Rajasthan Institute of Engineering & Technology, Jaipur

University Roll No. ______________                                

First Year MBA.  Semester IV.       I Mid Term Examination, March – 2018
Subject: - MoS                                       SET-A
Time: -2 Hrs.
                                               



[Maximum Marks: -20]
   








[Min. Passing Marks: 08]
Instructions to the Candidates:        

 Attempt any 4 questions from Section A and Section B is Compulsory
Section A

1. Define Emerging Service Environment in India.
Ans: India features prominently in many of our respondents’ plans for the future. More than half of international business leaders surveyed plan to enter or expand their existing operations in the country over the next year. Nearly a fifth of respondents with an emerging market strategy said that India accounts for more than 20% of total capital allocated for the developing world. The infrastructure, consumer products, industrials, technology, media and telecom (TMT), and life-sciences sectors are set to drive India’s growth over the next two years.

Investors are considering India for both their services and manufacturing supply chain. With the services sector forming the backbone of India’s economy, the Indian Government is placing more weight on strengthening the country’s manufacturing ecosystem. Our research shows that global investors are starting to recognize relevant efforts, with the vast majority expecting India to be a leading manufacturing hub by 2020. But for that to happen, the environment must be more enabling and measures on other competitive issues, including currency stability and ease of doing business, must be implemented.

2. Explain the Differences in Goods versus Services 
Ans: Difference between goods and services is based on tangibility. Where goods are tangible in nature, services are mostly intangible. The classic rules which defined services were intangibility, heterogeneity, perishability and variability. However, although the old rules are applicable even today, several new rules have been added to define the difference between goods and services.
The below mentioned 8 points help you in noticing how goods and services differ.

Ownership is not transferred – When buying a service, the service ownership is not transferred to the end customer. If you buy a car then the car is yours. But if you buy a ticket for an airline, then the airline is definitely not yours.

Intangibility – How do you measure service? In a restaurant, the dish can be measured, but the efforts gone in making the same dish by two different chefs cannot be measured from the customer end. Same goes for large service corporates like Accenture and Infosys. The time and effort gone for giving service to the customer is intangible. Both ownership and intangibility are old school differences between goods and services.

Involvement of customer – When comparing the difference between goods and services we have to look at the involvement of customer as well. In services involvement of customers is much more than in products. For example – ATM’s are services wherein customer has to use the machine. The same goes for vending machines as well as for self service restaurants. Today ice cream chains like Hokey pokey and food chain like Subway have more than 50% involvement of customer where the customer gets to decide the ingredients they want in their ice cream / Sub.

Quality – In case of products, mass manufacturing is common. And mass manufacturing means uniformity. However, services involve a lot of manual labour due to which the quality may vary each time. Uniformity in services is a factor which each service owner tries for. For example – The major challenge of food chains like Subway, Pizza hut and dominos is to give the same quality over and over again, whereas in local restaurants the quality of food may vary time to time from the same restaurant.

Evaluation of services is tougher – As quality varies from time to time and the involvement of customer is maximum, evaluation of different services becomes tougher. For example – HDFC has more number of ATM than SBI. Thus we can evaluate that HDFC service is better because they have more reach to the end customer. But how do we evaluate how a barber cuts your hair.

Inventories are absent – Production and consumption of services happens at the same time. This does not mean that the raw material is not present to provide the service. For example in a restaurant, a dish is made only after you order it. The raw material and the chef might be present. But the production does not begin unless and until there is a customer to consume the service.

Time is very important in services – Because inventories are absent in services, and because production and consumption is at the same time, time is a very important difference between goods and services. The keyword here is “delay”. There should be no delay in providing the service. Thus the cab should arrive on time, the food should be prepared by time and the trains should run on time. Because time is important.

Thus the difference between goods and services is based on many different factors. These factors are become more and more acute as the services sector rises in demand.

