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Sales Management and Organisation

INTRODUCTION
‘A good Sales Organisation sa one where sn the functsons
of degartments have each been carefully planned and coordsna
ted towards the objectsve of putting the produst sn the hands of
the consumers—the whole ¢ffort besng efficiently supervised and
managed g0 that each function ss carrsed ous sn the desred
manner * —Cunlhiffe L. Bolling

Sales are the life blood of business with the expansion
of business, the size of the market to be covered to self large
quantity of goods becomes too large to be controlled by the
owner of the business undertaking personally Hence there
arises the need of sales orgamisation to perform the various
functions  These functions include market research product
pt sales fi mg  deter of sellmg policy,

selection trainmng, supervision, remuneratioh of the salesmen,
etc Inthe chapter we shall discuss these various aspects of
Sales Organisation y
11 What 1s Screntific Management 7 What are the
1 el of M. ?
SCIENTIFIC MANAGEMENT
Sales Management 1s concerned with the management of the
selling function smce 1t 1s concerned with the entire selling function
1t must follow that many of the activit es are the subjectof separate
«chapters It1s easy to think of management as a general term
<overing certain work 1n the b d ration Itis pted
“that <ch doctors, etc must conform fo certain
Tules of their professions and so too must management be guided by
specific p inciples st 1s important that these are understood So that
mapagement ceases to be the result of personalities and instead 1
based upon recogmsable fundamentals which are common *~
management sn all sts aspects Management s role can I
=s a responstbility combining four essential elements =

%
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(a) Planning
(b) Coordinating
(¢) Controling and
(d) Motivating
In practice these clements are concepts which apphed to the
different functions of the business, become gdopted to its nceds
and are not so simple as they may appear .
ELEMENTS OF MANAGEMENT
Planning
P 15 an tial of and will be
carned out 1n all differing fi It1s an answer
to the question—‘''What must be done’ and will determme also
¢ Who will do 1t and the conditions applying to the tasks The
bastc requirements of all plans are that
() They must be based on fact or upon rational
assumptions
() They must be realistic
(+13) They must be comprehensive
(s} They must ncorporate sufficient flexibility to allow
for reasonable variation, and
(v) They must be known to all mnvolved n carrying out the
task
Appl of P1 To be applicable the plan must be
based upon extenstve market research and the facts venfied at
every stage The plan should also be evaluated after investigating:
the total market for a particular type of product Flexibility must
be provided by establishing a specialist production hne to allow for
vaniation to production The plan should also be subject to contr
nual review The details of the plan should be discussed with &'} the
departmental heads concerned and their subordinates who bear
responsibility for fulfilling their parts of the plan
Coordination
Coord! 158 tant of pl g and may be deseni-
bed as the essence of management It does not have any special
techniques but 1t . largely what a good manager makes 1t Never
theless there are sound principles on which to develop skills It
derives from the manager s personal sense of constructive coopera-
tion and req task und. ding and gud It has a special
Need 1o help the staff to see the total prcture and to coordinate theit.
activities with the rest of the team
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{s) It will encourage direct personal contact within the
orgamisation patticularly in lateral relattonships
(s) The coordination, concept, must be fundamental to the
business operations and will be basic to and apse from
the planning element
. (1s) It wil encourage the free flow of mformanon thats
selective to the objectives of the business
() It will sce that no personal problems arising from the
bustness operation are jgnored but will endeavour to help
through a free exchange of 1deas
C and Sales M B t. M a team of
salesmen presents particular problems of coordimation Sometimes
different departments are myolved If the salesmen bring to the
potice of the Sales Managey the complamts about the quality of the
product, he has to consult the production manager

Controlling
Controlling anses from the acttv ty of plannmg and ensures
that set targets, budgets por schedules are d it will mnstigate

procedures to bring to light a failure to attain targets Sales manage-
ments role controlling 1s especially onerous as many of the targets
are the results of fi ts that are 1y only pred
Salesmen s targets afe alsp predictions based upon estimates of
their fasth coming sales  The control system must
(s) Prepare sales and market forecasts
(st) Determine the level of sales budget,
(1s3) Determne the sales quotas for each salesman,
(w) Continue the review and selection of distribution
thaonels '
{v) Organjsc an cfficient sales force
() Establish system of sales reparting
+{m1) Establish system of statistical sales control
(v1t)  EstablishStock control system,
(1z) Contipue the review of performance of the sales force,

i

i and
{r) Establish p:nodxc‘al trammg programmes

, Controlling the Sales Force In a big organsation each
salesman s assigned a terntory not so big that it canpot be ade
quately cover it Each salesman has a target set for specific period
and from the weekly, monthly sales results 2 control system 1s
established that will reveal whegher a parucularsalcsman 13 werking
cGiciently



4 Bales Management

Motivation

‘Motivation 18 essentially a human relations concept It bears
the responsibility to weld together distinctive personalitses into an
cfficient team M requites knowledge 6f human psychology
as a means of understanding behaviour patterns If the members of
a sales team are not motivated to the achievenient of the goals of

thc company lhcn the g%als will not be reached
El

Interr the

The four el of (ol Arnat
controlitng and motivatir g) are mtcrrc]aled and each exerts an
mfluence on a particular g M skifl
1510 21 of the and 10 1esponding  with the correct

action to rectify the sitdation
1.2 What 1s Sales Organisation ? What is the impor-
tance of the Sales Organisation to a firm ?

DEFINITIONS AND MEANING OF -
SALES ORGANISATION
1 “ASales Or like any or 1s a group

of individuals striving jointly to reach certain common goals and
beanng mformal as well as certain formal relations to each other *

—Still and Condiff
2 Sales Orgamsanon 13 the plannmg direction and control
of p 1 seiling fecruiting equipp-

ng assigning routing  shpervising, paymg and motivating as

these tasks apply to the pcrsona.I sales force'
4 A "

3 ““An orgamsation 18 a group of people operating willingly
and 'effectively to achieve a common objective. -—Ralph G Davis
4  The object of Sales Orgamsation 13 pot merely to sell
goods to distributors but to get consumed or to get them into use
directly or md\rectly The Sales manager may employ Assistant
Agents Merct Wholesalers and Retailers
to sell his goods and those goods may pass through many hands
before they reach to the consumers or users —C.L. Bolling
The above definitsons clearly bring out the essence of Sales

Or A sales org: of human bengs work
ng together for the marketing of products manufactured by the firm

or the commodities which have been purchased for resale

Sales Organisation 1s concerned with effective coordmationt of

to achieve ble sales. Its job s to provide
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an cfficient and economical admimstrative set up to ensure tiely
movement of goods from the firm’s ware house to the ultimate con
sumers on terms satisfactory 10 both buyers and sellers

NEEDS OF SALES ORGANISATION

The primary objective of any husmess undertaking, s to sell
successfully the goods or servicer  Sales are the life blood of
business® When the updertaking operates on a small scale the
proprietor 1s able to sell the entire output mself or with the help
of a few salesmen under his direct control and superviston The
need of the sales organisation does not anise  But with the expan-
sion of the business the expansion of the market there arses the
need of sales organisation e =

These days goods are produced on large scale with compf:cated
1echmques to cater not only to the local markets but for theipterna-
tional markets When goods are produced in antiipation of demand
to be sold 1n a growmg-competitive market the need of sal
sation becomes self evident

The need of a sales orgaotsation anses out of the followiag

. () Demand for the goods has to created through/competent
salesmen

() A congemial sales climate must be cregted through
effective advertising

(sis) Orders recerved are to be handled promptly

(v} Compl of the are to be d lnl‘o/
and if found genwine, are to be attended to the satisfaetion of the
customers

(v) Outstanding bills are to be collected |

{vs) Production or purchase of goods has to bc planned

keeping 1n mind the market conditions

, IMPOR'{‘ANCE OF SALES ORGANISATiON

(s) It greatly increases managernial efficiency—A good sales
orgamisation  ensures efficient working and substantal reduction
m sales cost

" (») It encourages special -All the act S d
with sales are” divided 1n divisions and sub-divisions 't Brves
opportunity to the employees 1n specialising 1n lheu- particular work
or function

{ss9) It impréves the possibilities of rapid ' growth of the
1astitutions -

}
\ '
\
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{sv) In the absence of an eﬁicwut snlcs Organisation economies
of large scate prod and can not be enjoyed by
the firm Pmducuon 15 dcpcndcnt on sales

(v) The safes dcpaﬂment performs very useful functions such
a5 market b, product pl g, sales and budget
g etc Which enhances the efficiency of lhe orgamsauon and thus
increases prcﬁtabnmy of the firm

. FUNGTIDNS OF SALES ORGANlSATION

The sales organssation performs many useful functions Some
of the functions it has to perform are as follows !

(a) Routine work. Among the routine works of the sales
organisation fire planping and detcrmmmg salcs pohcy, dc!cnmnmg
territones, doordinntion et !

() Administeation Dctermmmg responsibilities oootdma—

t hcn evalnation of pcxfm‘mnncc} relation with dealers, selection of
of sal transfer, discipling, promotion, etc

(c) Operative Evolving sales policy, product planming, selling
routine, sales promotion and appraisal of performance.

(d} Clerical Correspondence contact with customers and
dealers, records reports

(¢) Speeific work. Matket rescarch, pmducx planmng, sales
fommtmg and budgeting cost control, etc

* Thus & good sales organssation 14 one where 1n the functions
or departments have cach been carefully planned and coordinated
towards the objective of putting the product in the band of the con
sumers the whole effort bemng efficiently supervised and managed
80 that each function 18 carried out in the desited manner

I

13 Distinguish b Or isation and M
ment  What sre the various departmnnn in an indastrial
arganisation to keep control over the entire organisation ?
'

SALES ORGANISATION JS A PART OF
A BIGGER ORGANISATION
‘When a company ls fotroed, the top management consisting of
end plans the programme of proguc
tion and the mechnmun of distnbution. They keep control over
u:e eatire orgamsation  This 18 made possible through the yanous

its of the  or There are atleast four depsnt
mcnu 10 20 INAnstral coneren  The Alfrare .nrbosne of thegs

&
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departments get instructions from the top management who 10 turn
get the work executed
1 Admimstrative Department First there 1s the
Admmstrative Department under the charge of an administrative
officer, manager or superintendent. The manager looks after routine
ma!ters relating to production and distrrbution 1n general as well as
ative matters, 1 imports provident fund, payment
of wages icome tax and so on He works under the managing
director

2 Purchasing Department A section of this department
13 Tesponstble for purchasing raw materials required for production
and another 1n buying the stores and spare parts Tequired These
ate mecessary for turming raw maferials into fimshed products
‘When machines are working 1o two or tliree shifts they get quickly
‘worn out Obviously spare parts are required everyday by the
production departments P ¢tiors are sesponsible to the
mmanaging directors apd buy as per the general directions and
specific istructions given to them

3 Production Department. There may be many sections
it Each section 1s 1n charge of a techoical person For example
ina textile mll there are prod master
a weaving master, a dyeing master a fimshing master, etc All these
officers work according to the mstructions of the Managing
Directors who plan and direct the entife” production programme

4 Distribution of Products Department This department
1s under the charge of a Sales Manager He 1s also responsible to
<the Managing Directors who plan and direct all matters relaiing to
anarketing or selling The sales force work under him

ORGANISATION AND MANAGEMENT
DISTINGUISHED

Orgamsation’ raeans a structure brought into emstence,
arranged 1nto a system and put 1nto working order

Management means the art of making an organisation work

fully Both are ind ble fora pany which takes to
manufactuning  If the sales orgamsation 1s not efficzently managed
profits will be less and satisfactory dividends cannot be paid to the
share holders The Managing Directors will find 1t difficult to
satisfy and rcply 1o share holders 1n general meetings The success
ofa pany ds on a very capable Sales or, .
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General Organi of a Maouf: c

Board of Directors

Managing Diréctor
ot
General IlVlanagcr
| { 1 {
Company Production Sales Stores
Secretary Manag M Manag,
| 1 |
Secretartat Production Sales Sales Department
Department Department Department deahng with the
dealing with secretartat (Manufactu execution of orders
duties legal matters  rmng) including  ware-
accounting finance and y bousing, packinge,
credit and collection despateh, dehvery,

1nsurance, etc

Basis of a Sales Organigation The natore of a Sales
Orgamisation 1s prnmanly indicated by the volume of production and
the scale of business  Sales orgamisation 1s but a branch of a whole

tree The d d arrang will dingly differ fromr b
tob The facturers or| will differ from that
of a trader and mmporter and exporter s sa'es organisation 1s bound
to different from that of a trader ot a facturer Ifthet

1sona small scale more than one functions arc pesformed by one
person  In the case of a very small umt almost all yobs from
production to sale are performed by a single individnal

Coop ion and Coord: The gencral effictency of
the business depends on the efficient working of the different
departments  There must be proper cooperation and coordipation
among the vanous departments These departments are mfact,
scparate only for the purpose of administrative convenrence They
are all a part of one business branches of the same tree If coopera
tion and coordination are ldcking business will be rumed If the
sales department 1s alack, the efforts and efficiency of the production
department will be wasted  If the sales 2nd advertiang departments
arc very active the production department must be able to cope up
with their efforts and folfl the production schedules, Stywlarly the
peod may be b d by the slackness so the of




and Org

)

(Rt ¥ had =

sagourlq woay sp10ast

aswsaug aawmsdfeg as qua Furpesp siuvsissy

Suieaesy  (100puf 10) 18307  [edu9[) siodal gupm

] ! | S3[83 [BNPIAPIE gyia

) Bayzep mwsissy

Ia8eue youelg sisf{ene

] uswsdfes 830} S3jEs Hia Smiesp

TonaRg 1o ! Jo  ofregomr sy [esusneig

e Smsniaapy SWOO0I M0US 30 LELHET LT 20353d50] s3[BS §19p10 qNa Suijesp

Jo a3ieyony saqouwsg s81eqouy  Burj2ausy-a31eyouy 10 sY39)2 s1eqdeslonsyg
Jgeuspy Jofeuey W §2g £ S [euosIag

Susniaapy sajeg findag sajes finds@ Swqeg ALindaq o».n_.uo 83[Eg

- | _

M

|

8eney soes
|

($282oejyl Je1200D) J0 20j933i(] BUBRIRIY oq) 01 9[qismodsay)
- . amampndag] sapeg

Jmammapdag-sofes o3 Jo uoprEsiuEsIQ) [uIanay



10 Bales Management
orders by the Storage department and by ndsfferent collection on
the part of the Secretanat department

This cooperation 1s achieved by the Managing Director or the
General Manages who coordinates the activitics and dutres of the
different departments He holds periodscal conferences of the
departmental chiefs 1 order to arnve at a fixed programme Each
department knows 1ts task and knows how and where to cooperate

with other departments
14 What are the dufferent types of Sales Orgapisa
tions D the ad ges and disad of each
type of organmisation
NECESSITY OF SALES DEPARTMENT
The Sales department 1s only a part of the general business
organisation A small business may not have a formal sales
orgamssat on  But most modern manufacturers will prefer to have
their own sales orgamsation Some of the rmportant reasons why
1t 15 desirable to bave a formal separate sales organisation are as
follows
(s) The people at the top may find more time to devote to
planning and policy matters if selling 1s Ieft to a formal
organisation
(1) It helps to divide and fix responsibility
{n1) Repetitive duties are easily avoided
() Responsibility can be properly located
(v) A sales rontine can be established based on actual
experience
(1) It helps to train and develop executives s
(vse) Tt stimulates the efforts of those concerned with selling
(vs33) Indrviduals have a scope for advancing mn the organisation
(1z) 1t ensures proper superviston of the sales force
(=) It enables the working of policy formation planning and
execution
Fanet: of Sales P1 The £ of sales plann
i0g are mainly Market apalysis distribntion research coordination
within the orgamsation coordination with outside distribution
agencies policy determuination m relation to price, credit and
service sales budgets and Blheh of quotas The
operations of sales 1s 2 hughly developed function of the sales
organisation It consists of selecting  traimng strmulatng and .
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supervising the sales force, payment to the salesmen, relations
with distnbutors, control of branches, ceordipation of sales and

advertising etc o ()\m\ J
TYPES OF SALES ORGANISATION |
Sales,organisations could be
(1) Line type
(4) ﬂtge and Staff Type
(1) Committee Type .
(s} Tetritonal Type 4
(v) Trade Type ‘
(CD] Pré’du\cy\'l‘ype t
{i) Le Type of Sales Orgamsation
W Here the responsibility ss centered in one man e g, the Sales
i Manager Authority flows downward 1n a strasght me This can be

seen 1o the chart below
General Sales Manager
{

. i |
Assistant General Assistant General
Sales Manager

Sales Manager
‘(Fxle\d) . (oslice)
| i
Sales ) Sales M Sales Manag Sales M
Region Region Region Region
A B o ‘D
1 1 [ l

[
Field Sales Supervisors
Branch Managers ,
Asststant Branch Manager

Salesmen

Advantagey
1 There ure po delays an formulating pobicies and plans as

well as their executron
2. The authonty being centralised there s no confusion 1n

fixing responsibility which can not be shifted
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3 It helps developing strong executives and gives ample
opportumty to really capable persons
4 This 1s tmost commonly used type of Sales Organisation.

Disadvantages ,
1 Such an organisation 18 not good for speciahisation
2. It tends to faster geperalists
3 There 13 too much responsibility on one man
4 It creates 8 tendency i all Jevels to be ‘yes men
5 The orgamsation does not afford an apportumty for the
subordinates to grow and develop

It smits such businesses that are either one man enterpnises or
those that grewout of the beginning made by one man

(33) The Lane-5taff Type of Sales Organisation

When there are medium sized or large sized industries and
1ndustries putting forth a large number of products such an organs-
sation 18 sulted ; The sales manager 1s assisted at cach stage by'a
staff of specialists n different departments such as plapming,
rescarch promotion service finance, statstics, engineenng and
tramning etc The speciahsed stafl advises the sales manager The
chart below 1llustrates this type of sales organisation

General Sales Manager

| |
Advertising Asstt Gen Sales Manager Promotion
Distnibution (A number, of Regional Organssation

Sales Manager(s)
Dealer Accounting:

| |

Spend Asstt. (A number of) Special Asstt.
10 Service District Rep and

Pr
Accounting

| [ I
Asstt 1 Service Dumb‘uton Assit. 1o Promotion

J f 1
Retail Dealers Wholesale

Salesmen
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Advantages
1 Specialists are available to assist in sales planming
2. Sounder policies can always be fiamed and evolved
3 Higher exccuttves are frec 1o attend planning, the details
are left to subordinates
4 1t develops experts and improves coordiration and
cooperation
Disadvantages
1 It 1s very costly type of orgsmisation and only very big
firm can afford to have 1t
2. It tends to move slowly and encourages shifung of respon-
sibilttics
33} The Committee Type of Sales Orgamsation
In this type of sales orgamsation a commttee 1s entrusted
wnith the task of planmag The execution 1n the field s left to a
field sales manager This person may or may not be a member of
the The tee consssts of Managmg Director or the
“Geperal Manager; Petson incharge of Finance ;gﬁm‘o’fﬁcc.
Products Manager, Advertising Manager and Sales Research
M Their d may be different 1n, different organisa-

tions. The chart below will give an idea of tins type of sales
“organisation.

Sales Commuttee

1 |
Sales Supervision General field
Manager Mallxager
| ; {
Javestigators Gereral Field
Supcrlvxsor

!
(A number of) Divisional Manager

(Under each Dnlrmonal Manager)

! [
Dealer Service
So or Sales Supervisor

Dealer Servicemen Salesmen
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Advantages
1 It 1s possible to obtain a broad opinion and a chance for
deliberation before any action 1s taken
¢ 2 It makes for better coordination among the different

departments

3 All round cooperation 1s promoted

4 Even the smallest man 1n the organisation has his say

5 The entire sales force works as a big famuly

Disadvantages

1 It tends to = aste the time of people who are not concerned
with the deliberations at hand

2 Action 15 often slow because consensus is always mot

possible
3 It offers scope for interpal poltics
4 It does mot have the ad ge of fixing individual

responsibility
(3v) Territorial Orgamisation
All the three types of sales organisation could have a ternto-
rial orgamsation Here a terntory 1s divided mnto 8 number of
units of divisions The division may be internal and foreign
depending whether the products are sold 1o home markets or 1o
foreign markets
Advantages
1 Terntonal division makes for a better control of salesmen
and a better service to customers
2 ‘Transport costs are also reduced
3 It helps 1o effectively meeting competstion
4 It enables the manufacturer to understand and appreciate
Jocal problems
Disadvantages
Expenses rlse and terntorial divisions  create problems of
distant controls
(t) Trade Type of Sales Organisation
This type of sales orgamsation is based on the type of
customers such as departmental stores cooperative societres chain
stores  Such orgamisation suits only large producers who cater to
different classes of customers
(r1) Product Type of Sales Osgamsation
When compapies sell a Jarge vanety of products such 20
or] s ded 9 rharmaceutical, cosmetics
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producers etc

In thus type a group of salesmen 1s assigned to eacu
product !

A

15 Point out the factors that determine the structure
of the Sales Organisation Name the chief departments of 5.
Sales Organisation

FACTORS THAT DETERMINE THE STRUCTURE

OF THE SALES ORGANISATION

Some of the chief factors are as follows

(3) Nature of the products The nature of the products hag
an influence on what the structure of the sales orgamsation shoy}d
be like Consumer smngle use g00ds of everyday DLfe Like soap,
Cosmetics that are bought repetitively Tequire a more complex
organisation than a Juxury article jike colour T V, air Conditioner,
motor cars, etc which haye no repeat market No doubt some of the
items which used to be considered Tuxuries yesterday are regarded
items of necessity  Still Comparatively therr sales are not repetitive
A perishable article must be sold soon It would require a larger
sales force and close supervision  This can be noticed 1n the case
of milk and mulk products, frutts and vegetables The quantity of
product sold also has an mmpact on the structure of the organ;-
satron

dispersed

(1) Stze of the Company  The size of the company itself
would affect the sales Orgamsation A lme type of organssation 1g
best suited 1f the company 1s small while line staff type 1s smitable
for a very farge concern !

(+v) Method of Distribation Arnother factor which 15
material for the sales Organisation 15 the methods of disttibution
employed for the products

(v) Finance Finance plays an 1mportant role 1n decndmg the
structure  When capital 15 imited a manufacturer would naturally
Prefer 10 entrust the whole sellmg fanction to outside apents
because he can not afford to have an expensive sales organisation of
of his own

(1) Selling Policies The szlhing policies of the Producer
are also a determining factor If the manufacturer decides 1o
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follow an aggressive sales policy he must have a large and complex
-sales structure Some h the h fi m
~which case the sales structure will have research staff to advise the
sales executive at different levels
‘Whatever the type of sales organisation 1s chosen one thing 1s
very important that 1s the sales department must coopcrate wnlh the
-other departments of the b A
the various departments of the business house will ensure success
of the business There must be active cooperation between the
(production and the sales departments

DEPARTMENTS OF A SALES ORGANISATION

The number of departments that constitute a Sales Orgamsa-
tion depends upon the scale of productive and distributive
opcmllens and the type of goods for sale Where the article

ed 13 a sp y ttem requinpg varous types-of
advertising on a large scale more departments may be necessary-so
that cach can specialise in discharging a specific type of work
There can be a market Research Department for studymg the sales
possibilities of the goods and making suggestrons an advertising
department for promoting sales & credit department for studymg
credit worthiness of dealers and consumers, a trainng department
for m the efficient discharge of their duties and
a sales department for carrying on the routme work. Each
department may have its small organisation On the basis of

a sales or may have the following departments
or sections

(o) Advertising Department. Advertising stands between
production and distribution smce goods are first manufactured then
advertised and there after sold  In big companies the advertising
department 1s headed by a manager who ptepares the art work with
the asuistance ©F his staff select the media or he may see that
advertising 1s satisfactory made by the agency He selects the night
type of medium  For indoor advertising there are pews papers
magazines redio advertising television advertising  Advertising 18
an art and requires the services of persons who are capable of doing
1t thoroughly

This 1s an age of publicity and mere salesmenship 1s g0t
enough  Publicity 1s & sort of silent salesmanship It has becoms
a vital force b social ife  The main function of advertising 18 10
give information
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(5) Market Regearch Department The mamn task of the
«Jepartment 1s In making h wm t:
Relevant mformation 1s gathered on 8 number of matms that have
to do with the extension of sales The dcpartment collccts
information about the nature of d d
-of goods, effectiveness of advertising channe)s of distribution
and s0 on ‘The dcpaxtmcnt collects data by vanous methods
raises have to be prepared.
“The data thus collccted are propcﬂy studied and analysed and
finally a report 1s prepared on the results of the survey ona
particular problem  The department s mcharge of prepinng
statistical data 1 respect of markets and consumers for the study
by the company executives,

{¢) Sales Promotion Department This section 15 concerned
with the steps 10 be taken for mcreasing sales volume  This 1s done
m vanous ways such as supplyng sales literature and display
matenals to the dealers, imviting them to sales conferences and

favourable terms of trade, wniting  personal

letters giving inducements holding dealers and consumers confests
ctc

@) (:redjt Department In big business houses there1s a
separate credit department with the mam object of stating the
<conditions under which credit can be granted studyu:g the credit
worthiness of the )l

credit, coll d and takmg action 1 case of
aon payment. The department also works as a brake on travelling
salesmen who have a tendency to promise liberal credit terms with
a view to showing higher sales
(¢) Personnel Department. The function of the departmtent
13 confined to recrmitment and traming of the salesmen. 1t also
prepares sales manuals
(f) Sales Department. All the duties connected with the
sale of goods fall upon this department. It s headed by v.hc sales
' manager The sales department app or get app d
lays down termtories and routes for travelling salesmen aypomu
' agents 1ssues Instructiops to salesmen as to terms of sale etc
tecerves orders and dispatches goods, writes accounts looks after
% branches and performs many other duties




18 Bales Management:

POINT AT A GLANCE

1 The scope, size and natore of sales organsation are
determined by the volume and the scale of the business The
general orgamsation of business have the

{3) Secretarial Department
(s%) Sales Department
(319) Storage Department

2 Sales Department 1s necessary to properly plan the policy
and operations to sct up a sales routine, to stimulate sales
efforts and to ensure proper supervision so that the goals are
achieved

3 Types of Sales Organisation
(a) Line Type—Responsibility 1s centered, authonty flows

downward m a ht line It el delays mn
policy makmg and their execution Sales manageris
assisted by a stafl of specialistsin pl j{ T
promotian, etc

®) The C Type—A C of Depar \}

heads forms the sales policy and the execution 1s Jeft to
the sales manager
(¢) Territonial Sales Orgamisation—Temntory s divided in a
number of divisions 1t ensures better control of salesmen
and better service to the consumers
Trade Type Orgamsation—It s indicated for large
producers who have differeat classes of trade customers
such as industnal users cooperatrves departmental
stores multiple stores, chain stores etc
4 Sales Office  Control the sales department It functions in
peration and dination  with other departments of the
enterprise It 1s control office with edquipments and facilities
Some clerks deal with customers orders others work as
statistical clerks analysing  tabulating reports from the
salesmen  Others might look after correspondence etc
Efficiency of the sales department depends on the sales office.

@

=
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Sales Manager and the
Sales Office

INTRODUCTION

A comnuttes of the Amerrcan Management Associa
tion headedby Mr H W Dodge Exccutive Vice President of
Mack Trucks Incorporation pomnted out that the successful
sales maunager 8 Job was not confined to merely the’
sales force It went much beyond that. The modern sales
manager must be able to make use of modern tools Ike
advertising and sales promotion, market rescarchand preduct |
sesearch  The mam tasks of the sales manager coastitute
Executive management of the sales force customer relauons,

over all public relations; and control of the prod}xct These
heavy responsibil d d dxnamxc Jeadership and exira
ordinary organismg abiity on the part of the Sales Manage»

- \
21 What qualzties go to make a successfal mam':gc- ?
What are the duaties and R responsibilittes of the Sales
Manager -+ ° '

Sales Manager 1s the chief executive or head of the sales
organisaton  He 13 the gmding and dniving force of the sales,
organusation He ssvanously designated as the Chief Sales Executive,
the Sales Director or the Sales Manager  In smaller firms the sales

himself 1s responsible for most of the functions of the sales
But 10 modern large sized firms the various functions

are the responsibilities of the sub-departments of the sales orgamsae ©
tion which are specially constituted and are placed under the charge
of the sales manager In such firms the sales manager assumes the
d ative role of the sales plan while the responstby-
lity of carrying out vartous functions ©  transferred to the various

heads of the sub-departments
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IMPORTANCE OF THE SALES MANAGER
‘The Sales Manager plays nnlmport:mt part 10 attammng the
goals of the t He 13 tesp for d g all sales
activitics  The results of his functioning has a direct beanng upon
the prospenity of the business His activitics are vital for keepung the
industnal plants operating continuously and efficiently  Supplymg
the products to several parts of the country or making exportson a
Targe scale all depend on the Sales Manager
QUALITIES OF THE SALES MANAGER
The Sales Manager as the head of the Sales Orgamisation must
possess certain qualities to be a successful Sales Manager
Pederson and Wraght have suggested the fouomng qualma
tobep d by a sales to be 11
the sales function
(a) Possession of knowledge,
(b) Possession of skill and
(c) Possession of attitudes
Possession of Knowledge The Sales Mapager should
possess knowledge of the following
(s) Xnowledge of the policies and the short term and long
term objectives of the firm
{ss) Knowledge of the external factors which may have
bearing upon operations of the firm.
(s1s) Knowledge of present and foture trends with-
mn the industry concerned
() Knowledge of the products both of the firm and of

competitors

(v) hnowledge of mew develop 10 the field of motiva-
tion h, data p and y contro!

(3} Knowledge of the qualities and Iimrtations of the sales
personne]

Posses=ion of Skall Tbc Sales Manager should posscss the

following abilities
(s} Ability to work successmﬂy with others and to take work

from them

(+) Ability to communicate ideas .
() Ability to 1aspire and motivate others 0
(1) Ability to select right type of salesmen.
(0} Ability to evaluate the perfomanoe of the salesmen
(vs) Ability to tram salesmen for future growth of the firm.
4~ (039} Abnhty to analyse and 1aterpret facts.

- i
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{es1s) Ability to take right decision and choose between alter-
native actrons ,
Pe jon of Attsindes The Sales M: should possess
the following attitues
(s} Open mendedness—He must be ready to accept new 1deas
and avail of opportumties for sew products or services
(37) Nattonal mchination to look ahead
{m1) Flexibiity—He shonld be ready to change technigues

hods and pract if the ch sa.
warrent,
(3v) Keen desere for continuous self development and 1mprove~
ment.

(o) Hugh standard of ethica} conduct
We may list ume qua.hncs of the sales manager as follows
(a) Profe M. 1al  ability, mtiative,
experience of bnssiness, knowlcdgc of the sales area, knowledge of
accounts, technscal abilities, knowledge of product ;

{5 P 1 Qual Good p lity, seif confidence,
ge, foresighted, firm d bi P courtesy,
honesty, leadership abylity and attractive

getup smiling face better understanding and open mindedness,
punctuahty ;
[OX 1 o d t full understand-
g of the scopc :md purpose af the business as a whole
DUTIES AND RESPONSIBILITIES OF
SALES MANAGER
{i) The duties of a sales manager are many and vaned He
has to appomt suitable persons to work 1n the different departments
and assign duties to them
(+i) He has to coordinate work of dlﬂ’crcnt dcpartmcn'.s and
sce that no losses are suffered
\{wi) He mnst study the matkc: conditions, problems of
and the sub coming nto the market He
must wmform the Managng Directors of these facts and make !us
suggestion
(v} He should collect samples of the goods of the compets-
tors, try to und: d the better  feat of such goods and get hus
own products improved.
() He shonld keep lus knowledge of the market upto date
by taking with wholesal h retait hants, agenty and
distributors ~

"
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(vé) He should study the cxcise rules, sale tax rules and
packing rules and see thatno legal technicalitics and provisions
are violated

(vs1) He has to sce that the books of accounts 1n lus office are
properly maintained and the varous propesly prepared
He must have before him statements of dauly sales, collections and
all relevant mformation

(s31) He must arrange for trainmng of those who need 1t, call
£ and d probl

{sz) He shotld hold sales contests 1f that can improve things
and take steps to eficourage salesmen

() He must look after important correspondence and clenfy
the quertes made by agents and travelling salesmen  He must reply
to merchants whether the term asked can be agreed to or not.

(z+) He arrdnges 2nd plans salesman's fours, allocate sales
temtories and sce that no clash of interests takes place  He must
msist on each salesman fulfiling hns quota of sales

«z1§) He must manage to collect the dues from customers,
agents and distnbutors This 1s important becavse the sales procesds
are a part of the working capital of a company

{z11s) He must organise an interpal andit and raspection system-
He must act promply on the reports and reclify the defects at oncs

(zw) He bas to sce that the sales department 18 run efficiently
with mimmum expenditure

(xs0) Fivally 1t ss s duty to increase the sales volume to the

extent possible for which he should take all possible measures for
s3les promotion

The followinig chart gives an 1dea of the duttes and responst
bilities of the sales manager
'

Salés Manager
. | J—
T i i !
Market  Publiaty  ‘Personmel  Service Office  RECOT

Rescarch Advertislng Selection  Customer Cosres 30
4

and Sales Pro- and p Statistics
Product  motion Tramming Dealers  orders
Planming Show rooms Remuneration tenders
etc Complants
Quotations

elc
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Itss the sales manager who plans the market fesearch pro-
-gramme and established a sales policy based on the findiags of the
market research The Board of Directors acts upon his advice
wegarding the location and layout of the office and opening of
$ranch offices

TYPES OF SALES MANAGER

According to the functions performed the Sales Manager may
oe classified as

(@) The ad ative Sales M

(%) The Operating Sales Manager

(¢) The administrative cum operating Sales Manager

~  (a) Admi Sales M In a large size firm

the work of sales orgamssation s dinaded into various sub-depart-
ments and cach department 18 put under an executive officer,
%nown as assistant sales manager or deputy sales mamager In

sach firms the sales 15 as fhe ad ative head of the
:sales organsation as 1 known as the General Manager
(3) Operating Manag The op g sales 18
bord: to the ad; 1ve sales Heisr bl

for the actual execution of the plans preparcd by lus head He gives
<ffect to the sales policies lard down by the administrative sales
manager
{¢) The Admi Cum Op g Sales M.

