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7.0 OBJECTIVES 

After studying this unit you should be able to 

explain the meaning of product and its essential attributes 

e distinguish between various types of products 

e describe the terms "product mix' and 'product line' and explain product line 
related strategies 

explain the concept of services and characteristics that distinguish them from 
prod~lcts 

e describe the ways in which services can be classified 

e explain the challenges in marketing of services 

e identify the services marketing mix. 

7.1 INTRODUCTION 

In the previous two blocks you have learnt the basic concepts of marketing i.e., 
nature and scope of marketing, marketing environment, marketing information and 



Prodnct Decisions research, buyer behaviour, segmentation, targeting and positioning. When a marketer 
starts his operation, he has to contend with certain environmental forces that tend to 
influence his activities. To match such forces, keeping organisational strengths and 
limitiltiorls in mind, he develops an overall marketing programme called marketing 
mix. The marketing mix is composed of four ele~nenls viz., product, pricing, place and 
promotion. It is also referred to as four 'Ps' of the marketing mix. In this unit you will 
study the first element of tlie inarkeling mix - the product. You will study the meaning 
and essential attributes of a product, types of products, product mix and prodiict Line 
and related stralegies. The unit also explains the concept of service and how services 
are different from goods, the service classification scheme, the chalIenges involved in 
services marketing and the services marketing mix. 

7.2 MEANING OF PRODUCT 

We lake steel sheet, nuts and bolts, a motor, paint, and other accessories, process 
them in a given manner and our effort may result in the form of a washing machine. 
However, when the consumer buys the machine, it is not simply the machine that 
emerged out of the efforts and things that went into it. The consumer buys it beca~ise 
he has a specific want (i.e., solnething to aid in  washing clothes) and the coilsuiner is 
exploring a way to satisfy that want. He  looks for an accepted brand name, a 
warranty, an assured after-sales service, some appealing physical features and ail 
impressive colour. Thus, marketers should recognize that people are not simply 
interested in buying the physical features of the product, but they buy to satisfy their 
wants. For that matler some products which people buy do not have physical feature 
at aIl. Take for instance an income-tax consultant. He sells his advice which does not 
have any physical features. It means, apart from physical products. we must also 
iilclude services within tlie scope of our discussion. 

Thus, a product may be defined in a narrow as well as broad sense. In n narrow 
sense, it is a set of tangible physical a id  chemical altributes in an identifiable and 
reaclily recognizable form. In a broader sense we may loolc at it in the forin of an 
ol~jecl, idea, sewice, person, place, activity, goods, or an organisation. It can even be a 
combination of some of these factors. 

Let us study how 'product' is being defined by various people. According to Philip 
Kotler, n prurduct is liizytking that can he r@er~>cL to n nrarket ,/hi- utterztinn, 
(lcq~tisilion, use or.cons~o77prio~z; it iltcl~~cles plzysic~~l ol?jects, se~vice,  
per.soiznlities, place, organisntion ai7rl ideas. 

Jay Diamond and Gerald Pintel stale that tlle totul product, irl ~rrlditiotz to tlio 
plzysicul pmdcrct, includes guarclntees, instnllatiorl, irzsrr-ircrior~~s Jilr use, 
pnckagirzg, bmrzdiizg rrizd the ~ l , ~ a i l c ~ A i l i ~ ~ ~  of.' service. Tile tor01 pi.o$uct is what 
the custonzer buys, oncl Jiaq~ientl?~ tile Ji-ii7ge c1zarcic.tcristic.s such ~1.s ~ L I L I I Z I I I ~ ~ ~ . ~  

aird s~i.l~iciizfi CII.CJ (1s iilipol.tai1t LZS tlw pAysic~11 ~rocllict itself 

Williani 3.  Slanton defined the term 'product' as ( 1  .wt c?j't~li~giAle niid intangible 
mi-ib11te.s inrluclirrg packaging, co lo~ i~ ;  price, ~ I ~ U I Z L ! ~ U C ~ L I ~ L ' Y  h prl~stige, retnil~rlv 
111-estiye (lnd ~ ~ ~ I ~ L $ L ~ ~ . ~ L I I - P I . ' S  clnd rrtrrilel-'.r services 1v1zlc.h b~iyer rliuy acc.e])t 
r?fer*ir~g snri.sfczcrio~~ of vvrnts or- nrcds. 

As defined by Jerome McCarthy, ( 1  prorl~lc't is i~ior-t~ ~liarz just n pks i ra f  prod~ll'f 
with its r.eLutecl fitncrio~zal urld c~e.stl1etic J 'CLI ILI IPS .  11 irzc.1~~do.s 17C( es.sorie.s, 
insrall~rfion, irlstr~rctioris or, use ,  the p~r~aklrge, pe1.hrrp.s C L  / > I - I Z I L L ~  r~~rilie, wliick 
,firlfi'ls sonirJ p.s?;chological rreetl,s orrd rlze asslilnrlcc tlrcir ser.vice fc~cilities will bc 
rrvizilablc to meet the cr~stoitlerk ileecls c!fter the purcllrrse. 

Accorcliiig to W. Alderson, a prorl~rc~ is a brirzdlr of ~itilitirs consisting of wrious 
proclrrct .featirws rzrld clcconzpnrz~iilg sel- vice.^. 



Schwnrtz defined a product as solnething n fir-n~ markets rhat will sntisfv a 
persn~lcll L I . ~ L I I ~ ~  or ,fill II h~sil less or  conz~?zercial need; unrl includes all the 
periplzeml jiiclor.~ thnt 17wy co~ztribz~te to co~~scrn~er's s~ltl.sfcictiol~. 

From the above definitions it can safely be concluded that the word product, in the 
context of marketing, has a much wider connotation. It is applicable to any offeri~ig to 
a market for possible purchase or use. It encompasses physical objects (e.g., a 
television), services (e.g., airlines), places (e.g.. lourisl resorts), organibations (e.g., 
Red CI-oss), persons (e.g., an athlete) and itleas (e.g., llootl relief aid). It also includes 
supporting services e.g., design, brand, package, label, price, etc. To s i ~ m  L L ~ ,  n 
pmrluc.t is (1 c~on1hinntion of' physicul, ec-o~~onlic, social nrzd psvcl7ologic~ul 
hen c<fit.s. 

Essential Attributes of a Product 

Based on the above definitions, we can list out the essential characteristics of a 
product as follows: 

1 )  Tangible or Intangible: It may be capable of being touched, seen and felt. For 
example, products like a co~nb,  refrigerator ant1 motor cycle are tangible. At tlie 
sume time, a product need not necessarily be tangible. It can be intangible but 

0 msurance, cnpilble of providing a service. For i~istance, repalring, hair-dressin,, ' 

etc. are intangible but provide satisfaction to the customers. 

2) Associated Attributes: A product consists or various product features and 
nccompi~iying services. Thus, a product is comprised of attributes i~icluding 
colour, package, brand name, accessories, installation, instn~clions to use, 
mmuf:lcturer's prestige, retailer's prestige, after sale service, etc. These 
attributes differentiate the products From each other. 

3) Exchange Value: A product must be capzible of being excl~anged between a 
buyer and z1 seller at a mutually acceptance cost. 

4) Satisfaction: It should be capitble of providing,satisf~~ction to the buyel; both 
real and psychnlogical. As i'ar as Lhe sellcr is concer~ied, i t  should provitle the 
much needed business benefit. 