3. Elucidate Classification of Services.
Ans- Classification of services
Services are intangible in nature and we can classify services on the basis of their operations, level of tangibility, customer employee presence and relationship, and customization or empowerment. Following are the major types of services –

1. Based on Service Operations

2. Based on Level of Tangibility

3. Based on Customer Employee Presence

4. Customization or Empowerment

Classification of Services
1. Based on Service Operations
	1
	Whether the service has a people focus (e.g. banker) or equipment focus (e.g. ATM)

	2
	Extent of customization (e.g., dental services tailored to meet the needs of individual clients)

	3
	Source of value added, i.e., is it front office (e.g., a beautician) or back office (e.g., a bank)?

	4
	Whether the service has a product focus (e.g., a Maruti Car Service Centre) or a process focus (e.g., a higher education course).


We can classify service on the basis of class of service process:

	No.
	class of service process
	Example
	 Volume of customers
	 Characteristics

	1
	Professional
	Accountant
	Low
	• People focus • High contact time • High customization • High level of empowerment • Front office value added

	2
	Service shop
	Bank, hotel
	Medium
	• Process focus • People and equipment focus • Medium contact time • Medium customization • Medium level of empowerment • Front and back office value added

	3
	Mass service
	
	High
	• Process and product focus • Equipment focus • Low contact time • Low customization • Low level of empowerment • Back office value added • Product focus


2. Based on Level of Tangibility

Categorising offerings along the service continuum

· Pure tangible goods
· toothpaste
· Tangible goods accompanied by one or more service
· computer and warranty
· Hybrid offer consists of equal parts of goods and services
· restaurants
· Service with accompanying minor goods
· air travel
· Pure service
· haircut
	 service act
	recipient of the service

	
	Directed at People
	Directed at things /Possessions (services are the entire chain of activities that may take place during the lifetime of the object)



	Tangible actions
	I. Service directed at people’s bodies:

· passenger transportation;

· health care;

· lodging;

· beauty saloons;

· physical therapy;

· fitness centers;

· restaurants;

· haircutting;

· funeral services
	II. Services directed at physical possessions:

· freight transportation;

· repair and maintenance;

· warehousing/storage;

· janitorial services;

· retail distribution;

· laundry and dry cleaning;

· refueling;

· landscaping/lawncare;

· disposal/recycling.

	Intangible actions
	III. Services directed and people’s minds:

· advertizing/PR;

· arts and entertainment;

· broadcasting/cable;

· management consulting;

· education;

· information services;

· concerts;

· psychotherapy;

· religion;

· voice telephone.
	IV. Services directed at intangible assets:

· accounting;

· banking;

· data processing;

· data transmission;

· insurance;

· legal services;

· programming;

· research;

· securities investment;

· software consulting.


3. Based on Customer Employee Presence

If the firm does require direct physical contact, do customers have to visit the facilities of the service organization or will the latter send personnel and equipment to customer’s own sites

	Nature of interaction b/w customer and service organization
	Availability of service outlets

	
	Single site
	Multiple sites

	Customer goes to service organization
	· Theater;

· Barbershop.
	· Bus service;

· Fast-food chain.

	Service organization comes to customer
	· Lawncare service;

· Pest control service;

· Taxi
	· Mail delivery;

· Auto club road service.

	Customer and service organization transact at arm’s length (mail or through Internet)
	· Credit card company;

· Local TV station.
	· Broadcast network;

· Telephone company.


4. basis of Customization or Empowerment

Customization can proceed at least at two dimensions:
· how much the characteristics of the service and its delivery system lend themselves to customization and 

· how much judgment customer-contact personnel are able to exercise in defining the nature of the service received by individual customers.

	Extent to which customer-contact personnel exercise judgment in meeting individual customer needs
	Extent to which service characteristics are customized

	
	High
	Low

	High
	· Legal services;

· Health care/surgery;

· Architectural design;

· Real estate agency;

· Taxi service;

· Beautician;

· Plumber;

· Education (tutorials).
	· Education (large classes);

· Preventive health programs.

	Low
	· Telephone service;

· Hotel services;

· Retail banking (excluding major loans);

· Good restaurant.
	· Public transportation;

· Routine appliance repair;

· Fast-food restaurant;

· Movie theater;

· Spectator sports.