In a smaller firm the chief executive of the sales organsation him-
sell does all the functions with the help of a few salesmen and
assistants 1n the sales office S the sales, 1s known
according to the area of tion or fu d to him

s

2.2. How does theSales Office function 7 Describe a
dew types of selling organizations.

The success of the buswmess enferprise 1s dependent on
the success of the sales office. The wotking of the sales office

‘begins with mquines from the customcrs. Th mquiries may be
mzde’ on xon ?ﬁqﬁ t

<arclully l'nﬂ‘i: ed ‘op ‘How mh or an mquu'y ay “
appear to be, 1t nfust'not be neglected because salcs m'c bom out of
anquiries

A sales ts of the foll: °dcpnﬂm:9ts
s P R - -
1 FPhysical D ibution Depar ‘The mam fi
- afved M Vel gy Y N

i
$OF
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of this department are storage, packing despatching and transport
of goods

2. Publiaty and Sales Promotion Department Its
functions are advertising  selection of media, sample distribution,.
displays efc

3 Public Relations Department The functions of the

department are to mamtain good relations with people—supplier,.
distnibutors, dealers, customers, etc,

- 4 P 1 Dep: Its fi are to allocate
the duties recrmt the sal train them, them and
control them

5 Statistics and R ds Depar This department’
15 responsible for keeping or figures of quantity demanded,
sales, quality of goods

6. Credit and Collection Department It mamntams the
records of credit and collechion  Frames the credit policies ete.

7 Accounts Department. This s an important department,
which deals with the accounts such s Profit and Loss Account.
Balance sheet preparation of returns for tax purposes ctc. Payment
of and therr

8. Markef Research Department It i1s engaged 17
marketing h o hking and disliking
etc On the basis of research data and therr analysis suggest

improvement with regard to quality design creatron of new market,
etc

9 Sales Department It 1s considered to be the heart of
sales orgamsapion It 15 the contiolling nerve centre  It1s headed
by sales manager salesmen clerks typists despatch clerks and 3
number of other clerks discharging work of different types The
sales department app or get app \! lay down ter!
torries and routes for ling pp agents BV
mstructions to salesmen as to terms of sales etc  receives orders
despatches goods prepare cash bills andinvoices receives payments,
stores packed gocds wntes accounts for them looks after branches
and performs many other duties Ina small firm where sep2fate
dep are not d this department carries out all the
work of all such departments Hence sales department 1s the most
important department Since all the departments are no more than the
organs of the sales orgamsation the term * sales department 18 used
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comprehenstvely to mnclude the other departments coming under
sales organisation

The main functton of a Sales Department 1s to effect sales
The results of the sales effort 15 dependent on the efforts and coope-
ration of other departments In case ofa small organisation the
sales manager has personally to control and supervise the varous
sections as be 1s the executive head of the sales orgamsauon In case
of large orgamisations the sales manager has to take the assistance
of a number of assistant sales managers who are placed i charge of
particular sections

The organisation structure of the sales department 1n case of a.
large busmess house may be as follows

Sales Manager

Divisional Manager
(Incharge of divisions)
i

District Manager
(Incharge of Dustricts)
4

Branch Managers

Y

Local Salesmen Travelling Salesmen
SELLING ORGANISATION
The selhing must folly der alt the

channels of distnbution eventually fix and adopt those which would
bewng the best results  This would greatly depend on the nature of
the article as well as the money which can be spent by the organisa~
tion concerned

The following are the various orgamssation of selling

1 Wholesal The wholesalers form an important link 10
the chain of producers, retailers and consumers A wholesaler deals
n large quantities of purchases and sales '

Types of Wholesalers There may be manufacturer whole-

salers, h holesaler, retatler wh ler, general h
dise wholesaler specialtty wholesal
2. Retaflers Retalmg implies distnbution and sale of
4 oods
to the ul m small q :

%,

B}
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Types of retad organsation

(s) Departmental Stores The departmental store 1s one of
the most important types of large scale retasling mstifutions These
departmental stores sell a wide range of goods haudled by well
defined departments

(5) Multiple Shops/Chain Stores They deal m sugl
merchandise and sell it through a Jarge number of identical retal
stores n different parts of the country

(c) Maul Order Houses These houses deal directly with e
-customers at economcal prices  Orders are recerved and goods are
sent by post  These deal 1a standardised goods only

(@) Consumer Cooperative Stores Certain consymen
form cooperative societies with a view to elinunate the wholesalers
as well as the retailers and distnibute goods among them at cheaper
prices

(¢) Through Distributors and Agents The manufacturers
sell directly to distnbutors Sometumes agents are appounted 10
effect sales

(/) Commission Agents They sell the goods on comm!
sston basis

Thus marketing channels are the routes taken by the utle fo

the product on 1ts journey from the producer or manufacturer ¢
the ultimate consumer (or industrial user) Marketing channels
furmsh a bndge b the prod and the Jts
the marketing channels through which a producer of goads delvers
them 1nto the hands of thewr users In this process three basio
ut hiies  (#) place, (3¢) tiwe, and (sss) ownership are created

Followmng pownts should be kept 10 mind whule sclect0f
marketing channels

{(?) One must have complete tdea of the | avarlable
1 the channel

() It costs money and needs considerable efforts to PTocure
services of the channels of distnibution

(§) Middlemen are not the passive hnks n the chait of

distnbution leading from producer to consumer They
are pot just warting to receive directions from the many
facturers Nor they just exsst for the convenience of the
manufacturers
In view of the above manufacturers have to be very careful 1B
1 the ch 1s of bution
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2.3 What is Selective Selling ? What are the advantages
-of selective selling 7 Explain limited and exclusive agencies

To be ful in establishing and tacts with
-the potential buyers based on best mutual interests the manufactorer
seller must select very carefully the marketing channel which suits
s product or products He must decide () to what extent he will
establish contact with the potential buyer humself, and (1) to what
«extent he would use one or more of the middlemen from the
«<hannels of distbution He has to choose one or the other (or
artly one and partly another) of the following
(§) Use of a large number of middlemen
(+3) Use of a limited ber of muddl se, Sel
Sell ng
{#3) Use of Limited or Exclusive Agencies

USE OF A LARGE NUMBER OF MIDDLEMEN

These manufacturers who want to sell their products to all the
potential buyers at every possible pomnt of sale will hike to sell
through all the muddlemen who can sell them effectively This
1nvolves an attempt to place a product 1a every possible outlet
avatlable Such practice 1s more common in the marketing of
<convenence goods such as soaps, cigarette, toothpaste, etc  Product
that buyer wmshes to purchase at the most convement locahon are
-songht to be sold this way

Limitations of a Large number of Middlemen
(v) It 15 simply difficult to establish contact with all the
buyers
(s3) The expense of selling may not always be just fied by the
gross profit obtained
(19 It may be difficult to obtain ready response and active
cooperation from all retailers to sell one s products

In view of these I gh many midd] "

©f selective Selling and Limited and Excl Ag
by some firms

are foll a

- SELECTIVE SELLING s

The term “Selective Selling” means restrion of sales to a
Umited number of middlemen in a given market area. Under this

o
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hod, 2 f: (also a wholesaler) ch only & fov
middiemen who—and who alone—are to be alloved to handic tb
product or products of the facturer (or the wholesaler)

that particular market area Obviously only such nuddlemen ar
chosen who are suse to devote attention 10 the sale of the products
of the f: {or the wholesales) in that particulat macket
area The objects are two fold

(+) Reduction of selfing costs and
(s#) Increasing profits
Some manufacturers practise Selective Selhng both at whole
sale and retaif levels

Advantages of Selective Selling

1 It creates “prestige rmage of a product

2 It lowers marketing costs and reduces credit nsks

3 It 15 an effective tool fo: ensuning consumer s satsfaction
with the product and after sales services rendered

4 It facititates direct marketing activities

LIMITED AND EXCLUSIVE AGENCIES

Meanmng  The policy of Limited Agency Distnbotiod
linvolve restiction of the number of muddlemen fo & Breaier
degree than 1s practised 1n the case of Selective Selltng.  The ter™
“Limited Agency 1s used to descnibe the practice of more restnic-
tions on the number of muddlemen than ts wvolved b Sclechive
Selimg  This policy 15 adopted to take advantages of Exclusive
Agency while avording  the extreme degree of limtation of middies

men warch the policy of Exclusive Agency ivolves
Exclusive Agency refers to an  agreement betweed the:
f: and myddl under which « mapufacturer g/20t
the exclusive right to sell his products 1n the territory spwlﬁ‘a w
the agrecment 1o a particular dealer  No other deaer can sell that
product or products n that terntory  Exclusive Agency agrccmtnt

ray be of two types

(a) Jusive Dealing Ag or Fully Exclusive Agrees
ment and

(#) Exclusive Selling Agreement
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CHANNELS OF DISTRIBUTION

{From the Stage of Raw Materals to_the Stage of
Ultimate Consumer of Finished Product)

} PRODUCERS OF RAW MATERJALS {

[ I
d i i

Manufacturers of

Agents ™) 1o dustral Goods
Lo ! [
3 i 13 15
Wholesaler
Mauufacturer s
of lgnggcétsnal | Agents Branches
[ +
MANUFACTURER OF CONSUMER’S GOODS ]
Manufacturer s
Branches l Agents
4
Wholesale
Trader “—-I
— 1
S S e o33
k)
Manufacturer s| | Large Scale Retailers Ind, !
[ Retail Stores hike Chain Store: R:gexx;"cnt
¥ [N 3

THE ULTIMATE CONSUMER'S [
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Fally Exclusive Agr or Exclusive Dealing Agree-
xoent refers to an understanding written ot oral between the manu-
facturer and middlemen under which the manufacturer graats one
mddieman the exclastve right to sell his product 1 a given market
area and in return the middleman agrees vot 10 handle competitive
products Such a policy encounters two obstacles

1 Many dealers may not agree to the agreement prolubiting

them from handling competinng products

2 Such an 1S to on trade

To aver come the above obstacles Exclusxvc Selling Agreement
type of Excli Agency A 18 g more popular
Under thus method the grants one muddi the

exclustve right to handle s product or products sn a given market.
area The manufacturer agrees to sell to no other muddleman in the
aren, though the middleman 1s free to sell competiting production, In
Teturn the middleman promises to pay special attentian to push the
sales of manufacturers product of products

Exclusive Agency method of distnibution has sound basis
1n the economues of marketing cestain products

ADVANTAGES AND LIMITATIONS OF
EXCLUSIVE AGENCY
The policy of Exclustve or Limited Agency has certain advan
tages as well as lumitations both from the point of view of manu-
facturers and m:ddiemen  These may be summansed as follows

Ad to M £

g ers
1t 1s easter to maintaia resale price because of closer centrol
over pricing and other marketing policies of the dealer
Distnbution costs are less than when they distrib ste through
large number of dealers

It ensures better sales efforts on the part of the middieman-
Prestipe and goodwill of the products 1s bwilt up more
effectively

‘The wtroduciion of nw product ss facditated

Possibility of bad debts 15 oummed

‘Better servicing of the product 1s ensured

1 for M rers

Some gooads stmply can uot be sold effectively through
these methods  For ple sh and

poods can not be sold most cﬂ'ccnvely by exclusive dealers
because they must bave wider distnibution

-

Hw W

aa

-
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2 There1s a nisk of the manufacturer runming the nsk of
jossing his market should be exclusive dealer chapgehus
market area. .
3 Restrcted distribution 1s likely to result m limted sales o
the given market area
4 It 1s difficult to change an exclusive dealer without an
adverse effect on the rep of the facturer
Advantages to Middlemen
1 Exclusive dealer has the full advantage and benefits of ail
the advertising done by the manufacturer in lus market
afea
Closer cooperation and greater asmistance from the manu
facturer 1s tecesved
Bemg exclusive dealer of a well known firm enhances the
prestige and standing of the firm of the middlemen
4 New customers are attracted resulting in increased sales
volume
Lamitation of Middlemens
1 Manufacturer may take away the exclusive right and give 1t
to another dealer 1n the locality
2 Exclusive dealer 15 not free n the matter of pncing and
other marketing policies
3 Itis difficultto change to another hne of products when
giving up excl agency b 'y
Tt sbould be noted that the use of the word ‘agencies’ does not
mean that the wholesaler or retatler who 18 granted exclusive nght
under this method occupies the same place 1n therr relationship
wrth the manofacturer which an agent middleman has with h g
principal
To avoid the possibility of this confusion some authors prefer
to use the terin Exclusive Distribution 1 place of Exclusive Agency
to describe the policy discussed above

N

w

POINT AT A GLANCE
1 Role of Sales Manager N
() Head of the sales orgamisation
(1) Executive management of the sales force ¢
(s33) Customer relations and public refations
(1v) Control of the product.
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(v} He ss friend, phdosopher and guide to the salesmen,
{m) He must have organising and planning ability
2. F of Sales M:
() Planming for future on the basis of past records,
{s#) Adwising the top management regarding the opening and
closing of some branches, etc,
(s31) Sglk and pl of sal and their s
() O the sales
{v) Direction and coordination,
{vi) Task of publicity and display,
{psi) Market Research 10 meet the demands of the
customers
3 Qpalities of Sales Manager
{1} Physical--sound health to discharge heavy duties
(+§) Vitahty and Endurance.
{as+) Psychalogical Qualities
(8) Personal magnatism
{8) Cooperation,
(c) Amiuty to ospire,
{d) Force fulnzss
(s0) Character Qualities
{e) Intepraty
{b) Self disciphine
{v) Inteltectual Quahties
{a) Mentat Capacity
(%) Sound judgement
4. Sales Office
The work of the Sales Office begins with the receipt of
saquinies from customers.

(i) Ing must be followed up and q sent
(i) Salesmen s reports should be properly mamtamed and
analysed

{s+{) Scrotury of the salesmen & reports
{sv) Proper classification of information
(v) Customers records to be mamtaned.
(w1} Prepare planned and accomplished charts
(i} C pond with the tlers and other department.
{ens) Attend customers orders etc.
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Sales Routine

INTRODUGYTION

Sales routine 1s actually a part of the sales office routine

The sales office has to deal with a number of mattcrs
Customers enqutre about prices and terms of sale Sales
routine commmences with replymng to such enquines, gving
quotations, executing the orders, attending cofrespondence
and mamtammng records  Sales routine does not mean the
supplying procedure only but 1t mean the steps mvolved 1
the day to day sales Sales routmme deals with handling
mail, handl t 5 and traveller’s orders,
controlling the sales force etc I fact the success of the

buswess enterprise 1s largely dependent on the success of the
sales office

'

31 Discribe the functsons of sales office How the sales

wffice works 7
HOW THE SALES OFFICE WORKS ?

Successful and efficient working of the sales office 1s one of
the :mportant d of a fol co 1 ensxprise
‘The size of the sales department depends on the size of the business
THe different types of jobs are handled by the Sectional heads but
the ult mate control rests with the sales manager Efficient wotking
18 possible only if all the sections work smoothly effictently and
with full cooperation with one another Success of the selling
«ffort depends upon the suceess of the sales department

1' Customers Inguirses Inquines emanate from the
advertising compaign of the firm or from the convassing work done
by the firm s salesmen  ‘These inquines may be made on telephone
or by letters  Some ufquiries may bewery casual asking for some
anformation “Whether particular goods are available and if 50 ther

prices  Some inquiries may relate to complamts agamst the goods
salesmen or delys m executton of orders If the same mquiry
<ome from vanous quasters 1t suggests dificiency of sales Iiterature,
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All snquirses must be followed up carelully No mquiry however
trvial or casual in appearance must not be neglected because after
aff sales are bomn out of ingunes  If possible the salesman of 1E¢
area or {errtory should follow up the mquiry by personal eall He

may present the prospect sales hiterature and convince him bybes
sales tafk y

2. Salesman’s Calls The sales office fixes up the salesmac 2
calls The salesman 13 requred to make 3 minimum pumber of
calls dasly  These calls must be planned @ such a way as 10 cause
muggnum waste of tume sod energy It should be the duty of the
sales department to see that every enguiry entrusted to the sales
manis properly dealt st by him A scratiny of hig sales report
affords the necessary clue towards tt. The inquines regardiag
complamts about the salesmen should be scrutimsed by the supet
visory stafl or the sales manager The feclings of the custome!
must be respecied  He should not feel that he 15 neglecied other
wise 1t will jeopardise the whelesales effort At the same ume the
salesman must not be let down., He must be shrelded agamnst 88Y
fake or malicious complaint Al thus requires very tactful handling
by the sales manager

3 Quotations The prospect wants to have the guotatiod
for the goods he requres 1If the goods required are standad
g00ds there 3s no dificulty and the salesman can fumself gnve &
verbal guotation by referring to the firm s catalogue  Later o8 2
?uot:mon letter can be sent from the sales office in the Svcc‘ﬁ"d

orm '

Customers somettmes have therr own requurements which ar¢

quired to be f: d ding to thesr sndividual ¢!
The salesman 1s not mere position to offer quotations for spearst
requirements  He may ask the prospect to prepare a design 2660
mg to fus requirements  Ths may be submitted to the sales offict
The sales m Itation with the prod managet
serutinise such designs and quotations sent

4 Salesmen’s Reports The <alesmen have to submlt’f'f‘i"’ns
of their work to the sales manager Most well organised finms pro

vide printed forms for s~lesmen s datly reports, daily progress

the detaded account of the work ol the salesmen systematic record

15 very y The coll and tabul, of such snformabions

for statstical purposes becames easier It makes the work of

companson of the work of different salesmen easy This!s not
- K y
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possible if the ;agesmen are asked to keep diacies because they will
mamiaim 1t 1 their own way

Scratiny of the Reports  In the sales office there are some
assistants who deal with the salesman’s reports  Thev scruunise
these reports and see if any action 1s needed by the sales office
These reports contam nformatton regarding what the prospects are
using at present what they are mnterested 10, special suggestions,
credit rating of the prospects etc The sales office makes proj er
clasuification of the information thus gathered from the reports and
process the matter to the different departments

The salesman's work 1s reflected 1o these reports The
evaluation may be dome by the assistants The sales manager go
through the summanes and 1f necessary calls the salesman concerned
for a personal discussion He advises or 1nstructs hum as to how the
prospect <hould be handled  If the mbtter 1s buyond the authonty
of the salesman, the sales manager deals with the problem himself
On the basis of these reports the sales manager nstructs othier
departments regarding thungs which need their attention

{ 5 Handhng Incomsng Mail Mostly the incoming mail
relate to !

(s} Enqurses and quetations

@) C from to whom goods have been
supplied and who have found certain defects

¢y Salesman s ris

&)) Orders for gr;ggs

Orders for goods come from new as well as old customers
To avord dispniss the sales department must request to send
written order forms Where buyers are personal'y known goods are
often despatched on receipt of orders on the phones even without
watting for wniten order forms All order forms should contain
full particulars such as date of the order, quantity of goods brapd
name, rate at which payment will be made and whether 1t 1s inclusive
of sales tax and freight, when payment will be made, by which
route or mode of transport goods are to be sent 'in how many days

_goods must reach the customer and so on t ‘

When order forms are recerved the person 1 charge of the
meoming mail stamps on these forms the date on which they are
recetved  Before executtng the order scrotiny 1s made as to the
feasibiity of executing the satac The particulars of the order
formus are entered 1n an orders; Received Book or Register

i

After,
H -

'
i
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the entres are made in the Register the Sales manager instials them
ndicating thereby that the goods may be despatched One advice
note 1s sent to the packing department, one to the godown, one to
the despatch department, one to the checking department while one
1s kept m the records of the sales officc The note contains full
particulars about what to pack how and how many articles to pack,
to which address they are to be sent, by what mode of transport
etc Checking 1s done before the goods are packed so that no
errors may be committed i packing The despatch section fills
up the particulars m the prescribed forms for paymng excrse duty
whereever 1t 1s necessary  They check up the soundness of packing
and send the goods to the Ralway parcel office or transport office
to take the railway receipt or lorry receipt as the case may be The
R/R or L/R 15 then handed over by the despatch section to the
sales office which then enters the particulars of the document in the
Register The R/R and L/R 15 an important and valuable
document representing title to goods The consumer will be able
to receive the goods at hisend only on producing 1t at the railway
station or the transport office  If the customer agrees to nsurdnce
for Yoss or damage of goods while 1n transit, the particulars of goods
to be despatched are d to the Insurance Company
‘The sales office then send the R/R or L/R to the accounts office
with the copy of the mvoice Here in the accounts section the
demand draft or bill of exchange 1s prepared  If payment s to be
made by the customer on presentation of the R/R a demand draft
1s prepared  If he has to be given credit a bill of exchange (Hund1}
1s prepared  The accounts office thus sends all these documents—
R/R {or L/R) D/D or BJE invoice ctc to 118 bank with » covenng
letter asking the bank to send them to the bank at the place of the
customer whose particulars are gwven 1n the mvoice for collecting
tthe amount due from him_at the trme 1t becomes due as per D/D
or B/E and hand over e R/R (or L/R) to the customer that
the gobds as per hus order are sent by raif or motor transport and
}.h?t he may take delivery from the ralway station or motor
t office duly p g the R/R or L/R taking 1t from the

Correspondence with other Departments tis
the dut;
of the sales office 1o keep 1ts dealers informed about the changci

3?51:”
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GUIDING PRINCIPLES FOR ALLOCATION OF
SALES TERRITORY

{+) Both the salesmen and the company should be mutually

benefited by the allocation

(1) The size of the ferntory should be determined 1 such a
way that 1t may be covered by an average salesman 1n the
allotted period of ime .

(1) The termtory should be T d and ad
required 1f nny should be made

() A salesman should preferably be allotted ooly one
terntory

ESTABLISHING CONTROLS THROUGH REPORTS
AND RECORDS

Neo pany can of fully without rehable detmled
wformation m the form of wntten reports and records  It1s the
salesman who 15 the primary source of information about market,
competitton customers and prospects and the reactions to the com-
pany s products, service advertisig aales promotion prices and
polictes The salesman 1s the most surtable pedson to give this
mformation because he 1s 1n the field and 1t 15 he who meets the
customers 1 person  These reports become the murrors of the
sales position in the whole of the sales area

Objects Besides getting information 1t 1s through these
reports that a sales manager could know what his salesmen are
doing and how they are domng It 13 equally for a salesman to
know how he himself 1s doing and how tus company 1s dowmg  The
facts and figures reported from the basis for marketing research

enabling an orgamisation to look into the future and devise future
plans -

The process of getting teports and its analysis 1s termed as
Communication System n Marketing  Communication 1s not 2 one
way traffic  Unless management explains and justifies the reports

1t req of the sales or and tr: back to the men
1n the field The 1 and of these reports the
reports will fail to serve as an efficient tool of contral  Control
a a. on ons

e depend on how
properly they ate prepated For tlus Sales Reports and Records are

to be properly designed and simplified and made explanatory to
¢cover all the details These reports may be daily, weekly or monthly
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on the basis of frequency of mnformation needed by !-hﬂa";
department  For getting uptodate anformation the reports shoul
be made as frequent as posstble
Details Requred in a Report

(1) Names and  add, of the prospestsfcu.tomed

contacted
{13) Goods now bought
{a1) lacome social status of the prospect.
(v} What do they seally nced ?
{v) Reaction about the company’s products
{11} How negotiation took place 7
{e3s) Action requuzed or proposed
{v119) Date and time of the report, a8
A good report should be sunple and mtellipble 3t $hO
stress the nformation needed  Essay type of 1nformatiott should 88
far as posnible be avoided

HOW DOES THE REPORT HELP THE
SALES MANAGER ?

1 A salesman’s xeport helps the sales manager 10 "’g’mk:
and plan s work without wasting ume He could schedole
work an the basts of impoftance "

2 When there are changes 1n sales terrstones the salesBa®
the pew area could begin his work by analysing the past seports

3 A check up of the salesmans report is2 good forts o
contcol  The report enlightens a sales manager oun the W
and strong poipts of a salesman ues
4 A salesman s reports are a true Tecord of the sales achivt
from which the sales manager can plan for the future
« 5 Trom a salesmans reports 1t 1s possible to estmat
selhng cost and 1ts effective control stnl
6 The reporis represent the effectiveness of adver
compargn and other sales promotional devices & b
7 Such reports show the tendencies of change tn dema?!
the customers ts
8 Fioally the salesman s reports are the 1ndices of the rﬂ“‘he
of the sales efforts of the firm It 1s these reports that enable
safes manager to determune whether 5t 1s worth while to 5288 %
salesman to a particular area or not.

e 1B
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Personal Control  This 15 the old form of control practiced
even taday 1n some orgamisations  Field supervisors are appointed
and they check the work of salesmen under them Deficiencies
noted are explamed to the concerned salesman and corrective
methods suggested Here also reports are used but preparmg
report 1s the duty of the supervisory staff  This method is costly
and overlapping of functions which makes 1t rather complicated
In the case of drugindustry, fertihser mdustry etc this method 18
adopted to a very large extent

Sales Bullet:n This nfact 1s an mndirect control exercised
by the sales manager The mamn 1dea 1s to keep all concerned the
‘Wholesalers, Retailers, Dealers Salesmen abrest of the market
ctonditions, the company’s sales policy, new products, changes it
prces etc It 1s prepared 1 a letter form or in the form of an
analysed report indicating future course of action Itis ghly
usefol for salesmen For 1t provides them with an authonty a2

deline for therr ties With the help of the information
provided m a sales bulletin 2 salesman 1s able to know the over
all performance of the orgamisation which becomes a motivating
force for hus imtiative

POINTS AT A GLANCE
1 Sales Routine
(a) Handling 10 comng mail
(®) Handling customers’ and travellers orders
(¢) Handling complants from customers
2 Sales rontine 13 a part of the sales office routine

Broadly a sales routine means the steps 1nvolved 1n the day-
to-day sales

3 Sales routine is the h 1 procedare, T
g
enquinies replying to them receiving oraers, executing them

by despatching goods and taking back of defective goods
arc the osual steps that come under sales routine

4. There are many matters on which considerabl
flows in and this relates to routine sales e mad

S, Balesmen’s reports are received and scrutinised. The
wmles manager koows through these reports whether the
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salesmen are actually going to their respective terntones or
not These reports contain wformation regarding

{3} Sales effected

{ss) Concessions allowed
(114) Comments on goods
(sv) Collection of arreas
(v) Business prospects
(v1) Expenses incurred

6 After Sales Service In case of any complaint regarding the
functiomog or quality of the srucles, the office mstructs the
salesmen o attend to the b of the s prom
ptly and should try to satisfy hun by rendertng necessary
service or fepairs

7 Business Circulars Incase of change of premises nsme
transfer of business change of address withdrawl of the
power of procufation to the salesman etc Cyclostyled or
printed circular letters are 1ssued to the concerned parties
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Selection, Training and
Remuneration of Salesmen

INTRODUCTION
Good Salesmen ore mot born but made by properly
orgamsed and directed sales irasming projrammes

—B R Confield

It 18 an orgamssed actiosly amvolng  fact finding,
planming coachng, pracice criticism and accommodation i o
purpossve altempt tc develop selling skills

—George R. Colleng

Selecion and trammng of the salesmen is one of the

“ mportant functions of the sales manager He must be very
«coutious and careful about hus selectron  His success 1s the
sam total of the effortsof the persons he 1s going to select
1If any thing goes wrong with 1t, the consequent failure i the
sales efforts will be unavordable The firm has to spend a
lot of money for tramnng these recrmts  If his choice goes
wrong all this expenditure will prove to be a sheer waste
The Sales Manager should have with him job specification
for each post that he hasto S~

" 41 Discuss the fanctions of a Sales Manager 1n respect
O

{A) Selection right type of Salesmen 7 o
{B) Training of the Sales Personnel.
SELECTION AND RECRUITMENT OF
< SALESMEN

A salesmen 1s an tmportant cornerstone upon which a sales
or, is bwlt  C y the Sales

are con-
txomed with the task of planning a sound selection programme of
Trammg 10n are other prime factors

in devel £fe sales or

But the degree of
success dcpcnds to the large extent on the ability of a sales manager

P
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to ‘attract, discover and hire the nght kind of man  Selecting 2
proper man is @ serious prablem on account of a2 number of
reasons
Difficul to be ed in scl g the xight Personnel
(+) Selling jobs have become more difficult because of the
greater complexity of product or services the multsplicity
of channels of distribution
(vs) Markets are highly competitive
(111) Selling as a career or profession has not been fully accep
ted hence there 1s only a himited number of sal:smcn who
could really qualify for the yob
(1) There 1s a noted absence of where

ship 1s taught
The process of recrtment 15 explataed below

.
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Frvg 41 The Process of Recrustment

DECIDING THE Ql‘ANTITY OF SALES FORCE

The sales mapager ﬁrst assesses the need for sales force n
quantitative terms How many salesmen are required 2 Whatis
exactly the job? What are the qualitres required to perform the
Job ? It 15 the duty of the sales manager to assess the * set of spect
fications covering the manpower nceded for the orgamsation
“This incfudes yob d: aud man specsfi Without shese
two tools 1t 1s very difficult to carryout effectively the ﬁmctmns of
recruiting, selecting training ling and mot

Job Descrsption It 1s a statement prepared tn specify the
duttes responsibilities relationships and suthornty attached toa
particular job Itis concerned with the jobana naot to'the individaal
Major functions required to be performed by salesmen are charted
out first. This will not only ensure the job to be undertaken but
would also make the salesmen think about their Job obligations.

= Nwhunago o
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Such a description should be accurate and should classify the
activities to mdicate prionities 10 performance It should also show
what salesmen need to know what gualifications are necessacy to
perform the designed actwities etc  Job description 15 sometimes
also referred to as ‘position description’
e of job deseription 15 gaven below
An example of J ABGpCo ¢

b
Pept Marketing. Job Marketing Salesman
1 Function and Scope

(a) To produce Sales Quota in an assigned territory
(b) To create goodwill for the company and its products
2 Duties and Responsihalsties
() To acqure maximom knowledge of the company and its
products
(b) To study the apphications and uses of the products
() To get famhansed with the companys promotionat
programme
(4) To study competittve products and to develop a thorough
knowledge on an analytical basis
(e) To establish and mantan contacts with customers
3 Dutzes and Responsihilities—Sales Slalls
(a) To develop and apply the art of persnasive Salesmanship
(b) To plan and develop Sales strategy
() To the and
customers

4 Duties and Responsibilities—Orgamsation and Manage-
ment

3

from the

(a) To secure more business from existing customers
() To send reports and observations
{6} To remember at all imes that the Salesman reptesents the

3 company R

(d) To profitably onented keep p fo the
Man Speaifi Man specifi d the exact
requirements needed for a particular job  On the basis of the nature

of duties the requirements may be also change, €g,a Delvery

mans job conststs largely of rendening service—delivenng

fuel etc Obyiously good service and pl Y will

customer acceptance and produce more sales No creative selling
1

1s necded 1 the case This 15 also the case withan out door
salesm—
R

mitk,

-
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to ‘sttract, discover and hire the right kind of man® Selecting 2
proper man 1s a seriobs problem on account of a number of
reasons
Difficulties to he ed in scl g the right P 1
(s) Selling jobs have become more difficult because of the
greater complexity of product or services the multsphcity
of channels of distribution
(1) Markets are highly competitive
(111) Selling as a career ot profession has not been fully acecp
ted hence there 1s only a imited number of salesmen who
could really qualify for the job -
(1) There 1s a noted absence of nstitutions wheze salesmen
ship 1s taught
The process of recruitment 1s explained below

[ ewar serrerion ]
/] memcat exammation
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DECIDING THE QI'IANTm OF SALES FORCE
The sales manager first assesses the need for sales force 18
quantitative terms How many salesmen are required 7 What1s
exactly the job? What are the qualities required to perform the
30b? It 1s the duty of the sales manager to assess the ‘set of spect
fications covering the manpower nceded”for the orgamisatiol
‘This mcludes job description and man specificaion  Without shese
wwo tools itz very dfficalt 10 carryout effectively the functofs @
recruting, selecting trasmng controlling and motivatiag salesme™
Job D pti It 1sa pared to sptc‘fy the
duties esponsibilities  relationshifs and authorny attached toa
particular yob It 15 concerned with the jobana not to the 16divd0
* Mayor functions réquired to be performed by salesmen are chﬂﬂ‘d
out first. This will pot orly ensure the job 1o be undertaken bot
would also make the salesmen think about their job obligattois-
)

.
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Such a description  should be accurate and should classify the
activities to mdicate prionties 1o performance It should also show
what salesmen need to hanow, what qualifications are necessary to
perform the designed activities etc  Job description 1s sometimes
also referred to as ‘position description
An example of job description 15 given below
ABC Co Ltd.