A procluct, theret'ore, cii11 be considered as comprising of tIi1-ee distinct levcls. Al the 
First level is the core product i s . ,  the core henefit which the consumers scck lo buy. 
The second level of the product can be described as tlie actual product. This i~icludes 
the packaging, brand name, features of the product, 111e design, tlie shape, cluulity clc. 
Tlie third level is the augmented product. In addition to the actual product, the 
provider may give additional custome~. services such as afier sales scrvice, warlanly, 
delivery, installation etc. 

Checlc Your Progress A 

1 )  What is a product? 

...................................................................................................................... 
3) State whether the following statements are Tnie or Fz~lse. 

i) A product is always tangible. 

Product Concepts and 
UlassiCication 

ii) A ~ r o d u c t  provides satisfuctio~i to the custonier. 



Product Decisions iii) A product cannot be identified. 

iv) Every product has exchange value. 

7.3 CLASSIFICATION OF PRODUCTS 

You have studied in Unit 5 that, in order to lnarket effectively, the markets are 
segmented and marketing strategies are develbped for each segment. In the same 
way, it is also useful to classify products into homogeneous groups, as different types 
of products require different marketing approach. There are several ways of 
classifying products: 

I ) On the basis of the user status, products may be classified as consumer goods 
and industrial goods. 

2) On the basis of the extent of durability, products may be classified as durable 
goods and non-durable goods. 

3) On the basis of tangibility, products may be classified as tangible goods and non 
tangible goods. These non-tangible goods are referred to as services. 

Consumer f l  

Goods 

Services t> 

Fig, 7.1: Classification of Products 

Look at Figure 7.1 carefully for a detailed classification of products. These 
classifications are necessary for a marketer, as different types of products require 
different marketing strategies. 

Let us now take the following four major types, and analyse their characteristics and 
marketing strategies: 

1 ) Consumer goods 

2) Industrial goods 

3) Durable and Non-durable goods 

4) Services. 

7.3.1 Consumer Goods 

Consrinzer goods are those prod~~cts wlzich are bought by the ho~iseholds or 



r/ltinzafe co~zsunlers ,for personal non-br,rsiness use. Consumers use the product in Product Concepts and I 

the form in which the product is being offered i.e., no further processing is done. For Classification I 
example, a tooth bmsh, a comb, a wrist watch or a moped are all meant for personal I 

use of liouseholds mid are, thus, classified as consumer goods. Consumer goods may 
be classified into three types as : i) convenience goods, ii) shopping goods, and 
iii) speciality goods. Let us discuss these three categories in detail. 

i) Convenience Goods 

A class of co/zsumer goods thut people buy frequently with the least possible 
t i~ze  arld e8hl.t are called 'conveni~nce goods'. These are the products the 
cons~iimers want to purchase frequently, immediately, and with minimuni effort. Milk, 
bread, butter, eggs, soap, newspaper, biscuits, tooth pastes, etc., are some examples 
of convenience goods. This category of goocls has a low unit price, and not greatly 
affected by fad and fashion. They have two significant characteristics : 1) the 
consumer has colnplete knowledge of the products which he wants to buy and 2) tlie 
product is purchased with a minimuni of effort. Convenience goods areusually sold 
by brand name and are low-priced. Many of them such as bread, inilk and edible oil, 
are staple items, and tlie supply must be constantly replenished. In most cases, the 
buyer has already decided to buy a particular brand at a particular store and spends 
little time deliberating about the purchase decision. So convenience goods must be 
readily available when the consumer demand arises. To ensure this, the manufacturer 
must secure wide distribution. 

The consumers rarely visit competing stores to compare prices and quality while 
purchasing convenience goods. The possible gains from such conipa~.isons are 
outweighed by tlie costs of acquiring the additional information. This does not mean, 
however, that tlie consumer remains permanently loyal to one brand or cigarette, or 
soap or biscuit. A consumer is willing to accept any of sevcral brands and thus, will 
buy the brand that is most accessible. Since the price of most convenience goods is 
low, trial purchases of competing brands or products are made with little financial risk, 
and often new habits are developed. 

Retailers usually carry several competing brands of convenience products, and are 
not able to promote any particular brand. Tlierefore, the promotional burden to 
develop colisulner acceplnnce for the products frills on tlie manufaclurer. 

ii) Shopping Goocls . 
Tilest cwcJ (1 class qf corisu~~zc~r goocl .~ that urlJ purchnsed olzly ajicr ihc hiryer 
has sperzt son7e tir~le arlcl @;7rt C O I ~ ~ L I Y ~ ~ Z , ~  price, qirnlity, style, colowr; rtc., of 
~rlt~r/lative prodlrcts in cnrllpeti~rg stares. The purchaser of shopping goods lacks 
colnplete informalion prior to the shopping trip and gathers information during it. For 
inslance, a woman intending to buy a new dress may visit many stores, try on a 
number of dresses, and spend time making the final choice. She may go from store lo 
store in surveying competing offerings and ultimately select the dress that appeals the 
most to her. In addition to women's apparel shopping goods include such items as 
jewelleiy, furniture, appliances, shoes, etc. It is important to place the shopping goods 
in stores located near other stores cairying competing items, as i t  facilitates the 
customers to compare the product. Shopping goods are typically more expensive than 
convenience goods. 

Some shopping goods, such as children's shoes, are considered homogeneous i.e., the 
consumer views them as essentially the same. Others such as furniture and clothing 
are considered heterogeneous i.e., essentially different. Price i s  an important factor in 

, the purchase of homogeneous shopping goods, while quality and style are relatively 
more important in the purchase of heterogeneous goocls. 



Product Decisions iii) Speciality Goods 

A class of consullzer goods with perceived unique charucteristics, suclz that 
colzsunzers are willing to sperzd special effort to buy tlzenz, are known as 
Speciality Goods. The buyer of speciality goods is well aware of what he or she 
wants and is willing to make a special effort to obtain it. The nearest camera dealer 
may be twenty miles away, but the camera enthusiast will go there to inspect and buy 
that camera. To purchase a colour TV a person in a village may require a special trip 
to a nearby city which is several miles away. Still he will go there, spend his time in 
inspecting several brands and finally buy a set of his own choice. Examples of some 
of the speciality goods are photographic equipments, TV sets, video players, mobile 
phones, automobiles, etc. 

Speciality goods possess unique characteristics that cause the buyer to prefer that 
particular brand. For these products the buyer possesses co~nplete infoimation prior 
to the shopping trip and is unwilling to accept substitutes. Speciality goods are 
typically high-priced and are always branded. Since consumers are willing to exert , 
considerable effort to obtain them, fewer retail outlets are needed. Since brand is 
important, the manufacturers of speciality goods adve

r

tise extensively. 

This three-way classificatio of consunzer goods allows the nlnrketing manager 
to gain additto~zal i~zfonnation for ~Zevelopirzg an eflective ~narketiizg strategy 
for the product. For instance, once the new ,feud prorluct has been classified as 
u cnrtveilielzce product, you gain insight about rnurketing strategies in 
br.atzdi~zg, p~onzoting, pricing arzd disti-ibution methods. 