5. basis for demand for the serviced

Empty seats in an airplane or rooms in a hotel are lost forever if unoccupied.

Productive capacity of an auto repair shop is wasted if no one brings a car.

Conversely, when demand for service exceeds supply, the excess business may be lost.

However, demand and supply imbalances are not found in all service situations.

	Extent to which supply is constrained
	Extent of demand fluctuations over time

	
	Wide
	Narrow

	Peak demand can usually be met w/o a major delay
	· Electricity;

· Natural gas;

· Telephone;

· Hospital maternity unit;

· Police and fire emergencies
	· Insurance;

· Legal services;

· Banking;

· Laundry and dry cleaning.

	Peak demand regularly exceeds capacity
	· Accounting and tax preparation;

· Passenger transportation;

· Hotels/motels;

· Restaurants;

· Theaters.
	(Services, similar to those in cell above, but which have insufficient capacity for their base level of business).


Managing demand is the major challenge for many service marketers, especially in people-processing and possession-processing services when opportunities to manage the level of physical capacity (facilities or personnel) are tightly constrained.

6. basis for relationships with the service organization

Continuous relationship or discreet transaction

	Nature of service delivery
	Type of relationship between the service organization and its customers

	
	Membership relationship
	No formal relationship

	Continuous delivery of service
	· Insurance;

· Cable TV subscription;

· College enrollment;

· Banking
	· Radio station;

· Police protection;

· Lighthouse;

· Public highway.

	Discrete transactions
	· Long-distance calls;

· Theater series subscription;

· Travel on commuter ticket;

· Repair under warranty;

· Health treatment for HMO member.
	· Car rental;

· Mail service;

· Toll highway;

· Pay phone;

· Movie theater;

· Public transportation;

· Restaurant.


Advantage of membership relationships is that it knows who its current customers are and, usually, what use they make of the services offered.

Pricing also is “easier” with membership relationship through periodic (monthly) fees.

However, multiple transaction payments may seem more fair.

Continuous delivery is typical only for “public goods”.

Discrete transactions make customers “anonymous” what makes marketing harder, since suppliers are less informed about who their customers are and what use each customer makes of the service.

4. Elucidate the Process of market segmentation.





(3)
Ans: Market segmentation is the process of dividing an entire market up into different customer segments. Targeting or target marketing then entails deciding which potential customer segments the company will focus on

1) Determine the need of the segment 
What are the needs of the customers and how can you group customers based on their needs? You have to think of this in terms of consumption by customers or what would each of your customer like to have.

For example – In a region, there are many normal restaurants but there is no Italian restaurant or there is no fast food chain. So, you came to know the NEED of consumers in that specific region

2) Identifying the segment 
Once you know the need of the customers, you need to identify that “who” will be the customers to choose your product over other offerings. Quite simply, you have to decide which type of segmentation you are going to use in this case. 

3) Which segment is most attractive?
Attractiveness of the firm also depends on the competition available in the segment. If the competition is too much in a given segment, then it does not make sense to take that segment into consideration. In fact, that segment is not attractive at all.

4) Is the segment giving profit 
So, now you have different types of segmentation being analysed for their attractiveness. Which segment do you think will give you the maximum crowd has been decided in the 3rd step. But which of those segments is most profitable is a decision to be taken in the 4th step. This is also one more targeting step in the process of segmentation.

5) Positioning for the segment 
Once you have identified the most profitable segments via the steps of market segmentation, then you need to position your product in the mind of the consumers. I would not dive deep into positioning here as you can read this quick guide to positioning. The basic concept is that the firm needs to place a value on its products.

6) Expanding the segment 
All segments need to be scalable. So, if you have found a segment, that segment should be such that the business is able to expand with the type of segmentation chosen. If the segment is very niche, then the business will run out of its course in due time. Hence the expansion of the segment is the second last step of market segmentation.

7) Incorporating the segmentation into your marketing strategy 
Once you have found a segment which is profitable and expandable, you need to incorporate that segment in your marketing strategy. How do you think McDonalds or KFC became such big chains of fast food? They had a very clear process of segmentation because of which it became easier to find regions to target.