Dept Marketmg. Job Marketmg Salesman
1 Function and Scope
(a) To produce Sales Quota 1n an assigned territory
{3) To create goodwnll for the s and 1its product
2 Duties and Responsibilities
(a) To acquire maximum knowledge of the company and its
products
() To study the applications and uses of the products
(c) To get famihansed with the companys promottonal
programme
(d) To study competitsve products and to develop a thorough
knowledge on an analytical basts
(e) To establish and maintam contacts with customers
3 Datres and Responsibilities—Sales Stalls

(a) To develop and apply the art of persuasive Salesmanship,
(%) To plan and develop Sales strategy

(c) To the and 1 from the
customers
4 Dautses and Responsibil —O: and Manage.
ment

(a) To secure more business from existing customers

(b} 'To send reports and observattons,

{¢) To remember at all times that the Salesman represents the
company

(d) To profitably onented, heoping expenses to the mimmum
Man § fi Man

P D 10ns 1mnd the exact
requirements needed for a particular job  On the basis of the nature

of duties the requirements may be also change eg a Delivery
mans job consists largely of rendenng service—delivering ik,
fuel etc Obviously good service and pl will :
customer acceptance and produce more sales  No creative selling

18 needed m the case This 1s also the case with an ont doar
salesman,
v
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Missionary salesmen on the other hand are used to educate
the user or buld goodwill Consequently the job requirements
will still be different i the case of Technical Saleemen or Sales
Engineers whose prime  duty 1s to serve as consultant to customers
‘Thus the requirements may change but as far as an orgamsation 1§
concerned they must be determined and outlined well 1n advance

Ch 1stics the man specifications should mclude
() The kiad of information the applicant needs to quahfy
for the yob

(13) The skills involved 1n carrying out job activities
(++t) The personal charactersiics znd atttudes required for
ensuring success and
(wv) Work habits conducive to sales success
Emphasts should be placed on two basic considerations
Can be do the job ?
Will be do the job ?
A certain company discnibed the man specifications for M8
1 >alesmen in the following

1 Integuty—high p 1 d 1 bonesty,
fairness
2 Jud -Correct d based on logic analytica!

study of the problem
Emotional stability
Accepting Responsibility
Getting things done -~
Personal acceptance
« Cooperativeness
R ful and or ity

SOURCES OF RECRUITMENT OF SALESMEN
(@) From company s own staff !
(b} From Competiting Firms
(¢} Employment Agencies
{d) From Educational Institations
{¢) Through Press Advertisments,
(J) From Employment Seckeers
(9) From Casual applicants
{h) Reccommended condidates
On the basts of necesuity the firms may select any one of the |
above sources or mote for lapping required salesmen

o~ ot b

2
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Selecting a Proper Sal Having decided the source
the next step 15 the scrutining of the appl The appl
who satisfy the job descption and man specifications are oaly

dere¢ The selected didates are further examned closely
asing varous methods such as )

(a) Application Form. FEuther a standardised appbeation
form 15 given or the applicant 1s asked to make therr applications
supgestng the essential powts The Application Blank hists only
those qualities and the 1nformation considered essentral for a parti-
<ular job  This enables a quick elimmation of obvious misfits. The
apphcation form, these days, imcludes certain psychologscal
questiops too for properly the of the app
Some firms also use ‘Weighted Application Forms In such forms
specific weight 15 given to the variouy factors that are sought ia |
salesmen The purpose Jbehind the ufe of weighted apphication
blanks 15 to provide maxmmum assistance to the sales manager m
measuring new appl against predetermined standards

(b} Personal Interview Personal iterview 1s highly
essential since a salesman must have certain physical qualittes  The
personal interview helps the sales manager to find out whether or
Dot what the apphcant has stated in lus appheauion form1s true
“The interview may take either the Patterned interview form or
Non patterned mterview form

In the Patterned or Guided Interview the procedure ss highly
standardised  The mterviewers put the same questions to all to
have an easy comparisons on the basts of answers of the condidates
In Non Patterned Interviews the candidate 1s persuaded to talk
Twisted questions which have no pattern are asked  Answefs are
recorded and on the basis of answers provided the condidates are
roted

(©) Psychological ‘Tests For measunng latent falents
psychological tests are conducted  Most widely used ones are the
Inteligence or Genera] Aptitude Tests  ‘These are useful in deter-
miming whetber the applicant has the required mental ability to take
up the job .

{d) Inviting Reference’ Along with the apphications the
candidates are required to provide two seferees with whom referen-
ces conld be made The referees may be
reputed persons 1 socicty B of the p

4% tion this method 15 adopted only for g the appheations.

PP

previous employers or
bility of 1
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(¢) Firal Interview 2nd Appoi After the sel
dure 15 leted the didate may be called once again fof
a final mterview and a medical The candidate 15
asked to submut the certificates 1n ongmnal and an appontment 1
issued. An appomtment order should specificaliy mention the
salary, commsston, allowences, nature of work etc  Then necessary
traming 1s given to them to fit 1 the jobs  In case of certamn jobs
contract 1s entered between the employer and the employce Listing
the conditions on which the job 1s given.
42. Bow far do you agree with the old pehsf that
“Salesmen are born and not made” Why is traimng for
11 y 7 Ontl a prog for imparting

ing to the

‘There 1s an old belef that ‘Salesmen are bomn and not
made Salesmanship being an art most people even today beheve
that a perfect sclesman 1s born and camnot be made Thisss
beolntely incorrect. Crafi hip can be ach d by traiming only
Safesmen s Job 1s & routine one. All great gemiuses always hate
routine They cannot conform withit forleng So the problem
we have to conuder 18 not that of born salesman but of routine
salesmen who can increase the volune of sales cfficiently It ~equires
mtensive traming., Even the born one can leamm a lot 1n traming
sthemes and further culmmnate their 1nnate dnve to the highest
pmnacles. Tramming s ynevitable for all would he salesmen To
gnore 1t 15 o undermune.the futore, D bility of proper
becomes cvident when the W d of a sal are
analysed

QUALITIES OF A SALESMAN
(a) Physical Attributes Health appearance voice dress

{5} Mental Qualsti Alertness, ve self dence,
ful memory and fi ht
(¢) Social Qualities Courtesy, good mannered-

ess, open mindedness: patience ability to meet and move with the
pubhic

{d) Homan Qualities. Matunty tactfulness straight for-
wardness, Joyalty

{*) Character Qualities Honesty, rehiabilitv, stability
ambinstion,

When all these qualities are presenit st constitutes a distinet

ity of anindividusl In the case of a salesman, the lack of
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any one of these qualities would make him a halfman not fit for the
sellng job  In olden days there was & fecling that these qualities

were gh to b a ful sal In the present day
consumers oriemed marhet ng these qualities ate not enough and a
person has to acq some add 1 quall These ate

(a) Knowledge of seif
{b} Knowledge of the Product,
(¢) Knowledge of the Company
(d) X ledge of the C s
(¢) XKnowledge of the Tech of Scihing
(a) Knowledge of Self This 1s partly an ipherent quahty and
partly to be developed by constant self traiming  Every individual
has certain weaknesses and himitations In order to become an
effective sal he should tly bear yn mind his own defects
The asseasmént of s own personality will better equip the salesman
to face and deal with the customers He can benefit from his
personality in deahing with them and avoid the display of hits weak-
nes: Thts 38 essential as the job of a salesman differs widely in
nature, demands and complexity
(b) Knewledge of the Product. One of the basic requisites
/for a sales jobisto have a perfect hnowledge of the product one
handles In a competitive market, if the customers are to be per
suaded and if the supermacy of the product 15 _to be proved the
salesman must have a thorough hnowledge of the product  The
physical app of the sal 15 mot the matter to be sold,
1t1s ultimately the product. Therefore the salesman must have a
detailed knowledge regarding
(3} Nature of the product
{s1) Methods of production,
((m% l};}a‘tms \;_scd (Egrcdlar{ls)
1) (4 o 2ckin; 2CA8,
(v) Uses of prod'!:(:t. elpactaging,
The knowledge of these eould be gained only through properly
organised tramoing by the company
{c) Knowledge of the Company  Selling 1 a process where
ones 18eas (i the form of product) are sold In this sense a modern
sell hus company s prestge Ms relability and g
cxpenience  This makes st necessary for a salesman to know aff
about the company he rcpresents. The following are the detals
which the salesman must know
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(i) History of the Cempany,

(s3) Achtevements/records

{113) Sales Policies

(vv) Distribution Policies,

(v) Consumer Services provided b

(v3) Selling outlets  the Company,
, (@) Knowledse of the C A sal must have
a perfect pnior knowledge of the customers to whom the products
are to be sold: Consvmers are human beings and their behaviour
would be different from one another Theyr buying mottves also
would be different Thetr moods may change and often their
temperaments too  All these necessitate the salesman to acquire the
knowledge of ‘Consumer Psychology  He should know at least—
motives of customers nature and requirement of the customer and
how to deal with different types of customers

(¢) Knowledge of the Technique of Selling  The know-
ledge of techmque of selling could be acquired only through
trgming  The seling techmiques o be adopted for a consumer
product will not have any relsvance in the case of an industral
product In order to become a perfect eflective salesman a person
must have all the guahitics and knowledge mentioned above The
personal qualities are of course inberent qualities but the vaned
Xnowledge needed could be acq d only through co; traning
It1s therefore apt to say that ‘Salesmen are not born nor uade
but they are borm and made * There are certam inborn qualiyes
which should be strengthened th h proper t £ Under the
ptessure of modern business copditions no Pmduclcouldbcso)d
unless the ‘presentation were made 1n an effective and efficient ang
convencing manner

4.3 TCiscass the advantages of training the salesmen
and the areas of training

NEED OF TRAINING

" The need of tramog salesme % et a
newly eppownted salesman does ( tedge
about the product he has to sell N
He may not know bow to scllthy | L them
to the prospective tmyefsww Lven
:ﬁ;ﬂﬁé‘:ﬁ» “ta them \1\

sopply 83 nn{ ;
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OBJECTS OF TRAINING

Objects of gn;mg trammipg to salk may be 15¢d as
follows

1 _To acquamt the newly appomted salesmen with the
Ppr le< of sal hip and technique of sethng

215 impart knowledge of sales 74 .
3.To make the salesmen familtar with the policies and
products of the firm

4.—Fo gve mformation about the dealers and users of the
ﬁmip’r};'?:ucltcsecp the salesmen well mformed about the laws
regulating sales of gobds 4

%Yo acqusint them with the position of competitors 1 the
market and to show the ways Of imcreasing sales agamnst such
competition

7 To mmmtais continmty 1n the sales efforts by keeping
ready a group of tramed salesmen to take place of those salesmen
whQ retire or resign and uthc{s who may be absent

To weed out 1nefficient and unsuitable apposntees
9 'To reduce turnover of the sales force
0 To merease efficiency of old as well as of new salesmen

X ADVANFAGES OF GOOD TRAINING-PROGRAMME

According to Harold H Maynard and James H. Dawnis
(Sales Management) the chief advantages of a good traimng
programme are as follows f

1 Greater Sales Volume A scienufically designed tramng

results 1n d sales
2. Earlier Selling Maturity On an average a salesman

takes Iess time to reach normal fevel of effectivencss than he would
have taken witbout traumaog.

\

3. Lower Sapervision Costs In case of untramned salesmen

sales manager and other supervisory staff have to Ppay more viuts
than those needed 1n case of tramed salesmen to keep a check on
their work

4 Lower Turnover of Sales Force Proper tramning makes
the salesmen well prepared for the field work, Thus results
reduced number of salesmen leaving their 1obs  The lawer rate of
turnover pgives the advanta

ge of redoced costs of recruitment,
3! and g of Dew gl
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5 Better C Relati A fically tramned sales
man knows how to deal witha particular situation. He does not
over sell

6 Other Advantages
(1) Items leaving higher margin of profit can be easly sold
(1) Lowest losses to bad debts
(1) Reduced selling cost*
(sv) Greater average sales volume per call of the salesman
(v) Reduced ber of pl from
(vs) Reduced number of calls per order secured by the sales
man
(vvi) Better d ation and sales p
(vsn) Sale of plete line of product 1s p
(1z) ‘The control aud supervision of salesmen become easy.
(z) Mantenance of a cardial pleasant and continuous
P ] rel hip with the
() It reduces complamts

CONTENTS OF GOOD-TRAINING. . SCHEME.

Exact nature Ol traming
will naturally vary from firm to firm according to the marketing

d and ct 1sties of di prod to be sold
But 1o general, a good trammng scheme would include the
following

1 Basic Principles of Salesmanship

2 Information about the firm

3 Information about the customers

4 Infc about the duct

5 Information about the competitions

6 Matters pertamnng to day to-day work.

Basic P: ples of Sal hrp. The sal should

be well acquainted with the buying motives of the gustomers and
the selling points of the products  They should be wezu yersed with
the methods of appr the They should know the
effective ways of arousing mterest 1 the prodnct and the art of
creating deswe forit  They should be able to meet the objections
raised by the customers All this 1s necessary to make sales.
A_.2" Information about the Firm. Salesmen should be well
mformed about the past story of the firm 1ts organisational set up
and the reputation and good will 1t has built. Knowledge about the
selling policies goes 2 long way to inject a sense of pride 1
and enable them to do their job well.
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3 Information about the Customers. Different types of
customers need different approaches by salesmen  They must know
the vanous types of customers and the diffcrent motives which
prompt them to make purchases Somc of the types of customers
are silent and tatkative, slltemp nervous, b

tive, ! Buymg ¢lad derations
of health, convenicnce the sense of fear, pnde, fashion, recreation,
affection, ete: 7

4 Infofmation about the Product. To be-successful m

mcre‘asﬁﬁ the sales volume of a product salesmen shonld possess

the requisite knowledge about the ch of the prod
abont 1ts usefulness and about the methbd of using |t Then only it
-will be possible for them to p de thery with
g points ding the prod
5. Knowledge ; of the C The sal must also

possess—The' knowledge relating to the products and polices of the
-competing firms
_Matters Pertamning to the Day to Day Work. Salesmen
ﬁou!/ d also be gaven propet traiming to know the following
{+) To draft pertodical reports to the sales office.
(31) Receipt of and replying to letters
{331) Preparation of orders and bills
(1v) Mantenance of accounts
(o) Arrangement of display and demonstration of products.
44 Dascuss the varions methods generally adopted
For traimng salesmen.
METHODS GENERALLY ADOPTED FOR
TRAINING 8
One or more of the foll g methods may be adopted for
-traiming salesmen
1 Lectures,
2, Sales Conft and Ci t
3 Sales Manuals
4 Field Tramning,
5 Correspondence Tramung and*
6 Visual Tramning
1 Lectures Lectures by experts oii aspecl;
may be organised for the buymﬁt of sal vmom ofscnmg
these lectures should take notes  To make lcctmu cffectrve uxmny

group discussions seminers and wnitten tests are of;
Broup d ganised to follow
1
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2. Sales Confe and C t Sal, may be
called to attend the sales conferences at periodic intervals, say, once
a week or fortmightly or monthly  Officer tn charge of the sales of
the firm may address such conferences on selling techoiques
Subjects like selling pol of the firm, pl recetved from
customers 1mprovements 1n the product, competstion faced by the.
firm’s products, proposed sdvertising prog etc are d d
11 such conferences

Sales conventions arc usually anpual conferences or gather-
angs where business 1s carried  on waith some pageantry in addition

A ber of educative prog are arranged  These may refer

to the vanous stepsin the process of a sale  Some entertainment

jtems such assalesd di window d; g and
so on

3 Sapplying Sales M 1s A sales 115 a guide

d by the sales dep of the pany It 1s uspally an

;xbansuvc book describing the procedure for performimng efficiently
the work comnected with sales It 1s compiled by experts who are
supposed to know all aspects of the sales admunis‘ration  Itis
expeclcd to serve as an nstructor to a salesman suggesting or stating
to him what be should do under different circumstances
4 Field Tramung This method 1nvolves the demonstration
of actual work of ‘personnel salesmanship Salesmen andergomy
traming accompany the tramner who actually approaches the poten-
ual customers {prospects) with the products or catalogues etc
about the products to be sold  The tramee salesman observes the
whole process of the sales efforts being made b, the tramer  The
tratner after the conclusion of his sales talk with the prospect
explains 10 the tramce salesmen the varions stages n us sales talk
and the sclling pomts he emphasised After this the salesman
under trammng 15 asked to approach a prospect and do the whole
yob of sales talk while the tramer observes the whole process
5 Gorrespond T g Insomecities there are private

tatonal colleges which post papers containing notes of lectures for
the week on the subject every week  to the students who join them
The company can arrange postal tuition to the new ealesmen  They
bave to study the Iessons carefolly Doubts and difficulties of any
are to be d to the office through post The traimng
office wntes back giving clenifications to the doubts and solutions
fot the of the sal y wfor-
refated to the sales work are also sent to these salesmen by
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post Eowever, this method 1s useful only in case of salesmen
possessing certain amount of expertence in the ficld

6 Visual Traming This method mvolves the use of motion
pictures films radio television programmes to show demonstrations
of actual steps 1n selling process to the salesmen  Pictures depicting
the work of salesmen through all the stages of a selling job are
shown on felevision through films or motion pictures durng parts-
cular hours once a week or twice a week or even daily  Short plays,
skits and dial may be broad through radio programmes
to educate salesmen A part from bemng costly effectiveness of this
method of traming depends upon the attention pard by the sales-
men the quality of the theme and the way of presenting it.

Visual trasming smethod may uclude use of

1 Visual Auds,

2 Audio visual Auds,

3 Audio Aids

Visual asds include the use of charts, shdes, stup films
Subjects which can not be made clear by explaining them are shown
casily and clearly One can learn much more about a subject which
15 both seen and heard Manufacturing processes of the product can
Yo shown more casily by motion ‘pictures Audio aids such as
recording machines are mainly used to train salesmen 1n the art of

better speech Recorded talks may be played back before salesmen
on different occasions

COURSE FOR TRAINING
The course for traimng must cover all that 1s necessary for

achieving the obpects of the company A complete course must
nclude 1pstructions on the following

Facts relating to the product

Organisation of the company

Duyes of salesman '

What a salesman shoutd know and improve
History of the manufacturing process

Market for goods i
Lotation of prospects, approaching the prospects

Interviewing the prospects awakening mterest and creating
desire

Meeting objections and closing

Covening thé territory

Methods of pack up, channels of distribution
Terms of sale credit policies, collection of dues
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Making reports

Handling difficult types of customers.
Window dsplay

Sources of nformation

Making bills and writing accounts
Advertising etc.

POINTS AT A GLANCE
1 Importarce of Proper Recruitment
(i) The efficiency of the sales organisation depends upon
the abilities of persons that work m 1t.
(1) Proper selection 12 the process s putting the nght
man 1 the nght post.
(311) The object of selection should always kept in mind
(s0) Wrong sclection would entail waste of tme and
money
2 Procedure of Recrmitment
(¥) Job analysis—It refers to the study of what the sales-
man 1s to do
(13) P 1 1} Physical, mental expenience,
personality
(311} Sources of recrmitment—Internal and external sources.
{19) Sel on basis—Apph blank,
References Personal ihterview
(v) Giving appointment order -~
3 Need of Sales Tramming
{s) ‘Salesmen are not born but made
(3i) Tramng should be smtable and well planned.
(13) Only good traimngand expemience ensures increased
sales and quick turnover
(s0) It assists 1n uaifying all sales efforts and reducing costs
of sell:ng.
(o) Traming helps 1 developing eptitude apd~makes
people efficient. R
4 Method: of T
(?) Job traming.
(+5) Lectures.
{s1s) Corréspondence Trumong
(tv) Internshup~Traming.

Prog

-1
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(v) Role Playing
(vs) Sales Meetings and Conferences
(w37} Brain Storming
(r113) Visual Traimmg
(sz) Trough Sales Manuals
Each of these methods has 1ts own merits and demenits
5 Oatline of a Training Programme
() Knowledge of the job
(ts) Knowledge of the products
(11i) Knowledge of the customers
(sv) Knowledge about pubhicity
(2) Knowledge about competitorsand substitute products.
{v+) Knowledge of the company o,
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(v) Role Playing
(vi) Sales Meetings and Conferences
(1) Brain Storming
+  (oass) Visual Tramnmg
(1z) Trough Sales Manuals
Each of these methods has its own mentfs and dements
5 Outlme of 2 Training Programme
() Xnowledge of the job
(+¥) Knowledge of the products
(139) Knowledge of the s
(17) Knowledge about publicity
(v) Knowledge about competitors and substitute products.
(v} Knowledge of the company or

—_—
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Making reports

Handling difficult types of customers.
‘Window display

Sources of mnformatron

Making ills and writing accounts
Advertising ete,

POINTS AT A GLANCE

1 Ymportagce of Proper Recrmtment
(%) The efficiency of the sales organtsation depends opos
the abilities of persons that work 1o it ”
(4) Proper selection 13 the process s putting the 12
man 1 the nght post. 4
(413) The obyect of selection should always kept 1 mi5
(3v) Wrong sclection would catail waste of tme
money
2 Procedure of R
(&) Job analysis—It refers to the study of what the 54

man 1s to do
(3) Personnel \| Physrcal, taf, expente®™
personahty
(133} Si of recr t—Internsl and external souree:

(1) Selection on  scientific  basis—Appheavon bl
References, Personal thterview
(») Giving appomtrent order
3 Need of Sales Trainmng
(V) Salesmen are not born but made
(i) Tramng should be suitable and well planned.
(1) Oply good trmimng and experience cnsures WCTES
sales and quick turnover posts
(vr) Xt assists 1 uaifying all sales efforts and reduciod
of seling
(v) Tramming helps 1 developing aptitude e
people efficient.
4 Methods of Trammg Programme
(3) Job traumng.
(33) Lectures.
(3) Corﬁpondmcc Traming
{+v) Internshup Tramng,
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sales force are closely related to the method by which sales efforts

of the salesmen are compensated for The method of remaneration

will differ from firm to firm but certain general principles can be of
 while devel any method of n for sal

GENERAL OBJECTIVES OF A
REMUNERATION PLAN

1 It should direct salesmans efforts and activities to the
rofitable end for the firm

2 It should enable the firm to attract, retain and develop a
ontented, effictent and loyat sales force

3 It should help 1n the early ehmination of the men who do
sot fit into the long run plans of the firm

4 1t should enable the firm to control and dtrect the activittes
of the salesmen

5 1t should not need frequent changes

6 It shouwd provide for extra bencfits for domg duties other
than selling

7 It should stimulate the salesmen to put forth his best efforts
1n the accomphishment of his tasks by establishing visible correlation
between efforts plus results and sewards

8 It should cause the salesmen to give proper conmiderition
1o the mterest of hus customers

9 It should ensute the full support of the sales force

10 It shonld be simple enough to be understood by a sales-
man of ordinary prudence and mtelligence

ESSENTIAL ELEMENTS OF A GOOD
REMUNERATION PLAN

A good remuneration plan will help 1 developing a loyal
sales force  Loyalty will ensure long service with the firm and the
turnover of the sal.smen will be mummised  The features ofa
sound remuneration plan can be Listed as follows

i) Simplicity 1t should be easil
of.average ntelligence
(13) Flexibalsty It should be flexible enou
gh to meet the
vatying needs of diflerent sales terrtories and
T ot atecen vanations n the
(w) Proportionate Reward It should bt
g the moneta
teward (o the salesmen i proportion to the extent to whx:h 1?'
-attains the objectives determined for him, ©

y understood by salesmen

-
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Remuneration and Supervision
of Salesmen

!

INTRODUCTION
Compensation plans are o compromude between the needs
of management and those of the galesman and rasely sshafy
esther party —B R. Confield

Islsalitmton
A sslesman has ot certan drstinct charactemstics
which distwguesh lum from other sajary earners  Heis s
persost who can sell hsmself with skill and techmque  His
reumneration 1s not a simple problem  In fact 2 good sales
man wntes bis own cheque We shalf try to study m the
chapter the varaus aspects of the remuneration of salesmes
A firm loses best salesmen 1f comssion system does oot
ensure R 1S am PO
tant factor affecting the efficiency and performance of the
safes force Supervision apd control of salesmen js equally
ta achieve success Itts the duty of e

sales manager to evolve ap effective and purposive metbod

of supervsing, diecting anq controlling the activies of the
salesmen

51 What are the essential elements of z good res®
neration plan 7 D, the thods of tso®
Powmting aut and d, of vach hod

IMPORTANCE OF EQUITABLE
REMUNERATION

Salesmen are marnly responsible for the mcome an orgats®”
tton makes  Where salesmen are slack even a company with &
products suffers losses on Aaccount of sts poor performence on K¢
sales side  But when salesmen are gtven good treatment and
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3
window or store display, makimg store demonstration,
etc
{21} Tt terds to te or at least pushing items
which are not best suited to the customers
(s3) It helps m building a continuing sales force loyal to the
firm

Disadvantages
(s) There 1s no direct mcentyve for hard work.
(1s) Salesmen with longer service are paid for more per rupee
sales than those with shorter service
(31) Some salesmen are pawd too much, others not enough
This may kil 1mtiative to increase sales
() Payments made to salesmen are not 1n proportion to
sales made
The Straight Salary Method 1s best when the salesman’s efforts
are required for alongtine to cultivate a market, when the sales
work 1s considered as part of a traming period and when itis
possible to adjust payment to performance
2, Straight C Method

This method of remunerating salesmen 1s based on thé actual
sales made or orders secured by each salesman and not on the basis
of time spent on the yob. Payments made for actual achievement
and not for the tyme spent It can be used only achievements can be
measured 1n terms of valve or volume The rate of commussion may
vary from preduct to product and according to the size of orders
Merts

(i) Thers 15 direct relahon between the direct selling costs
and sales madg. Therefore, 1t 1s very important for new
firms which can not take nisks of salary method

{+9) Costs of sales can be budgeted 1n advance

(19) 1t provides incentive for both hardwork and skill for
selling.

(10) It1s suttable for a firm using salesmen selting products of
many firms 1 the same market,

(o) Tt helps o sccunng the services of such salesmen who
cannot be had on permanent staff of the firm.

{c?) Cast of admmistration 1s low

Lamitations

() It tends to sub the

those of the buyers and the firm,

of the sal for
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{sv) Comtrolied Tncent: Direct such &
jnclotive payments provided for reachiog a pasticular sales volame
must be carefully controlled by the firm,

(v) Low Admmstrative Cose  The cost of admunstratict
of the plan for computing salesman’s earmngs should be as low s
possible.

() Promotion Provision should be made for promotio?
1n pay and reward for contiauous eflictent service  Promotion from
the Jower salary scale to the hugher onc and penodic jocrease il the
same pay scale may be mcjuded m the plan for the purpose

{v) Unaform Earmmngs As 1t 1s difficult to adjust oned
standard of living at frequent tervals, the plan should ensure b
salesmen reasonably umform carmiogs every month enough 1
mamtain themselves and therr families at a unsform Jevel of iving

() Promptuess Reward to be effective must follow clostlf
the services rendered or oby d

(uz) Favmess It must be fair fo both the fim andde
salesmen. Also these should not be apy room for discnminatiod
agawst or favour for any indsvidual salesmen

METHODS OF REMUNERATION
The varnous hods of i may ¥
discussed as nader
1 Straight Salary Method
2 Straight Commussson Method
3 Combmanon of Salary and Commission
4 The Bonus Plan
5 Profit Sharing
1 Straight Salary Method
Under this method salesmen s payd 4 fixed amout! by
way of hus salary at the close of every mopth: Salary pad o
Inm s gmespecuve of the sales made by hm dunng e
month  Increments are gven n the salary scale The wethod
1s surtable when several salesmen cooperate 1n making 2 safe svher?
there are considerable seasonal vanstions in salg and when the fire?
sells to different classes of customers apd whea the work of the
salesmen can not be measured
Advantages 4
() It permits the firm to direct the efforts of the salesme®
towards more desirable activities such as careful cultivé
ton of customers opening  new territory nstating
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window or store display, maﬁuﬁ store demonstratron,
etc
(33) It terds to el or at least p hing items
which are not best suifed to the customers
(s3s) Tt helpsin bmlding 2 contimung sales force loyal to the
firm
Disadvantages
(3} There 1s no direct mcentive for hard work.
{s3) Salesmen with longer service are pard for more per rupee
sales than those with shorter service
(11) Some salesmen are paird too much, others not enough
This may kil initiative to 1mcrease sales
(sv) Payments made to salesmen are not 1n proportion to
sales made
The Straight Salary Method 1s best when the salesman s efforts
ate required for a longtume to cultivate a market, when the sales
work 1s considered as part of a traimng pertod and when 1tis
possible to adjust payment to performance
2.8 Lt C Methad

This method of 1 1s based on thé¢ actual
sales made or orders secured by each salesman and not on the basis
of time spent on the job, Payments made for actoal achicvement
and not for the time spent It can be used only achievements can be
measured 10 terms of valve or volume The rate of commrssion may
vary from product to product and according to the size of orders
Merits '

(") There 1s direct relation between the direct selling costs
and sales made Therefore, 1t 13 very important for new
firms which can not take risks of salary method

(+%) Costs of sales can be budgeted in advance

{t¥) It provides incenuve for both hardwork and skill for

selling.,
(10} It1s switable for a firm using salesmen selling products of
mapy firms 1n the same market.

() 1t helps 1o sccunng the services of such salesmen who
cannot be had on permanent staff of the firm

(v9) Cast of admmustratson 1s Jow

Limitations ~

() 1t tends to sut the of the sal

those of the buyers and the firm,

for
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(21) Salesmen take resort {o undesirable methods of selling
to 1ntrease the volume of the sales

(2t1) Salesmen tend to take away the cream from 2 sales
ternitory by selling to the ready customers and 1goonts
new and potential customers

19} The method puts'cmphasis on 1mmedsate sales volume
It 1s incopsistent with sonnd customer service SUCH 8
ipstallation of equipment ipstruction m 1hcuseom‘;
product, attending to mwor reparrs and adustments &
advice on promotion and display

(v) Sal ated on + n method
will have to support themselves from other sourees of
mcome guring the mitial pertod

(1) The method 15 unsuttable during the period of wide
fuctuations 1 prices and demand and supply positiod
such as during depression and war period

(ea3) There 1s uncertamty about the meome of the ¥

it
appointed salesman  Also there 1s no secutity abos!
umiform earnings

3 Combination of Salary and Commission

Both the straight salary and straight commission methods
have therr limat new metbods have been developed Thes at
based on the t of the p ples of guranteed ncome &
ncentive  The objective of the use of combipation of salary 2! .
commitsston method 15 to do away the the hmtations of bot
straight salary and straight hods while g 0;
chief advantages of each of the two mesods Under this et
cach salesman is guaranteed of a munmum salary at the cod of &
month 1 service Over and above this guaraunteed amount ¢
receives certarn commission on  bis sales  Thus the salemal has
«he security of mcome to the extent of the guaranteed amount 0!
monthly payment His firm gets the night to use lum for customet
services not directly related to sales volume  The commssion P&
wvides for anincentive foincrease sales Thig method of paymﬂ"
rmay take any of the following forms

{a) Salary plus commussion on all sales

(B) Salary pjus commission over quota

{a) Salary Plus Commission on All Sales This 1 mPS
widely used metbod  The salesman ts paid certan peedeterminet
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amount as salary In addition to this amount of salary pe 1s paid
commussion op all the sales made by him

(b) Salary Plas Commussion Over Quota Under this
method a predetermined fixed amount s paid every month  Over
and shove this amount salesmen receive commussion of sales made
But the 1 payable only after the quota of sales
fixed for each salesman s reached Each salesman has to ¢1.'f,
himself for the benefit of commsston by selhng the mmimum
~quantity fix~d for him over a pertod of ime

4 Bonus

Maynard and Davis defined bonlus as a payment which isnot
directly and progressively related to sales, items sold or any other
umt of sales accomplishments Paymenst of bonus 1s made over
and above the amount of salary or the amount of salary plus
commisston Different firms vse different bases for making bonus
payment Bonus payment may be made for the number of new
<ustomers to whom sales are made for ncreased sales to old
customers for selling special 1tems for exceeding quotas for
aggressive selling or for showing 1mtiative 1 reducing sellmg costs
or rendering services such as makingcollections making suggestions
regarding display advernsing ete

Advantages of Bonus Bonus 1s useful as a supplement to
other methods of remuneration It provides an 1ncentive for dowg
what the firm would like the salesmen to do It strengthens ths
hands of the sales manager to direct the efforts of his gateg
Torce in desired channels by indicating the activities which womi2 e
taken as basis for awarding bonus  However the system e
complicated record keeping and hence 1s very costly
5 Profit Sharing

Some firm disburse a portwn of their divisibls roftraeer
their salesmen thus 1 effect giving a share 1 ghe i
them to therr salesmen The amount to 3= £t
calculated on the baws of overall profits dﬁz?-;ffzwz:z:b:
carned on 'sales m a given sales fern -, Forps oSy AR
supplementary to a basic method of remrmametr ;".’cf;a:; o SN
CommiIssion may be helpful m stimn rwr wreile of Q;‘:*“’" -
But profit sharmg as a bene oz ;{;_...L ‘i:z\;*‘ -
mot be commended becangs ot g‘i::‘;;t.‘j?ﬁk ~ N
Policies  As salesman have gz pupy o ‘,5,,'___": e .