7.3.2 Industrial Goods 
I~zrlrrstrial goods are those goods wlziclz are meant to he bought by tile buyer as 
inputs in prodciction of other products or for rendering some service. The 
product may, thus, undergo further commercial processing. Indcistrial prod~icts are 
nzeant.for. nun-perso~znl and comnzercial use. Industrial goods include items like 
machinery, raw matesials, components, etc. It may be worthwhile clarifying a point 
that the same product may sometimes be classified as a consumer product and as an 
industrial product depending upon the end-use. Take the case of cocoilut oil. When it 
is used by a person as hair oil or cooking oil, it would be treated as a consulner 
product. Howevel; when coconut oil is used in the manufacture of a toilet soap i t  is 
treated as an industrial product. Similarly, take the case of car tyres. When it is used 
by a cat. owner, it becomes a consumer product. The same tyre when used by a car 
manufacturing company, it becomes an industrial product. Thus, inany products can 
be treated as industrial goods as well as consumer goods. However, the industrial 
buyer is cost-conscious and is concerned about the quality and standard of the 
product being offered to him. An industiial buyer is not impulsive and is rational in 
buying effort. Therefore, industrial goods are to be sold in a dtfferent way from 
consumes goods. 

Depending on how the goods enter the production process, industrial goods may be 
classified into following five groups. 

i) Raw Materials 
Raw materials are those indus~rial goods that become part of another physical 
product. Raw materials include goods found in natural state such as minerals, marine 
products, land, products afforests, elc., and agricultural goods like'cotton, fruits, milk, 
eggs, etc. Marketing strategies for the two categories of raw materials are different. 
First group of raw materials are normally bulky and have low unit value. They are 
produced by a few large producers. Second category of raw materials (agriculture 
products) is produced by a large number of sinall producers spread over a large area. 
Most of the second category products are perishable. 



ii) Fabricating Materials and Parts 

This category of industrial goods also becomes actual part of the finished product. 
Unlike raw materials, fabricating materials and parts have already been processed, to 
some extent, but may need further processing before actual use. For example, yam 
being wove11 into cloth and pig iron being converted into steel. 

iii) Installations 

They are manufactured industrial proclucls, e.g., a generator and a large pump set for 
city water supply scheme. They alter the scale of operations in a firm, Normally, 
installations are directly sold to the industrial user and ~niddlemen are not involved. 
Pre-sale and post-sale servicing is required for these products. 

iv) Accessory Equipment 

They are used to aid production operations of an ilidustrial buyer and do not have an 
influence on scale of operations of tlie buyer. They do not form part of the finished 
product. 

v) Operating Supplies 

They are low priced, short-lived items purchased with mininiuln effort and could well 
be tenned as convenience goods of industrial fielcl. They aid in the firm's operations 
without becoming part ofthe end product e.g., lubricating oil, stationery, etc. 

It may be added that the demand for industrial products is derived, inelastic and 
widely fluctuating. 'The buyer is knowledgeable and their number is limited. Because 
of large size of demrlnd, an industrial buyer can influence the market to a large 
extent. 

7.3.3 Durable Goods and Non-Durable Goods 

Tangible products with cl lorzg I@ uurttl lusting ~nrttlrzy yecrrs r! f  active scrvicc~ to 
ohvrzer- a x  trrrnerl as cl~~r~zhlr goo0.s. Television, fan, refrigerator, pressure cooker, 
etc., may be cited as examples of durable goods. A durable product would require a 
lot of personal selling, and pre-sales ancl post-sales service. Such products provide a 
higher margin to seller but require an assu~.ecl after sales guzuantee. Therefore in 
case of refrigerators, the number of years of guarruitee (particularly for tlie 
compressor) is an important consideration when a consumer malces his final selection. 

If a custo~uer purchases a photocopying machine or duplicating machine, it is 
necessary for the salesman to 'follow through' and visit the customer to see how it is 
installed and used. V e ~ y  often this product is operated by persons who may not know 
how to use it. This results in poor duplication and copies look unattractive and the 
customer gets the impression that the fault lies with tlie machine. So, while marketing 
such a product, it is important to guide tlie actual use of the machines. 

Prod~~ct Concepts and 
Classification 

Products vvhic1.l are cot~surncd irz orle go or last a ,few uses rrrzrl get cfe]lleted on 
cotzsurill)tiort are ternzed as norz-di.lrcrb1~ goods. Soap, toot11 paste, cigarette, soft 
drinks, etc., are some examples of lion-durable goods. For example, a bottle of soft 
drink is consumed at once on one occasion within a matter of minutes. Soap obviously 
takes a little longer. However, in both these cases, the goods are consu~ned very fast. 
The advantage of these goods is that they are purchased very often and, therefore, 
there are Inally repeat purchases once the customer is satisfied with one product. 
Therefore, one must ensure quality and appropriateness of price. These are the 
products that have to be advertised heavily, with a view to inducing people to try them 
out, and thus, build up brand preference and brand loyalty. In view of the fact that 
such products are consumed very fast and require frequent purchases, they need to 
be made available in a large number of sales points. 



Product Decisions 7.3.4 Services 

Services are specially mentioned here because it is generally thought that marketing is 
related to products alone. It should be remembered that marketing ideas and practices 
are equally applicable to services with slight adaptations in certain decisional areas. 
Services in content are different from products. Sewices are those separately 
identifiable, essentially intangible activities whiclz provide want satisfaction, 
and wlzich are not tzecessarily tied to the sale of a product or another se'wice. 
For example, courts offer a service. So are hospitals, the fire department, the police 
and the post office. These are not prpducts in the normal sense and yet it is very , 

important for each of these institutions to have an appropriate image. The police are 
often criticized; the fire department generally praised; the post office criticized for 
delays; the hospitals perhaps criticized for negligence and exorbitant rates and so on. 
It is obvious that controlling the quality of service is important for building up its 
image. 

Apart from government or public sector undertakings, there are 'non-profit' 
organisations such as museums and charities. Although non-profit, they also have to 
provide the best form of service for their popularity. The business and commercial 
sectors which include airlines, banks, hotels, and insurance companies, and the 
professionals such as chartered accountants, management consulting firms, medical 
practitioners, etc. also need marketing. We will study services in details in sections 
7.6 to 7.9 of this unit. 

Check Your Progress B 

I )  Distinguish between consumer goods and industrial goods. 

...................................................................................................................... 
2) Distinguish between durable aidnon-durable goods. 

...................................................................................................................... 
3) What is a service? 

...................................................................................................................... 
4) Which one of the following are durable goods and which are non-durable goods? 

i) Television 

ii) Tooth Paste 

iii) Bath Soap 

iv) Refrigerator 

V) Desert Cooler 

vi) Hair Oil 



7.4 PRODUCT MIX 
Product Concepts and 

Clasqifiratinn 

A product mix is the set of all products and items that a particular seller offers for 
sale. It is also termed as product assortment. Product .mix consists of product lines. 
For example, the product mix of ITC consists of product lines like hotels, cigarettes, 
ready-made garments, grocery, and paper. 

A company's product inix consisting of different product lines has a certain width, 
length, depth and consistency. These concepts are illustrated in Figure 7.2 for 
select%d Hindustan Lever Limited (HLL) products: 

i) Product Line: A product line is an expression generally used to describe a group 
of closely related products. A group of products may be referred to as a product line 
either because they cater to the needs of a particular group of buyers, or they 
function in similar manner or they are sold through identical marketing facilities or fall 
within the same price range. The crux of the situation is that such reasoning may be 
consistently used for referring to a product group as a product line. A seller may 
identify a number of product lines to be offered to buyers by keeping in view the 
buyer's considerations, economy of production, distribution, etc. Figure 7.2 shows 
different product lines of HLL viz. personal wash, oral care etc. 

ii) Product Mix Width: This refers to how many different product lines the 
company carries. Figure 7.2 shows aproduct mix width of six lines. 

iii) Product Mix and Product Line Length: The length of the product mix refers 
to the total number of items in the mix. 111 Figure 7.2, i t  is 18. We can also calculate 
the average length of the product line by dividing the length of the product mix (here 
18) by the number of lines (here 6). In this case average length of product line is ( la /  
6) i.e. 3. The length of the product line refers to the total number of product items 
offered i n  a product line. For example, in figure 7,2 the personal wash line has the 
length of seven product items and the oral care line has two product items. A product 
item can be defined as a specific version of a product that has a separate brand name 
or designation in the seller's list. 

iv) Depth: The depth of a procluct mix refers to how Inany variants are offered of 
each product in the line. IS Pears comes i112 sizes (75 gms. and 125 gms.) and four 
formulations (Pears, Pears Oil Control, Pears Germ Shield and Peurs Junior), it has a 
depth of (2x4) i.e. 8. The average depth oWLL product mix can be calculated by 
averaging the number of variants within the brand groups. 

v) Consistency: The consistency of the product mix refers to how closely related 
the various product lines are in terms of end-use, production requirements, distribution 
channels, etc. 