5. What do you mean by planning and branding in service products? 

There is no one definition that actually captures the essence of brand building in its entirety.  Many people think that brand building is all about communicating and exposing your brand. That is just one side of it. The best way we can define it is that it is a process of creating value to consumers.  It encompasses all things that consumers know, feel, and experience about your business in its entirety.

Having defined brand building, we shall now look at 3 popular types of brands and what they stand for.

· Service brand- this brand is built on knowledge, culture, and experience that one has with the service delivering agency/company/people. Think of Geek Squad or Molly Maid.

· Retail brand- this brand is built on a mixture of products and service experience. Think of Chick-fil-a, Kroger, or KFC

· Product brand- is built on the experience that one has with a specific product. Think of Nike, Ford, or Sony.

Having looked at the 3 popular types of brands, we shall now proceed to look at steps involved in brand building.

1.) Define Your Brand

The first stage in brand building is defining your brand. This is a very critical step as it ultimately determines what your brand truly stands for. When defining your business brand, you should create a checklist of its core strengths. Similarly, if you’re defining a personal brand, you should look at the skills and expertise that you possess especially those which stand out. On the same token, you also need to know what your brand stands for and what is important for your brand (brand values). Your values should in one way or another show that you are contributing to environmental, social, and economic well-being of consumers. You may not realize some of these important aspects of brand building immediately, until you look at them objectively.

2.) Differentiate and Position Your Brand
Before embarking on brand building, you have to take time to differentiate it so that you can attract attention and stand out from competitors.  To differentiate your brand, you have to create a unique advantage in the mind of consumers not merely getting attention by brand building colors or logos or other superficial elements. Once you come up with a unique value proposition, you should use a good branding strategy to position your brand in a way that will help consumers see and appreciate the greater value of your brand over competing ones in the market.

3) Build and Expose your Brand
As I indicated earlier, brand building is not a one off thing. Building a unique and powerful personal or business brand takes time and consistency.     To build your personal brand, you have to keep reinforcing your values and skills by taking up new roles and assignments that will give you more exposure.  Alternatively, you can use promotional channels, blogs, forums, and social media (LinkedIn, Twitter and Facebook) to create a voice for your personal or business brand.

When building your brand, you should also endeavor to develop brand personality (what people know, think, and say about you). This is what drives or motivates people to identify with and engage with your brand.  The truth is; if you execute your brand building strategies consistently, then you will easily establish a pattern that will forever be associated with your brand name.

4.) Personalize your Brand
If you want your brand building campaign or brand to be successful, then you have to personalize it. It is important to give your brand an identity. Let consumers see and experience the personality of your brand in its entirety. Look at your brand as something that a consumer wants to identify with pretty much as they would with their favorite cars, cellphones, or computers.

As you engage in brand building, you should also invite customers to be co-creators of brand values so that they can feel that they also own it and relate with it.  Top brands encourage consumer-brand interaction by personalizing products to meet the needs and preferences of consumers.  When you personalize your brand, you give consumers reason to participate and engage with your brand for a lifetime.

5.) Review Your Brand

Your brand is not static; it will go through a range of motions in its lifetime. Depending on your brand strategies, your brand will either grow in strength, or remain dormant, or recede with time. In the brand cycle, new events, changes, and circumstances bring challenges and opportunities to enhance the value of your brand or re-establish it. All these possibilities should give you the impetus to take charge of your brand building activities.