Zit
72 earred br
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their basic carnings should not be ticd with the existence of profit
or loss ,

52 Discass the various hods of rexmh t of
travelling expenses
A part from J m d of ther

sales cfforts they are also p:ud the amoont spent by them on
travelling etc  Many salesmen have to travel extensively to contact
prospective customers  Expenses ancurred in this connection must.
be sermbursed
PRINCIPLES OF REIMBURSING SALESMAN'’S
TRAVELLING EXPENSES
@) Allesp which the sal would not have sacurred
had be not been away from home should be met fully
(s2) Sufficient hints shouvld be given to the salesmen to keep
expenses reasonably low wihout sacnificing personal
comfort or curtailing necessary activaties
(s13) Care should be taken to avoid chance of and dispute
between the firm and the salesmen ovcrtravcllmg
expenses
(sv) Settlement of travelling expenses account should not
mvolve complicated and costly clenical process
METHODS OF REIMBURSEMENT OF
TRAVELLING EXPENSES
Different methods are followed for the rexmbursemen:t of
traveling expeases Some of the important methods are as
follows

(s) The Homour Method. Under this method detals of

d are pot suk d only the totals are mentioned 1n the
repart to the company 1t 1s left to the sa)esmzm s honcur 1o spend
the money wisely Full 18 2! 2 1 the

honesty of the salesmen

{+{) The Exact Method. Under this method weekly reports
of actual expenses item Wise  are subnutted by satesmen  After the
stems are checked 1 the office payment 1s usually immediately
made This method s followed for sal not g regular
routes and whose expenses vary from week to week

(s11) Allowance or Limited Method Under this method
the firm Jays down the max:mum amounts whbich can be spent on
vanous items This 1s based on the prudent study of the cost of
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vanous items like lodging, boarding and other facilities mn a sales
terntory
(sv) The Flat Daily Living Expense Rate If the salesmen
travel the same route week after week, expenses on hotels travel
etc would be the same ¢very week In such cases a flat rate may be
fixed up
() The Expense Quota Method Under this method the
firm lay down the maximum amcupt which 1t will pay towards
meeting the travelling expenses of a salesman every month  All the
expenses reported by the salesmen within this limit are paid by the
firm If the salesmen spend 1n excess of this maximum limst, he bas
to meet this excess expenditure out of hus own earnings
53 What are the requisites for effective supervision
and 1 of sal T Di the man aspects of
control of salesmen,
NEED FOR SUPERVISION AND CONTROL

The supervision and control of salesmen 15 very essentiat for
a sales or to ach maximum possible success However
scienfific the selectton and training of salesmen 1t 15 the duty of the
sales manager to evolve an effective and purposive method of
supervising  directing  and controjling the activities of the salesmen
£0 a8 to secure the most effective and economical performance from
them A part from the fact that salesmen are after all human

bemngs Yhe need of supervision and control anises basically out of
the followsng two factors

(a) Sal works ndep ly often at along distance
from the sales manager Therefore, coordination and correlation
of salesmans efforts with other sales efforts such advertising,
sales pr 1 efforts etc Y

(%) Supervision of a supenior officer 1s advantageous 1n
makmng the salesmen work more regalarly and in channelising hig
eflorts to the most desired end from the firm s view pomt

PRE-REQUISITES FOR EFFECTIVE SUPERVISION
AND CONTROL

According to Harry R Tosdal' effective supervision and

control of sales force pre supposes the followng

I I

1 o Sales ¢
o 66663 ales AL by Harry R. Tos‘dal, 4thed,,
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() The sales manager should know what exactly does be
expect a salesman to do
(22) Salesman should be given clear 1dea of what be 15
expected
(#13) Sales manager should know that the salesman 1s dong
what he 1s expected to do
(sv) Salesman should be made to know that the sales manager
knows what he does
{») Salesman should know that the sales manager appreciates
what he does
The first condition 35 met by establishing sales quotas for
1ndwvidual salesman
The second condifron 1s acbleved dunng trammng penod by
gving the exact knowledge of salesinanstup *
The third pre requsite 1s met through penodic reports from lhc
salesman on about his performance
The fourth and fifth requsites are fulfilled through reports
and records and personal talks acros. the table with the individual
salesman
ASPECTS OF CONTROL OF SALESMAN
According to Whitehead! there are three mamm  aspects
of the control 6f salesmen
{(+) Activities of the salesman are to be so directed that they
fit into the general marketmng plan of the firm
(s} Salesmen s results are to be analysed with a view to
(a) ensure achivem of deternmned dard of
efficiency on their preformance and
{b) determine the ratio of seliing expcuscs to sal:sx
(111) Actual supervision and guid: to
swhenever necessary
The first aspect 1s directly ' concerned with the sales
nanager 8 duty to sce that salesmen s ¢fforts are concentrated 1

effective execution to the sales plzm With this end in view sales
terntoties are d to mdivid K and thetr routes are
planned  Also they are told as to how much efforts should be put

1 The Adr;:usfmlmn aof Marketing and Selliny by Harold White-
head 2nded pp 198
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on to sell a particular lioe of products, to sell to new customers and
to retain old customers

The second aspect nvolves finding out whather each salesman
Ys doing what 1s expected of lnm  This 1s done by comparing sales
achieved by him with sales quota allocated to lim,  Analysts of
futs sales records would be helpful in detecting ercors and shat falls
iof any as well
The third aspect covers the steps necessary to discover the
canse of errors and fail if any and to rectify such
errors For this purpose salesman's actual working may be observed
and he may be helped 1 wnproving Ius seling techmiques by
instrsctions, suggestions and example

54 Digscuss the various methods of control over
salesmen exercized hy the Sales Manager

METHODS OF CONTROL -

Accordng to Harry R Tosdal! control over salesmen may be
exercised esther  {(a) by Personal contact, or (b) by Correspondence
or through reports "~
{a) Personal Contact Personal contact 15 the chief and
most effecttve method of c Iling sal It may be done by
sales manager himself or through regional divisional, district and
branch managers if the ‘concern happens to be fairly large  The
ficld supervisors also occupy an important place 1 any scheme of
contral through personal contact However this method 15 bit
o When the or pands tn Jarger size and larger
sales force 1s used to operate 1n more than scattered and wider

areas 1t becomes more and more difficult to
etercise
control through this method effective

(8 Correspond o a
pong Iresp 18 the most Somm

used method of given mstruc‘:ons to and securing saformation ;:ly
salesmen This method can be used as a suppliment to the pers a
contact method onat

(c) Reports  Reports ma

Y be daly weekly or

These reports may be oral or written Gttmerallyyr(e7 ::ten oonthly
mm tne'prescribed form  Written re; ey made

reports Potts ave preferred 1o “oral
— v ¥
1 r 3 to Sales M
4thed, pp 667 gement by Harry R | Tosdal,

i
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Thus will depend upon the following factors
() The length of time for which a salesman 1s away from
head office
(1) The length of the tup
(11i) Distance of the sales terntory from the head office,
(1v) The 1mportance of information for the decision to B¢
taken by the sales department, and

(v) Number of sal the sajes 15 deahng with
Thus control of the salesmen 15 based on onc or the more of
the following

(i) Records and Reports

{ss) Sales Terntories and Sales Quotas
(i} Determmation of Sales Authornty
(sv) Field Supervision

(v) Encour of Sall through ation
1 Records and Reports
Record of sal perf pared 1 the sales office
op the basis of repons recerve from lnm Such a record gives an
1dea of the sall o’s work with to

{+) Selling expenses for each order secured,
{y1) Average size of order,
(341) Sales of different hines of products
{»v) Number of new
{v) Number of old customers lost
(v¥) Number of repeat orders booked.
The reports af the salesmen cover the foliowing pomnts
{+) Number of calis mades with relevant details about each
call
(33) The total volume and value of sales made
() The number of new customers contacted and sales made
to them
(1v) Number of old customeTs lost and reasons thereof
(v) The expenses 1ncurred
{v%) Information about eridit worthiness of the customers
(vss) Collections mﬁe
{own) Effectiveness of the adverusing and other safes efforts
(1) Competition 1 the market and business prospects
(=) C )| from the
The reports are very useful as necessary action can be taken
the basss of careful study of the salesman s reports.  Also these
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Tepurts ges sal to developthe useful habit of self
analysis,
2. 8ales Territories and Sales Quotas
Sales Territories Each salesman 1s assigned a particnlar
2one 1 which he 18 to carry out his selling activities Sales terntones
arc determined on the basis of demand for the product, the extent
of competition, available means of transport and communication,
types of customers and the capacity of salesmen The salesmen have
to follow the predetermined routes within Ius sales termitory  This
mvolves the determmation of places to be visited, the number of
215 to be d and the ber of calls to be made every-

day
“Ad ges of all. of T
() Activities of the salesman can be effectived controlled
and cvaluated
(1) Market potentiality of cach, terntory can be fully tapped
(s13) Sales efforts can be well planned and duphcaton of
efforts avoided
(10) It provid es to sal to more sales,
Sales Qgotas. Quota 1s the amount of business the sales
Tanager fixes for each salesman First of all the sales manager
plans the of b to be achieved Then he allocates
the quota for each terntory  Sales quota to be effective must be
based on objective factors operating m the market.
Advantages of Fixang Sales Quotas
(+) Quota forms an essenteal part of sales budgeting,
(1) The system stimulates selling efforts of the salesmen
(#33) It 15 the most feasible way of measuring the effectiveness
of cach salesmen performance
3 Salesman’s Authority
Often saiesmen are the only persons in whose contact custo-
mers of the firm come Infact, for the customers they are the firm,
Therefore salesman s authonty must be well defined and clearly
]s;at‘d Catalogues and price bists pot 2 hmit on his authornty
h‘“ the sales manager may allow certzin measnre of authonty to
r:::s N matters such as granting of credit to customers discount
of g Special concessions, presale and aftersale services settlement
Ums etc But a salesman has to see that he acts mn these

Mmatters in ascordance with the specific instructions of the sales
"Manager




T2 Sales Manogement

4 Field Supervisson

Some firms give free hand to their salesmen in the field others
provide for close supervision Certain measure of control and
supervision over the sal ] 18 desirable and pece-
ssary Matn objective of ficld supervision 1s to see that salesmen
are doing their work 1n the best way  The method followed 1s that
the sales manager or the branch or district manager recompanices
the salesman on a few calls studies the procedure and makes
suggestions for ymprovements if necessary
5 R of Sal

(This has been already discussed carlier 1n the chapter )

POINTS AT A GLANCE

1 Essentials of a good Scheme of Remuneration
(1) It wust provide for a certain mimmum monthly
mcome A salesman must not be penelised with no
pay if fall 1n sales 1, due to extraneous circumstances
{s) It must enable wndustrious salesman to augment s
ncome .
(313} 1t must stimuolate the salesmen to exert their best and
sell more
{sv) It sbouid be simple and casy to be understand by a.
salesman of ordisary prudence and intelligence
(v) It must be so devised that 5t requires least revision
{n) Is must be equitable
{vss) It must attract tafent and skl
{va13) The payment should be regular
{3z) There should be proper incentive ar bonus schemes.
, for gher efficiency salesmen

2 Methods of Remuneration
() Straight Salary Method
(s+) Straight Commussion Method
(w13t Safary Commussion Method r
(s0) Profit Shaning Method
3 Advantages of Straight Salary Method
(i) Easiest and the simplest method
(%) Clenicat work reduced to mimmum.
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n

(331) Guves stable earning to the salesmen
(3v) Salesmen are not jealous of one another
(v) It1s quite attractive method coupled wita increment and
* promotion
Drsadvantages of Straight Salary Method
(s) Does not take imto account of the spectal efforts of
efficient salesmen
(1) Idle salesmen do not get mcentive to become more
active
(111) The company has to pay the salary even if sales fall
through the 1ncapacity or mefficiency of the salesmen
Similarly there are merits and demerits of other
methods of ¥ Tike straighbt method
and salary and commussion methods Best method 1s the
one which combines the features of monthly salary a
commussion on sales above a certan level and fringe benefits
of P'F etc
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Marketing Research

INTRODUCTION

“By contrbuling foward reductions wn the cost of
distributing goods” from producer o consumer marketing
research makex 1t possible for the consumer lo~enjoy beter
produrts at Zower prices than would otherworse be possible By
thus emxblmg each dollar to buy more, the entsre standard of
lsving of the people ss rassed to higher Tevel  —A.C Nrelson

Marketing R h by p ding the rel facts
can help enough executives to raise the level of their works
Marketing research collects, records and analysis the data
about marketing problems to facilitate decision making
Marketmg research reduces the nsksinvolved 1n marketing

In the I d t world of today
importance of market research 1s ymménse  We shall see 1n
this chapter how market tesearch iz various felds helps i
decision making

61 “Marketsng Research 1s a contmuous process of

estimating sales notential * Elaborate
Or
Define ‘Marl h*  How T ™
d wath 1 51 ¥ ?
MARKET RESEARCH--DEFINITIONS

1 Market research 1s the systematic, objective and exhausive

search for and study of the facts relevant to any problem in the

field of marketing —Richard Crisp
2  Marketing Research 1s the gathering
and analysiog of data about probl lating to the X g of
-goods and services from the producer to the customer
—A Larl A PRpTS

-4
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3 “Market research m an ancillary serviee that allows
“management to mapufacture with a better sdea of what can be sold
and how much can be sold and to a market with a better 1dea of
how to combune the vanous tools of selling to minimise waste *

s ~—~Dr Albert D Blankenship

4 “Market R h 13 the 1c and g study
and evaluation of all factors bearng an any busmess operation
which mvolves the trapsfer of goods from a producer to a
-consumer * —AHR. Delens

5 Market R h “1s an org: d pt to reduce market
‘nsk, and the pnncipal task of market research is to widen the basis

-of facts wpon which the business plans are lad °
—Vaile, R.§ and P.L. Slaya Vold

The above defimtrons clearly bring out the meanmng and
Purpose of market 1 h Market h 15 a detailed study by
the manufacturers of the markets as to how the consumers react
with the products such as their tests quality mnovation quantity,
Thlty cte It provides detatled data which 13 useful in decision
Wakg. In modern industries market research has become an
Mportant matter In the past  the market mnformation collected
%23 not profitably used. In fost cases the process ended with the
mere collection of information  Only later it was found out that
Such data are very valoable assets and are capable of rendering
M¥aluable services to the marketing or The appl
of Mathematycs and Statistics gave a new life to such data. It was
distovered that using the data 1b 4 scientific manner could solve
202y problems

MARKETING INFORMATION, MARELTING
RESEARCH AND MARKET RESEARCH
al AS m the case of large pumber of terms 1o marketing here
S0 these term are often used interchangeably and that too 1z a
very nappropriate manper The fundamental difference between
Matketing system znd marketing research 1s that the farmer in
ectlly systematc 1n all respects while the Iatler 1s most unsyste-
Dalc  According to WJ Stanten the marketng mformation
S¥stems were developed 1n 1960 s Marketing Research on the other
d 1denufied as a separate activity predates the marketing mfor-
Wation sy«tems by fifty years

The other dufferences could be stated as follows

1 Marketing nfurmation system suggests methods to prevent
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and solve the problems for the whole orgamisatron under different
perspectives eg  sales advertisement, cost of distnibution, ete
While Marketing Research presents the problems apd that too
only in a particJlar field of activity

2 f2 the markettng nformation system the past expenences
form the basis for future and the results are fature orented, while:
m Marketing Research 1635 only a post morten of what has taken
place

3 Markeung nformation system 18 a fairly wide concept and
wncludes marketing researcn as one of its elements while Marketiog.
Research remains as a source for contnibuting necessary information
1o the wformatton system

Notwithstanding these differences ofic can not Gaestion the
usefulness of each of these funcaons Both of them have one
thing 1 common they are both management functions and provide
necessary mformation to management

Market Research 1s only a part of Marketing Research and
covers only a few aspects of marketing  Sunply stated 1t 1s only
a sub functibn of marketing b Some p use the
term marhet research rastead of marketing research  The former
term 1s accurate for descnbing research into markets  their size,
geographical distribution jucomes and so on However, 1t fails to
cover the idea of research mto the effects of marketizg efforts on
markets for which the term Marketing Research 1s more appro-
priate  Marketing rescarch 1s increasingly conung mto favour as
the term covers both 1deas v

ELEMENTS OF MARKETING RESEARCH
The chief elements of Marketing Research are as foflows .

(1) Market Research
(31) Sales Research
(213) Product Research
(1) Packaging Research
(r) Advertisiog Research
(1) Busmess Economies Research
(v1s) Expert Marketing Rescarch
{s) Market Rescarch It covers the aspects regarding size
and nature of the market 1ocluding exports markets, dividig the

1 Prihp Rotler, Markding 3anagement 20d Ed p 292
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<onsumers 1 terms of their age, sex mcome (market segmentation)
It covers the economuc aspects of marketing

(1) Sales Research [t relates to the problem of regronal
vanatcns 10 sales, fixing sales territories, measurement of the-
effectiveness of a salesman  evaluation of sales methods and
incentives etc

(111) Product Research It relates to the analysis of the
strengths and or weaknesses of existing products product testing,
Prodlems relating to diversification  simplification  trading up or
tradidg down, (s ¢, all product e decistons) etc

(17) Packaging Research In essence 1t 1s 2 part of product
Tesearch  But recent development mn packaging and 1ts contrbu-
tonto advertining has led 1t to  occupy an independent position of
packagmg  To kanow the mnpact and 1ts response in the market
has become an jndependent research ficld

(v) Advertising Research It undertakes a study relating
10 the preparation of the advertisement copy (copy research) the
meata to be used (media research) and the measurement of advertis
g effectiveness

{rs) B E R ch  Problems relating to
itput output analysis forecasting price and profit analysts, prepara-
tion of break even charts are the mam fields of this research

(v1) Export Marketing Research. This research 1s ietended

10 study the export potentions of the product. In $uch cases any
orall kinds of research menttoned above become necessary

Thus in modern industnial world marketing research has

become 2n smportant segment It provides detailed data which is
useful for decision making Not only sales are increased by
mproving the quality and of the products but also wastages can be
Winimised and marketing costs be reduced

62 D the 1 of ! research from
the poynt of view of Indsan business and Industry What 1s
® scope and ohjectsve of marketing research ?

SCOPE, OF MARKETING RESEARCH
Markcung hisofa tvely recent onigin Itis
stated that the first formal marketing research organication was set
UPwm the USA i 1911 Its growth 1n a short span has been
tremendons It hagn the course o Idevelopment sophisticated 1t=

e
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methods and methodologes in the application of statistical techr
ques and behavioural science concepts. The usé of marketing
research 1n copsumer markets 18 now resasonably wide spread

The threc terms have been used widely to denote the same

meaning They arc Market Research, Market Analysis and Market
ing Research  In reahity Marketing Rescarch 1s of wider meating
as 1t consists of all research activities m  the field of marketing
mncluding market analysis. Richard D Crisp has put 18 bus
“Marketing Rescarch’ —“Marketing Rescarch® 1s the systematc
objective and exhaustive search for and study of the facts relevant
to any problem n the field of marketing® It includes various
subsidiary types of research hke

Market analysis, Sales analysis Consumer research, Adver-

tising research

Though po single definition has been accepted as delineating

the exact Scope of Marketing Rescarch as 1t 15 contintionsly expand-
ng marketing research can be taken as the term applied' to any’
entical and hing study anmv of a problem hypothests
or proposed conrse of action conducted systematically and objcﬁﬂvdy
to uncover facts useful 1n the field of marketing It 1ncludes nome-
rous types of studtes and the tapping of diverse information sourees-
Marketing research studies have been grouped under four majer
categories * N
(+) Marketing measurement studies
{++) Studies of nfluences of controllables
(s3+) Studies of the competitive situation
(sv) Studies of uncontrollable
ADVANTAGES OF MARKETING RESEARCH

1 It ascertams the postion of a company 108 speaifi®
industry )

2 It mdicates the present and future trends of the mdusty
and thus pomnts out how the company s affarrs are 10 be
managed \

3 It helps m the devel and mtrodact of peW
prodaocts -

4 It offers gusdence for improving the current products of
the company ‘

5 1t help and eoh the essof
sales managements ' . '

6 It can reduce the sk involved in marketng decisions-
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The above uses can be restaled as follows

Marketing research helps the company 10 knowing the market,
fling a product to the market and finallv selling a produst This 1s
evident 1n the words of Dr Albert B Blankenslip who described
Marketing Research as “an  ancillary service that allows the
magagement to manuofacture with a better idea of what can be sold
and how much can be sold and to market with a better 1dea how
to combine the vanious tools of selling to msmmise waste °

The uSefulness of marketing research has become still greater
under the present pattern of large scale production and international
market The production of the mght type of goods fs possible
only when the manufacturer knows not only the exact needs of the
consumer but also the pfice at which be can market fus goods
Besides 1t would be wseful to assess the relative ments of vanious

thods for ple whether ch the existing channel of
distnbution or “altering 1t should safeguard hus rmterests through
marketing research in the same way as the priot of an aeroplane
uses 2 number of sophisticated instruments to mavigate and fy
Because of marketing rescarch the manufactureris able to take
correct decssions  distinguishing the woods from the trees”

63 What are the functions of marketing reseaxrch ?
Explawn the vartous steps m Marketing Research process

FUNCTIONS OF MARKETING RESEARCH

Tbe functions of marketing research can be best summed up
I two words Consumers Preference Marketing research has
Proved to be an ntelligent and inteligible guide to

{a) The production of marketable goods

(%) The distribution of marketable goods

(¢} The size, nature and orgamsation of the sales, and

(d) The demand creation activities s

There are only 2 few of the imitless functions of marketing
Fesearch, - 1t 1s the balancing wheel of the marketing system which
barmomses the sapply and demand factors Properly orgamsed
Marketing h 15 capable of waste 1n the process of
distnbution It 15 4 panacea for all marketing aslments and hence
'8 regarded as one of the basic tools of modern marketing. Other
Purposes of marketing research are to know and est:mate

(5) What 15 the demand of the product in the market ?
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(1) What should be the desired features of the product 7
(331} What are the channels to be used ¢
(1) What shouid be the price of the prodoct ?
(v) What tmprovement are to be made to meet the demand
() Finding out new market for the products
Market research 15 of great help t¢ the manufacturers 10
manufacture the product which st the detand  Prices can also
be adjusted by looking to the capacity of the potential buyers
Sales can be creased by smproving the quality and uniity of the
products as per the choice of the vonsumers Wastage can b
miymsed and heste costs of marketing can be reduced  New
markets can be explored and large scale economies can be effected
1 purchasing and distnibutson et It also helps in discovenng
new lines of productss On 5}3: basis of market research nnvanted
product can be discarded and fiew ones can be produced
STEPS IN MARKETING RESEARCH
Mere collection of snformation does not complete matketinig
rescarch  The information must be collected and processed 102
scientific manner to make 1t more meaning ol and nseful It 5s hete
that marketng tesearch 1s applied and 1t calls for a high degree
of competence and trammng  There are seven pnncipal steps that
are to be taken 1n tins process
{+) Problem Formulation
(s1) Decisson on Fact gathening Procedure
(s} Data Collection
{tv) The Marketing Sample
(v) Data Evaluation
(9} Interpreung the Data
{219) Report Preparation
() Problem Formulation The precise defimtion of the
problem helps iy deterrrining the techmiques 1o be used the extent
of wnformation to be collected etc  Simply stated one shovld be
clear i dus mined what s exactly required  Marketing elements of
the problems should be 1solated and adentified in precsse terms
(1) Decision on Fact gathering Procedure  After defining
the problem the second ‘step,‘)'s to find out the procedore for

getung In ge this ssknown as planming
the research techmque The procedure fequires the following
steps.

(a) Lstabhishing the fact that are available at present and the
sddihonal facts required
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() Determining the rehability of the avauable dats, and
(¢} Setting an orgamssation for the collection of additional
mformation required
(11i) Data Collection. When the avmlable data are insuffi-
<ent, fresh data have to becollected Usually ‘survey techmiques are
sed for gathening information It need not be an elaborate survey
for a sample survey would be quite suffictent. This 15 the method
<f obtainuing snformation from sample of respondents (groups) The
sample 1s supposed to represent a larger group of people s e, the
Umverse sometimes all the peaple
(1) The Marketing Sample  The sample 1s 2 small group
taken from the total group The total may beaaity, a state, a
Dation or the whole world Sampling 15 essential to substantiate
and interpret the data
(v} Data Evolotion. Locating the source and collecting the
wformation 1s only a part of the job  The data collected cannot be
Simply accepted because they might contmin unnecessary andfover
Or under emphasised facts The remark ‘IMigures do not Lie . but
lars figure s apt here For from the same set of facts different
interpreters will draw different conclusions depending tpon their
mndiidoal view pomts their interests and theiy individual biases
(vi) Interpreting the Data This 1s an tmportant stage i
the process of research Correct interpretation of data makes the
Tesearch meaningful and purposeful It 1s at this level that unorga-
mse and unscientsfic research fasls The best fact finding study would
become useless by wrong or improper interpritation of facts  The
Technical * comp broad und d knowledge of
the problem at hand are some of the prerequusites for a correct
nterpretation of the data
(t53) Report Preparation. The final step in marketing
Tesearch 15 summansing the result of the research and making a
teport  The find gs and are put 1n such »
manner that the recipient of the report can understand them clearly
€0ough 1o use them effectively  In general the reports are classified
anto four kinds °

(8) Executive Report
() Technmical Report.
(¢) Dawa Report

(d) Popular Report.

H
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keeps oollscting 1 1ts own working  Sales amalvas 15 oo such
mportant use of such an mnformanon. Sales aralvss can be spht
1nto three parts ,

(i) Prod.uct anahvsis,

{21} Terntonal analvms, and

(113} Cestomer analysis
() External Sources

When internal records are wmspficent ard the required
information 1s pot readily available, the organisation will have to
depend on external sources The external sources of dsta for
marketing research fall 1oto two broad sub categones

() Pnmary data and

(8) Secondary data.

Primary Data. The data collected for a purpese in onsinal
15known as primary data It consists of all answers obtuned first
band  The sources of prnmary data are dnided nto basically
Internal and External. Internal sources are records and reports in
the sales office  The external source meludes the sikesmen, dealers
and consumers

Secondary Data The data which 1s collected from the
published sources, 1 mnot onginally collected for the first time
Iscalled secondary data  Suppose we want to know the population
of 2 ety weneed not go from house to house to collect the same
but can refer to census report.

Various External Soarces of Informatien for Marketing
Research

(a) Pravate Sources. There arc as MRy s OVEr twelve
thousand publications in India (Dalies Magannes Weeklies, ctc )
I different languages Some of thescsp crthsen dustnal ficld
These give a wide coverage of information pert ung 10 the con
cerned fields Voluntary organisation such s Chamber of Commeree
Trade Associations, etc. issuc bullctiny regarding preces wnd stocks
of some commodities

(8) Government Sources heserne Tnk of India Bulletin

Agticultural situation m Indiv 1S 1 Bulletins  Tesules these there
are publicatsons of the Markcting Resewrch and suniey wing of the
Directorate of Marketing and Inspection the Ntion it Counci) for

conomic Applied Research (NCI RT)
(©) In ernational Sourcea UN Stutste b Yer Book,
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Balance of Payment Year Book (IMF), Year Book of Food and
Agnicultural Statistics and International  Reports on Cotton, Sugah
Tea etc

Much nformation about the market cannot be obtamed from
an analysis of the internal recoids of the business cencern of from
exterpal sources of information Therefore, when all the reasor
able sources of iformation from internal and external sources ar¢
exhaused and sull certain valuable information about the market
are lacking the busmess executive turns to the method of direct
market rescarch  There are three widely used methods of obtamung
information through direct market research These are

{a) Survey Method 3t

(b) Observation Method and

(¢} Experimental Method | f

v '

POINTS AT A GLANCE

1 Meamng of Market Research ¢ Gathermz! recording and
analysing of data about problems relating to the marketing
of goods and services

—American Marketing Association

2 Purposes of Marketing Research

(1) To know the actual demand of the prcduct in the
market
(11) To know the desired features or the product
(113) Tod ver the most \; of distibution
(1t) To know what improvements are to be made to meet
the demand
(v} To determne the price of the product.
() Fmd\pg out new markets for the products

3 Market research is detailed study of the markets as 10
how the ¢ umers react with the products such as their
tastes quality mnnovation quantity etc It prondcs detailed
data which is useful for decision making

4 Uses of Market Research

(i) Helps the manufacturers to manufacture products
which suits the demand

(1)) Prices can be adjusted by looking to the capacity of
the potential buyers
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(13} Sales are ncreased by smproving the quulitv and
utility of the products as per the chowce of the
customers

(1t) Wastage can be mummised and hence cost of market-
mg be reduced

(r) New markets can be explored and to resort to effect
large scale economies of bulk purchase of raw
- materials and distnbution cte

(+3) 1t helps in discovering new hines of products

(1) Unwanted product can be discarded and new ones are
added
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Market Information

INTRODUCTION

‘Market snformation sncludes gathersng and snlerpredny
facts estymating the value and prices to be pmd for o product
and denlsfying the type of consumers who will purchase st”

—Hexdingfield and Blankenship

An effective Marketing Information System M18)
makes 1t possible to reduce the volume of intuition pased
decisions as it makes avalable to decision makers relevant
and usuable mformation for making marketing decistons
A clear need exists for .oordinated, systematicand continuous
information gathenings This task 1s handed over 1o Market
g Information System MIS provides a mechamsm for
reducing the overwhelmmg flood of available marketing
inférmation to pertinent usuable amounts and tallonng mfor
mation outputs to fit each executwve s mdividual information
needs The MIS gathers information from varous
sources—department files raw data summary statsstics
qualitative nferences expert and lay opintons 1mpressions
and even rumours

71 Whats the importance of Market Informatio®
for muarketing research ? Explam the methods of collectn8
market imformation

MARKETING INFORMATION THEN AND NOW

In the past changes were gradual and supply was generally
the problem rather than the disposal of output Demand was thet
of 2 basic nature and almost insatable There were no problems
of chowe The market was purely a seller s market with grezt
emphass on production Gradually the problem of the distnibution
of output become more and more complex  The problem encoun*

were actually not of selling the produce but of creating ume
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X oot oilbes. Bormess grsdosih becan 1o reslseats rods of
T2y the oonseoer peeds 233 2oter of ‘Comsu—er Onsartaton
T=s wquired Goor 3 pew rezge of technuues. There arced
oox formnlaton of marketing camely the oo'ketren of radat
hmouen, Theneed for wiormatien came to be fat all the
T ¥ 2en the Jocal markets exparded wito patewsl markets ard
T2 ely widened 10 an iaternational Jevel  Expancen of rarkets
2ezssntated collection of teformation about compeniton, CORRLLWTS
=4 thar behaviour etc. In all these cases the roanufactenen
rred ieformation for prevestiog and <olving problems of the
!’:!n‘mnng patere

(@) Who'are the customers and where do they e *

() What are the products nced~d by customers

(¢} Why do they msist on 2 partculsr product

(&) Whep do they want the products »

(¢) How big 5 the market ?

(f) Where 2re the products to be made avadable ?

