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STUDY GUIDE 7


MARKETING

INTRODUCTION

Why would you spend $100 for a pair of tattered jeans when you could buy two perfectly tailored ones for half the price? Why do advertisements exhibit the faces and bodies of pretty women to sell items ranging from sport cars to alcohol? Why are companies that produce tobacco and liquor so interested in sponsoring sporting events, even though their products are more harmful than useful to sportsmen and sportswomen? The answers to all these questions are contained in the principles and fundamentals of Marketing.

In Study Guide 7, you will examine the things that businesses do to encourage consumers to purchase their products ahead of all others.   You will be introduced to the principles of marketing and be exposed to marketing activities, including the thinking behind planning, production, pricing and distribution of products. On completion of this section, you should understand consumer behavior and develop the ability to analyse the marketing strategies employed by various types of business organizations.


GENERAL OBJECTIVES

On completion of this Study Guide, you should:

  1. understand the principles, philosophies and strategies used by firms to market their products;


  2. develop the ability to evaluate the marketing strategies employed by different business organizations.


SPECIFIC OBJECTIVES

You should be able to:

  1. distinguish between the terms market and marketing;


  2. identify marketing activities;

  3. describe the “marketing mix”;

  4. explain the concept of market research;

  5. outline the reasons for conducting market research;

  6. describe the factors that influence consumer behaviour;

  7. identify main types of market structures;

  8. explain how price is determined;

  9. identify forms of packaging and presentation of goods;

  10. explain the concept of copyright;

  11. explain the term “patent”;

  12. describe methods of promoting sales;

  13. identify the techniques of selling;

  14. explain the various terms of sales;

  15. list the functions of consumer organizations;

  16. identify the links in the chain of distribution;

  17. identify methods of retailing;

  18. list the various forms of transport;

  19. explain the importance of transport in marketing;

  20. distinguish among the methods used for transporting specific goods;

  21. identify the problems likely to be encountered in distribution;

  22. outline measures to mitigate problems in distribution.



CONTENT


• The Marketing Concept

• Market Research and Consumers’ Behaviour

• Pricing

• Promotion

• Product (Packaging, copyright, patent)

• Distribution – ‘Place’

• Selling and Consumerism









THE MARKETING CONCEPT

The market is defined as any situation in which the buyer and seller interact in order to exchange goods

or services.   The marketing concept is a process that involves many elements and techniques that work together in getting the goods and services to the consumers.   It consists of buyers, sellers, goods or services, markets, price and the exchange process.

The buyer is the person creating the demand and requiring the goods.   The seller is the person supplying the goods. The good or service is the commodity to be exchanged. The price is the agreed money value one is willing to accept or pay for the goods. The exchange process is the passing over of the commodity or service from the seller to the buyer.   It is a situation in which a transaction occurs. Now, let us identify the features in the transaction below.

Mark Toppin wanted a CD player. He went to Singh’s Electrical Ltd where he had seen on display a range of CD players.   He chose one valued at $1,500.00.   He left with the CD player after paying the proprietor the money stated.

In the example above, Mark Toppin was the buyer, because he created the demand, Singh Electrical Ltd, the seller, the supplier or original owner, the commodity exchanged was the CD player and the price was $1,500.00, the agreed value that Singh Electrical Ltd is willing and capable to sell the item. The example, therefore, represents a market situation since all the features are present, that is, the buyer, the seller, the commodity, the price and the exchange process.

The Institute of Marketing defines marketing as the management process responsible for identifying, anticipating and satisfying consumers’ requirements profitably. Marketing focuses on the satisfying of consumers’ demands.   Therefore, it first identifies what the consumer wants, that is, the estimates of the probable demand (market research) and then designs the product.   The pricing of the product follows this.   The next stage is making the customer aware that the product exists and where it can be obtained.


Waterman and Ramsingh (1999) define marketing as getting the right kind of goods and services to the correct consumer, at the right time and price, in the most efficient and profitable manner possible.

Marketing Activities


There are many different marketing activities.   We will examine the main ones in the topics below.

Marketing activities include:


  1. market research;
  2. branding;
  3. packaging;
  4. pricing;
  5. public Relations;
  6. sales Promotion;
  7. advertising;
  8. selling;
  9. distribution.
Features of Marketing

Marketing is a management process.   The process includes four elements of the marketing mix, namely, product, price, promotion and place.   Marketing aims at satisfying customers’ needs while making a profit.   Marketing places emphasis on the customers rather than on the products.   It involves identifying needs and wants of the client.

Differentiating between a market and marketing

The table below explains the difference

between “The Market” and “Marketing”.


  |Market                                                               |Marketing                                                               |
|- a situation that brings buyers and sellers together                 |- a management process that identifies and anticipates customers'       |
|                                                                     |needs.                                                                 |
|-   exchange of goods/services                                         |-   goods and services designed to fulfil a need.                       |
|-   satisfaction of wants/needs                                       |-   satisfaction of human needs/wants                                   |
|-   may be a place where buyers and sellers meet                       |                                                                       |



(Activity 7.1)

Examine the case below and answer the question that follows.