4 
Pruduct-Mix Width + 

Personal wash Oral care Laundry Deodorants Skin care Hair care 

t Lux Pepsodent Surf Excel Axe Fair & Lovely Sunsilk 
Lifebuoy Close-up Rin Rexona Ponds Clinic 

P d u c t -  Lid Wheel 
Line Hammi 
Length Dove 

1 Pears 
Rexona 

Figure 7.2: Product Mix Width and Product Line Length for HLL Products. 



Product Decisions 
7.5 PRODUCT MIX AND PRODUCT LINE STMTEGIES 

Product mix of a seller, while giving expression to its current position, is also an 
indicator of the future. Thus, product mix is not a static position but a highly dynamic 
concept. A company may withdraw a product from its existing mix, if the product is 
not contributing to the profitability and growth of the company. Similarly, a new 
product may also be added to cash on some attractive opportunity that comes its way. 
Thus, the companies always attempt to maintain an optimal product mix with a view 
to maintain a balance between current profitability and future growth and stability. 
Towards this end, a company alters or modifies the existing product line in any of the 
following ways: 

1) Contraction of the Product Line: When a company finds that some of its 
products are no more profitable, it may decide to suspend their production. 
Similarly, changes in the marketing environment inay also necessitate withdraw1 
of a product. A product may also be dropped froin the product line if it is found 
that tlie same resources used for the production of the product can be put to 
more profitable use by producing another product. Decisions relating to these 
aspects are termed as "Co~itmction of tlle Prodwcr Lil~e". Thus, tlzinning out 
the prod~ict 111ix either by elinzirzating an entire line or sinzplifyirig the 
product items within tlie lirze is called contraction o f  product line. This is 
also called Contraction of Production Mix or Product Line Simplification. 
This strategy is adopted mainly to elilninate low-profit products and to get more 
profit from fewer products. 

2) Expansion of Product Mix: To cash on available opportunities, a company . 
decides to expand its present product line. It may also increase the ~lurnber of 
product lines and the depth within a line. Such new lines may be related or 
unrelated to the existing product mix. For example, a company dealing in drugs 
and chemicals may add products in a relatively new area like computers. 

3) Changes in Quality Standards: When the market expectations undergo a 
change, a film may have to react by altering quality standards of the existing 
products. Such changes call be brought about through Trading Up and Trading 
Down. 

i) Trading Up : When we add a higher priced prestige product to the existing 
low-priced product line, it is termed as trading up. This strategy is adopted 
with the hope of increasing the sales volume of the existing low-priced 
products. If conditions so demand in future, the company may increase 
promotional efforts for the new product and thus add overall sales volume 
through the new product, thereby improving profitability of the firm. In this 
manner a conipany known for low-quality products tries to raise its image 
of dealing in high-quality goods on the one hand and offering an alternative 
to buyer to choose from. We often hear such terms as "Jaita Model" and 
"Deluxe Model" and this illustrates the point. 

ii) Trading Down: It is the reverse of trading up. When a firm adds low 
quality products at relatively lower price to its line of high priced prestige 
products, it is termed as trading down strategy. It helps in widening h e  
marketing base and results in expanding overall sales volume. Introduction 
of moped by a company manufacturing motor cycles is a case of trading 
down. 

4) Affecting Change in Modelfstyle of an Existing Product: The desire of the 
consumer varies with varying times. To cope with such change in the consumer 
mood, a company can react by offering new models of a product or changing 
the style of an existing product. 



5 )  Product Differentiation: Under this strategy, a firm tries to differentiate its 
products from the competitor's products or other products within the same 
product line offered by the company by highlighting quality or design. This 
strategy is aimed at avoiding competition on price basis. The competition is then 
met at non-price front and a pricewar is avoided. The firm, thus, promotes 
awareness of the good attributes of the product offering. In view of the fact that 
this strategy involves large pro~notional effort with huge financial outlays, it is 
also known as pro~notional strategy. 

6) Product Positioning: As an integral part of product segmentation, after the 
market is segmented, it becomes necessary to pinpoint the needs of each 
segment and offer products to satisfy the needs of specific segments. This 
process is referred to as product positioning. It includes all activities from 
identification of a market segment to directing marketing effort at it. 

7)  Ncw Product: In view of increasing competition, scientific advancements, 
enhanced consumer expectations, it is necessary that new products are 
introduced. Such introduction is essential for the survival and growth of an 
organisation. The rate of increase in expenditure on Research and Developmen1 
by many organisations is a clear proof of the need and realization to introduce 
new products. 

Check Your Progress C 

1) What is the meaning of product mix? 

...................................................................................................................... 
2)  What is a product line'? 

...................................................................................................................... 
3) Differentiate between trading up and trading down. 

...................................................................................................................... 
4) What is contraction of product mix? 

...................................................................................................................... 
5 )  Distinguish between product item and product line. 

Product Concepts and 
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Product Decisions 6) Match the items in Column A with the items in Column B. 

i) Trading up 

ii) Product line 
a) To avoid competition on price basis 

b) Adding a low priced product to a high 
priced product line 

iii) Contraction of product line c) Group of closely related products 

iv) Product Differentiation d) Adding a high priced product to a low 
priced product line 

V) Trading down e) Suspension of a product item from the 
product line 

7.6 SERVICES - MEANING AND SCOPE 

Let us first understand the meaning of services, how they are different from products 
and the interdependence between product and services. 

7.6.1 What are services? 

It is generally thought that marketing is related to products only. This perception is not 
peculiar to India or developing world only. In fact, till recently services never found a 
place i n  multilateraldiscussions in GA?T(now WTO) or data and information relating 
to services were never included in either international or national publication. It should 
be remembered that marketing concepts and techniques are equally applicable to 
services with relevant adaptations in certain decision areas. As mentioned earlier; 
services are those separately identifiable, essentially intangible activities which 
provide want satisfaction, and which are not necessarily tied to the sale of a product 
or al~other service. For example, l~ospitals, universities, banks, insurance companies, 
transport films, fire departments, police and post office. 

To put it in simple terms, a product is an object, a device, a tangible thing; and n 
service is a deed, a performance, an effort. This captures the essence of the 
difference between products and services. Services are a series of deeds, processes 
and performances; hence tend to be more intangible, personalized, and custom-made 
than products. The services offered b,y,SBI, LIC, IGNOU and MTNL are not 
tangible things that can be touched, seen and felt, but rather are intangible deeds and 
performances. Silnilarly, the core offerings of hospitals, hotels, and utilities comprise 
primarily deeds and actions perfoimed for customers. 