For answering these questions and mamy more the producers
Tequire lot of information That 1s why the collection, aralysis
2nd interpretation of proper, relevant and timely mformation has

OmMe 2 major management function today It 15 one of the
facilitating fugctions which smoothers markcting actnaties I s
2o capable of creating confidence 1 the minds of producers
{0 meet any changed situation It 1lluminates a manufacturer’s path
1o walk mto the dark future without trembling legs

In the past 1nformation was not collected systematically and
Scientifically The infercnces and solutions were therefore 1ll founded
oot compeletely wrong Marketing mformation to b& franful
must include alf facts, estimates, optnions and other infermations
Used 10 the marketing of goods  This necessitated a reonentation
’Sl;‘lhe process which Jed to estabhshing Marheting Informaiton

tem

MARKETING INFORMATION SYSTEM
The system may be defined as a set of procedures and methods
for the regular and planned analysis and presentation of informaton
for use of marketing decisions A good marketing il
SYstem will help the management to plan control and ur
*Hects ansing out of previous decisions  The importance of N
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mg Information System should be evident from the following

diagram
ne:mvﬂsnus k Horarens

S

TUARKETING
M} INFORMATION
SYSTE™M

Fig 71 Markeling Information Systems

Without market information the chamn of modern 1ndustiy
would be broken and the producers would be separated from the
cnstomer  Marketing information and allied activities provide ibe
niissing hink 1n this chan  Mere market information would pm\'lds
only a bast., but there should be a system to coordinate ana reantte
the producer and the customer 1t 15 all the more important s10¢e i
natrows down the area of uncertamity and the risks attached to 18
marketing of products

KINDS OF MARKETING INFORMATION
SYSTEM |

Basically there are three kinds of systems which are adDP‘Cd
for this purpose R o

1 Marketing Control System It provides to the Safes
manager information relating to the trends and problems 1n the
market as also the matketing opportumttes The data prOV"kd
cover numerous aspects of sales and provide jthe management vt
a basis to assess 1t perl'lormauce m the past Then this becomes
a pomter for the future / This system 15 useful for coatrolting ¢
marketing costs and finding ont reasons for poor sales

2 Mark P Sy It fi hes informatio®

q d for future pl of prod m2a most conventent an
mtelligible form It provides necessary matemals even to dearde
\| ve d 10 add to the exssting ones —The problems

by this system are  Sales forecasting  promotional plans
credit management, ¢tc
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3 Moarketing Research System This 1s useful for analys-
g and solving current marketng problms. It  measures
1stics of diffe types of and also their beha-
viours under different conditsons Marketing research handles
Problems concerming adveruising, prices, etc
Inshort marketing information system 1s 2 set of Pproce-
dures and methods for the regular, planned collection, aralysis
and presentrtion of information for use m makimg marketing
decrsions

METHODS OF COLLECTING MARKET
INFORMATION

There are three sources from which market information can
becallected These are

(a) The mternal records of the bustmess concern atself

(3) Published and unpublished 1nformatron from externalt

sources
{2} Onginal external rescarch or Direct Market Rescarch
;

72 How can the internal records of the business
concern serve in defiming the problems of

() Product Analysse

(8) Territorial analgsis

(¢} Castomer analysis

¢
The financial records of a business concern are usually well
kept and comparatively simple to apalyse  The balance sheet and
other financial statements provide material proper analysis of which
Teveals the degree of efficiency with which the business 1s conducted
fsales records are kept both in terms of value and volume and if
fgures of the yolume of business 1 terms of number of 1tems sold
are also available, these reveal the position of the business
v Analysis of the properly mantamed records and statistics of a
business concern 15 particularly 1mportant for measuring the effect
of ‘hanges i the policy of the business concern  For instance, a
change 1n advertising or discount policy have 1ts effect on sases
Which Wil be revealed by the analysis of internal records Thus
with p operly orgamised internal anformation it 1s possible to
SsUmate the size of the markct and the individual share
market Effects of the seasonal factors and effects of
I internal and external policies also may be reveaicd H

'



90 Sales Hanagement

ANALYSIS OF ThE INTERNAF RECORpg

valysis of the interngp Tecords, Common(y known as Sales
Analyg, may pe helpfy m locauug and dcﬁnmg the exact problen
s m, hree formg

(a) Producr anaj Sis, ' i

+ i
(z) P.RODUCT ANALYSIS )
sualjy busmess firmg sel} Severa| Product ipeg or at feast
YaIYIng size5 and gypec Of the sapme Ime of Product It the yofumes
of annya) Sales of each Produet OF each type ang size of product
Over pagy few Years gra tabulatcd and analyseq will show 'b;
Percentag. o of the tota] Volume of sales obtaigeq from the sale or
€2¢h line of Produce Thus Tecords of sales of €ach type or size o
Prodne; OF each Ime of Toducy can pe €Ompareq ‘ For 1nstance
an Analygg of the totar sales Volume of the concern shows an
ncrepge of 25 Pereeng Over the 2.t year g Tecords But when zb,c
saleg volumeg for mdxwdual Produce are ANalyse, 1t Teveals that afl
the Producyg are npt Selling 54 Uniform Tates  also that some
Produegg have 0creaseq theyr Sales Volumes Whereas ope or two
Producys have dechineg m thelrsales Withouy Product wise sajes
analyg;e this facy Might noy have been Teveajeq to the management
of the concern  Now that the Probler pyg been reveated further
mves!lganon nto the Cause o the declipe and peg remcd{’ can be
ned

) TERRITORIAL ANALYSIS

Termonal Analys;¢ IS wseq to ascer(am the Variation fn the
Sales Volumeg m each temto"y distryeq OF repon Usually the
saleg bmgmmmc of g firm 55 baseq on the dmsma of market into
saleg tcmtoncs sales districys Or sales Tegions A NUmber of sajes
Men gp0 Altacheq o each Saleg rcrnrory crefore analysis of
Sales b, 1eTitorye, districyg 204 rez10me helps 1 Mmeasuring the
sales v, Ume Giffereny gcogmphlcul areas ang also 1n keepmg
a checy, on the pcrrormancc of Salesmep It any terntory
Sales Volume ;o Ies yo €auses ¢ap be xmcsngarcd into and remedies
foung

Progucy atlysis ey be adgcq 0 the tetritdriy analysis
methog TUS  study of safes of earpy Prodycy ' cach  gafes
Thitory may Undertake, to detcnnmc 1 why, &°0raphuc area
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¢ach product 1s relatively strong or weak Many firms eastablish
sales quotas for each product in a terntory and then compare actual
sales with these quotas Thus the management of the firm comes
to know what 1s happening 1n each territory  Now 1t can find out
the reasons for the performance of each terntory and then take
constructiye action based upon the findmgs

(¢) CUSTOMER ANALYSIS

Customer may be classtfied 1mto groups, with all those
1ucluded any one group being gimilar regarding say, the amount
of their annual purchases from the facturer Classification of
“ustomer may be based on their respective mcome or age or their
social status  Then the sales records of each customer s group may
be compiled to find out the frequency of order, the amount of
8oods soid, the particular product Jipes purchased, the percentage
of profit earped etc

Customer analysis method 1s best suited for the marketing of
ndustrial goods because the number of buyers or customers 1s
small Here sales records can be compiled for each customer Periodic
etamimation of the sales records of each group of customers or
each customer may reveal any mmportant change such as a decrease
1 hus overall purchases or 1 his purchases of a particular product,
On this basis of this finding mvestigation 1ato the causes of such a
decline may be made Customer wise szles records may be 1nalysed
W regard to profitability—and more profitable customers may be
attached greater importance 1n sales efforts

7.3 Critically examane the various methods employed
for direct market research

It 15 true that much information about the market can not be
©obtamed from an analysis of the internal records of the business
concern or from external sources of informatton When all the
Teasonable sourees of information from internal and external sources
are exhausted and still certamn valuatle information about the
Warket are lacking the sales manager turn to,the method of direct
matket research

METHODS FOR DIRECT MARKET
RESFARCH
} There are three widely used methods of obtamning nformation
through direct market research These are
(a) Survey Method



92 Sales Management

(3) Observation Method and
(c) Expeninental Method
SURVEY METHODS
A survey 1s a complex operation which requures some techmcal
knowledge Survey methods are mostly personal in character In
making a survey vanous methods are adopted  Depending 02 the
anformation required there are atleast six major types of surveys
(@) Factual Survey Collects only facts
(b) Information Survey It 1s broader than the first one
(¢) Opnion Survey Opinions on various problems collected.
(d) Attstade Survey Determines the atttudes of e
consurmers
(¢) Future Inventions Survey Used to find outor discoves
future trends
(/) The Reason Why Survey Secks to determmne why2
person has done something or intends to do something 1n future
One survey may combmne several types since 1t may g1
several and better kinds of information The various kinds of surveys
are carried through differcnt methods Usually three genersl
methods are used for conducting a survey
1 Personal Interview Survey, ’
2 Mail Sarvey and
3 Telephone Survey
1 Personal Interview Snrvey
In this method the makes p 1 ts with
the nformants drrectly or mdirectly with the help of mait or tele-
phone  Personal 1aterview survey 1s done adopting any oae of the
following methods
(a) Direct Personal Observation Method The method
implies that one who has to collect the data should pcrsonaﬂ}
study the probleras and obtain first hand information
Merits Easy and intenstve method
Reliable information
Surveys specific requirements
Avoids unnecessary details
Demerits  Personal prejudices may destroy the authentioif™
of conclusions
Extensive use not possible
Time consumng and show process
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1
{ ; () Indirect_Oral Investigation Method Here also the
enumerator makes a  direct contact w1 h the informants  But the
collection of data 1s made by making mdirect mqmries This s
adopted to ascertamn the reality without harming the sentiments of
the informants
Merits Useful for providing direct and positive answers
Creates personal intimacy between the collector
and the giver
Demerits  Invites incorrect answers

Time Consuming
Success depends on the skifl of the enumerators

(¢) Direct Written Enquiry  Under this system, the enume-
rator prepares a list of questions apd circulates 1t among the
wformants The questrons are selected 1n such 2 manner that they
could be easily answered The same questions are repeated to a
number of persons or groups

Ments Simplicity

Lesser degree of mnaccuracy

Easy comparison due to the same set of question
Demerits  Personal bias or prejudices 1 selecting infor~

mation sufleence results

Preparation of questionniare difficult

All the methods of collecting mformation discussed above are
personal in character The person who requires the information
directly meets the respondents and collects the snformation needed

As a general method 1t has certain meres and demenits

Merits Makes planning easy

Greater control
Tlexibility

More information
First hand information (information when passed

through different hands may be distarted)
Demerits  High cost !
Skill and technical knowledge essential

Time consuming
Personal biases very often make the 1nformation

one sided
Motlvauonxl Research Thls 1s another most usetul analysns
Tecently added to marketing h  Ths h 1s designed to
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dscover underlying motives and desires of human  behaviour under
vaned circumstances O Jate motvation research 15 successfoly
apphied to problems such as Product Desxgix Package Design,
Advertising and Pricing
Depth Interview  This method allows the irterviewer 10
explore the areas of mio-mation and to dircct hus conversatson 1©
certamn topies only  This method gives a free chance 1o the nler
viewed even to express lus opimons and attitude  This method 35
capable of giving deeper insight nto problems It uscovers BV
1deas and helps to explan things more quickly  But such intervies$
ate cootly and call for a considerable knowledge on the part of the
operators 1
2 Mail Sarvey i v
From the point of view of adminsstration the mail survey
easier to handle  In this method a questionnaire 15 sent alone with
a letter explamng the purpose of the study A request 1s afso made
1o senu back the answered guestionnaire to the sender Jtis the
castest method and fience quite popular If the customers 8%
literate and are scattered this 15 the only method that coufd be
easily adopted
Mexits Cost 1s relatively less
Speedier than al} other methads
Convemence to respondents
Sumphaty
Demerits  Poor tesponse  In most cases 1t rately exceeds
s 30%
Limited use
Inflexib The v ¢ once prepared
cannot be altered
Answers may not be received back n time
Al guestions may not be answered
Answers may vot be proper and correct
‘To mmprove the percentage of response stamped and self
d loped are <ent  Somet, gifis are also provided 35

ncentves
3 Telephone Interview

This method s widely used n developed countries fike the
United States  However 1ts use 18 restricted to telephane subscribers
ond therefore  unsustable for surveys coveting wide ared asd
custowrers from lower sncome groups

5
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i ~ OBSERVATIONAL METHOD
There arc many possible sources of inaccuracy 1 the suryey
method  Some of these maccuracies can be eliminated by using
observation 1n place of interview or asking questions Undér the
observation method of market research mformation ts obtatned by
observing some action of the respondent No mterviews are
i_‘;:"“cd For example a person may be observed buying coffee
15 Unaware that he 1s being observed therefore he ‘will zct 1p
bis usual way  The observer statiored i the shop can watch and
record the behaviour of the customer as he selects a particular brand
of coffee
Observational method may be used in different ways Freld
worker may vistt the homes of customers and instead of asking
Questions may actually check what brand ot brands of products
a1e1n the home at the time of visit Customer may be observed
personally by the observer while making purchases
Personal observation mav take two forms
{a) The observer may pose as a customer i a retail store
(8) The observer may watch custorier from a discreat distance
and study the motivating factors leading to the purchases made by
the customer
Information may be gathered by mechanical observation
Bwell  For instance hidden cameras kept 1n the shop may be used
o obsenve and record the behaviour of customers m a shop
Mechameal appliance such as electric card stretched across a road
3y be used to count the traffic 1 a shopping centre during a
Sertam time period say from 5 to 8 P M
Merits and Demersts of Obsexvatsonal Method
Merits Highly accurate and objective
Actua) market behaviours 1s recorded
Demerts More expensive than Survey method
1+ More time consum ng
Limnted 1n ats appheation
1t cannot go mto the depths of motives beliefs
and opnions
It 15 msufficient to nake a market decision
EXPERIMENTAL METHOD
s The experimental method 1s best surted for chemical and other
CIeOLfic fesearch It can be more widely used an  marketing

Tese;
arch also ) ,
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Experimental method of collecttng market nformation—
“1nvolves the establishment of a scale medel or a controlled experr
ment which stimulates the real market situatton as much @
possible  This 15 based on the theory that the small scale exper
ment will furnish valuable 1nformation 1n desigming a Jarge scalé
marketing programme

A manufacturer may produce a few units of product and give
ther to some of the consumers to try them before he undertakes 3
large scale production of that product It ss more widely
to test the various plans of sales promotion and different 1ypes
of advertising It 1s also used for pricc determination, 10 test
new products and packages The techmique of cxpcx'xmmwll
method 10 market testing adopts more or less the followng
pattern

A control markets established 17 which all marketing facto®
remain constant At the sametime one or more test markets are
es ablished 1 which one or the othier marketing factor 1s var
Now afirm wants to know whether to change the colour of ¢
package being used byt It establishes town A asthe contro!
market in which the product 1s marketed in the package with b
old colour It also establishes towns B, ‘C and D as the test
markets  In these markets packages of different colours arc B!
All other marketing factors such as price sales promol®
compaign etc are keptconstant in 4ll the four markets Over?
pertod of ttme sales of the product in all the four markets at
observed On the basis of the observation 1t chooses colour of et
market to be the best whose percentage of sales increase was
highest Another firm wants to introduce a new prodirct For ¥
purpose, 1t wants know whether the product will be purchased by
the consumers and what amouat of sales efforts such as advestis®
would be necded to sell a given quantity of the product 10 know £
this st may first test 1ts product in a few sclected markets with
help of vanous sales cfforts I the results of the tests as endest
from the sales volume are favourable 1t may start a compalgd fof
large scale marketing with the h]ope of same success

Meaits It1s the only one of the three (servey, obsT
vation and experimental) methods which gved
actual market ftests and stimulates an 26

market siteation
.
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Demerits - The method 1s expensive
It requires Jong, carefu] planning
It takes relatively Jong peniod of ime to obtamn
the results
74 Write notes on the following
(A) Essentials of a Good Questionnaare,
(B) Mail Questionnaire,
(C) The Telephone Interview,
(D) Qualities of a Good Iuterviewer,
(E) Qualitres of a Good Sample
(A) ESSENTIALS OF A GOOD QUESTIONNAIRE
A questtonnaire 15 2 carefully compiled logical sequence of
d to a definite objective It 15 the outline of what
tformation 15 required and the frame work on which the datas
built up Quest € 1S SO ly used in securing market
information that its preparation deserves utmost skill and care
Quality of 2 questionnatre will depend upon the questions listed 1n
it. Each question should cover only one point It should be sumple
and clear It should ask for defiite facts Leading questions should
Dot be asked  For example, 1nstead of asking “Do your read the
Statesman?  The question should be ¢ Whicn newspaper do you
read daily 7*
Essentials of 2 Good Questionnaire
() It should be as srmple as possible
(5} It should be easy for the respondents to give answer
+(c) It should keep the mterview to the pomt
(d) It should be arranged that sound analysis and interpre-
tation of the facts gathered are possible
(¢) Questions should be arranged m a logical or conversational
sequence It should begin by asking about things which can
be casily answered and then slowly proceed to the more
complicated questions
(/) It should not be unduly Jong and time consuming for the
respondent
{9) It should be easy for recording Space should be left for
wniing down answer to each question at the time of
mterview
) It should be easy for tabulatron of the data after the forms
are returned duly filled 1nto the office
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(B) MAIL QUESTIONNAIRE

A questionnaite 1s commonly used n sccuring market
information  Mail questionnaire 1s a servey method in which copses
of the g ire are despatched to all the costomers whose nage
appear on the mailing list A covering letter 1s attached with copy
of questionnaire explaining the purpose of the study and sohciting
cooperation of the addressee A prepared envelope 1s also enclosed.

‘This type of survey method has certnin advantages
Advantages

1 Itischeaper to mail a questionnaire to an indwicual that
to send some one to mterview him personaily

2 This method makes it easier to reach people 1n remote OF
n accessessible arcas

3 Absence of an interviewer may lead to a more mpartidl
reply free from any snfluence

4 Answers to questions which require reaction of the entir®

family can be more easily obtained

Thrs method has a distinct advantage m case of survey

covering a very wide area or highly sclected group of

mndividuals scattered over o wide area  Travelling costs of

personal interviews 1 such cascs would be prohibitive

Quch speed with which the rephes are recenved 18 88

advantage of this method  In an ideal case all the respon

dents would complete their questionnaire at the same time

and they would all be returned within a few a days

1t 15 easy to reach a specific class of people—pcople Who

can not be interviewed personally are accessible through

this method

It ehmimates the ranger of the bias Dikely to be created by

the mnterviewer

Apomumity—In  postal enquiry the respondent remains

awarymcas It 15 Dot necessary to disclose his identity

[N

=N

-

=

-]

Disadvantages
1 Lack of response
2 Difficulty in preparing representative mashng list
3 Length of the questionnaire
4 Ambiguous replics
5 Dafficulty n classifying respondents
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(C) THE TELEPHONE INTERVIEW

This method 1s widely used 1 a country like the US A
However, its use 18 strictly restricted to telephone subscribers and
therefore 15 unswitable for survey covering wide orea and customers
Trom lower income groups
Merits

1 Simpheity—This method 1s extennely sumple only & sample
Iist of telephone numbers, a namber of blank questionnarre
forms and an nterviewer with good manners and voice to
talk on phone are necded to conduct the nterview
Rapidity—Speed at which mterview can be completed 1s
a major advantage of this method
Low cost—It 15 less costly One interview on the telephone
will cost only up to 50 pase per call
It help to interview people otherwise m accessible people
not ready to grant personal imnterview do not mind a short
conversation on telephone  Thus even high officials and
ladies from mich fammly can be interviewed easily

(]

w

£

Demerits

List of telephone subscribers 1 not representative  Middle
class and poor people do not have telephone facilstics

Not suitable for rural areas

Limited number of questions are possiblean a short tele-
phore call

4 Restructions on questions Personal questions of 1ntimate
nature can not be asked on phone

(D) QUALITIES OF A GOOD INTERVIEWER

An mterview mvolves a meeting between two persons the
interviewer and the respondent Interviewmng any pefson requires
knowledge maturity and skill Followmg qualiies should be
Possessed by a good imterviewer !

1H y and Dependabilty The interviewer has to work
far from hig employer s office, there 15 ample scope for dishonest
and poor work He may fill 1n mformation not obtained during the
iferview 1t 1s absolufely mecessary that he should be rehable and
Perfectly henest

2. Ability to meet People He should be ready and have
the liking to meet and talk with people from all walks of ife. He

[N

w N




100 Bales Management

should have the nerve, poise and tact to meet people 1n all moods
-and engage them 1n the interview

3 Accaracy and Precision It should always be remembered
that an anterviewer 1s a reporter of what he 1s told and what he
observes  Therefore, he must be able to convey facts and 1deas 8
teceved  Also be must be accurate 1 followsng wmstructions from
his employe, Further he must be able to record facts precistly
and must think precisely

4 Good Physical Endurance 1s necessary for an interviewet
as a full day of active interviewing 1s an ethausting job

5 Persomality An interviewer should have a fauly attrac
tive personality and be an interesting person to talk with It should
be remembered that the respondent 1sa stranger and 15 going to
recesve nothing mn return for what nterviewer wants him 10 do
Therefore, the interviewer must be able to create a good 1mpressiot
at first sight and influence the respondent 1n such.a way that hes
teady to help

6 A better than Average Edncation. He should have som®
‘what higher than average education He should have atleast school
leaving certificate though higher ed should be p bl

7 An enquiring mind good observation power and an
extravert attitude. He should have an atutude of mind which
goes oto the depth of the facts should be keenly observant and
1nteasity interested 1r other people and therr problems

8§ Strong Memory An mterviewer must possess 8 gDOd
memory to ensure the accuracy of his reports

9 Coramercial Knowledge Knowledge and experience of
the various facts of business 1o general and marketing 1n pamcul:u’
will be extremely useful for the mterviewer to have a clear grasp of
us yob and what 1s demands of him

Success or failure, effectivity or otherwise of the pcxsonal
anterview method depend much upon the qualities of the iater
viewer

(E) QUALITIES OF A GOOD SAMPLE

It 1s not always necessary to collect data from the whole
umverse A small representative sample may serve the purpost
A sample means a small group taken from a large lot  Ttus small
group should be mintative cross section and really ‘representative
i character This sclection process 1s called samplng A good
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marketmg sample must have the following four attributes if 1t 15 to
epresent the umiverse farthfully

1 It must be random Random means that everyboy in
the group has an equal chance to represent the group

2 It must be representatave It means that the sample
must include all important kinds of unts in the total umverse

3 It muast be proportsonal. The sample selected should
Contamn various segments mn the same proportion in which they
8ppear 1n the whole lot  For example, if populafion of a country
18 90 percent native and 10 percent foreign, the same proportion
must be reflected 1n the sample a'co

4. It must be adeguate The larger the sample the more
Bearly correct would be the result

Basically samples are of two types (1) Probability or Random
Samples, and (1) Non probability or Purposjve Samples Probability
samples are those samples which are selected in such 2 manper
that every member of the umverse has an equal chance of bemg
included/exciuded m it and 1n which the probable error that may/
Creep 1n the studies or results 18 mathematically known in advance
Yhe word random does not mean ‘haphazard It refers  to an
&manged and predetermined method of selection

Non probability or purpostve samples arc made to meet the
#pecific requirement of a special nature

POINTS AT A GLANCE
1 Meanming and Importance of Market Informauou:
Market nformation includes all facts, estimatss opinions
and other ynformation used 1 making decisions which affect
the marketing of goods  Accurate information may helpmn
sound sales forecast and to plan production policies
2 Methods of Collecting Market Information (Sources)
() Internal records of the business concern itself
{13) Published and unpublished imformation from external

sources
[CH] Ornigal external research or Direct Market Research

3 Analysmis of the Internmal records (Sales Analysis)—its
forms
(9 Product analysts,
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(31) Territonal analysis, -

(131) Customer analysis
4 E 18 of Ynf fon. Pablicati

of vartous
government departments Trade associations, chambers of

commerce surveys and articles published n the professtonal
Journals

§ Direct Market Research
(1) Survey Method
(1) Observation Method, and
(111) Experimental Method
Essentials of a Good Questionnaire
(s) It should be as simple as possible
(14) It should be easy for respondents to give answer
(&) 1t should keep the interview to the point
(sv) It should be well arranged 1n alogical and conversa-
tion sequence
(v) It should not be unduly long
(z1) It should be easy for recording
T (w3) It should be easy for tabulation
4 Methods of asking question
(s) The use of mail Questionnarre,
{s3) The telephone Interview
(s11) The Personal Interview
There are ad ges and disad
methods
8 Qualities of 2 Good Interviewer
Honesty and dependability, Ability to meet people Accuracy
and p: P hty Good educat:
Strong Memory

)

v of each of these

, Enquiring mind,
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Product Planning and
Development

“It 18 an act of marking out and supervsang the search,
screening development and commercial satson of new products
the modification of existing Iimes and the drscontinuance of
marginal or unprofilable stems —Karl H Tietyen
e e

The 1dea for new or modified products 1s secured from
external sources Iike competitors, distribution channels and
ultimate consumers Product idess require prehiminary
Screening and evaluation Market fesearch helps 1n such
fields  Product planning 1s 2 major responsibility of the
chief executive of the concern  Itisa team activity and the
most important ink 1o development of any product is the
Management

81 What is the meaning and importance of Product
manﬂmg and Develop: ? What ) activities will
¥ou include under product planning and development ?

MEANING AND IMPORTANCE OF PRODUCT
PLANNING AND DEVELOPMENT

Product 15 the starting pomt of all marketing actvities unless
the policres regarding the product arc decided and exact natore of
the product 15 determmed not much can happen i marketing
Delermmauon of the shape or form in which a produet s to be
PUt 0 the market s an important part of the marketing process.
A Product 15 a combination of attrbutes These attributes are
colour materjal design  features, performance, uwulity valoe,
functions and qualities ctc Each of these attributes bas to be deter
Tined of the product 1s to become the ‘quick mover  Thus Product
Meanimg ang Development 1s concerned %t the deteymaation of

© Precise nature of the product Product Planning may be defined
3¢ the ‘act of making out and supervisiog the search screeming
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q

p and 1 of new products, the modifica
tion of existmg lines and the discontinuance of margmal or ¥
profitable items  Simply stated product planning decsdes the parre
and other related aspects of the articles produced and sold.

The following are the usual functions undertaken by product
plannmg

() Evaluation of the 1dea, market and the product.

(s3) Eval of p

(%) Finding out customer specifications

(1v) Developing the product.
(U)IJ'eshng the product
(vi) Marketing the product

{v1s) Evaluating the result

Product Develop Product fopment 13 8 MmO
Itmted term but includes the technical activities of product sesearch
enguneering and design  Product planming and development 15 ihe
result of the coordinated cfforts of a large number of specialists™
2 marketing men, etc Produst
Planning 1s usually described as merchandising and sncludes B¢
internal planning needed to get the right product m the market at
the nght time and at the nght price and 1n the proper colovr
qualtties, design and sizes etc In fact, merchandising function 1>
the coordination of selling with production It emphastses o0 the
size appearance, form quantities etc

MARKETING ACTIVITIES UNDER PRODUCT
PLANNING AND DEVELOPMENT
(a) Sctting up of standards.
(5) Determination of the vaniety of products to be produud
(c) Decision regarding quality of products
(@) D fi and of p
(¢) Identification of the product or products by the use of %
brand or trade mark
(f) Grading
(g) The design and use of & proper package:

SETTING UP OF STANDARDS
Fixing up of &8 dard reqs careful pl Selectio™
of wrong standards will end Up 10 the premature death of the pro-
duct. While fixing the ds the foll 1 properties o
the product are considered

»
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Basic weight and measures

Sizes, shapes or dimensions

Cbemical or technical properties

Product performance

Quantity of umits for sale or handling

Other characteristics apparent *o human senses

Fixing a dard for a product 1s therefore, purely a
function to be handled by the with vision and fore~
sight

DETERMINATION OF VARIETY OF PRODUCTS

The manufacturer has to decide whether he should produce to-
satisly demands for all variety of products existing m the market or-
be should attempt to meet demands on a lurited vanety of products
otly Answer to these questions will determine the variety of sizes,.
of colours, of patterns which would be offered

DECISION REGARDING QUALITY OF PRODUCT
The next step m Product Pl ard Development 1s wheth
fooffer more than one qualsty of products Mapy manufacturers prefer
1o restrict their offer to a single quality  This quahty may be bigh
quality meant for high 1ncome groups or of average quality ot market
quality designed to sell at a standard market price  Alternattvely
Pbroduct of less than average quality meant to sell at a price below
the genera] market level with a view to cover the very low mcome
810Up may be chosen: The choice of one or the other of the three
qualities wyl] depend upon market conditions, the objectives and
Tesources of the concern
Trading up and Tradwg down  In case of manufacturers
offening single quality products problems of trading up and trading
down are Iikely to anse ™ Tradmg up means the ntroduction of a
gher quality product or the market by the manufacturer of lower
Juality cheap product. It a manufacturer of cheap bell pens which
has eameq good reputation decides to offer higher quality bail pens
Sependimg upon 1he reputation of the cheaper pen, this 1s an
SLmple of {rading up In ths case the mapufacturer expects that
 trading up effect of the reputation of the cheap product wilt
B¢Ip bimn to sel the hugher quality—bigber price product. Similarly a
Danufacturer of hugh qualty Watches and clocks may feel that
©€an scl lower quality watches because hus higher gnalify wrist
cs have good reputation i the market  He expects that the:
Teputstion of high quality wnst Watches will help hum sell the Jower..

'
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quality watches as it will have the ‘trading down eflect  Thistsa
<ase of ‘trading down

DIVERSIFICATION AND SIMPLIFICATION OF
PRODUCT LINE

In recent times sellers tend to favour the practice of diversif
cation of their product lines  Diversification of product hines rtfﬂi
to the practice followed by a seller to add new product to the hac @
products presently handled by lines
R for Daver i

1 New technological development brings mto existence nev
products For instance Asiad Games 1n India have madet
necessary to introduce Colour TV This 1s baised 10 msk
manufacturers of black snd white TV sets to add Colo®
TV scts to their product hine
Successful firms Iike to deal 1n new products to create B¢
market so that they can avoid or eltminate the nherent ndl
avolved 1n the policy of narrow product lne
To mmimuse the nsks ansing out of changes i fashio®
and consumer § tastes
To expand the activittes of the firm to utilise the 1dle pl%
capacity and for fuller utbisatron of the financial anc
manpower resources of the firm

Diversification can be achieved both by the merger of evistt
arms manuficturing different products and by adding to the man¥
facturer of exssting product hine by the same firm
Conditions for the success of the policy of diversification

(1) The new product to be added should be closely allied 1€
the existing products !

(1) Continuous efforts should be made to elimnate frof
tle product lines those products which become obsolett
or unprofitable

(131} Dnversification 15 not advisible if 1t involves the use of
new marketing methods and new marketing channels for
the distribution of new products

Simphfication of Product Line

Many ellers follow the practice of simplification of product
lines  Simolification of product lines 1s just opposite the practice O
dwversificatson It refers fo the practice of imiting the number ©

products a.seller deals 1m ' \

of product line has the foll g ad

~

a

reny
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(3) Less caprtal 1s tied up 1n mventorzes
(+7) Personnel have better opportumty for specialisation
{ss7) Manufactuning and marketing activities can be more
cifectively directed

STANDARDISATION AND GRADING
‘The function of sorting out products mto groups of umform
Tand, quality and size 1s known as gradmg Standardisation signifies
that a product 1s of a certain specified quality Standards are perma

Bent and this factor 15 extended to grades Established standards are
Brades

Ad:

ges of Standard and Grading
1 It helps to protect products n transit from damage and
reduces the’ cost of marketing by achieving economy mn
freight and handhing
2 Standardised goods requige Jess storage area This reduces
storage charges
3 Sale by description or sample1s possible These eases
the sale or purchase Cc dity L have b
more useful with the mtroduction of grading
4 Compansons of volues of different quahties of a product
I3 a single market and the differences in pricesin the
same grade n different markets can be made easily Such
companisons help 1n keeping prices 1n different markets 1n
Iine with each other
5 It helps to reduce risks and aids financing standardised
goods could be evaluated accurately whick facihitates
financing
It helps to el the element of s
Stand and gradmg enable the producers to use
the brand names effectively
8 Advertising backed by standards 15 more effective 3t helps
m the demand ereation function also
ges of Standard and Grad
Standardisation destroys ndtvidual shill and ingenusty
2 Incase of agncultural products the quality cannot always
be marmtamed and grading becomes meamngless
It retards progress and introduction of new 1deas
It affords an atmosphere where even the low quality
g00ds are sold out under certam special standard or
grades

lation

-~ A

How
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5 1t humts market and throttles down the foreign tradt
PACKING

In the pastit wasneglected as o passwve function agd
merely intended for safety purposes alone Then 1ts markw;;
values were mostly rgnored  Today 1t 1s accepted as an mevits
clement m the marketing function,

Package, Packing and Packaging "
Package 1s the cootainer with or without contents 1"5‘;’
Packing 1s the process of covering wrapping or creating £o°
mto a package This 15 done for the purposc of delivenzd
articles to the consumer or for the purpose of transport P: 2012805
may be defined as the general group of activities 1a product plant
mng which ynvol desigming and 3 the contamner 0:“‘
wrapper for a product The potentialities of packagg espesialy
m the field of demand creation have been wadely accepted 80%
It 18 Often remarked as a ‘silent salesman® Thiss perfectfs®
becanse of its advertising appeal identifying power and intiss?
value Vernon L. Fladager expluins its importance * under the
modern marketing concept i which all aspects of a business ar
correlated from a market pomt of view to enhance their abiity ©

win profitabe cust packaging d almost "‘lwaysh..ﬂ.::
complex ramfication Any such d may

affect production distribution h and ¢ sales
advertising, public rel personnel, g and finance

Fasictions of Package
1 To assemble and arrange the contents 1n the desired for®
2 To protect the contents from production e through
use
To 1dentify the contents the brand, the maker i
To provide a switable product mix mcluding s1zes) weigh
pnices grades and packages
To facilitate retailers functions
To faciate transporting storng snd ware Boos®
handling ¢
‘Ta enabie the display of contents
To encourage repurchase
To help in complying with Jegal requirements
‘To provide opportunity and space for advertising.
According to Phalip Kotler Profection convenence and
N

L)

oWy
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<conomy are the three important traditional purposes attached to
‘package ’
(@) It provides protection from various lunds of
d

8 ge by h handling product loss, pilferage
<ontarmation by dirt or dust
M gam o loss )

Chemical change {metal corrosion)

Insect attack (mottn)

® c Storag; 1n use

(c) Economy—Loss 1n quantity 1s prevented, opportumities
for Teuse creatss an opportunity to communicate with the customers
Kinds of Packaging/

Kinds or methods of packaging will depend largely on the
Tatare of the contents m terms of their value, physical composition
and durabxmy The Jength of the distribution channel, the amount
of haudhng and vartations in  chimatic conditions Products 1
Iqud form, require containers made of galss or stmilar matenals

¥or fragife atticles wooden contarners are used

1 Fanuly Packagmg Prod of a particular manufac-
turer when packed 1 an 1dentical way 1s known asfamuly packaging

¢ shape, colour, size etc of pachaging will be sipular for all his

Products

2 Reuse Packagang  Packages that could be used for
ome other purposes after the packed goods have been consumed 1s

OWN as re ug,, packing This aspect increases the sales value of the

Product constderably

3 Mualtiple Packing It 15 the practice of packing several
UNMts m one contamer This helps to 1atroduce new products and
18CTease the sales
Kunds or g Is used for P g

1 Earthen Wares. Earthen wate for preserving products of
qud pagyye

2 Chie Jars These are used where protection 15 required
#8103t hght ang corrosve action

3 Wooden Boxes They prevent breakage due to rough
handhng

4 Cardboard Contamer Corrugated paper boxes are
“umonty used 1n sneciality goods which are not bulky
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5 Straw Baskets—These are mennt for keeping vegetables,
fruits
et 6 Gunny sags These are used for packing prams of &l

1mds.