6. Elucidate the role of marketing communication in service product. 

Flowing from this there are five key aspects of communication for the service marketer: 
a. The role of personal selling 

b. The targeting of employees in external communications 

c. The management of expectations 

d. The provision of tangible clues 

e. Word-of-mouth communications 

Target audience: 
The target audience of a communication must be clearly defined and this can be done in a number of ways: 
a. The most traditional method of defining audiences is in terms of social, economic, demographic and geographical characteristics. In this way, audiences are characterized using parameters such as age, sex, social class, area of residence, etc. 

b. Audience can be defined in terms of the level of involvement of potential recipients of the communication. For example, a distinction can be made between those people who are merely aware of the existence of a service, those who are interested in possibly purchasing it and those who wish to purchase the service. 

c. An audience can be identified on the basis of target customer’s usage frequency (for example, regular users of an airline are likely to respond to communications in a way different from occasional users). 

d. Similarly, audiences can differ in the benefits that they seek from a category of service. Railways aim different messages at leisure users who may seek benefits such as meeting distant friends, compared to business users for whom speed and reliability may be of greatest importance. 

e. In the case of services supplied to corporate buyers, audiences can be defined in terms of the type and size of business and its geographical location. More importantly, the key decision makers and influencers must be identified and used in identifying the audience. For example, for many corporate travel services, secretaries can be important in choosing between competing services rather than the actual service user, and therefore be included in a definition of the target audience. 

People differ in their readiness to try new products and a number of attempts have been made to classify the population in terms of their level of risk taking. 

This has led to a classification of markets into the following adopter categories (Figure 7.3): 

a. Innovators 

b. Early adopters 

c. Early majority 

d. Late majority 

e. Laggards 

Branding services-trends: 
a. There is an increasing proliferation of brands within service sectors. Service markets are becoming more competitive. 

b. It has been shows to be up to five times cheaper to retain current customers than to attract new ones. 

c. Product/service life cycles are becoming shorter. NPD/NSD thus assumes a greater importance. The risks of product launches are reduced in the context of umbrella branding. 

d. The service itself may offer no unique tangible benefit – this can be added by development of brand imagery. 

Brand image development: 
Brand rejection occurs when your communications message is not motivating. It may not be motivating to those who are not target consumers. That is not a problem. What is more worrying is when the rejectors are in your target. 

Consumers who are brand indifferent need more motivation. In many cases this arises because the service has not been experienced. Sales promotion techniques aimed at including trial should be considered.

Section B

1. Explain the Services Marketing with the help of real example.
Ans: The promotion of economic activities offered by a business to its clients. Service marketing might include the process of selling telecommunications, health treatment, financial, hospitality, car rental, air travel, and professional services.

2. Elucidate new service development in India.

New service development process is required to accommodate dynamic requirements of customers/ market, to bring service innovations that achieve Competitive advantage leveraging the speed of technological developments 
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Formulation of new service objective /strategy 

•Align service strategy with organization’s overall strategy 

•How customers value new service and how customers evaluate competing services 

Idea Generation 

Gather ideas from customers, employees, customers complaints & feedback, stakeholders and competitors 

Idea screening 

Only viable & promising ideas considering corresponding potential profits are separated & selected from all gathered ideas 

Concept development and testing 

−Service concept, which is the description of benefits, solutions and value which a service is supposed to provide, is developed 

−Concept testing is done to determine potential customer’s response to service concept 

−Test whether new service designed will meet unmet demand 

−Have customers understood the idea of proposed service so that they can evaluate the service on the basis of value & benefits

Business Analysis 

→Economic viability of new service after concept testing 

→Whether there is large enough market & if yes then whether service will be able to generate reasonable profits? 

→Revive projections & cost analysis are done, which is recommended to top management for implementation, if found viable. 

Project Authorization 

Approval of top management 

Allocation of resource for the design of new service and implementation of service delivery system

Service design and Testing 

→Detailed description of service with specific features and characteristics of the service 

→It is also important to analyze and present how new service would be different from competitors 

→The whole set of service features require all the functional areas to work in parallel 

Process and System design and Testing 

−As we know service can be treated as a process and product both. 

−So each service process in new service is fuelled with quality and value 

−Each new service process is design by capturing the following points 1.Whether customer will be in direct contact with service employee or not. 