Services are produced not only by service businesses such as those listed above, but 
art: also integral to the offerings of many goods. For example, car manufacturers 
offer warranties and servicing contracts, and industrial equipment producers offer 
inaintenance services. White goods ~nanufachirers provide after-sales services. Even 
producers of items such as medicines and food items offer services to the consumers 
i n  the form of educating them through pamphlets as to how to use and maintain the 
item. These are examples of deeds, processes and performances associated with 
product offerings. 

Co~npatible with broad definitions given above services may include all economic 
activities whose output is 1lot.a physical product, is generally co~lsurned at the time i t  
is produced, and provides added value in forms (such as convenience, amusement, 
timeliness, comfort or health) that are essentially intangible concerns of its first 
purchaser. This definition has been used also to delineate the service sector of the 
economy. 



Details of industries classified within the service sector (as presented by Valarie 
Zeithalnl and Mary Jo Jitner, Services Marketing, McGraw Hill), is discussed below 
for understanding of the broad spectrum of the services sector. 

Transportation and Public Utilities 

0 Transportation (Railroad transportation, Local and inter-urban passenger transit, 
T~ucking and warehousing, Water transporeation, Air transportation, Pipelines 
except rlamral gas, and other Transportation services) 

r Communication (Telephone and telegraph, Radio and television broadcasting) 

Electric gas and sanitary services 

Wholcsale lkadc 

Retail Trade 

Finance, Insurance, and Real Estate 

e Banlting 

r Credit agencies other than banks 

Security ancl com~nociity brokers, and services 

o Real estate 

Holding and other Investment 

Other Services 

b Hotels and other lodging places 

Personal services 

Business services 

Auto repair, services and garages 

r Miscellaneous repair services 

Motion pictures 

Amusenlent and recreation services 

Health services 

Legal services 

Eclucation services 

Social services and membership organisations 

Miscellilneous professional services 

0 Private household services 

Federal Government 

Civilian 

Military 

Product Concepts and 
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Govcrilmcllt Enterprises 

State and Local Government 

Education 

Other services 

Though the above is not a very exhaustive listing, this should give a clear idea as to 
how services encompass a wide range of activities. 



w 

Prnduct Decisinns 7.6.2 Difference between Services and Products 

Based on the above discussion, we can identify four basic characteristics of services, 
that differentiate them from products. They are : (1) intangibility, (2) heterogeneity, 
(3) simultaneous production and consumption, and (4) perishability. Let us discuss 
them in detail. 

Intangibility 

The most basic difference between goods and services is intangibility. Services are 
performances or actions rather than objects. Therefore, they cannot be seen, felt, 
tasted, or touched in the same manner that we can sense tangible goods. The 
absence of tangible features means that it is difficult for the seller to demonstrate or 
display services, and for buyers to sample, test or make a thorough evaluation before 
buying them. For example, health care services are actions (e.g. surgery, diagnosis, 
examination, treatment) performed by doctors and directed towards patients. One 
cannot see or touch these services, although you may be able to see and touch certain 
tangible components of them (e.g. equipment, hospital room). In fact, Inany services 
such as health care are not easy for the consumer to grasp even mentally. Even after 
a diagnosis or surgery has been completed, the patient may not fully comprehend the 
services performed. 

Heterogeneity 

It is often impossible to assure homogeneity and consistency in the service provided 
by a seller, because services are peifonnances rendered by human beings. Hence no 
two services will be precisely alike. The service is performed and delivered by 
employees (people), and people may differ in their performance from day to day or 
even hour to liour. Heterogeneity also results because, no two customers are 
precisely alike; each will have unique demands or experience and requires the service 
in a unique way. For instance, take the case of a restaurant which is a hospitality 
service. One customer may prefer a crisp Masala Dosa with sambar, while another 
may prefer soft Masala Dosa with coconut chutney. The cook has to prepare and 
serve according to their tastes. Thus, the heterogeneity connected with services is 
largely the result of human interaction between employees and customers and all of 
the vagaries that accompany it. 

Simultaneous Production and Consumption 

Most goods are produced first, then sold and consumed while most services are sold 
firsL ancl then prociuced and consumed simul~aneously. For example, an auto~nobile 
may be manufactured in Mu~nbai, shipped to Delhi, sold two months later, and used 
over a period of years. But restaurant services cannot be provided until they have 
been sold and the dining experience is essentially produced and consumed at the 
same time. Similarly, in travel services, the ticket has to be bought first and then the 
travel service has to be availed of. Very often, the customer is present while a service 
is being produced ancl thus the views of the customer are taken into account in the 
production process. For example, in the restaurant when one orders for a cup of 
coffee, he may ask for strong coffee (more coffee, less milk) without sugar. Here the 
customer has influenced the productioi~ process of coffee. Frequently, customers may 
interact with one another during the service production process and thus may effect 
one another's experiences. For example, strangers seated next to each other in an 
airplane may well affect the nature of the services experience for each other. 
Another outcome of simultaneous production and consumption is that service 
producers find themselves playing a roie as part of the product itself and as an 
essential ingredient in the service experience for the consumer. 
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Persihability refers to the fact that services cannot be saved or resold or returned. A 
seat on an airplane or in a restaurant, an hour of a lawyer's time or telephone line 
capacity not used canot be reclaimed and used or resold at a later time. This is in 
contrast to goods that can be stored or resold another day, or even ret~lrned if the 
consumer is unhappy. It is not easy to reset a bad haircut nor is it possible to transfer 
it to another consumer. Perishability makes this an unlikely possibility for inust 
services. 

7.6.3 Interdependence of Products and Services 

Though, the products differ from services in many respects, there are so many 
interlinkages between services and products in several instances. In fact, services 
and products complement each other in many cases. Sales prospects of products that 
are in need of substantial technological support and maintenance will be badly 
affected if proper airangement for service is not made. For this reason, the initial 
contract of sale of a product often includes a service clause. This practice is common 
in the case of many durable goods. In the case of TV s, cars, refrigerators, washing 
machines, etc., manufacturers provide free after sale service for a cerlain period. 
Siinilarly, the sale of computer hardware is critically linked to availability of proper 
servicing and software. Sellers of capital equipment often enter into maintenance 
contracts with buyers. These are some instances of services complementing 
products. Similarly ~~roduc t s  also coinplement services. For example, an airline cannot 
exist without airplanes. Without rooms, furniture and kitchen equipment, ahotel 
cannot provide hospitality service. In the same way, hospitals (health care service) 
cannot provide services without using tangible products such as operatloll insti-unienls, 
testingequiprnent, medicines, hospital buildings, etc. 

There is an increasing recognition of this coinplementary nature of.services and 
products. Manufacturing based industries (such as autoinabiles and computers) are 
recognizing the role of service ill improving the competitiveness oFa product. I11 many 
industries providing quality service is no longer simply an oplion. The quick pace of 
developing technologies makes it difficult to gain strategic co~npetitive advantage 
through physical products alone. Customers not only expect high quality goods, but 
also expect high levels of service along with them. Conipanies are realizing the need 
to focus on service to keep pace with rising customer expectations and to coinl~ete 
effectively. Similarly, various services sectors are depending on quality products to 
inlprove their service quality. Good hospitals use the latest technical and testing 
equipment, hotels provide well f~lr~iishecl rooms, TV channels use the digital 
transmission equipment, banks use the A TM equipment, airlines use inost 
comfortable airplanes, etc. Thus, continuous product improvement and service 
improvement are siinultnneously going on in many sectors. 