7 Glass Bottles Bottles of different sizes and forms used for
ligmds and medirines

8. Tan Containers These can be used for packing any kind
of matenal

9 Plastic Container Most popular due to therr low cost-
good appearance conventence and abihity for reuse

82 What are lsbelling and branding ? State the fonc
trans, advan\tnges of labelling and branding of products

LABELLING
YLabel 1s asmali slip placed on or near product to denote
nature, ownership, d ctc The function of sta%

dardisation 15 made perfect and known to  the users through Tabels.
Packages afford o place where the Jabels conld be affised It
part of the product which carries a verbal information about the
product or the seller A label plays an important role 1n nakiog
the prek and b fi ,
Fanctions of Labelling
1 It gives defioiteness to the product and therefore the
1dentification of a product 1s easy
5 1t stresses the standard and other special features of (8¢
product which are advertised
3 Yt enables the mnnufacturer to give clear mnstructions ©
e consumet about the proper use of tus product
4 By mentiomog prices undue phice vanations caused by
the wntermedianes are nvosded  In other words pnees
ded reg d and tained
5 1t encourages to produce ooly standardised and qualit?
products
6 It provides method for the manufacturer by which
contact with the customer 1< established

Kinds of Labels
Willinen J Stanten clis afies the fabels 1nto four classes

(+) Brond
(7) Grade




FProduct Planning and Developmens L

(s#9) Descriptive, and
(19) Informative
(1) Brand Labels These labels are exclusively meant for

populansing the brand name of the product  Cesmetics manufac-
turers prefer to use this kind of labels

(1) Grade Labels These labels give emphasis to standards
orgrades This 15 used an ndirect method of product identification
g, cloth, leaf tea, dust tea, et

(s12) Descriptive Labels They are most illustrative 1 nature
Inaddition to the product features they explain the vartous uses of
;bge ;l:mduct Household products have invanably have descriptive
aoels

(19) Informative Labels The man object of these labels
8toprovide maxtmum possible nformation These may contam
the product characteristics and m addition the methbd of usmg st
In the case of medicines detailed labels are attached

Advantages of Labelling

1 Tt s asocat service to customers who very often do not
know any thing about the products charactenistic features

2 It avoids price variations by publishing the prices on the
label N

3 1 helps advertising activity of the orgamisation

4 1t belps the customers to assess the superiority of a
product

5 Itisa guarantee for the standard of the product

6 It rasses the prestige of the product and the manufacturer

Disadvantages of Labelling

! For and ilhterz ¢ population labelling 1s of no use

2 It mereases the cost of the product, since fabelitng 1n
volves expepditure on the part of the manufacturer

3 Labeling 15 effective only where standardisation s
compulsory

4 1t enables the customer to weigh and compare the advan
tages of products before they are used This may vitimatly
and 1n discarding of a product 11 favour of the other

Ipite of these disadvantages of labelling  under legal

au”"Sphcrc it could play an effectnve role and provide protection to
. toa;umers-
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BRANDING

Prod are the children of facturers  Once a mant
facturer has decided to duce o new product, he will want 10
give his product an identity, s BRAND NAME  Brand s a 03
term, symbol or desnign or a combination of them whichis sntended
1o dentifv the goods or services of one seller and to differe.tisfs
therm from those of competitors—(American Marketing Associas

Marketing Definition), e g, H Soap, Mot Soap

Brand Name A brand name consists of words, letters 308/
or numbers which may be vocalised or pronounced, ¢ g , Usha Fass,
Allwyn Refugerators Gillete blade  They are a combuatio? of
words vsed to 1dentify a product and to dierentiate it from otbet
products

Brind Mark. A mark 13 the part of the brand which appea®
an the form of a symbol design or distructive colounng o Jettersd
(W J Santen) It could be recognised only by sight but may not be
pronounced ¢ g 1he symbol of ‘Maharaja of\Arr Iadia, the prte®
of *Gapuram of Tamif Nadu Tousist Dev Corporation

All these forms brand name brand mark ore called brandio

<.

a product meant for identfi and differ from other
products '

Trade Mark When a brand name or brand matk

gistered and legalised 1t b 2 trade mark  The vegstered

T
brands are Trade Marks Trade Mark 1s defined as o brand O
part of & brand thatss given legal protection because 1t if capable
of exclusive appropnation  Trade mark 15 essentsally a legal 1610
protecting the manufacturer s rights to use the brand name and/or
brand mark

Trade Name This term 15 erroneously used s a synosy®
for either ‘Brand Name or Trade Mark A trade name1s ¢
name of busimess preferably the name of the orgapisation stself
trade name may also be a braud name but 1n sach a case 1t sEVES
two separate purposes It brings out the 1dentity of the manufacturel
and the product Totas is & trade name Godrej 15 both 2 trade
name aod a brand name

Patents Patents are public documents conferring certaid
nghts previlages titles or offices A patent confers the right !a‘lbc
use of a techmcal invention 1t 1S apphicable 1n the case of 2 1E¥

new prod new machine, etc  Defined more prectstld

a patent confers the night to secure the enforvement power of th¢
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state 1 excluding unauthorised persons, for a specific number of
Jears, for making commercial use of a clearly :dentified, new and
wseful technological 1nvention
~ Copy Right This 15 applicable in case of books and 15 used
0 the same meaning as that of patents It 1s a sole nght to repro-
duce, Iiterary, dramatic, musical or artistic work. Copy nightis
available for the whole of the author’s Iiffe time and fifty years after .
tus death
FUNCTIONS OF BRANDING
1 It helps m product identificatson and gives distructiveness
to the product,
2 Indirectly 1t denotes the quality or standard of a product.
3 It ehmimates imitation products
4__It ensures Jegal nght on the products
S It helps mn advertrsing and packaging activities
-6 It belps to create and sustam brand loyalty to particular
\ products -
7 It helps 1n price differentiation of products

. Mentity 15 essential to comptition, because without a means of
Hentification there 15 no way of wraking a choice Brand n;mcs
definttely faclitate 1n makmng a chotce A large pumbet of pro uct;
“ven today Iive m the markets mamly duc to an effective use &
drand name—Usha Fans Dettol, etc
Brand Image and Product Image Every brand ;ma‘ge‘ 1
Partially denved from a product image  The product 1mage 1< 2::
10 the fund aims and satisfactions which the

s particutar product
KINDS OF BRANDS 5
Thomas F Schatte classifies the brands mto two broa
Qtegories

1 Mannfactorer’s Brands .
. (2) National Brands~TH: same brand, used on a pational

leve

() Regronal Brand—~Brands for particular regiob.
{9) Advertising Brands~Brand stressing symbols.
(3) Blanket Brands or Single Brands or Famuly Brands—One

20 name for all the products of a I eg, Godrey

b Toducts
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(¢} Muitiple Brands or Individual Brands~—Brand pame given
for each varety of product, e ¢, vartous Brand Soaps of Totas

2 Distributor’s Brands
{a} Private Brand
(5} Store Brand . .
(¢) Dealer Brand
(d) House Brand

ADVANTAGLS OF BRAND NAMES-

To the Manufacturers
G 1tp the of the
(4) It saves advertising cost of the brand name 15 popular
(s} If properly promoted, brand name creates confidence my
and good wilj for the products
(st} It widends market for the products

To the Consumers
@) taffords aneasy way for purchase by eeuly 1dentifying
t a product
(1§) The brand name directly assures certain qualsty by’
wlentifying the manufacturer behind the product.
(39 The brand nawmes assure fixed prices  Even the distnbu-
tors cannot unustifiably vary prices
To the Distrabutors
{s) Widely popular brands ease the selling process and lead
to larger sales
“e8) It helps 1n advertisng and sales promotion programmes
(1si) The dustributor can easily find out the quick moving
products
(0} Brandiog reduces price flexibility This 1 torn reduces
the risk in business
(o} Special selling efforts need not be undertaken This
reduces the cost of distibution and hence the fioal
price

ARGUMENTS AGAINST BRANDING

() Itleads to some kind of monopoly known as BRAND
MONOPOLY
(s3] Tt 13 dufficult to establish 2 brand and the expense m the
initial stage 15 very high which raises the cost,
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(11) Brand names do not always asure good quality Glamo-
rous brand names sometimes exploit the imnocent
consumers

Characteristics of a Good Brand Name Brand names

reflect certam aspects of the products or the manufacturer  The
brand names are coined name (Parker) Arbitrary name, Suggestive
name, Descriptive name Charactenistics of a good brand name
are Easyto read and understand, appropriate easy to remember
and descriptive

POINTS AT A GLANCE
1 Marketing Actwities under Product Planmng and
Development
(5) Determation of the vartety of products to be pro-

duced

(s3) Decision regarding quality of product

() D and simplification of products

“iv)-Jdenufication of the product by the use of a brand or

mark T

(v) Grading

(vf) The design and use of & proper package

2. R for Diversaficati

(#) New technological developments
(13) To elimnate the mberent nisk mvolved 1 the policy
of narrow product line
{ )To mummise the rsks ansng ount of changes in
fashions and consumers tastes
(s) To expand the activities of the firm
() To utilise the idle plant capacity and for fuller
utilisation of the fi ] and manp! of
the firm
3. Brand and Trade Mark Dxfferentsated
Trade mark 1s a brand that s given fegal protection Al
trade marks are brands but all brands are not trade marks
Brand 1s any name, symbol term or design which 19 intended
to 1dentify the goods of one seller and to differentate
them from those of others
4 Importance of Branding
' The growth of competition has made branding necessary




116

5.

6

Sales Manogeounh

2 Increasing importance of advertising B

3 Sigatficance of packing

4 The prowmng habit among consumers to buy goods of
particular brands

Essentials of Good Brand
{3} 1t should be simple, short and easy to memorse

{s1) It should be easy 10 recognise and recall

(%) Distinctive acd atiractive

(+9) 1t should be easy and economical to reproduce

{v) Not based on prevaling styles and fash

(o) 1t shouid be effectively llusteative
(v1s) Tts owner should be able to protect 1t in the law court.

Classes of Brands
(#) Natwonal and private brands
{14} Manufacturer s brands and Retailer’s brands.
{333) Producer s brands and Distnbutor s brands
« () Single or blanket brands or Muluple brands

7 Advantages of Branding and Trade Mark
{0} Ad to Manuf: ers

14

(f) It makes distnbution of the product in the wide
market passible
(%) Indavidpality of the product 15 well established
(3%) Advertising costs are reduced
{w) Wholesalers and lers prefer branded p
{v) After the prod Ismap o
dispense with the services of the wholesaler and reduce
his expenses i distesbution
(vi) Helps n controlling the prce of the product
() The mapufactures 15 reqmred to pay Jower rate of
commission to wholesalers or retailers on the branded

Araot

products
{o1+i) Branding axds o 210 contact with the consumers
() It ensures dier d d leading to o
v 1and 4 .

@) Ad g¢5 to Wholesalers and Retail
() 1t helps 1n adverusing and display programmes
(%) Tt helps 10 increaung control and share of the market
{117} 1t reduces price and help stabilise prices
(7)1t facilitates introduction of & new item
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(v) Branding aids 1n dardisatton of quality
(v)) Retailer 15 assured of more or less stable demand
(v1s) Branded stems require less ime to be sold
(v41i) Less nisk 1s mnvolved 1n the case of branded products
(:z) No efforts for promoting sale are y
©) Ag ges to G s
(5) They cannot be charged higher prices by the retatlers,
(1) Consumers are assured of good quality
(1) Quality goods are easily available
{10} Quaity of branded goods 1s protected
\%) Stability in prices
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2 Increasing importance of advertising

3 Sigmificance of packing,

4 The growmg habit among consumers to buy goods of
particular brands

. Essentials of Good Brand
(s) It should be simple, short and casy to memornise
(33) It should be easy to recognise and recall
(111} Distinctive acd attractive
(sv) It should be easy and economical to reproduce
(v) Not based on p ling styles and fash
(vs) It should be effectively Hustranve
(on) Its owner should be able to protect 1t in the law courl.
6 Classes of Brands
() Natsonal and private brands
(11} Manufacturer s brands and Retailer’s brands.
(%) Producer s brands and Distributor’s brands
(1) Stogle or blanket brands or Multiple brands
7 Advantages of Branding and Trade Mark
(F Ad ges to Manufactarers '
() It makes distnbution of the product m the wide
’ market posstble
(%) Tndmiduality of the product 15 well established
(s39) Advertising costs are reduced
(10} Whalesalers and lers prefer branded product
(v) After the prod I ap to
drspense with the services of the wholesaler and reduce
s expenses 1n distribution f
(v3) Helps 1n controlling the price of the product
{o») The manufacturer 1s required to pay lower rate of
to whol or retatlers on the ~branded

products
(one) Branding aids to mam contact with the consumers
@z} It cnsures dier d d leadwung to of
)f d and cont: d
@) Ad ges to Wholesal, and Retailers
(§) It belps 1n advertising and display programmes
() It heips 10 mereasing contro! and share of the market
(%) It rednces price comparnisons and help stabilise prices-
{r2) it Tacihitates mtroduction of a new item
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(v) Branding aids in standardisation of quality
(i) Retailer 1s assured of more or less stable demand
(vs1) Branded items require less tune to be sold
(v317) Less nisk 1s nvolved in the case of branded products
(1z) No efforts for promoting sale are necessary
(©) Ad ges to C
(3) They cannot be charged higher prices by the retatlers,
(1) Consumers arc assured of good quahty
(15%) Quality goods are easily avallable
(tv) Quality of branded goods 1s protected
\¥) Stabihity 1n prices
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Channels of Distribution

Marketing channels are the roufes faken by the hile to
the product sn sts journey from the manufacturer to the ullimats
consumer

[
The channel of distribution 1s a tool of marketing used
1o explain and understand the methods by which products are
able to reach the final comsumer Channels of distribution
mamtain an cficient flow of supply of goods at all umes.
Channels of distrbution vary accordmg to the needs and
circumstances of the market Distribution of different
products 1s made 1n several ways and n its course, apart
from persons who are actually called salesmen, magy persons
of different designations effect sales and often 1n large
amounts In this chapter the various channels of distributiont
and the factors that infl d on sel of
channels will be discussed
91 What is o Channel of Distribution 7 What are the
primary parposés of distribution ?
MEANING OF CHANNLLS OF DISTRIBUTION
Channels of distribution are the means employed by manuf2c-
turers and sellers to get thetr products to the market and 1ato the
hands of vsers Channels are management fools used to move
goods from produ~uos to consumption  They are means by which
title to goods 1s transferred from sellers to buyers. Thus process @
transferring title 13 not so simple espectally 1n the present day
marvets that are ch 1sed by hetrogeneity on both the supply
and demand sides There 1s a wide vanety of goods produced for
sale on the other side there are highly varred and complex destres
of consumers
According to AW Sbaw distribution 18 the application of
motion to matersals as they move from the times places forms and
conditions where they bave po value to the times, places, forms
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and conditions where they have value*  The channel 1s, theeefore,
<he vehucle for viewng marketing organisation 1 its external aspects
and for bnidging the physical and non physical gaps which exist 1n
moving goods from prodacers to throogh the exch

process, icluding the determmation of price
Marketing creates vanious ntilities to the products. Most of

these uiilities are 1n fact created by performing the fonction of
physical distnbution promptly and eficiently  Channels of distribu~
tion help to move goods from one place to another  hence they add
place utility They bring goods 1o the when the

wants them Hence they add tume utility also  They bring goods to
the copsumer 1o a convemteat shape, umt, s1zs, style and package
bence they add convemience value They make at possible for the

<onsumer to obtain goods at a price he 15 willing to pay apd under
<onditions which bring him satisfacton and ptide of ownership,

kence they add possession value

There 15 2 wrong 1mpression that the onc and only function
of the channel of distribution 1s tb make the seller and buyer meet.
The term 15 defined as “the mtra pany or
uniits and extra-company agents and dealers, wholesale and retail,
through which a commodity, product o~ senice 15 matketed”—
(AMLA.) This defimition 1ncludes two aspects

(@) The firms internal marketing organusation units and the

outside busmess umts which a firm uses in its marketing
work

(8) The channel structure of the mdividual firm and the entire

complex avatlable to all firms.

In any developing economy there 15 an 1ncreauing cemphsss an
specialisation and the division of labour  As arcsult of thisa
“83p gets developed between producers and users The primary
purpose of the distributive channel 15°to bridge this gap by resolving

phical d and 1 (relating to tune) discrepancs
ansupply and demand For this irrespective of the extent of these
discrepancies certamn essential fanctions meet to be performed.
ESSENTIAL FUNGTIONS OF DISTRIBUTION
CHANNELS ’;

1 Trapsfer of title to the goods mvolied

2 Physical movement from the pomt of production to Qe

point of consumption }

3 Storage functions |

.
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(6) Merchandising Producing goods that will satisfy market
requirement

(c) Pricing Attaching value to the produet

(d) Physical Distribution Distribution activities

(¢) Termanation Settlement of contract

5 Middlemen collect huge orders and purchase products
1n bulk from the producers  This enables a producer to undertake
large suale production

6 The muddlemen provides a connecting Iink between the
producers and their respective markets

7 They help to stabilise the prices

8 The middlemen Create place time and possesston utilittes
to the goods

93 ‘Middlemen are parasites They should be elami
nated’ Do you agree with tlus view 7

In essencc the channels of distribution are tools hired to
perform the function of transfering goods from the place of produc
tion to the place of consumption The various functions 1avolved
m this process are not performed free of cost but are charged for
It1s therefore natives that the cost of hire should be paid by
those who benefit from the service, viz., the ultimate consumers It
15 here that severe criticism is levelled that the charges made by the
muddlemen are more than what 1s due to them  Therefore, many
persons advocate the el of middlemén who, ding to
them, are responsible for the rising costs of distribution  However,
one thing should be cleatly borne in mind that elimmation does,
got mean ehmnating the functions performed by middlemen
because the cntics often confuse the functions with the performed
These marketing functions have definitely to be performed by some-
on¢ Functions performed by distribution channels must be per
formed 1f the goods are to be made available 1n the markets The

desired objective 15 to perform the marheting services—services of .

traasfer, storage, dl and portation etc at the lowest
possible cost with the greatest efficiency 1n order to serve the
consumers best. Thus the elimination of middlemen does pot mead
«hmination of marketsng functions at afl

CRITICISM OF MIDDLEMEN

1 The muddlemen render some disservice to the society Tney
‘prevent the coming together of the producers and customers
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2 They create a wide between the producers and the
customers leading to complete unawareness of realities in the
amarket

3 They mampulate thungs 12 2 way that the producers are
@ot able to conform production to demand which results either in
over production or under production |

4 ‘They mantain therr existance at the cost of the consumers
m geperal  “The muddlemen are nothing but parasites thriving at
the expense of the consumers who are gradually being robbed of a

derab of their purch power to feed the muddle

men*”

5 They use clever method of cornering products and dictating
prices:

On account of thess powerful argumentsn favour of the
of mudadl the tendency mn prod now a days 18
to do away with middlemen and bring the producers and consumers
ndirect touch with benefits to both  There is a growmg feeling
among the manufacturers also for the discont of ruddl
"on account of the following reasons

1 Wholesalers do mot take interest in increasing sales
volume mspite of large mcentive given to them Thisis
especrally so when a substitute productis appearing 1 the
market

2 Most of the middlemen do not actually perform the
marketing functions such as storiog, transportation, etc
They simply help 1 changing the ownership without

houlderng any responsibility

3 The present mamx‘fscturcr 1s desirous of establishing
closer coptacts with the consumers Most of the manu
facturets have now <tarted opening their own retail shoos
Deltin Cloth Mills Lakshms Mills Madarai Mulls bave
their own retarl shops In the same way Bata and
'Carona have their own retail storess In 21l these cases the
functions of marketing are performed by the manufac-
turers  But every manufacturer 15 not 10 a posttion u:
undertake these f b of the
problems 1 managing the distubution acinities Hence
mspite of the disservices and mantpulations mddiemen
continue to exist today ta the channels of distnbution
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94 Discuss the important channels of distribution.
What are the factors which determine the choice of
channels 7

The selection of the channels of distnbution depends on the
requirements of the mirket and the nature of consumer wants  The
manufacturer entering a market must determine what he himsell
wants what share of the market he wishes to attam, and how muck
he s willing or able to snvest 1n order to attyn 1t He must also
make 1t some how best he can veach the market in order to attain
his share  There are no readily available any set guidelmes which-
could state what the best channels are  In cach instance, therefore,
the seller has to consider his own objectives, resources and of course:
the channels which are available to him

FACTORS DETERMINING THE CHOICE OF -
CHANNELS

‘The mdividual manufacturer or seller making a choce of how
he will get his goods most economs ally and efficiently mto the
hands of p has to der several specific factors.
Some of such factors are

(3) The type size and nature of customer s demand

(3¢) The nature of company s business

{13%) The type of product sold

(sv) The price of the untt of sale
(v) The price margins and mark ups necessary to nduce

distnbutors to handle the godds

(vi) The extent of the seller s product hine
IMPORTANT CHANNELS OF DISTRIBUTION

The ability of the fi to P
depends on Ius ability to find out the most economical form of
distnibotion and to develop continned profit. In geoeral there are tWwo
primary choices lable to a fz d of geting  bis
goods form the factory to the consumer

{¢) He may entrust the sellng job to someone else like
selling agents  These are mndependent businessmen who operate 00
a commusston basts and whose principal function 1s to sell the entire
output without taking the ownershup  They may render this servic®
to a limted number of manufacturers only They operate as saks
agent fora fe generally for ranging fro®

P

e
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Sto10 per cent on sales They could also be termed as
FUNCTIONAL MIDDLEMEN
(3) He may choose one of the available trade channels and
thos partictpate to a greater or less extent m the distnbution
process  If he chooses to use 2 channel he has a choice of four
«<hannels .
1 Distnbution through an Agency
2. Selling to wholesalers who sell to retailers
+ 3 Selling direct to retailers or dealers.
4 Selling direct to customers
1 Distrabution through an Agency In this channel there
are the brokers, the manufacturer s agents, the commission mer-
~chants and the export merchants Wsually the manufacturer uses
this channel when he can not afford to mvest the amount requised \
“to develop a sales force of his own
2. Selling to wholesalers who sell to Retailers This 15
the traditional channel The wholesaler 1s the person who buys 1n
large quantity and sells 1n smaller quantities to & large number of
retadd buyers The real wholesaler 1s always a merchant middlemen
He naturally teies to sell for more than he pays  The difference 1s
called the margm mark up or gross profit From the pomt of
view of the £ an over depend upon the wholesal
causes lum to lose contact with retail dealers  Further more the
wholesaler may have vartous products of different manufacturess to
sell and hence, might be unable to push up the sales
3 Selling Direct to Retaslers or Dealers Thisisa short
irade chanpel where the manuf: It Iy the
functions of the brokers and the wholesalers He himself finds ont
the bulk buyers This channel bad ats orgmn 1n the xdea of
ehmmating wholesalers from the channel of distnbution This
channel 15 viable only when
(@) The manufactorer has financial resources to take up
markettng funchions
(%) There 1s Jarge scale producton
(¢} The praduct 1s normally bought by the customers in large
quantitres
(d) There 15 full hine of goods
{€) The demand for the goods 1s constant
4 Selling Direct to Customers This method 15 most
““ommon 1odustrial marketing where capital goods are marketed
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Industnial ch 1 hipery, mstallations, heavy equipments are
generally ‘Sold on a direct basis D rect sale 15 also updertakes 18
the case of agricultural commodities especially 1 the case of smalt
production In the case of other consumer goods direct selling
consututes a very small part of total retant selling
POLICY OF THE FIRM REGARDING
DISTRIBUTION

Before selecttag @ particular type of wmtermdiary one bas 10
consider the policy regarding the dstribution General consideration
for choosing a chapnel are nature of the product characteristics
of the mdmvidual buyer, buymg habits, competition, ete. Bot Al
these factors are nof static and are
A facturer must, therefore, review his channel polxucs and
make sure that they are the best in his situation  Thus the market-
wg policy can never be permanent, The ultimate test of a polcy
must be the effectiveness and economy of serving the customes.
The distribution methods usually adopted are grouped under five:
methods

1 Intenstve Distribution

2 Selective Distnibution
3 Exclusive Distribution
4
5

Consignment Selling
Franchise Selling
1 Intensave Distributron [t 1s a policy where a manufacts-
ter seeks to use as many outlets as possible 1n as many places 8%
possible This method 1s referred to as ‘maximum expansioB
Intepsive d hods are Ny adopted 1p the ease of
convenience goods
2 Selective Distribution. Under this method the manufac-
tarer selects 2 hmited pumber of wholesale or reta:l distribotors
and works closely thh them to further the sale of us ptodud-’
Th s requires ¢ able plazning and thorough kn of
the market There are cerlain distribubive advantages of 1S
method The manufacturer can pick the best outlet he wnﬁ“
which enables lim to leave the tant and
chanpels It 1s best suited 1 the case of sbopping gaods which
carry a hugher umt price  Goods which require aftersale service are
often sold throngh selective distribution outlets
3 Exclusive Distribatlon This refers to the pn:uccﬂf
selecting and mving & distnbutor en exclusive are of sales call
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‘Terntory  The manufacturer enters into an exclusive selling agree-
ment that he will not sell to any one elsg 1n that territory  The
distributor also agrees not to handle or deal in any competing
product It gives some sort of prestige to the product as having an
exclusive dealer  If any price reductron 1s  required, the distributor
will be protected by the manufacturer 1 preserving a distributor s
profit margin
4 Consignment Selling It 1s the practice of placing goods
10 the hands of middlemen with the title and control remaming in
1he hands of the seller The distributors are thus neither wholesalers
por retailers but occupy only the position of agents They usually
get a commission on the sales ¢ffecied together with charges incurred
thereon The manufacturer specifies the manner, time and price of
sale  The advantages of this method are many The distrbutors
Tun no risk of buyeag aud beng stuck with goods They nced not
invest any money
5 Franchsse Sellsng In this method a manufacturer arranges

distribution with some individual outlets providing the required

machmery for selling This method s necessary when the owress of
outlets lack capital and knowledge of marketing the products The
- Parent company provides loans, design for bwldings tramnmg for

both the owner and his staff-and belps in gdvertising and promoting
 thd business  For example there are varous weighing machines fixed

2t bus stapds ratlway platforms and cinema houses These machmes

are hired ont by the manufacturer but are to be operated by
wdividual retaslers

9.5 What are the scrvices rendered by
{a) Wholesalers
(%) Retarlers

i - WHOLESALERS

, Wholesalers occupy a predommant position 1n the channels of
| :‘:tnbuucn They assemble merchandise from many sources, ware-
| m‘:if 1t and regroup the goods for copvenrent !:iuym’g by ‘the
t ang :d':ls Most modern wholesale merchants provide maformation
1 Ory services to retailers and they are often 1o a position to
| Tonide local market information to manufacturers as well:  Therr
1

o ! important service 15 of making 1t possible for the f
“n“" 1o thousands of smaller retailers to whom the merchandise

00t be 5old direct from the factory, This 1s more 50 because of
] UF Jack of sources and storage space to purchase m large
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quantittes to make such direct purchase economucatlyfeauble. On
tbe basis of functions they perform wholesalers conld be grouped as
dollows

/1 Limited Function Wholesalers

(a} Wagon or Truck Jobbers, -
() Rack Jobbers,
{¢) Cash and Carry Jobbers,
(d) Manl Order Wholesalers

2 General Merchandise Wholesaler

3 General Line Wholesalers

4 Specrality Wholesalers.

5 F 1

lesalers/Middl
4

(@) Brokers,

{0) Drop Shipment Whotesalers,
(c) Commission Merchants,

(@) Manufacturers Agents,
(¢) Sellng Agents,

SERVICES RENDERED BY WHOLESALERS

Bervices to the Manufucturers
1 The wholesalers provide perpetuat snd defimte consumers
ito the £ They eitherp lesgeq

from the manufacturers and sell them to the retatlers of
Collect small orders from a pumber ofr Tetaslers a:xd‘placz
2 bulk order with the f he

are thus rehened of the trouble and expense of collecting
2 large number of small orders .

2. Hecollects and provides the informaton Tequired for
planning the production ahead

3 He m:nitam:r stocks and thus assures equitable distri
bution,

4 He places buik orders with the manufactorer sad t!:::
enables him to concentrate on production and yeap
benefits of large scale production

5 He shoulders the marketing functions

St‘rvlces 10 the Retailers .
Because of services of wholesalers the retailers need 0o
stock goods 1 unduly large productions

2 The wholesaler s actvities help to mamptam the price
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clement which goes a long way to enable the retarlers tov
retain therr customers

3 The credst provided by the wholsalers 1s an attractive and
helpful activitiy from ths view pomt of retailers

4 The wholesaler keeps the retailer informed of the new
types of products that are introduced i the market.
This gives the retailers an opportunmity to expand his

business
5  The wholesaler bears the risk mnvolved in the marketing
procedure >

Services to the Society

1 The speciahisation 1n the marketing activity enables
wholesalers to provide marketing services to the consumng
public at a lower cost

2" Itis wholesalers who introduce fashion and new changes
i the market Tlus helps to improve the standard of
Iiving of the people

Though the wholesalers are helpful 1n many ways a feching

has developed agaipst their existance The elimmation of middle
men 1n fact, 1s an argument against the ekmination of wholesalers

POSITION OF THE WHOLESALERS IN
MODERN MARKETING
Inspite of gloomy forebad the wholesaler still g
to hold his position because of the very real semces he rcudcrs.
But there 15 po6 doubt that as pared with one a hundred years
ago his position is less important as a member of the busmess
fraternity 'The causes respongsible for Ins decline are as follows
1 Growmng displeasure of this system of chapnel mn all
quarters
2 Growth of large retail stores as chain stores departmental
stores, super market, etc
Manuf: s desire to establish direct wth the
customers
Development of transport and communication systems
); and d ch 1 style and fashion
Emcrgcnce of new and brgger markets -
Growth of consumer s cooperatives n almost all fields-

w

St
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RETAILERS
’

The word retailer 1s of French, ongin meamng “to cut agam
Tt 1s exactly so as the retaul trade ts one that cuts off smaller portions
from large lump of goods  The retailer 1s the last Iink 1n the chain
of distribution and the ultimate conspmer  Without retail stores to
make the goods of mndustry con Iy lable to mull of
copsumers there could be no mass production The industnaf
revolution never would have taken place 1n the absence of retailers

The retail shop 1 one of the oldest and most widely used business
establishments m the country

A retatler 1s a business enterprise which sells pnmarnly to
ultimate consumers The Retatler 1s also know as a ‘dealer  The
distnbotor is a wholesaling middlemen and not at all a retaliler
Retailing 1ncludes all activities directly felated to the sale of goods
of services to the ul If a f: sells
direct to the consumer that also 1s retathng. Any one selling to the
ultimate consumer 1s performmg the fuuctions of a retailer
regardiess of what he calls humself
Retailing Fanctions

1 The physical movement and storage of goods

2 The transfer of title to goods

3 The prowssion of mformation concermng the nature and

use of goods

4 The standardisation, grading and final processing of goods

5 The provi of ready t

6 The ption of sk cc g the precise nature and

extent of demand
The financing of nventory and the extension of credit to
consumers
SERVICES RENDERED BY THE RETAILERS
1 The retailer keep stocks of different varieties of goods
An average copsumer can not afford to stock goods that
ke requires for every day use
Most of the demand creation methods are undertaken by
retaslers for the manufacturers and whol They
arrange for the display of goods and supply mecessary
mformaton o the customers
3 The retaller 1san expert in the distrrbution of consumery
goo ds Qut of their experence trammg and mtimae

~
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knowledge of the goods the retailers are 1n the posttion to
help the customers 1n the proper selection of gooas
4 The retarler often extends credit facilities to the consnmers
This accounts for larger sales volume
5 The retaler provides many personal services to the
customer such as home delvery, aftersales service, etc
6 For the manufacturer the retaler collects information
about trends tn marketing, changes 1n fashionsete  Itis
through the retailer that a customer meets the manufac-
! tarer
DEPARTMENTAL STORES
Differences between the Departmental Stores and Mualtiple
Shops
1 A departmental store keep 2 wide vanety of goods under
one building A multiple shop speciabises 1n only one type of
goods
2 A departmental store 1s centrally located to attrack cus-
tomers while multiple shops are located at various crttes to reach the
customers.
3 Departmental store deals i luxunes etc  So such people
can afford to go there for purchases Multiple shops deal maly 1
necessities and cater for the general public
4 Prices at departmental stores are comparatively higher
while all multiple shops charge unform prices
5 Departmental stores sell both on cash and credit basis
Mnltiple shops sell only on cash basis
6 Control of a departmental store 15 easter as all the depart
ments are located i a single bullding  But the control of multiple
shops 1s comparatively difficult as shops are located throughout the
country
7 Departmental stores make local publicity while miutiple
shops make publictty on a national scale The shops mamtan
umformity in decoration and window dressing etc
8 All the activities of a departmental store are divided nto
five major ord to facil smooth working
{f) Merchandise Section,
(13} Sales Section
{14) Service Section
(19) Establishment Section, and
(%) According and Finance Section
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Both the departmental stores and multiple shops have their

own ad and disad

Advantages of Departmental Store

Provide all facilities under one roof, central location attracts
large number of customers large variety of goods are stores,
financial strength enables 1t to have experts in all sectrons centrahised
buying helps 1t to get merchandise at lower cost
Limitations of Departmental Store

Operatiog cost 15 generally very ligh there are problems of
finding out a swmiable location, certain departments have to be
retained 1nspite of therr securning losses

CHAIN STORES OR MULTIPLE SHOPS
Advantages
{s) Lower selling prices
(+s) Ecopomy 1p advertising as common advertisements
covering all the units are feasible
{331) Ability to spread risks The principle followed 15 not to
lay all the eggs .n one basket
(sv) Flexibthty 1n working
{v) Bad debts and detarled accounting avoided
(vs)} Central and costly locattons are not essentral
Disadvantages
(f) Lower price 1s a false ¢claim
(13) Ioflexsble 1n practice
(1%3) Personnel problems—transfers- and promotions present
problems
(sv) Poor Public Image—credit facility door delivery etc are
completely absent
96 Which \: ach Is would you d

{a) Consumer Products

{b) Agaricnltural Products,

(¢) Indastrial Products

CHANNELS SELECTION

Channel decisions are not permanent and require constant
evaluation, Impr b and abol of 1
altogether might become recessary Jn the course of time On the
basis of the nature of products also these channels may take
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different forms A common or general approach is nerther feasible

nor practicable A few practical hints on channel selection are as
follows

1 In cases where a manufac*urer s products are frequently
purchased the best course for him would be to adopt direct
distribution through a hired salesman

2 Fashionable and penishable commodities must be placed 1n
the hands of final sellers as quichly as possible Specrahty
departmental stores are the best channels 1n their case

In the case of goods which require technical knowledge or
skill for sales maintepance and repairs etc the channel
must be selective 1a nature, middlemen also be could used
provided they could offer their services effciently

Goods with high umt cost are sold more directly and
selectively as also the bulky ones For brandable products
multiple shops would be the best chanpel

5 Convemence goods may be distributed through mtensive
channels

6 Shopping goods of high unit value are mstributed through
selective channels

MAJOR CHANNELS

.