2.Participation of customers in service production 

3.Degree of customization 

4.Facilitating goods and equipment’s in service delivery 

Personal training 

−Employee selection & training is done regarding serving customers 

Marketing program design and testing 

−Develop and test marketing program for introduction, sales and distribution of new service with potential customers 

Service testing and pilot run 

−Offer service on a limited basis with live testing 

−Determine customer acceptance & information from firsthand knowledge & make necessary refinements in service accordingly 

Test Marketing 

−Investigate the salability of the new service by offering service on a limited basis but larger scale than pilot run

Full Scale Launch 

→Service is offered to entire market 

Post launch review 

−Determine the degree of achievement of the objectives 

−Conduct reviews at regular intervals by taking inputs from customers, employees. 

−Make improvements in the new service as per the changing conditions if any
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Section A
1. Explain Targeting and Positioning in service marketing.
Ans: One of the first principles of Marketing management is segmentation targeting and positioning also known as STP. However, all the three concepts are so parallel to each other that marketers may not understand importance of keeping them separate and the role that each of them play in a marketing strategy.

Lets first look at the process of STP. This in turn will help you understand the role of all three. The first step which takes place in STP is the segmentation part. This is mainly because, before segmentation, the customer base is known as a population. The population is comprised of a group of people, which have no differentiation between them. However, you cannot market to just a group of people because you might be wasting resources. You do not know which strategy to use or how to market.

2. What do understand by Service pricing.

Ans: The good news is you have a great deal of flexibility in how you set your prices. The bad news is there is no surefire, formula-based approach you can pull off the shelf and apply in your business. Pricing services is more difficult than pricing products because you can often pinpoint the cost of making a physical product but it's more subjective to calculate the worth of your counsel, your staff's expertise, and the value of your time. You can, however, use some of the same underlying pricing guidelines to figure out your costs and operating expenses plus your target profit in setting your price for services. 

3. What is marketing communication mix in service industries? 

Ans: The Marketing Communications Mix is the specific mix of advertising, personal selling, sales promotion, public relations, and direct marketing a company uses to pursue its advertising and marketing objectives.

Some depictions of the promotional mix include five elements, while others add a sixth -- event sponsorship.

Advertising

Advertising is often the most prominent element of the communication mix. In fact, marketing and advertising are often misconstrued as the same thing. Advertising includes all messages a business pays to deliver through a medium to reach a targeted audience. Since it involves the majority of paid messages, companies often allocate significant amounts of the marketing budget to the advertising function.

Personal Selling

Personal selling is sometimes integrated with the direct marketing element. However, many companies make such extensive use of a sales force that it is important to consider this component distinctly. Distribution channel suppliers use salespeople to promote products for resale to trade buyers. 

Discounts and Promotions

Sales promotions or discounts are similar to advertising in that they are often promoted through paid communication. However, sales promotions actually involve offering a discounted price to a buyer. 

Public Relations

Public relations is sometimes somewhat similar to advertising in that much of it involves messages communicated through mass media. The major difference is you don't pay for the time or space for the message. A television or newspaper feature story mentioning a business, for instance, isn't paid for and can provide brand exposure. 

Direct Marketing

Direct marketing includes some aspects of both sales promotions and personal selling. It is interactive communication with customers where the company's message seeks or implores a response from targeted customers.

Event Sponsorship

Event sponsorship is the element sometimes left out of the five-element communication mix. Many models include it within advertising.

4. Explain the Targeting and Positioning in service marketing with the help of real example.

Targeting is the choice of a single segment or  group of segments that the organisation wishes to  select.

Companies can evaluate and select market  segment on the basis of:-

· Segment size and growth
· Segment structural attractiveness
· Company objective and resources
Example:- Amazon is a hugely successful global company, and in recent years they have developed an e-reading device that they named the Kindle. Currently, the Kindle’s target market is most likely a lot broader, since e-readers have become incredibly popular in recent years. However, the initial target market for the Kindle was more specific. It included a younger demographic, because potential customers had to have a flair for technology, and be able to find their way around a tablet-like device. Younger generations are more likely to embrace changes and advances in technology, so it would make sense to market a new technology like e-readers to younger people.

Service positioning is the unique identity of a service in a competitive market. A valuable position serves customer needs and stands out from the competition in a way that has meaning to customers. The following are illustrative examples of service positioning.