Michael Porter in his book, 'The Coinpetitive Advantage of Nations' identified thrce 
distinct links between manul'acturing and services as explained below: 

i) Buyer/supplier Relationship: Many service industries have come *into 
existence through the de-integration of service activities by manufacturing firms. 
An automobile manufacturer may outsource number of service activities 11ke 
transportation, warehousing, marketing research, legal services, education and 
training of its employees, information PI-ocessing etc. Service industries depend a 
lot on manufacturing firins for a significant share of their sales. 

ii) Services Tied to the Sale of Manufactured Goods: Sale of a wide variety 
' 

of manufactureil goods creates deinai~d for associated services. The sale of 
consumer durables require ongoing need for servicing, sale of coml>uters leads 
to demand for training services and after sales services, exports of any . 



Product Decisions inannfactured goods would require sale of insurance, financial services and 
transport services. 

iii) Manufactured Goods Tied to the Sale of Services: This link is reverse of 
the previous one. The sale of certain services leads to demand for manufactured 
goods, for example, sale of engineering or lnallagement co~lsulting from a nation 
can lead to demand for equipment and other associated ~nanufactured goods 
from that nation. Also provision of a service requires a lot of manufactured 
goods. 

7.7 SERVICE CLASSIFICATION 

A large number of classification schemes for services have been developed to 
provide strategic insights in managing them. Utilizing different bases, these schemes 
allow us to understand the nature of the service act, the relationship between seivice 
organization and its customers, the nature of service demand and Lhe attributes of a 
service product. Let us discuss the schemes briefly. 

1) The Nature of the Service Act 

Using the two dimensions of tangibility of the service act and to whom services are 
directed at, Lovelock classified services according to whether services are directed ul 
people or possessions, at minds, physical possessions 01- assets. Table 7.1 will help 
you understand this classification scheme. 

Table 7.1 

Intangible Action 

Nature of the Service Act 

Tangible Action 

2) Relationship between Service Organisation and Customers 

Services Directed At 

Healthcare, Salons, 
Restaurants, Transportation 

Services directed 
at peoples minds 
Education 
Broadcasting . 
Information 
Museums 

In the service sector both institutional and individual customers may enter into 
continuing relationships with service providers w d  opt for receiving services 
continually. Services can therefore be classified on the basis of whether the nature of 
the relationship is continuous or intennittent and whether a consumer needs to get into 
a membership relationship with the service organisation to access and utilize tlie 
service. 

People 

Services directed 
at peoples bodies 

Transportation 
LaundryIDry cleaning 
Lawn care 

Services directed at 
intangible assets 
Banking 
Lcgal Services 
Insurance 
Accounting 

Possession 

Directed at goods, 
Physical possessions 



Table 7.2 : Services and Customer Relationships 

- -  - 

- - - 

Type of Relationship 
I I 

Insurance 
Education 
Banking 

Nature of Delivery 

Police protection 
Public highway 

1 Discrcte 1 Theatre seat subscription I Car rental, Pay telephone 

I I 

Membership Non-Membership 

3) How the Service is Delivered 

I 

Lovelock has used two issues of number of delivery sites (whether single or ~nultiple) 
and the method of delivery to classify services in a 2 x 3 matrix. The i~nplications 
here are that the convenience of receiving the service is the lowest when the 
customer has to come to the service and niust use a single or specific outlets. .As his 
options multiply, the degree of convenience can go on rising, from being able to 
choose desirable sites, to getting access at convenient locations. (Table 7.3) 

Table 7.3: Service Delivery Mocles 

Co~n~iiuter tickets Restaurant 

4. Proportion of Tangibility and Intangibility 

Service Delivery Modes 

Using the characteristic of intangibility of services, Shostack proposed that all goods 
and services can be placed on a tangibility intangibility continuum, with services 
clustering towards low to high intangibility. Accordingly, services call be classified as 
those with a low intangibility content (a fast food restaurant) and apure service, 
having very high intangibility content (education, consultancy, medical advice). 

Nature of Interaction between Customer 
and Organisation 

Custonicr gocs to service organisation 

Servicc orpanisntiun collies to tlic customer 

Customer and orga~iisa[ion tlmisact 
business at anlis length 

5) Service Inputs 

Services based on this criterion have been classified as primarily equipment based or 
primarily people based service depending upon which input is primary applied to get 
service outputs. The equipment based services can be further classified according to 
whether they are f~illy automated, or consist of equipment monitored by unskilled 
persons (lift operators, delivery van personnel) or need the presence of skilled 
personnel to Inan the equipment (quality control, diagnostic services). 

Availabiiity of Outlets 

6) Contact between the Consumer and the Service Provider 

Single site 

Theatre 

Lawn care 
Pest control 

Credit cards 
Local TV station 

Services also differ in the extent of contact that needs to be maintained between the 
Usel and Providel; the marketing implication in this case being the necessity of 
physical presence of the provider as well as need to manage desired quality of 
personnel in case of high contact services. On this basis all services can be classified 

Multiple site 

Bus Scrvice 
Fast Food Chain 

Mail delivery 
E~iicrgency auto rcpair 

Telephone conipany 
Broadcasting 

Product Concepts and 
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I'roduct Decisions as high contact or low contact services, depending upon the time a user needs to 
spend with the service organisation/provider in order to utilizelacquire the service. 
Examples of low contact services are telecommunications, drycleaning and 
broadcasting while high contact services are education, hospitality, theatre 
performance. 

7) Profit and Public vs Private Services 

Service can also be classified on the basis of whether they are primarily directed at 
public at large or primarily at individuals. The public services include utilities and 
infrastructural services like transport and communication. They also include services I 

provided by the state for public welfare like hospitals, educational and vocational 
I 
I 

institution, parks and museulns etc. The private services on the other hand include the 
whole gamut of services designed for and consumed by customers as individuals e.g., 
restaurants, beauty care and medical advice. The ilnplications underlined by this i 

.4 

classification manifest themselves In issues regarding planning and design of service 1 
for public vs. private consumption. Involved here are issues of process, volume and 
distribution of services when they are designed as public services. Services have also 
been classified by Kotler as services designed for profit and non profit services, 
depending upon the marketing objectives to be pursued in the exchange of services. 

7.8 CHALLENGES IN MARKETING OF SERVICES 

The traditional marketing mix is composed of the 4 Ps viz., product price, promotion 
and place (distribution). These elements appear as core decision variables in any 
marketing plan. All these four variables are interrelated, and there is an optional mix 
of the four factors for a given market segment at a given point of time. Though, 
conceptually marketing of services is no different from marketing of products, the 
strategies of the 4 P's, however, require some modifications when applied to services. 

Because of the significant differences between goods and services, marketers of 
services face some distinctive challenges. Such challenges revolve around 
understanding customer needs and expectations, and the efforts to keep pro~nises 
made to customers. The basic differences between products and services, and the 
associated marketing implications, are shown in Table 7.4 

Table 7.4 : Differences between Products and Services, and 
the Associated Marketing Challenges 

Tangi bIe Intangible 

Goocls Services 1 Resulting Marketing Implications 
I 

Production . 
separate from 
consu~llption 

Services cannot be inventoried 
Services cannot be patented 
Services cannot be readily displayed or. 
communicated 
Pricing is difficult 

Sin~ultaneous 
production and 
consulnplion 

Service delivcry and customer satisfaction 
depend on employee actions 
Scrvice quality depends on many 
uncontrollable factors 
There is no sure knowledge that the service 
delivered matcl~es what was planned and 
promoted 

Customers participate in and affect the 
transaction 
Customers affect each other 



Nonperisliable Perishable 

Employees afl'ect the service outcome 
Decentralisation rnay be essential 
Mass production is difl'icult 

It is difficult to synclironize supply and 
demand 
Services cannol hc returned or resold 

- 
Source: Valarie A. Zeithaml and May Jo Bitner.Services Marketing, McCraw Hil1,New York. 

