relation to the competition, i.e. to offer prices that are slightly below the competition.



	
	DISTRIBUTION
Since services cannot be stored, and must be consumed at the time of creation, therefore the only possible distribution channel is the direct sale. 



	
	PROMOTIONAL STRATEGIES
Promotional strategies for services are similar to those for products. The promotional strategies include personal selling, advertising, sales promotion, and public relation. 
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