Convenience- Making things easy for the customer. For example, the delivery service that keeps trying to deliver until they find that you're home.
Capabilities- Unique capabilities such as the consulting service that offers rare and in-demand skills.
Functions & Features- Allowing customers to accomplish goals in a way that competitors can't match. For example, the airline with the most direct flights to Asian cities from Germany.
Customer Service- More friendly and diligent customer service such as the telecom company that is pleasing to do business with.
Variety- Offering more choice such as the streaming media service with the most content.
Quality- A quality-based service position such as the media service with the best original content.
5. Explain the Monetary pricing objectives.
In setting monetary objectives several factors in relation to the overall markingstrategy of the corporation should be considered

Factors in setting pricing objectives Planned market position:

First is the planned market position for the service product .gitlow suggested that the price not only influences the market position but also significantly affects customers perceptual positioning .it is therefore important to keep market /customer position in mind while deciding on pricing strategy

Stage of life cycle:

Secondly ,the stage of the life cycle of the service product is important .for example, at the introductory stage .if there is to competition and the demand is high you may opt for highly price to make maximum ganis in the short– term .however in a similar situation but witlow prices to penetrate market

Competitive situation Thirdly ,you have to study the competitive situation both form the point of inter brand and also from the point of view of the brand which provides the same need satisfaction .for example a private airlines is facing competition from the national airline and other provides faster trains on the same routes during convenient timings .therefore while pricing services, competition should be understood in greater detail and depth

Strategic role:

Lastly you have to see what strategic role the pricing can play in your overall marketing strategy for example a hotel chain might offer a package of low price or discount that in the short run .it might be a losing proposition but in the long run this may give more customer satisfaction and thereby better utilization or services.
6. Explain the concept of pricing and demand.

Demand Based Pricing is a pricing method based on the customer’s demand and the perceived value of the product. In this method the customer’s responsiveness to purchase the product at different prices is compared and then an acceptable price is set.

Some of demand based pricing methods are:

1. Price Skimming – Initial price is set very high so that only the customers with more purchasing power can buy the product. After that the price is reduced gradually so that the price-sensitive customers who were not able to buy the product at first can now buy. Finally the price at which the company can operate in profit is set up. This way a company gets ahead of any competition and by the time other companies can come to the market this company already makes the profit. Electronic products are priced this way.

2. Price Discrimination – Customers are charged differently based on different demand. For example the airline ticket prices increase as the travel date gets closer. Inelastic demand during the end makes the price very high. Another type of price discrimination is when customers in different markets/areas are charged differently for the same product or service.

3. Price Penetration – This is exact opposite to the price skimming. In this method the initial price is kept really low to attract more customers and increase the market share. Discounts, inaugural price, first 100 buyers etc are some of the methods.

Section B 
1. Explain Pricing strategies for services with the help of real example.
Here are some of the various strategies that businesses implement when setting prices on their products and services.

1. Pricing at a Premium

With premium pricing, businesses set costs higher than their competitors. Premium pricing is often most effective in the early days of a product’s life cycle, and ideal for small businesses that sell unique goods.

Because customers need to perceive products as being worth the higher price tag, a business must work hard to create a value perception. Along with creating a high-quality product, owners should ensure their marketing efforts, the product’s packaging and the store’s décor all combine to support the premium price.

2. Pricing for Market Penetration

Penetration strategies aim to attract buyers by offering lower prices on goods and services. While many new companies use this technique to draw attention away from their competition, penetration pricing does tend to result in an initial loss of income for the business.

Over time, however, the increase in awareness can drive profits and help small businesses to stand out from the crowd. In the long run, after sufficiently penetrating a market, companies often wind up raising their prices to better reflect the state of their position within the market.

3. Economy Pricing

Used by a wide range of businesses including generic food suppliers and discount retailers, economy pricing aims to attract the most price-conscious of consumers. With this strategy, businesses minimize the costs associated with marketing and production in order to keep product prices down. As a result, customers can purchase the products they need without frills.