Ilztungibility presents several marketing challenges. As services cannot be 
inventoried, fluctuations in demand are often difficult to manage. For example, there 
may bc very huge demand for hotel accornmodation i n  Shirnla in summer as against 
low demand in winter. Yet, hotel owners have the same number of rooms to sell year- 
round. Services cannot be patented legally. Hence, new service concepts can be 
easily copied by competitors. Since services cannot be readily displayed 01. easily 
cotnmunicated to customers, it may be difficult for consumers to assess the quality of 
a particular service before use. Decisions about what to include in advertising and 
other promotional materials may prove challenging, as is pricing. The actual costs of a 
unit of service are hard to determine and the pricelquality relationship is complex. As 
services are not tangible, it is not possible to provide snrnples and significant physical 
evidence. The physical evidence of services includes all of the tangible 
representations of the service sucli as brochures, letterhead, business cards, report 
formats, and equipment. These physical evidence cues ~x-ovide excellent opport~~nities 
for the film to send consistent and strong messages regarding the organisation's 
purpose, the intended market segment, and the nature of the service. 

The irztc~~igihility of tlie service reduces the marketers' ability to provide samples, 
This makes communicating the service offer iiiuch Inore difficult than communicating 
a product offer. Brochures or catalogues explaining serviccs often must show a 
"proxy" for the service in order to provide the prospective customer with tangible 
clues. A cleaning servicc for instance, can show apicture of an individual removing 
trash or cleaning a window or even a photograph of a clean room. However, the 
picture will not fully succeed in communicating the quality of service. 

As services are /ictc~r-ogc~neoi~s, ensuring consistent service quality is challenging. 
Further, quality clepends on many factors that cannot be F~~lly controlled by the service 
supplier, sucli as the ability of the collsu~ner to articulalc his or her needs, the 
presence (or absence) of otlier customer, and the level of demand for the service etc. 
Because of these complicating factors, n marketcr is often not sure whether the 
service is being delivered as 01-iginally planned and promoted. A11 associated problem 
is that, unlike in the case of products there is no objective yrurclstick to determine the 
quality of a service. Laboratory tests can establish the quality of a product but the 
quality of service is dependent on the perception of the customer. 

Since services often are produced and consumed simultaneously, Inass production is 
difficult, if not impossible. Moreover, i t  is not usually possible to gain significalit 
econolnies of scale through ce~ltralised production. Usually operations need to be 
relatively decentralised so that the service can be delivered directly to the consumer 
in convenient locations. Also because of simultaneous production and consumption, 
the customer is illvolved in and observes the production process thereby affecting 
(positively or negatively) tlie outcome of thc service transaction. Solrie customers call 
cause probleins in the service setting, leading to loweriilg of customer satisfaction. 
For example, in a cinema theatre, one person misbehaving with other audience can 
create negative experience to the entire audience and may become a dissuacling 
factor next time. 

As services are perishable, they cannot be stored for future consumption. Hence, 
demand forecasting and planning for capacity utilisation are challenging decision 
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Product Decisions areas for marketers. The fact that services cannot typically be returned or resold 
implies the necessity for strong recovery strategies when things do go wrong. For 
example, while a bad hair cut cannot be returned, the hairdresser should have 
strategies for recovering the customer's goodwill when such a problem occurs. The 
Iiair dresser may, by refunding the charges collected from the customer, perhaps, 
recover part of the goodwill lost. 

The role of persorzrtcl deserves special consideration in the marketing of services. 
Because the customer interface is intense, proper provisions need to be macle for 
training personnel. Major emphasis must be placed on appearance and behaviour. 
Most of the time, the person delivering the service (rather than the service itself) will 
communicate the spirit, values.and attitudes of service provider. All human actors 
who playa part in service delivery influence the buyer's perceptions and provide cues 
to the customer regarding the nature of the service itself. How these people are 
dressed, their personal appearance, their attitudes and the way they interact with 
customers, all influe~lce the customer's perceptions ofthe service. Therefore, the role 
of service provider or contact person is very important. 

The areas of pricing and financing require.special attention. Because services cannot 
be stored, much greater responsiveness to demand fluctuation must exist and 
therefore, much greater pricing flexibility must be maintained. Hotels offering 
discounts in room tariff during oft'seasons is part of the flexible pricing strategy. The 
intangibility of services also makes financing more difficult. Financial institutions are 
less willing to provide financial support to services than for products. This is because 
of three reasons: (a) the value of services is more difficult to assess, (b) service 
performance is more difficult to monitor, and (c) services are difficult to repossess. 
Therefore, receiving payments may be much more troublesome for a financier in the 
case of services than products. This poses a challenge to the marketer of services in 
procuring finances. 

Usually, shorl and direct channels are required for marketing of services. Closeness 
to the customer is of overriding importance in order to correctly ~ulderstand what the 
customers want, to reach them fast with minimum cost;to monitor the flow and 
utilization of services, and to assist the construct i n  obtaining a truly tailor made 
service. 

7.9 THE SERVICES MARKETING NIIX 

The unique characteristics of services make the traditional 4 P marketing mix seem 
inadequate. Careful management of these 4 Ps - Product, Price, Place and Pro~notion 
rhough essential, are not sufficient for successful marketing of services. Further the 
strategies for the four Ps require some ~nodificatioil while applying to services. 

Since services are produced and consuined siinultaneously, the contact personnel or 
the service delivery personnel become extremely important. It is during these 
encounters of service providers and custoiners i.e. the process - on which a lot 
depends with regards to the final outcome as well as the overall perception of the 
service by the customer. The actual physical surroundiiigs during these encounters 
have also a substantial bearing on the service delivery. All these facts lead to the 
development of an expailded marketing mix with three new P's added'to the 
traditional mix. These are: 

r People All hurnan actors who playa part in service delivery mid 
thus influence the buyer's perceptions; namely, the 
firms's personnel, the customer, and other customers in  
the service environment 



e Physical evidence The environment in which the service is delivered and 
where the firm and customer interact, and any tangible 
components that facilitate performance or 
communication of the service. 

e Process The actual procedures, mechanis~ns and flow of activities 
by which the service is delivered - the service delivery 
and operating system 

Because of the s~multaneous production, delivery and consu~nption of services, the 
nature of marketing departments and marketing functions become quite different as 
compared to goods. The marketing function - all activities which influence the 
preferences of the consumers towards the offerings - is mainly handled by marketing 
departments in case of goods. Here as far as consumers are concerned, ~narketing 
departments (the organisational entity which is responsible for some, but not 
necessarily all marketing activities performed by the firm) can plan and implement 
most of the marlteting activities i.e., the marketing department is able to control 
almost the total marlteting function. In the service sector the situation is entirely 
different. A traditional mnrkcting department in services can only control a minor part 
of the ~nilrlteting function. Usually, it does not have the necessary authority to manage 
the buyer/seller interaction. The marketing department therefore, cannot plan and 
implement activities pertaining to interactive marketing function. 

Therefore the marlteling ti~nction, which is a key fiinction in service sector require a 
special lreatment. The total marketing in services include three different types of 
marketing as shown in Figure 7.3 . 