‘The major channels tradmonally used for distribution of
consumer products, agneultural products and mmdustnal products
are given below  There are meant only for a comparative purpose
and are not considered permanent ones

CONSUMER PRODUCTS
() Producer Consumer Thisis the shortest and simplest
channel where no muddleman s wnvolved The producer effects

house to house selling with the Lelp of hus own salesmen or through
mail order system or retasling

w

o

(®) Producer—Retatler—Consumer Where the merchan-
dise require elaborate outlets and are sold in bulk this channel
would be suitable Persshable products and products which are of
everyday use require such an arrangement Having a wholesaler
means delay 1 taking the goods to the pomnt of sale

{©) Producer—Wholesaler—Retailer—Consumer This s
the most traditional channel for many of the consumer goods  In
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areas where the size of the retathing institutions s small and wide-
spread, a whol 18 1 to coord the 1 Products

requiring 2 balanced or an equitable distnbution also require this
elaborate channel

(d) Prod Agent—Retal C In place of
wholesalers the producer may have h1s own exclusive agents This
13 mamnly to schieve more control over the distribution channels
Hardware, sports goods, etc are the hahdise dealt mn th h
this channel Where the retailer 1s absent the agent humself would
discharge the functions of the retailer Branded products are more
suitable for this channel

(e) Producer—Agent—Whol,
This 13 only an extension of the above described channel and 1s.

needed when elaborate distnbution arrangements are requireds

1 R 1 C.

| PRODUCTS
| 4 [ 4
{ ‘Whole Agents Agents
¥ Salers t
Retailer v 4 ¢« Wholesalers
Retailers  Retailers
Dsrect ] Re ailers
¥ + i

‘ ULTIMATE CONSUMERS

Fig 91 Consumer Products Channels

AGRICULTURAL PRODUCTS

One of the chief characteristic features of the distrsbution of
agneultural products 1s the presence of Jarge number of brokers
and agents  These brokers, who stand at far with the retailers 1o
the goods ch 1’ perform functions of their
owp For cxample they sometimes act as assemblers and there-

after 1nstead of sellmg the d to sell to
wholesalers: There are local elevators who collect the produacts

on behalf of others (s ¢ for factu. or for wholesalers or for
their own beha!f) The direct sale 18 very meagre Thc presence and
t of ve m the ch 115 pecultar to

gncnlmre products " Another notable feature 1s that thesc chanpels
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are not at all permanent  They may vary from product fo product
and even from one season to another  For example, the channel for
paddy bas no resemblance to the channel for cotton or jute

INDUSTRIAL PRODUCTS

In contract with the comsumer goods, the industnal goods
have more or less fixed patterns Naturally the channels avarlable
are also less comphcated Major chanaels recognised 1n mdustnal
marketing are as follows .

() Producer—Indastrial User This 1s the most commonly
used channel 1n the distrtbution of industnal goods Manufacturers
of machimery prefer to adopt this channel to avord unnecessary
expenditure on transport insurance etc

(® Prod Ind 121 D. )} User This chanpel
1s used n the distribution of accessary equipments which are
frequently requred by users The users cannot always approach
the f: er for thetr req As such ndustnial distri-
butors arranged on an areawise basis become inevitable

(c) Producer—Agent—User Small sized manufacturers
who do not have therr own marketing departments fiad 1t conve-
nient to have agents at different selling points  Thys arrangement s

dered good for introducing new products

(d) Prod Agent—Ind 1 Distral User Itis
a combimnation of the above two channels adopted to suit varying
conditions on the basis of geographical factors

MANUFACTURER OF INDUSTRIAL

PRODUCTS
| ] +
! i Agents
Agents
Industrial Indu.trial
¥ Distributor Distributor
Drrect | f
L3 ¥ 4 ¥
USERS OF INDUSTRIAL
PRODUCTS

Fig 92 Indusirial Products Channels
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96 How can the efficiency of the Channels of Distribu
tion be measured 7
There exists a gip between the producer and the consumer.
‘This gap 1s bridged by vatious methods and one of them 1s the use
of proper channel of distribution The gap between the producer
-and the user 15 the sum «otal of various gap such as
(a) Geographical gap—created by distance between producer s
and purchaser s places
(8) Time gap~due to time elapse betwe.n production and
final purchase
(¢) Knowledge gap 1 on t of the lack of
transport and communication
(d) Technological gap—due to fast changes taking place 1n the
process of production
(¢} Possession gap—created by legal restrants on m:ukehng
which restrict the transfer of title from the producer to user
Because of these lications ch 1 d 15 2 major
policy dectsion  Firstly the channel chosen for the company s pro-
ducts ultimately affects every other marketing deciston secondly
frequent and absert changes are out of question and hence channel
decision implies long term commitment Quite centrary to this
some 1mes 1t becomes necessary to review the performance of distri-
bution channels and to cunsxder alternative chanpels n order to
maximuse efficiency

CHANNEL RESEARCH
The channel of distribution 1s basically meant for efficient and
equitable distnbution of merchandise at the lowest possible cost
All these elements are based on the sincenty of distrsbutors and how
they reach the customers This could be judged only by thewr
performance  But 2 manufacturer has to take the deciston of 2
channel Jong before 1t 1s actually tested for its ability and efficiency
Channel Research s the one tool wih which a manufacturer 1s able
10 gather iformation 1n this regard But such information must be
accurate and current A successful retaler in the past may not be
able to fetch consumers for a new product In general whena
f h ach 1 be must once agam consider the
following matters
1 Accessibility to the markets through the channel
2 Location of retailing mstitutions compared to the location
-, of consumers

Y
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3 Product planning polictes also will exert considerable
fi on the d of ble ch ]

-4 Promotion policzes undertaken by channel personnel are
yet another consideration The retailers depending comple-
tely on the manufacturers to undertake promotional policies
will be a liability to the manuficturers

5 Services required for the product after 1ts sale 1s also equally
mportant from the pont of view of the manufactorers This
1s a2 method by which the facturers try to

with the In such st ddl
should be able to render such service to the best satisfaction
of the consumers

o

Middiemen must have enough financial background This
might be the reason why most of the manufacturers msist
on bank guarantee before an agent or wholesaler 13
appomnted

Thus the selection of distributton channel :s a complicated
affair and one can not say 1n the first instance, which channel 15 good
and which 1s not The proverb ‘grass very ofteniooks greener on
the other side of the fence 15 always found applicable here Certam
compantes that have traditionally sold through wholesalers or
distnbutors may consider gomg direct to users and vice versa.
Constant adjustments are needed in the chauaels of distrtbution
because the nstitutions that make up the channels are themselves
<onstantly changing

There are other factors that contabute to creating distribwon
<hannel prob) for the facturers Since ct Is are methods
Of vezching markets changes 1n markets require corresponding
changes 1n the distribution channels Similarly changes 1n products
Or consumer s attitudes towa=d products miy require changesn
<hannels The actvities of competitors determne the apgressiveness
of pr sometimes v to sell a product successfully
This Daturally may require changes in competitive action followed
by changes i the channels of distributton For all these reasons

mamfacturers must regularly keep evaluating their channels of
Aistribution,
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POINTS AT A GLANCE

1 Modern Iarge scale hods of Prod
dufferent chaunels of distribution. Five broad channels of
distribution are
(s) Manufacturer—Wholesaler—Retailer—Ci
(b) Manufacturer—His own depots—Retarler—Consumer;
{¢) Manufacturer—His own chamn of shops—Copsumer;
(d) Manufacturer—by direct mail to consumers and
(¢) Manufacturer—by direct contact with the consumer
2. Chorce of ¢t 1 of d b s d d by
(¥) Manufacturer s product,
() The market
(119) Capital resources of the manufacturer
(s9) Production capacity,
{v) Consumer contact
{vi) Multiplication of outlets for the product,
{r») Selitng costs
() Sales reststance
{1z) Competitior and
{z) Consitderations of effictency with economy

3. Necessity and reasons for a change 1o channel of
distribution
() Present outlet becoming i cfficient,
{+i) Charge in the buying habuts of the coosumers
{119} Mapufacturer’s desire to make his goods casily avar

lable
(s7) Compt. about Jers and msddt
{r) Wew develop due to prod h

(1) New uses of the same product
(vsi) Achievement 1n the terms of lower selling costs
(i) Achieving ind ‘] from w
(1r} Irprovement 10 sales and services
(=) Maintenance of price
(=7) Increase in the volume of sales and
{n:i) Opposition from the present distnbotors.

$inlpcal
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4. Selectave distribution for speciality goods 1

(s) Scling to a selected or exclusive market, or
(+3) Selling to a particular terntory, withie which non com-
petiting distributors are selected, or
(15) A close collaboration to be worked out between 2
manufacturer and a distributor serving 3 paticular
T trade

5 as of Seloctuve ditrsh
(1) Stabiisation of distnbution,
(s3) Lesser distnbution pomts
{s37) Lower costs, better direction and control of sales
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Sales Promotion

INTRODUCTION

“Sales promotion means any step that are taken for the
purpose of oblayning or increasing sales °  —A HLR, Delons.

Promotion 1s the final element 1n the marketing mx,

After the nature of the product 1s decided, its price fixed, and
the methiods of distribution decided, the manufacturer has
to take cffective steps 10 meeting,the consumers m the
market In the present consumer oriented markets 1t 1s the
duty of the manufacturers to know what 1s required by the
consumers It 15 also their duty to make the customers
know from where, when bow and at what prices The
products would be available  In this chapter we shall discuss
the vanious methods of sales promotion at different Ievels—
Sales promotion at the level of the dealers and consumers

101 What 1s Sales Promotion ? Distingush between’,

(a) Promotion and Selling

(b) Sales Promotion and Promotion

(¢©) Sales Promotion and Advertising

MEANING OF PROMOTION
‘The term promotion 1s a general term and includes mainly

three types of sales activity
() Mass impersonal selling methods (advertising)
(s5) Face to face or Personal Selling (Salesmanship) and
(»%7) Activities other than Personal Selling and Adverusng
such as pomt of purchase display (PO P) shows and
exhibitions  demonstrations and other non secornng
seling  efforts This form of actiity 1s called Sales
Promotion
There are two types of promotion blends (s) Pull Blend
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and (ss) Push Blend Both of these are closely related to the
Channel of Distnibution
(i) Apull blend s one 1 which mads impersonal, sales
cfforts are given the greatest emphasis The purpose of
pull bend 15 to pre sell to the final consumers So that
they demand the product at the retail level of distni-
bution The firm adopting this strategy would spend
more on advertising and sales promotion rathe- than 1n
personal selling  These efforts will pull down the product
from the mamifacturer
(31} A push blend emphasizes personal seiling Naturally
firms adopting this method develop a strong sales force
at both the distributor and the dealer level  This method
would tend to push the prod hrough the ch { of
distribution
PROMOTION AND SELLING
The ternf p omotion 15 very often used as 2 synonym for
seling  But/seling 1s 2 narrow term which includes only transfer
of title or prsonal selling  Promotion on the other hand, 1s broader
mits outlgbk and includes a vanety of activities used ultimately
for increasing sales volume
/PROMOTION AND SALES PROMOTION
Symlarly the term sales promotion cannot be takep to mean
what 1s commonly does Sales promotion 15 only a part of the
promotion  Basically promotion 1s ap ‘exercise m mformation,
persuation and influence °  Promotion has come to mean the over
all coordinatton of advertising, seliivg, publiity and public
melations Promotion 15 a helping function designed to make all
other marketing activities more effective and efficient But sales
promotion as such helps only the selling activity  Still  there exist
some differences of opmion on tne real connotation of the term
Sals Promotion
W Q Kelley opines, “Muddled M d  Misund
stood That 1s sales promotion  Accordipg Jo him the field
of sales promotion as # marketing activity 1s stil vagely defined
and organised
~  SALES PROMOTION AND ADVERTISING
There 1 no unsversally accepted distinction between these two
terms  To some advertistng mcludes all forms of mass media
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communtcation directed towards 1ol g the end
Sales promotion on the other hand, includes the forms of mass
communication diretted towards informing and influencing the
hannels of dstnb (eg, distnbutors, retailers, etc) Henee
a price of product Iiterature mailed directly to a customer 13 adver
tisiog Iterature distnbuted by Iers 1s sales p Thos
sales promation morges on one side into advertung and on the
other into personal salesmanship It 15 concerned with the dis-
semination of ieformation to wholesal M {both
actual and p 1) and to the
Sales promotion 1s concerned with the creation, zpphcation
and dissemunation of materials and techmques that supplement
advertising and personal selling  Sales promotion makes use of
direct mail catalogues trade shows sales contests, premuums,
samples window displays and other ards  Its purpose 15 $o mcTease
the destre of salesmen, distributors and dezlers to sell a cerfain
brand and to make consnmers more cager to buy that brand,
Personal selling and advertising do include prospects to make these
decisions  Sales promotion provides an extra stumulus
102 What are the objectives of Sales Promotion?
Mention Sales promotion at different Ievels
OBJECTIVES OF SALES PROMOTION
(i) To increase sales directly by publicity threugh medra
which are complementary to press and poster advertisiog.
(i) To dissemmate mformation through salesmen, dealers,
etc  So as to ensure the product getting wnto  satssfaciory
use by the ultimate consumer
{133) To attract new customers
{sv) To face the competition effectively
(¢) To help salesmen m selling wore to the retalers and
consumers
(1) To check seasonal decline n sales
Generally speaking sales promotion 1nvolves rendering the
following services '
{a) Services to dealers ,
(8) Services to own salesmen and
{¢) Special Publicity
SALES PROMOTION AT DIFFERENT LEVELS
(a) Sales Promation at Dealer’s Level
N It may include various schemes some of which are discussed
ere

1
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1 Advertising Materials. The advertising matenals pre-
pared by the company such as store signs, banners shelf signs,
boards etc are distnbuted to sub-dealers for display purposes
“Ths 1s 1n fact 2 method of advertising

2 Store Demonstration. In the premuses of the wholesaler
.ot the retailer, the producer’s sales persongel will conduct special

d ration for the pany s prod Ap -
tion 1s good to ntroduce a new product as its peculiar advantages
can be highligh d and the *s doubts cleared It can be

wused to restimulate an old product A good demonstration with a
great deal of action will draw heavy crowds iato the store and will
attract attention to the product.

3 Special Displays and Shows These are seasonal 1m
character but could be arranged m an elaborate manner and for
all the products of a company Usnually these are arranged along
-with trade fairs and exhibitions  Bestdes cfiectmg sales these shows
ampress the company s pame generally on the public

4 Dealer Contests Thisis an indirect way of increasing
sales  It1s condacted by the facturer at a wholesale or retail
level  Such contests may take the form of window display, internal
store display etc, sales contests (large scale volume) etc The
winners are rewarded erther 1n cash or i some other mteresting
forms This certamnly mvolves financial commitments

5 Dealer Premunums The dealer 13 offered a gift cvery
-time he purchases a grven number of umts of company's brands
This scheme 1s also financial m nature as the dealer 1s given cash}
kund discounts for such purchases
(3) Sales Promotion at Consumer’s Level

The various sch of Sales P tion at s level
may nclude

1 Coupons (a chit of stated wvalue) These are given

directly to the consumer  These coupons are 1o most cases kept
mside the package  The copsumer may receive 2 price reductron
of the stated value of the coupon at the tume of purchase The
Tetailer recerves reymbursement for the value of the coupon from
the magufacturer  Coupons act as & short un stimulus to the sale
of the product, since they are directly tied with the purchase of the
item  They encourage the retailer to stock the product.

What 1s ymportant is that a cospon offer does mot spoil the
Damed priee of the brand nor does 1t unparr the margm of the
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dealer  Butit 1s not easy to measure the effectiveness of a coupon
offer One never knows how many customers would have bought
the product without the mcentive It 1s also difficult to find out
how many customers were held after the coupon offer expired

2 Price off offer (also known as bargan offer Price
Packs} This offer 1s sutended to stirmulate the sales during 2
stump season  In this method the customer 1s offered a reduction
from the printed price st  It1s also used when a substitute or
competing product enters the market.

Many experts on sales promotion feel that ‘off schemes are
among the weaker and less destrable methods of promotion  There
can be trade resentment particularly when the retarler raises the
price to retain luis margin  Secondly this 1s mot conducive f0
building up brand loyalty Consumers may simply shift 1o the
products that offer this scheme

Samples Inthe hope of converting a prospect wto 2
customer a sample (some quantity of the product) may be given
This helps the consumer to venfy the real quality of the product
Various paint manufactunng compantes offer this method Fo~
dtveloping brand loyalty this method 1s quite usefel Samphng 15
a fast method of demand creation because one knows the result as
soon as the consumer has had time to use the sample and buy the
bmad“

g of Sampl Offening  samples 15 quite
expensive  There 1s the cost of producing samples The distribu
tion costs are also high  Samples have to be mailed to potential
customers or to be distributed through retail shops  There are also
problems when the real product does not resemble the sample
supplied

4 Money Refund Offer An offer usually stated on the

kage 1s that the E witl return watiun a stated penied
part or all of tue purchaser s money 1f he 1s not completely satstied
with the prodect.

5 Trading Stamps. A premium 1o the form of stawps 15
given by the seller to consumers while seling goods The number
and value of stamps that the buyer receives depends on the valuc
of the purchase  These stamps are red: bl gh p

\l at the stamp redemp centres

6 Buy back Allowanee This1s an allowance following 2

previous trade deal not offer a certain amount of mioney for ne¥
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purchases based on the quantity of purchases made on the first
trade deal It extends the life of a trade deal and helps to prevent
past deal sales decline It greatly strengthens the buyer s motivation
to cooperate on the first trade deal

7 Premaum There are vanious forms of premmums provided
by the facturer as sales pr 1 devices

(a) Counpons are supplied for effecting price reductions

{b) Factory i Pack Premwam These are popalar n the
case of Baby Food and Tin Food items Spoons cups measuring
glass ete and such other items are packed with the product 1n the
boratself  Factory m pack premmms are particularly good for
products meant for children  The Binaca Tootbpaste packs contain
ammal shape toys These are very attractive and quite popular
among the children

(¢) Self Liqudating Premiums The cost of the premmum
15 collected from the buyer lumself Buat when the buyer pays for
1t he bas to pay only a considerably Jow price for the premmum
This 15 posstble for the facturer purct the 1tems in bulk at
a premum and s cost per unit 15 substantially Jow

OTHER STEPS BY MANUFACTURERS FOR
PROMOTING SALES

Dealers can be helped 1n different ways
1 Commumcating market news Often this service 1s
1 The I may acq his dealers with the

facts relating 10 Jus production and prices’ while the dealers may
fammlianise hum 1n return with the-mnformation bearing on changes
in the consumer s demand their likes and dishke complamts and
criticism  substitutes, etc

2. Inviting to sales conferences and conventions The
gestures of regard and respect pave the way for better relations and
cooperation

3 Offering reasopable terms of sale of all the forms of

encouragement the monetary mcentive evokes immediate response
Hence every produces must offer the most reasopable terms of sale
such as longer peniods of credit and higher rates of discounts

4, Supplymg suttable packages and useful things

5 Ry takmng the returns back

6 By furmshiog them with sale§ hterature and display
matenals
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103 What s meant by Aggressive Selling ? What are
the methods generally employed for aggressive selling 7

AGGRESSIVE SELLING

Meaming Goods are produced for market Mannfacturers
have to make efforts to sell all they produce. When the manufac-
turer uses vanous sales efforts to obtam increased sales volume for
his product 1t 1s called aggressive selling or offensive seling The
sales efforts which a manufacturer makes to retain s customers,
3¢ to protect his alreadv established market aganst lus competitors
1s termed as défensive selling  In contrast to this aggressive selling
1s concerned with the sales efforts made with the express objective
of selling more by expanding the market for the products of the
selling firm

Aggressive Selling and Defensive Selling

Aggressive Sellmg 1s based on the answer to the question
‘How much does the firm gamn (n terms of sales with profit) by
using this method 7 Defensive selling 1s based on the consideration
as to how much the firm will lose if 1t does not use this method ?

Increase of sales can be obtarned from two sources

(1) New customers 1f the market 15 expanding

(1) From the competitors te those consumers who were
purchasing similar products of compstiting firms, 1f the
market for the products 1s static

¢ In case of an expanding market all the firms may stana to
gamn by followmg the methods of aggressive seling  But if the
market 1s <tatic manufacturer of a new market will have to be
much more aggregsive to capture the established market of compes
titors —(H Whatehead)

When Aggressive Selling 1s Resorted ?
Urually manufacturer of 2 new product has to do aggressive
seiling
() When the product has been improved
(1) When the manuofacturers product s supervisor 10
quality to the product of the estabhished competitor
(1) When the total market for the product or line of product
to expanding
<o) If the manufacturer s share of the market is ~omparativel3
small
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{v) I the fi has unused production capacity with
heavy ivestment 1n plant and equipment he will like to
develop the demand for his product rapidly so that
demand for hts product 1s equal to ine optimum produ
ction capacity of his plant, and
When primary demand for a-product must be created and
proviston must be made 1n the channel of distribution to
educate consumers regardmmg the new product and to
wmstruct them 1n 1ts use
METHODS OF AGGRESSIVE SELLING

Sales promotion cfforts used for aggressive selhng may be
divided into two classes

(s) Trade Promotion , and

(3) Consumer Promotion

{s) Trade Promotion Under frade promotion methods
special mcentives are oflered to the trader to buy products of the
firm Such incentive may take one or more of the following forms

(i) Cash Allowance A definite p of d is
allowed on the purchase of given umt of a product

(ss) Extra Product Instead of giving any cash allowance,
extra product 1s given with each umt of product ordered For
mstance 1f a box normally contains 20 cakes of Soap, special box
contaiming 25 cakes may be made and sold at the same price as
that of the box of 20 cakes

{sm) Gafts Vanous pgifts are awarded 1n return for an order
of a particular magnitude

(b) Counsumer Promotion Under consumer promotion
method special 1ncentives are offered to the consumers to buy the
firm s products The more pro:ninent amongst such incentives are
as following

(3) Coupons A coupon of a given value ss sent to the con

sumer By presenting this coupon to the retailer, consumers can
purchase a particular product mentioned on the coupon at a
reduced price The retailer sells the product mentioned ra the
coupon to such consumers (consumers presenting the coupons)
under an ar with the facturer at a psice lower thap
the usual retail price Thus the consumer gets the benefit of reduced
price to the extent of the value of the coupons

(+4) Self Lagmdating Offers Underthis system the firmoffers
an article at an attracting price if the consumer sends a given sum

<

(s
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of money accompamed by a given number of box tops from the
packages of a particular product  The benefit to the consumer 13
that he receives the articles at a bargam price
(113) Bargain Packs Under thrs system a product 1s wold ata
reduced price for a short period  Bargamn pack method encourages
new consumers to try the product It s also helpful m obtamning
large displays in the shops
(w) Sampling This method giving the product or a
small quantity of the product to a consumer free with the hope that
the customcr wilt be favourably impressed with its actual use and
will lly b a regular purch of the d
A firm selling new product or an ex ly nmprovcd P
finds this method useful Also a firm whose market s held by
finds free pling almost pensive
‘The above mentioned methods may be remnfored by adopting
(s) Direct method of selling through the use of door to-door

P

selling
(+8) Offer of liberal credit facilitles,
(133) Hire purchase and 1 P methods of selling

and by forming combinations

OTHER METHODS OF AGGRESSIVE SELLING
® Employment of ‘missionary salesmen also known as
These sal call upon retailers and

4

1y promote a p
(s%) Instead of using wholesalers, the firm may developits
own sales force to call directly on retailers
(1) The firm may follow a compromise method by employing
a manufacturer s agent and giving him a large enough commission
to encourage hum to sell product intensively and aggressively
() New  ternitory 1 sales pr it has a
particularly important rolc 1 developing the company’s products i
new terntones
(v) Increments and promotions
(1) Letters to dealers and customers
In fact, an ingemous sales manager can devise any number of
1 for p: g the sales volume
IMPORTANCE OF SALES PROMOTION
We have seen sales promotion may include any step that is
taken for the purpose of obtammg or mcrcasmg sales It refers to
selling efforts that are dto suf t p I selfing a0d
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advertising and coordinating as to make them more effective

Importance of sales promotion has greatly increased in the present
«day market d keen 1on and expanding markets

Importance of sales p: can be 1sed as follows

«a) In view of Manufacturer
More effectiveness of advertiscment and personal selling
Expansion of sales

Increment i demand of new products

Expertmental opportunities to mnvent new product
Reduction 1n unit cost

Increase of goodwill of the f
Direct control possible
(3) In view of Maddlemen
1 Promotion of Trade
2 Many fold facihties from the producers
3 Winof compcﬂhon Influencéd by the promotional efforts
the H Ives approach for making purchases

4 As a supplement to adverttsing.

¢} In view of the Consumer
1 Trust in commoditics
2 Cooperation of traders
3 Improvement in the standard of Itving
4 Increment of knowledge about new products
5 Availability of articles at cheap rate

QO N

POINTS AT A GLANCE

1 Meaning of Sales Promotion. Sales promottonis concerncd

with the creation, appl anu of matenals
and tech that 1 t ad g and personal
selling

2. Objectives of Sales Promotion
(3) To increase saies
(») To disseminate nformation through salesmen and
dealers
w13) To attract new customers
(+9) To face the competition cffectively

(v) To help salesmen m seling more to the retailers and
consumers

\ (o) To check seasonal decline 1 sales
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3, Sales Pr Involves Rend 7 Services to
(3) Dealers—display matenals, dealers aid, package design
(+s) Salesmen—training and developing selling techmiques
special sales aids
(ss3) Use of sigos, les, gift etc
Special Sales aid—radio, TV advertisimg, exhxbltlon
sales coptests etc
4 Aggressive Selling Efforts to sell all what s produced
Sales efforts made with the express objective of selling more
by expanding the market for the products
5 Methods of Aggressive Selling
(3) Trade promotion—Cash allowance extra product, gifts,
etc
~ (s3) Consumer promotion—Coupon self liquidating offers
bargamn packs, samplmg
6 Other Methods of Aggressivs Selling
{(s) The firm may employ missionary salesmen also known
as ‘promotional salesmen
{») The firm may develop 1ts own sales force to call directly
on retailers
(144) The firm may follow compromuse method by employmg
a manuvfacturers agent and giving hiun a large enough
commision to encourage lum to sell products intensively

h, Tand
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Sales Forecasting and Planning

INTRODUCTION
* The reully smportant and creatvoe part of the marketer a
task 12 prediction and snnovotion —McLever

Forecasting of future cvents 15 done by all of us and
f 11y garding therr
ly or ly F bles the formu
Jation of the plan of action on the basis of anticipated future
events where m the proximate events are outlized with greater
distinctions we shall discuss 1n this chapter the various factors
sofluencing the sales forecasts types of fotecasts sales fore-
casting procedure 2and methods
111 Whats Sales F ? What £ il
1t ? Briefly explain the various methods of forecasting sales

THE SALES FORECAST
Forecasting of future events 1s done by all of us and busiess
men fo 2 iy, ding their ¢ Iy and the
uncopsciously Forecasting enables the formulation of the plas of
action on the basis of anticipated future events where 1o proximate

events are outhned with greater d 1

The marketing 15 required to fo what 1s likely
to happen 1n the fature 1 order to adopt an appropriate marketing
strategy

The sales forecast s an estimate of sales 1 rupees of umits for
a specified future peniod under a proposed marketing plan or pro”
gramme It forms the basis of most pk: Whether con

with matketing prod finance or purch After establish
g the matket or sales potential the orgamsation must prepa
sales [ for the sself ‘The forecast 1pcludes
consideration of outside uncontrollabl: forces as well a3 the 1nternal
_proposcd changes :n the marketing strategy

e 8

>
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Forecasting Period

The forecast may be for a short peniod up to one year when 1t
should be reasonably accurate or 1t may be for periods extending
over onc year A long range forecast should also be made to antici-
pate the extra finance or personnel required m the futore

Factors Influencing the Sales Forecast

Besides quantitative the sales must d
whe following factors whilst forecasting his sales, namely

(6) The general business condition

(b) The conditions within the industry

(¢) The changed market situation

(d) The cond within the company

The future coonomic conditions can matenally affect the
~company s future sales The marketing manager, therefore, be
fammliar with the trends mn the economy He 1s also required to
assess the trends and conditions within his own industry as his
sales forecast 15 matenally based on the industry forecast. He
must also be 1n constant touch with the changed market situation
as well as internal changes within his own company such as 1n the
price structure  distnbution ch 1, sales p
and product policies

TYPLES OF FORECAMTS
(Basic Types)
1 The economic forecast
2 The Industry forecast.
3 The company s sales forecast
The economic forecast seeks to predict what will kappen to
the business 1n general 1o the light of economuc trends
The ndustry forecast tries to forecast the total sales of the
1ndustry in which the organsation operates
The company s sales forecast 1s made then on the basis of
what share of the mdustry s sales the orgamsation itself seeks to
<apture dunng the next year or years
FORECASTING REQUIREMENTS
“‘The really important and creative part of the marketers task
1s prediction and innovation  The marketing manager 1s concerned

with pred But prediction requires adeq data and skill to
Anterpret the samc It reqmres mamly
() An adeq g of d d pts and

demand determinants
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(14) An appreciation of economic trends,
(111) Adoption of the correct sales forecasting procedure and

techniques
(i) Ana of the | of sales f 10g
DEMAND CONCEPTS AND DETERMINANTS
The murkcxmg get mustbe famibiar with & d pt
and d d deter ashes Iy why consu
mers purchass his products and how he can uﬂ':cl their future
behaviour through his p pneing, prod J; and

distribution strategies
Marketing activity may stimulate pnmary dcm'lnd s ¢, demand
for a particular type of product or ] d', s e, demand
for the product of the company tsell Wlulc 1 case of indastrial
goods the conceptof ‘destred demand’ becomes of ymportance as the
demand for industrial goods generally depends on and fluctuates
with the demand for goods and servics they are used to produce
Major Demand Determinants
The following are the major demand determinates
(s) Price
(11} Population (number of people available to purchase)
{us J Income (extent of disposable income and people s expec-
tations as to their future racome
(rv) Satisf: and non factors such as
fashion trends taste comfort and emulation
(+)Substitutability—1t 15 agmn related to factors suchas
relative prices and easy availability
(vt) Competition
(11} Advertising and promotion
ECONOMIC TRENDS

Fstimates of the income useful of
economc progress For devel pl the fi g type of
nformation 1s relevant

{+) What part of the total p t of an y 1s devoted

o consumption as opposed to capital formation
{ss) The extent which the economy 1s dependent on foreign
trade
(3+4) The part which s played by fomgn aid in providing the
goods and services absorbed by the economy

(1) The relative of p ’ tion or 11 varnous-
ndustrial sectors as ngnculture manufactunng and trade-
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(v) The extent and mapner i which different parts of the
economy make saving- avaitable for capital devetopment.
(vi} Other prices of mformation of a stmilar kind

Movement in National Income

“The movement i national mncome and other related aggregates
are often correlated with the demand for many basic, capital
mntermed and goods N 1 mmcome can
be used 1 a vaniety of ways n forecasts  The study of the national
mcome can provide 1ndicators of the trends in the economic
envir which the background within which the
company must forecast the sales of 1ts own products

112 Examune the varions Forccasting Procedure and
Methods

The sales fi dure first req a crystalisation
of the gbjectives of the forcc.'xsl a determination of the relative
mmportance of vanous factors which pught affect the sales of the
different groups of the company s products a selection of appro-
priate forecasting msthod  co'lection of the necessary information,
and making of assumptions and converting them into specific fore-
casts relating to the products and terntories involved  Forecasts
-must be reviewed periodically

FORECASTING METHODS

The following are the major Sales Forecasting methods
(@) The Jury of Executive Optnion Method

() The Sales Force Compostte Opinion Method

{¢) The User s Expectations Method

(@) Statistical Method

\a) The Jary of Execnuve Opinion Method

This pts to and average the opioions
and views of top executives However when compared with a
method which has 2 morte factual basis this 13 an wferior method
Besides 1t uses up costly exeentive trme

{6) The Sales Force Composite Method

This method seeks to forecast an the basis of the views expres
sed by those directly ccnccmcd with sellmg the product Whilst this

1s an are g ly poor and the
salesmen s hme availablo for setling 15 curtaded by this extra task

+




158 Sales Management

{£) The User’s Expectation Method

Here, estimates are secured §tom product users of what they
expect to purchase in the future and on this basis sales forecasts are
made by the company  The defect of this method s that it 13 based
ob expectations which may change

(d} § 1 and Q tave Method
Personal jud should be suppl d through the use
of statistical and quantitative methods Forecasters often ust the
Trend Method to refate the trend of the company s or mdastry s
sales to other m The p p bete 15 that
the factors responsible for the past movements wail continue to
play an equal role 1 the future The regression technique also vses
past data The correlation method seeks to sscertain whether the
n t of two bles are 1nr the same direction  Multiple
Correlation Analysie seeks to ascertamn the cotrelation between pne
vanable and several vartables
1 and quantitative tecl do help describe 1
measurable objective terms factors and  their relatwonshup with the
course of sales Apart from objectively, they force the forcecaster to
qualify assumption and consider the major factors concerning

gales

Howerer placing over rehance on such methods may cause
difficulties and wrong results  In the ulumate apalyss apart from
sehability of the model ormethod used the quality of interpretation
of research wformation 1s of extreme importance

LIMITATIONS OF SALES FORECASTS

‘The forecasts may not {urm ovt to be accurate  There ar¢

several hmitations of sales forecast
{3} Fashion
(13) Absence of sales lstory sn the case o a new product
(335) Growth clements

{10 Psychological Factors
(1) Fashson Introduction of new fashion may distusb the

forceast  Tuture sales depend on the reception by the market g
becomes popular sales will be enarmous off exwise 1t will prove the

FEVerse
{n} Lack of Safes Mistory  For new product there 15 20
past sales history guess worl. proves hioutation to the securacy @

1he forecmst.
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(1) Anticapatory Growth Factors It 15 difficult to mayn-
tain a rapid rate of growth over an extended period of ime  The
market manager must estmate the probable rate of growth
and consider 1t whlst preparing the <ales forecast for his company

(19) Psychological Factors The consumer attitude can
change suddenly from fid to apprehenstveness about the
future A rumour of war could create a forecastic demand for motor
car tyres

CARE FOR SALLS FORECASTING AND PLANNING

Godrej Co, produced soaps of different vaneties for bathing
They used medicated soaps with medical mgredients They
conducted the sales forecast.