While economy pricing is incredibly effective for large companies like Wal-Mart and Target, the technique can be dangerous for small businesses. Because small businesses lack the sales volume of larger companies, they may struggle to generate a sufficient profit when prices are too low. Still, selectively tailoring discounts to your most loyal customers can be a great way to guarantee their patronage for years to come.

4. Price Skimming

Designed to help businesses maximize sales on new products and services, price skimming involves setting rates high during the introductory phase. The company then lowers prices gradually as competitor goods appear on the market.

One of the benefits of price skimming is that it allows businesses to maximize profits on early adopters before dropping prices to attract more price-sensitive consumers. Not only does price skimming help a small business recoup its development costs, but it also creates an illusion of quality and exclusivity when your item is first introduced to the marketplace.

5. Psychology Pricing

With the economy still limping back to full health, price remains a major concern for American consumers. Psychology pricing refers to techniques that marketers use to encourage customers to respond on emotional levels rather than logical ones.

For example, setting the price of a watch at $199 is proven to attract more consumers than setting it at $200, even though the true difference here is quite small. One explanation for this trend is that consumers tend to put more attention on the first number on a price tag than the last. The goal of psychology pricing is to increase demand by creating an illusion of enhanced value for the consumer.

6. Bundle Pricing

With bundle pricing, small businesses sell multiple products for a lower rate than consumers would face if they purchased each item individually. Not only is bundling goods an effective way of moving unsold items that are taking up space in your facility, but it can also increase the value perception in the eyes of your customers, since you’re essentially giving them something for free.

Bundle pricing is more effective for companies that sell complimentary products. For example, a restaurant can take advantage of bundle pricing by including dessert with every entrée sold on a particular day of the week. Small businesses should keep in mind that the profits they earn on the higher-value items must make up for the losses they take on the lower-value product.

Pricing strategies are important, but it’s also important to not lose sight of the price itself. Here are five things to consider, alongside your strategy, when pricing your products

2. Elucidate implications for communication strategies. 

Successful marketing communication relies on a combination of options called the promotional mix. These options include advertising, sales promotion, public relations, direct marketing, and personal selling. The Internet has also become a powerful tool for reaching certain important audiences. The role each element takes in a marketing communication program relies in part on whether a company employs a push strategy or a pull strategy. A pull strategy relies more on consumer demand than personal selling for the product to travel from the manufacturer to the end user. The demand generated by advertising, public relations, and sales promotion "pulls" the good or service through the channels of distribution. A push strategy, on the other hand, emphasizes personal selling to push the product through these channels. 

Major imlications:-

Customers

The main implication of a marketing strategy is the orientation toward meeting customer needs that results in increased customer satisfaction. Once you have identified your target market and the characteristics of your targeted customers through surveys and market studies, you can focus on strategies to serve your customers better than your competition. Customer impressions of your company improve with this focus, and your image in the marketplace becomes more positive. Such a marketing strategy is designed to gain new customers as you build a more favorable reputation.

Products

A marketing strategy has important implications for product design and promotion. Once you know what your customers want, you have to ensure that the product features meet their needs or change the design to add corresponding features. Instead of convincing customers to buy the product you have, you offer them the product they need and promote the features they want. A marketing strategy focused on offering products that suit your target market promotes innovation and improves product quality. The marketing strategy then specifies that you run ads promoting the innovative nature and high quality of your products.

Performance

With improved customer satisfaction and innovative products of high quality, your company can increase both sales and profitability. Your marketing strategy projects the increased demand based on market studies and allows you to plan production to meet it. At the same time, your marketing strategy identifies the price that members of the target market are willing to pay for the newly revised product. A well-implemented marketing strategy lets you plan for increased production with confidence while reducing costs by eliminating expensive product features that your target market members don't value. The result is improved company performance.

Employees

For employees, an effective marketing strategy implementation means working for a more successful company. Better company performance improves employee morale, and high-quality products result in high levels of commitment to the organization. The customer-orientation of the marketing strategy gives employees increased job satisfaction as they deal with customers who have positive experiences with company products and in customer service. Such an atmosphere is conducive to excellent team spirit and employee cooperation to achieve ambitious company objectives.