Company 
(Management) 

111/0rri(~/ M ( ~ t . k e / i ~ ~ g  E.rlcr.rrrt/ Mcrr.kcti~lg 
Eniihling ~ h c  Promise Setting thc Promise 

Providers Cu'slornel.~ 
111 trrncti~~e M(ii.kc/il~g 

'Delivering the Promise 

Figure 7.3 : T h e  Services Marketing Triangle 

As can be seen from the triangle, the traditional marketing rnix and marketing 
departments basically address to 'External Marketing' only. However, all three sides , 
are critical to succesbful services marketing and the triangle can't be supported in the 
absence of anyone of the sides. 

Check Your Progress D 

I .  Identify the cl~aracteristics that make services different from products. 
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Product Decisions 2. Explain the interdependence between products and services. 

...................................................................................................................... 

...................................................................................................................... 
3. List out the elements of expanded marketing mix for services. 

..................................................................................................................... 
4. State whether the following statements are true or false. 

i) Most services are first produced, then sold and consumed 

ii) Healthcare service is an intangible action directed at physical possessions. 

ii) As services are perishable, they cannot be stored for future consumption. 

iv) The people element of services marketing mix refers to the film's 
personnel only. 

v) As per services marketing triangle, marketing of services includes three 
different types of marketing. 

7.10 LETUSSUMUP 

A product is any offering to the inarket for possible purchase or use. It encompasses 
physical objects, services, places, organisations, persons and ideas. Essential 
attributes of a product include tangibility or intangibility, associated with some 
attributes f& being identified and accepted, should have exchange value and should 
provide satisfaction. 

Products may be classified in many ways. Based on the user status, products can be 
classified as Consumer goods and industrial goods. The goods which are bought by 
the households or ultimate consumers for their non-business personal consumption are 
called consumer goods. Consumer goods may be further classified as convenience 
goods, shopping goods and speciality goods. Industrial goods are those products which 
are meant to be used by the buyers as inputs in production of other products. They 
can be classified into raw materials, fabricating materials and parts, installations, 
accessory equipment, and operating supplies. 

We can also categorise tangible products into durable and non-durable depending 
upon the period during which a product is used by a cons,umer. Services are those 
separately identifiable, intangible activities which provide want satisfaction, and which 
are necessarily tied to the sale of a product or another service. 

A product line is an expression generally used to describe a group of closely related 
products. Product mix refers to all the products offered by a firm and has different 
components, viz. width, length, depth and consistency. Product line strategies are: I ) 
contraction of product line, 2) expansion of product line, 3) changes in quality 
standards, 4) changes in model and style of an existing product, 5) product 
differentiation, 6) product positioning, and 7) new products. 

The term service is rather general in concept and includes a wide variety of services. 
Services are essentially performances. Marketing of services needs a different 

26 treatment because of the unique characteristics of services that distinguish them from 



l~roducts. These characteristics are intangibility, heterogeneity, inseparatability and Product Concepts and 

perishability. Due to these characteristics services marketing includes three additional Classificatio~l 

marketing mix elements viz. People, Physical Evidence and Process. 

Consumer Goods: Products bought by individuals or households for their personal 
lionbusiness use. 

Contraction of Product Line: Dropping a product from the product line. 

Convenience Goods: A class of consumer goods that people buy frequently with 
the least possible time and effort. 

Durable Goods: Tangible products with a long life and lasting many years of active 
service to owners. 

Fabricating Materials and, Parts: A category of induslrial goods that have received 
some processing and will undergo further processing as they become a part of 
another product. 

Industrial Goods: Products bought by individuals or iilstitutions for use in the 
production of other goods or for rendering some service. 

Installation: Manufactured industrial products that directly affect the scale of 
operation of an industrial user. 

Non-durable Goods: Tangible products that are coi~sumed in one go or last a few 
uses aiid get depleted on consumptio~~. 

People: All human actors who playa part in service delivery and thus influence the 
buyer's perceptions; namely, the firm's personnel, the customer, aiid other customers 
in the service enviroi~ment, 

Physical Evidence: The enviro~lment in which the service is delivered and where 
the firm and customer interact, and any tangible components that facilitate 
performance or communicalion of the service. 

Process: The actual procedures, mechanisms and flow of activities by which the 
service is delivered - the service delivery and operating system. 

Product: A set of tangible and intangible attributes including packaging, colour, price, 
manufacturer's and retailer's services which buyer may accept as offering 
satisfaction of wants or needs. 

Product Item: An individual product offered by a seller. 

Product Line: Refers to'a group of closely related products offered by a particular 
seller. 

Product Mix: Refers to all the products offered by a particular seller. 

Raw Materials: A class of industrial goods that have not been processed in any way 
and that will become part of another product. 

Services: Esse~~tially ii~tangible and separately identifiable activities which provide 
want satisfaction, and which are not necessarily tied to the sale of a product or 
another service. 

Shopping Goods: A class of consumer goods that are purchased only after the 
buyer has spent some time and effort comparing price, quality, style, colour, etc. of 
alternative products in competing stores. 

Speciality Goods: A class of consumer goods with perceived unique characteristics 
such that consumers are willing to spend special effort to buy them. 



Product Decisions 
7.12 ANSWERS TO CHECKYOUR PROGRESS 

A .  2 i) False ii) True iii) False iv) True 

B . 4 i) Durable ii) Non-durable iii) Non-durable iv) Durable 

v) Durable vi) Non-durable 

D. 4 i) False ii) False iii) True iv) False v) T ~ u e  1 

INAL QUESTIONS ! 

I 
1) What is a product? Explain the three distinct levels of a product. i 
2) Distinguish between consumer goods and industrial goods giving suitable 

examples. 

3) Taking any organisation you are familiar with as an'example, explain the terms 
product item, product line and product mix. 

4)  What do y.ou understand by the term service? How do services differ from I 

products? 

5 )  Explain the different classification schemes for services giving suitable 
examples. 

6)  Briefly discuss the expanded services marketing mix and the services marketing 
triangle. 



- 
UNIT 8 PRODUCT DEVELOPMENT AND 

PRODUCT LIFE CYCLE 

Sturucture 

8.0 0b.jectives 

8.1 Introduction 

8.2 Product Innovation - Meaning, Types and Importance 

8.3 Product Development Process 

8.3.1 Idea Generation 
8.3.2 Idea Screening 

8.3.3 Conccpt Development 

8.3.4 Business Analysis 
8.3.5 E~igineering Development and Marketing Strategy Development 
8.3.6 Test Marketing 

8.3.7 Comrncrcialisation 

8.4 Characteristics of Product Developlnent 

8.5 Why New Products Fail? 

8.6 Product Life Cycle (PLC) 

8.7 Implications of PLC on Marketing Strategies 

8.8 Let Us Sum Up 

8.9 Key Words 

8.10 Answers to Check Your Progress 

8.1 1 Terruinal Questions 

8.0 OBJECTIVES 

After studying this unit, you should be able to: 

understand the meaning, types and i1nl)ortance of product innovation 

visualize the step-by-step process involved in product development 

draw lessons for the success of a firm jn product development exercise. 

anitlyse and evaluate the possible factors contributing to failure of new products 

undexstand the concept of product life cycle and its implications, at different 
stages, on marketing strategies 

8.1 INTRODUCTION 

The rate at which "new" products are introduced in the market, has, in recent years, 
accelerated and simultaneously "old" products are disappearing from the market very 
fast. Why is i t  happening? Why should co~npanies spend resources on introducing so 
called "new" products with such high frequency? What are the risks involved in 
product development? How do the co~npanies decide that the time has come for 
introducing "new" products? Is any scientific process involved in developing a "new" 
product? This unit seeks to address these issues. 