Frst of all, the concern looked after therr finances to be utilised

for the purpose The finances being ready, they prepared 2 sample
which was introduced n the market: The medication of the soap
was preferred by the people  The soap served an company s name

The people purchased it Its colour was admired by the people

On the basis of these information sales forecast may be made
easily

+

113 Why 1s planning activity essential to the effective
sales management and in which directions may the activaty
be directed 7

IMPORTANCE OF PLANNING

Plapnimg 15 one of the basic elements of management and has
a prime position 1n as much it 1s the start of any sequence of
m fi Pl also has a prefound effect other
and orp 1 activities Planmng 1s umique
among the clements of management 2s it may warrant no further
action A company may as a result of mvestigation camed out
to formulate plans decide not to pursuc\lhg project further
Implementing the results of planung 1s fundamental to the
functions or organmising motivating and controlling  Plannmo
activity 1s essential to effective sales management and may be
directed in several ways
(#) Planning of product mix
(++) Planming of channels of distribution
(121) Planning of sales force requirements _
{+v) Planning of physical distribution warehousing
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{v) Planning of promotional activitses
(23} Planming of control actiwitses, and
(v13} Planmng of i 17 ang all
In add to the responsibility of pl the op i
needs, the sales management will alse determine objectives of the
orgamsation 10 accordance with the policy of the company

OBJECTIVES

Objectives may be defined as “The recogmsable and predoter
miped goals to which the efforts of the organmsation are directed
Any organtsation must have cleatly defined objectives to which 1t
directs 1ts efforts 3f 1t 15 to avord meantngless progréssion of deas
The statement of an objective 15 2 recogmisation of & purpose and
when applied 1o sales management 5t becomes the ‘raison detre’ of
fonction  Objectives must be clearly stated in wniting and made
known to those who will be ivolved mnsts accomplishment  John
F Mel wntes “Management Philosophy for Professiopal Exe
cutives—Before wntiating any course of action, the objectives @
view must be clearly determmed understood and stated

i 1stres of Ohby

(o) The esseotial ct stic of an oby 15 that it 8

predetermined, a fact which 1solates st from the process of
accomphshing the objective

(b} An objective has to be clearly stated generally 1n witer
form which assists 1 clarfying the objective and commits
personnel to its accomplishment
Objectives should be logical and sttainable, bur they
should serve to encourage the orgamsation to greatel
effort ta ensure thewr accomphishment

Objecuives have four benefits to the orgamisaton recuiting
from their attamnment

1 Direction

2  Motivation

3 Basis for the control

4  Basis for the style of management

THE ROLE OF PLANNING

Having set oby the role of pl g 15 to decide how far
they can be reahse with existing resources A sales manager$
decision to enter a new market, to export to mtroduce a pew pro- ¢

duct will require for existing

{c

<
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(a) Emisting Sales Force,

(®) Manuofacterng Capacity,

(¢) INnancial Resources, and

(@ Advertising or other promotional expenditure

Sales management has a hugh degree of responsibility for
rplanmag whether the objective 1s ly a sales oby or
Fhether 1t 1s production, or financtal obective  Since the revenue
of a company ultimately denves from some forms of sale, the
-volome of sales 1s all important sn judgmg the practicality of the
objective

114 Define the three forecasting areas and describe
“thewr essentzal points

SALES FORECASTING

‘The central problem of forecasting sales aises from the need
to predict consumer actrons 1 buymg goods at particular prices
A simple answer 15 that forecasting can not do this accurately but
1t can by meaps of forecasting techniqies provide an ndication of
results It 1s mmportant to make it clear that while emphass 1s
placed upon the importance of predicting consumer trends, fore
casting 1s equally applicable to goods used by 1ndustry to produce
consumer goods or to make other manufacturer s goods these are
known as producer s goods

The Time Period of the Forecasting Sales management’s
decistons on what can be sold 1o what quantities, where how, and
when have to be quantified 1 terms of time if they are to be of
operational value  One may rephrase the question

During what persed of tune will quantitities of particular
goods be sold in specific areas and at specific costs 2 This will also
aeed to mclude

1 Costs of promotion

2 Costs of sales and

3 Predetermuned prices

Once these answers bave been determined a projection of
costs and income can be made This predicted as a break ever
chart, will be essential for a valid control <ystem  Since all answers
depend upon beiog able 1o predict the quantiy of poods 1o be sold
the first step 1n the process 1s to determme that

The forecast predicts trends m the fnture and the further
nto the fature the forecast can be made the more helpful 1t will
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prove in planning the general and speaific direction of the busimess
The time peniod of the forecast will depend upon the specific needs
of the business

THREE FORECASTING AREAS - -

The purpose of the forecast 18 to predict the futore trends but
't 3ould not be a static period

Compmy
—_——

T T —
TYE PENIOD CYEARY)
(A) Immediate Forecast
(B) Long Term Operational Forecast
(C) Long Term Objective Forecast

Fig 111 Three Forecasting Areas

Forecasts should continually search a héad, and i this they
resemble a radar scanner before a ship (See Fig above) In order of
time they are

{a) Long term objective forecast,

(b) Long term operational forecast, and

(c) Immediate forecast

(a) Long Term Objectave Forecast
‘There are two aspects underlyng the Iong term objective
forecast
(3) It makes no pretensions to accuracy and
(s3) It seeks to 1indicate the general changes which are likely
to occur 1n the future which could have a fundamental effect apon
the company s operations To understand fully the companys

objective 1t 15 y for the pany to cntically and
ly 1ts capabil: P and marketiag knowledge
1In this cnitical analysis the pany’s long term obj f 18

synonymous with 1ts marketing strategy
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Factors which may nfluence a company’s operations are

1 Population Changes,

2 Economic Trends, and

3 Techmical Innovation

The purpose of the long term objective forccast 1s to remmd
the company s executives of the purpose for which they aremn
busmess and 1t should alert them at the earliest moment to forces
which may cause changes to be made to therr declared obiectives

() Long term Operational Forecast

Shortening the time scale to a penod thatis limited by the
ability of executives to act on nformation determines how far ahead
the operational forecast should seen The manner m which industry
bas determined that operational forecasts are longer  Long term
operational forecasts have to be modified from time to time  The
degree of modification will depend to a large extent upon the way
n which the project was mitsally conceived

(6) Short term of Immediate Forécast

The immediate forecast 1s concerned with the period dunng
which executives will be taking decision continually on a day to day
basis The control element will be most effective 1f the objectives
have been clearly and precisely defined even if they have to be
flexible Information for the short term forecast can be obtained
from salesmen s reports which will be of and both n compilng the
forecast and 1 modifymg 1t dunng the duration of the forecast !
period It 1s usual to comsider a period of one year divided 1nto
quarters or months to be the logical length for the pesiod  The
manter 1n which the forecast 1s calculated vares but fou~ systems
are most used

(3} Extrapolation

(1) Economjc Forecasting.

(111) Market Research, and

(sv) Sales Onented Information

(i) Extrapolation It 153 forecasng techmque that 15

simple to use since 1t relies mefely on the projection of past trends
5 1n diagram shead  If a company by examnmng its past sales can
find a yearly mcrease of 10% then 1t can reasonably predict thatthe
next year 1s also hikely to produce a 10% 1crease

Extrapol can be eff and rehable 1o those areas
where changes take place slowly, €9, population growth or aptic-

.
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I8 1978 g0 rreg
Fig 112 Estrapolalion of next year asalesnt 10% pa

pated growth n demand for electnieity  As a technique for forecas-
ting sales it has hustations  Competitive activity 15 unpredictable
as new producis may influence market trends It has also to be
understood that whelly dissumslar products may mfluence each
others sales A revolutionary design 1 electric cockers may
attract consumers to buy them and the money spent might have
been used otherwise on other things Unexpected hazards may also
mfRience sales strkes natural disasters or terpational problems
which may 1aterfere with supphies.

(i) E F, g For the d future
economic forecasting can be a gude to the expectancy of sales. It
can not be more than an ndication of a trend and ha. the senous
disadvantage that economic trends  are difficult to desermine 1o the
short term There ate some areas nevertheless that can gve the
alert safes force an mdication of hikely trends A salesmen selliog
to ths buw'ding trade may be alerted to a downward trend of
1nflation feads to the government to slowdown g-owth and cut back
on caputal progects It follows that the converse will also apply
when the economy begins to recover business wilt grow

(tes) Marke? Research. As arr a1d to forecasting n the short
term market h has to be d d 1y at selected areas.

A firm may use gquestonnaue to extract answers to spectfic
1

questions
(12) Sales Orsented Information The sales force s a valn-

abla ard to forecasting trends in the short term and the nformation
can be kept upto date and revised quickly 1 response to change.
Salesmen are requtred to submut 2 monthly sales report which wall
el formation on actual sales d and this will
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be collected and used for extrapolation In addition they can provide
the following information

(a) What orders do you expect ‘next month

(8) What orders do you anticipate within the following two
months

(c) Informatton on competitive achivity

‘There are advantages to be gaxh:d from using the year as a
petrod for the forecast. Most government reports, statistical surveys
ctc normally extend over months and years The national budget
also uses a year as a base and affects many business decisions

ELEMENTS OF SALES PLANNING
Sales t 5 first responsibility 1s the pl and
control of the physical setling effort, to ensure that company
objectives for sales and profits are met In order to achieve thesc
targets sales management
(5) Directs and controls field selling activities
(13) Determines the channel of distribution that will accord
with customer s needs and organises the physical distn
bution 10 accordance with corapany pohicy, and .
(337) Ensures that these activities are achieved within the
Ttmitatiops of the financial budgets

The Planning Task In any sales organsation the sales force
will be important in accomplishing objectives Whether thesales force
18 predommantly a selling as opposed to a merchandssing operation
will not greatly change sales mapagement s planmng task will also
mclude . -

{3) Selling up practices for sales reportmng

(s8) Determumg  standards  of performance  for sales
personnel 1 !

(t11) Evaluating sales results achieved agamnst planned per-
formance

(sv) Establishing a system of statistical analysisand evaluation
of sales and - '

{v) Establishiig an adi feedback control system to alert
management to any necessary changc m plans to correct
deficiencies

Objectives of Sales Planning
Forecasting endeavours to predict hk;l/ trcnds Planmng 1s
concerned with aoalysing thé forecast ?‘ niterprettng the resalt

1
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& Sales Yorecasting Procedure and Methods
(+) Jury of exccutive opioion method
(1) The sales force camposite opinton method
{s13) The users expectatron method
{3) Statistical method
-7 Limitations of Sales F ‘The sales fi may not
turn out to be accurate on account of
{s) Change in fashions and tasts
(13) Absence of sales history 1n the case of new product
(s11) Growth elements
(1v) Psychological Factors,
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polices are among the most important problems can confront
management today Pnce s always an important consideration
both to the buyer and the seller 1t can often success or disaster to
a firm Prices are an important economuc regulator
In perfect matkets price 18 determined by supply and demand

Perfect competition 'mplies umiformity of price  But umforruty of
price does not necessanly mean the market s perfect  Economists
today refer to our cconomy as one with monopohistic competitzon
which indicate the absence of 2 perfect market

FACTORS THAT INFLUENCE THE PRICE
For conventence the factors that can influence price decreions
may be divided into two groups
1 Internal factors
2 External factors

1 Inoternal Factors Internal factors are well within the
control of the organisation  They are sometimes referred to as built
. factors that affect the price  These factors nclude costs and
objectives  Costs are the most decisive factor i the case of produ-
ction In the past, price fixing was a simpler affair  Just add up al}
costs incurred and divide the final figure by the number of umits
produced Addingnecessary profits with the cost of production would
give the price 1t which the products were to be sold  The defect of
this conception 1s that 1t desregards the external factors particularly
demand and the value placed on goods by the ultimate consumers
Whatever may be the cost of production there is a price at which the
consumer 1s willing to buy Further more finding cost of production
1s not so simple today on account of the various lines of production
as well as the distnibuting overhead costs

Objectives Many companies have established marketing goals
or objectives and pricing contributes its share 1n Achieving such goals
This 18 particulatly trve of large maoufactuning concerns These
goals together may be termed as Pricing Polictes

Prices policies may be divided into -

() Stability in prices

(b) Maintenance o= mcrease of the share of the market

(¢) Meeting or preventing competition

(d) Target rate of return (rate of return on investment or on

net sales)

(¢) Maximsing profits
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2 Externag Factors Externgy factors ape &enerally beyong
the Perfect controf of an Orgamsation but they have 1o ¢ constdered
m dectdmg the prce o 2 producy These factors 'clude demang
Competition the y fluence of distrbution channej, Political copge.
Quences, Tegay aspects et

15 the Consumer himseys Markelmg Tesearch makes 5t Possible fo
understang and determipe the totay demang and also ¢he rate at
whch tiyg demang must be met

Compeunon No single manul‘acturcr 18 free to fix hug price
Wwithont consndenng competition unlesshe bas 5 monopofy In today
Complicateq market it 45 diflicult ¢o determne how fup Competition
Tanges from that of direct Substityeg 0 that o other stems
which May compete Convmxencc £00ds haye 2 wide fange of
competmg Products while quury or spccmh!y 8oods paye compara
tively narrow 8roup of Competstors To avog conpetiyyy o Prices a
firm may decrge that itg Progducts may be sumcmnt!y different from

h

Dntnhutmn Changels Dmnbuuon channels also some
times affe et the price Asa e the €onsumer Loowng only the reasl
°f ultimate Price Bug thep, ¢ middlemen Borking in the chanmel
cf distnibutyop between ghe Manutaciyr, o and the constrer  Fach
one of them h1s 10 be compensated for the Sorvices feadered  This
€ompensaton must ba neludey p the "ltirate price the consumfl'_'
P1s Becapse of theo €osts ¢ S0mctimeg happens that the price ol
2 product becomes 30 high that tf Consumer fejeets 3t
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Legal Restraints  Government interference, buyimg of taxes
are other considerations which also affect the pricing of products

122 What are the basic p g poli 7 Dasti 1

Cost oriented pricing D d oriented g, Competition
oriented pricing

PRICING POLICIES

A manufacturer 18 not really free to adopt his own pricing
policies  Any good pricing policy must be ammed at offering a
reasonable pnice to the consumer, ensuning a fair return on invest-
ment to the manufacturer and providing reasonable price stability
In addition good pnicing policy meet competition and comply with
legal requitements  Such a policy must also have some reasonable
price stability

Correct pricmng snvolves finding the best possible exchange
value for the products The modern manufacturer must not only
know the worth of lis own products but also what competition
offers, what substibutes are available Also he must have and unde--
standing of costs

FUNDAMENTALS WHICH MAY AFFECT
PRICE DECISIONS
Consumer Situation
Utility to the buyer,
Return to the buyer
Comparable and substiiute products
Custom and customary prices
Prestige position of the product and brand
Presence of buying habis and motives
Psychological aspects .
; Csst Consaderations
Cast of production--tistorical
Cost of production—Future,
Volume anticipated
’ BASIC PRICINC POLICIES 4 t
1t 15 quite unfortunate that many firms bave no clear pricing
policies  The following are the basic policies recognised for pricing
1 Cost oncntcdlpncmg péhcy,
2 Demand orented pricing pohicy
3 Competition onented pricing policy
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COST-ORIENTED PRICING POLICY
It 15 also ‘cost plus premg  This pricing method assumes that
no product 1s sold at aloss, since the price covers the full cost
mcurred  Definitely costs furnish 3 good pomt from which the
competstion of pricé could begin  Fixing a tentative price 1s easier
under this method  But the criicism aganst this policy 15 that st

1gnores pletely the infl of petition and market demand
Cost plus pohicies are generally used hy retanl traders and m
manufacturing mdustrnes where the prod s non dard

The method of pticing here 15 based on simple anthmetic addmg
a fixed percentage to the umt cost Thus the retail price of a
particular item might be the manufacturer s cost plus his gross
margin plus the wholesalers gross margin plus the retailer s gross
margin This method 15 known as ‘sum of margin method

Another common method used under cost oriented pricing 15
known as ‘Target Pricing ~ Thus 15 mvanably adopted by manufac~
turers who fix a target returh on its total cost

Manufacturers these days use Break Even Analysss for decid--
g cost plus pricmg One great defect of this pncing policy 15
that 1t ignores the demand factor The break even analysis helfps-
to calculate in advance the hkely relationship between the cost,
volume and profit over various trme periods It has also proved
to be highly useful techmque for the broad planning of manufac
turing facilities

The break even analysis helps a firm to determine at what
level of output the revenues wall equal the costs assuming a certais
sell ng price  For thys purpose the cost of manufacture 1s also
divided 1nto two parts Fixed and vanable costs  Fixed costs {1 €,
Rent Rates Insurance etc) theontically remain constant over all
levels of output Varmable costs (labour and material) vary with
changes 1n output level Fixed costs naturally decreases per unit
when production increases Vanable costs on the other hand
change as production vanes, s ¢ 1o production no vanzble cost.

The oreak cven pomt therefore 1s a pomt where there 15
neither loss nor profit ‘This 1s found out by usmg the followng
equation

Total Fixed Costs
BEP = Tptem of Contribution
Margin of Contnbution==Umt Sellng Price—Unit Vanag;&
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Fig 121 Graphscal Representatwn of Break Kven Analys s

‘X denotes break-even points at various unit sale prices  The
graph shows that at Ps 60 the firra has to sell 3 umits at Rs 70,
2 units at Rs 80, 1 unt ete.

Break even analysis helps to  establish prices only when the
co.ts of production remain reacopably constant  Another trouble
as found 1 ly fo d d at vartous prices

DEMAND ORIENTED PRICING POLICY
As the name suggests under thix method of pricing the
Jemand 1s the prvotal factor Price 15 fixed by simply adjusting 1t to
the market conditrions A high price 15 charged when or where
the demand 1s intense, and a low price 1s charged when the demand

islow  Price desen tion 15 v vally adopted under such market
siuations

COMPLTITION ORIENTEP PRICING POLICY

Most companies set prices after a careful consideration of the
competitive price structure  Deliberate policies may be formulated
to szll above, below or generally m hoe with competition Qe
wmportant feature of thrs method 1s that there can not be any regid
aelation between the price of a product and the firms own cost or
demand  Its own cost of 'demand may change but the firm mamn-
tans ats prices  Conversely the same firm will change its prices

when the compeutors change thesrs, even 1f 1fs own cost or demand
“has not altered

123 Analyse the various kiods of prices charged’by the
firms for thewr products
you recommend
1 Slkummasg pricmg
2. Penetration pricing !

Under what circamstances would
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BASIC KINDS OF PRICING

Adopting the basic prmcl\p]cs of the taree pncing policies
(1 Cost oriented policy 2 Démand orented pricing  policy,.
3 Competition oriented pricmg po\lcy) firmd may choose varous
kinds of pricing for their products  These are discussed below

1 Odd Pricing  The term odd pricing s used 1a two ways
It may be a price erdmgin an odd number or a price just under
a round number Such a pncng 1s adopted generally by the
sellers of speciality or convenience goods Bata shoe company for
example has adopted odd prcing for its shoes at say Rs 49 95,
Rs 5590

There 15 no conclusive evidence that such a pricing would
attract more sales In fact, 1t 1s stemmed but from the ‘psychologt-
cal pricng  There are certain cntical pomts m pricing and a
price Just below that would attract buyers as they would feel
it 15 a marked down price This could alo be graphically
expressed

2
A ar e —=

- ynITS

Fig 122 0dd Pricsng

The graph shows that when price 15 Rs 9 80 the sales umt will
be equal to @; whereas at Rs 10 the unit of sale will be @ Thus
for a difference of Rs 0 20 the increase 1n sale wiil be Q—@;

2 Psychological Pricing The pnce under this method 1s
fixed at a full number The price setters feel that such a price has
an app psychol 1 fi from the wview pomnt of
buyers For example 3t 1s stated that there are certamn cntical
points at prices such as 1, 5and 10 The expeniments conducted
proved that a change in price over a certain range has hittle effect
until some cntical point 18 reached  1f there are a number of such
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centical ponts for a given commodity the demand curve would Jock
Iike the one tn the following diagram

.o

o

—UNITS ot

Fig 12.3 P ychological Pricing

1t 15 differs from the concept of odd priciog in that the curve
does not iy have any posttively inclined  For
example there will be no change 1n the quantity sold when the price
ranges between Rs 5and 6

3 Customary Prices. Such prices are fixed by custom
Sweet manufacturers price therr products i1n such a way thata
particnlar vanety of sweets 1s sold at approximately the same price
Soft drinks are also priced in the same manner  Such 2 pricing 1s
usually adopted by chatn stores

4 Pricing at the Prevarling Prices This kind of priciog
1s undertaken to meet the competition Hence such a pricing 1s
also termed as ‘pricieg at the market  Such a strategy presumes a
market 1nelasticity of demand below the current market price  In
other words, a price above those of the competitors would sharply
bring down sales while a lawer price would not sigmificantly increase
them Obviously such 2 policy 1s aimed at avoiding price competi-
tion and price wars In such tances 1t Is ot p ble to have
any further price reduction

5 Prestige Pricing Many customers judge the quality of
a product by its price Generally prestige pricing 1s applied to
luxary goods where the seller is success{ul 1n  creating a prestige for
his product  The price fixed normally will be i excess of those
asked for nearperfect substitutes  In such cases sales would be less
at low prices than at high prices The merchandise can be priced too
low as well as too high Customers may fear that at the low price
1t can not be of good quality, and wili actually buy more at 2 some-
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what higher price than they would at a lower price*  Prestige
Jpucing 1s graphically expressed as

s

nl o,
w3

Fig 124 Preatig» Priaing

6 Price Laming This policy of pricing 15 usually found
among retalers  Techmenlly 1t 1s closefy related to both psycholo
gical and customary prices  Under this policy the pricing decisions
are made only imtafly and such fixed prices remain cons'ant over
tong penods of time  Any changes 1 the market conditions are met
by adjustments i the quahty of merchandise  In other words, the
decision 13 made with reference to the prices paid for merchandise
tather than the pnces at which 1t v 1lf be sold

7 Geogrphic Praieing  Thus policy of pricing 1s sometimes
used where 2 f: serves a ber  of distnct 1
markets He can adopt different prices i» each area withont
creating 2ny 3! will among the customers  For example petrol s
priced 1o this way depending on the distauce from the storage area
to the retail outlet It is ewident from this example that a price
that 1s quoted without transportation cost may be a different price
than a puce quotation on which the seller agrees to absorb such
There are three methods that selate to the absorption of

costs

distnbution cost in the price
(o) FOB Pnang
() Zone Pncing

{c) Basic Pomt Pricing
FOB (Frec on Board) may be of tao types F OB ongin

and F OB destmation  In the first case the buyer will have to
sncar the cost of transit and mn the fatter the price quoted 15
nclusive of transit charges
1 Quoted mn the asticle “Price Policies and Theory by Edward
¥ Yankns, Jourpal of Marketing Vol 18 Jap 1954,
p 233240
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Zone pricing denotes some amount of equality of prices 1 the
same zone  For nstance, if India 1s divided as South Zone, North
Zone, East Zone and West Zones, a product will be sold m the
‘Sonth Zone at the same price rrespechive of the difference 1o dis
tance between two places nside the zone

Basic pawnt pricing system charges the buyer the transportation
«cost from the basing points to the buyer’s location
8 Duaal Pricang  When a manufacturer sells the same
product at two or more different prices 1t 1s sard to be dual pricing
“This 1s possible only/ of 1 the same market, different brands are
marketed This method should not be confused with the Geogra-
phical pricing  Therefore the same product the prices are different
attwo places The price Aiff s 15 gustified on of
varyng distribution costs, The dual pricing 1s adopted 1n Railways
For the same distance of travel in the same very vehicle, the
services are sold to passengers at different prices under different
classes (Except for a few minor advantages, first class passengers do
oot fgain anything erther 1 speed or in the distance travelled by
them) This 15 also referred to as “discrimpatary pricing *

9 Admnstered Pricsug Thus applies to the practicd of
pricing the products for the market not on the basis of cost compe-
ttive pressures or the laws of supply and demand but partly on the
basis of the policy decisions of the sellers In theory, this would
mean that the seller disregards all other derations except lus
own destre for maxtmsing profits  The administered prices usovally
remain unchanged for substantial persods of time 1In the same
sense every price 1s an admunistered price  The extent the ma. age
ment makes conscious pricing decision of its own it 15 an admims
tered price

10 Mopopoly Pracxng  New product priciag 1s 1n essence
monopbly pricing  Since competition 1s absent, the seller has a
free hand 1n fixing the price  Such pricing will be on the principles
<of ‘what the traffic will bear’ Such a pnce wiil maximse the
profit

11 Skimmung Prices. This 1s also termed as “Skim the
cream pricing’ —(Stanten) It mvolves setting a very high price new
product mitially and to reduce the pnce gradually as competrtors
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enter the market  Itis remarked, “launching & new product withe
highprice 1s an cfficient device for breaking up the market wto
segments that differ in price elasticity of demand * 1
The mutia]l high price serves to skym the cream of the market
that 1s relatively rnsensitive to price  In case of the text books this
method 15 followed by having a high price for the first editson and
fesser prices for subsequent edittons ' When an stem 1s clearly
dificrent and the right price 1s not apparent, this method may be
used This approach to pricing 1s neffect, an expenimental search
for the right prnice &nd it may result in a market determined
price  The method starts with high (skim) pnice and moves the
price downward by steps until the right price 1s reached The 1dea 18
that when 1s unsure about what price to charge, 1t1s advantageous
to begin with too high an mmtial price and more systematically
downwards This procedure 18 thought better than starting the
price expeniment at too low a price and subsequently increasing the
pnce Itis therefore, a self or Iy ad d price
t 12 Penetration Pricing This method 13 just opposite to the
skimming method outlined above The skiming pnice policy 1s most
convement and profitable in the case of new products especially 1o
the imtial years
Penetration pricing on the other band, 13 mtended to help the
product penetrate nto markets to hold a position  This can be
done only by adopting a low price 1n the initial persod ;or tifl such
tume the product 15 finally accepted by the (This method
of pricing 1s most common and Is desirable under the following
conditions
(8) When sales wol of the product 15 yery to
price ; ot
(by When a large volume of sales 1s to be effécted,
(¢) When the product faces a threat from competitors, and
(d) When stability of price 1s required
Ore 1mportant consideration 1n the choice between skimmiog
and penetration price policies 15 fundamentally based on the easc
and the speed with which the competitors can bring out substitutes
products But penetration price polites are usually consldt:[:d
when substitute product 1s marketed Low starting price sacrifices

JE—
vt Joal Dean  ‘Pricing @ New Product , The Controller, vol 23,
No 4 Apri) 1965, pp 163—165
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short run profits for long run profits and, therefore, discourage
potential competitors -

13 Expected Prscing  In this method the price that will be,
accepted by the consumers 35 found out Naturally a fixed price
<cannot be decided before hand and hence price range 19 offered
The response of customers to the price 1s analysed and later a price
as fixed

14 Sealed Bid Pricing This method 1s followed 1a the case
of spectfic Job works  Government contracts are usually awarded
through a system known 23 ‘“Tenders® The expenditure anticipated
18 worked out w detail and the competitors offer ® price ' (known as
contact price)  The munimum price quoted 1s accepted and the
-work 15 awarded to the party

15 Negotiated Pricang  The mefhod invanably adopted by
mdu.trial suppliers Manufacturers who require goods of highly
specralised apd individually designed nature often negotiate and
only then fix the price  In the case of automobiles various p
nents requited for the manufacture are not actually produced by
the compantes marketing the automobiles They find out the
suppliers and entrust them with the work of manufacturing and
supplying various components  This ensures fixed prices, or other-
wise the price of therr final product would also goup Under such
circumstances the prices are negohated and fixed

124 Discass the factors which you would teke inte
acconnt while deciding the price for a newly manufactured
product

PRICING STRATEGY OF NEW PRODUCT

Pricing 2 new product 18 an art. It 1s one of the most puzzhag
_marketing problems faced bya firm Pricing 1s important in two
ways H
(1) It affects the quanaty of the product to be sold
(s») It determines the amount of revenue of a firm
New products when ntroduced appeal to many ds new items.
\But this distinctiveness cteated by novelty 1s only temporary The
price factor which may be 1gnored mitially would become impor-
#ant when the product becomes an ordinary one because of being
«constantly used  Furthermore competitors may also appear ip the
market Therefore, the new products are based to be puced,
especrally wnth a right price  In correct pricing will defingtely load
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to product failure For setttng a prce on a new product, three
gude hines are to be adopted

1 Makig the product accepted,

12 Maintaiming the market,
3 Retamning the profits
There are two options available for pricing a new product >
Skimming and penefration pricimg
Ifa product ss entirely new 1n all respects, skimming method
could be used A strategy of high prices coupled with large pro-
motionsl expendituse m the imtial stages has proved successful 1o 2
;’ number of cases Skimming pricing 15 recommended on account of
J the following reasons
() Imtial sales will be Jess

(3v) Hope to take the cream of the market through high

prices

Gw) As pomted out, people may like to own a new product

even at a hsgher cost
¢ (%) Helps to develop demand as the price 1s gradually
reduced
(v) High sales volume on aecount of higher price

However, 1t shonld be noted that hugh 1pitaal prices may also

prevent quick sales

The second option 15 to adopt penetration pnicing. The
conditions where such a pricing policy would be switable have beep
explamed already (Please sce answer to previous Question)

A comparative analysis of these two pricing systems reveals
that both these methods are not free from drawbacks The difference
between these two methods could be illustrated through the follow
10g example When the electic clock was first introduced,
consumers were reluctant to buy 1t because it was relativeiy low
priced when compared to a quality spring wound clock. Consumers
appareptly felt that a quality clock could not be sold so cheap The
clocks were withdrawn from the market and resntroduced subsequ-
ently at a hugher price that sounded attractive  after they sold more
clocks successfully

.a the case of pew products pricing has to be made with Iittle
knowledge of d d cost and comp The pew product bas

1 Paul and Green “Bayemon Decssson Theory sn Priong:
Strateqy’ , Journal of Marketing, Jan 1965
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also to bear the cost of promotion or creating a market. The initiab
cost therefore, will be definitely greater The cost incurred 1o
construcung a proper channel of distribution may also be accounted
for m pncng AN these factos have to be taken into account 1n
pricing a new product; Thus 1n the proneering stage the marketer
can &ither use price skimmmg or pepetration pricing strategy
Conditions making P Pricing Approg

1  When the new products demand 1s highly price elastic,
even early 1n the market pioncering stage

2 When the marketer can realize substantial manufactunng
and marketing economues 1f, he obtams a large sales
volume (such economies substantially bring down average
total costs)

3,  When thhe marketer expects strong competition very soon
after mtroducing the product, s ¢, when he expects the
products market proneering stage not last long

4 When there 1s Iittle or no elite market for the product
s1e, a market segment made up of buyers who will
probably buy regardless of price

Comp s Likely R
Probably, the mnovating marketer’s swiogle most important
d m ch b price sk and p

pricing 1s the relative ease and speed with which competitors can
launch therr own version of their new products For revolctionary
new products which have large potential markets, penctration
pricmg s useful and appropnate strategy This 1s because the
existence of 2 large potential market is almost certan to attract
many large competitors soon after the mtroduction of the jnnova
tion  Penetration pricing  belps to discourage prospective
competitors by making the market appear less profitable than if
the rnovatmng marketer uses a price skimmung strategy If the
marketer expects that competitors  will need considerable time and
will meet great difficuities 1n auping up with their versions of the
prodict type, then of cours¢, price skimming 1s appropriate
strategy clearly too, if the marketers new product 1s only
slightly disunctive thus his best choice 1s penetrating pricing
at a price cither at or very shightly above of the competitive
substitutes

,
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POINTS AT A GLANCE

1 Price The exchange value of a good or a service 1n terms of
money price and prcing policics are among the most impor-,
tant problems that confront management today -

~

Factors that mfluence price decisions
(a) Internal—Cost of production and objectives of the firm.
(b) External—Demand competition distrybution channels
3 Fendamentals which may affect price decisions
(a) Consumer situa‘ton—Utility to the buyer, return to the
buyer, substitue products, customs buying motives
(®) Cost consideratrons—Histonical  cost, Future cost
Volume anticipated
4 Basic Pricing Policies
(a) Cost Onented,
(b) Demand Oriented and
(¢) Competition Oniented pricing policy

5§ Use of break even point analysis in pricing Break cven
point is a pomnt where there 1s reither 10ss nor profit
Total Fixed Costs
BEP =Margn of Contrubution
Margin of Contributton=Umit Selling Price—Unit Vamable
' costs
6 Various Kiwnds of Pricing J
Qdd Pricing
Psychologtcal Pricing
Customary Prices
Pricing at the Prevaihing
Prestige Pricing
Price Limng
Geographtc Pricing
Dual Pricing ¢
Admmistrated Pricng | '
10 Monopoly Pricing
11 Skimming Pricing f -
12 Penetration Pricing - i
13 Expected Pricing 1t
14 Seated bed Pricing *
15 Negotiated Pricing

VoAU DWW~



Pricing Policses and Pracices
¥ Pricing gy of new prod [¢ ket pi g
pricng two options

(a) Skimming Priciag,
(®) Penetration Pricing

8. Pricing polictes and strategies under d:ifferent situa-
tions
(3) Strategy with competitive siteation
() Strategy under long term monopoly
{139) Strategy under Jasting distinctiveness of the product
{3v) Strategy under perishable distructiveness
(v) Strategy under Iittle dsstinctiveness
9 Use of Breakeven Analysis for price setting