John James stopped a bus, bought a ticket for $2.00 and was driven to the city.

a) Does the above constitute a market situation? (b) Give reasons to support your answer.


|Feedback                                                                                                                                     |
|                                                                                                                                             |
|Yes, a market situation exists.                                                                                                               |
|                                                                                                                                             |
|The reason is all the features of a market situations are present:                                                                           |
|                                                                                                                                             |
|A transaction took place since there was an exchange of cash for the provision of a service (transporting John James to the city).           |
|The commodity was the service provided                                                                                                       |
|The buyer was John James                                                                                                                     |
|The seller was the bus company                                                                                                               |
|The commodity had a value.                                                                                                                   |

Now that you are able to define a market and also state the features of market situations, we shall move on to the different types of markets.

Types of Markets

  1. Consumer markets

      Consumer markets provide goods that satisfy our basic needs for food, clothing, shelter, transport, entertainment, health and durable goods.

|                                                                                                                                 |
|Examples of Products on Consumer Markets                                                                                         |
|                                                                                                                                 |
|The Haymare Tree Electronic Shop – supplies all electronic items                                                                 |
|The Jamaican Public Transport Service – supplies transport services                                                             |
|The Clothes Shop – supplies clothes                                                                                             |

  2. Commodity Markets

      Commodity markets are usually found in developed cities like in New York and London.   These markets deal with extremely large quantities of agricultural produce and raw material. Large buyers or sellers meet to set prices.   Sometimes these prices are set before the products are reaped or processed.   It is for this reason that the market is also referred to as the future market, however, when there is an immediate exchange of goods it is referred to as the “spot market”.

|                                                                                                                                 |
|Examples of Products on Commodity Markets                                                                                         |
|                                                                                                                                 |
|Agricultural products (bananas and coffee), oil, bauxite or nickel.                                                               |

  3. Money Market

      The money market includes numerous financial institutions engaged in short term lending.   The duration of the loan should be less than three (3) years.


    |                                                                                                                                 |
|Examples of Products on the Money Market                                                                                         |
|                                                                                                                                 |
|Loans from commercial banks, credit unions, discount houses and hire purchase companies.                                         |




  4. Capital market

      The capital market includes those financial institutions involved in long-term lending to acquire capital goods.

|                                                             

                                                                  |
|Examples of Products on Capital Markets                                                                                         |
|                                                                                                                                 |
|The stock exchange, insurance companies, investment trusts, pension funds, finance houses, merchant banks or the agricultural   |
|banks.                                                                                                                           |


  5. Foreign Exchange market


    This market engages in the sale and purchase of international currencies


  |                                                                                                                                 |
|Examples of Products on the Foreign Exchange Market                                                                               |
|                                                                                                                                 |
|The trading of EC dollar for the Jamaican dollar or the Guyanese dollar for the US dollar.                                       |
|                                                                                                                                 |
|The trading price of currencies is usually quoted in the newspapers or on the display boards in financial institutions such as   |
|banks.                                                                                                                           |
|These quotations change daily because they usually depend on the demand and supply for the commodities.                           |



  6. Labour market

      This market describes those willing and available to work (labour supply) and those employers who demand their skills, for example, the market for engineers or teachers or medical personnel.   It is the market for skills and expertise.

MAIN TYPES OF MARKET STRUCTURES

Markets can have different characteristics or be arranged in different ways.   The degree of competition among the businesses in a particular market varies.   The term ‘Market Structure’ is used to describe the competitive forces within a market. ‘Competition’ occurs when different parties or elements strive against each other to be the better or more dominant element, similar to a contest.   Private sector businesses are usually in competition with each other, and the amount or extent of the competition indicates the type of market structure.

    Perfect competition       Imperfect Competition

There is no competition The competition can be very
weak or very strong

Let us investigate the different types of market structures.

Perfect Competition

This is a theoretical market structure and does not exist in the real

world.   Those who study the economic systems of the world use this structure in comparing the real structures.

Perfect competition or perfect markets exists when the market for a particular product or service has certain characteristics.   This market has:

  1. a large number of buyers and sellers, none of whom can influence price on their own;

  2. a homogeneous or undifferentiated product (all the products are perfectly identical);

  3. buyers and sellers who have perfect or complete knowledge about prices and locations of all resources and other buyers and sellers;
  4. perfect freedom of entry into, and exit from the market (all who wish to buy or sell this product or service are free to do so without any restrictions or barriers);

  5. businesses that are identical in every respect;

  6. no need for advertising or branding, since none of the sellers can influence the price.

In reality, markets for different products and services are ‘imperfect’, that is, there is some amount of competition.   The amount of competition might be strong, average, or very limited.

Characteristics of the Imperfect Market

In these markets buyers and sellers do not possess perfect knowledge about prices charged elsewhere, and prices will vary.   The goods and services that are offered for sale are NOT homogeneous but have differentiating qualities.   There are large firms that can influence supply and price and there is advertising, branding and sales promotion that can influence consumer behaviour.   Imperfect market structures include monopolistic competition, monopoly, duopoly, oligopoly and cartels.

Monopoly

This is a market in which there is only one supplier.   In some countries there is only one supplier of a particular utility, such as piped water.

There are different forms of monopoly.   These include a natural monopoly, where a business may own all the required natural resources, or a legal monopoly, where a government gives one organization the exclusive right to produce a particular good.   A monopoly can be a firm that has sufficient control over a market, instead of total control.   With such great control over a market, it is difficult for other firms to compete.

There are three features that characterize a monopoly market.

  1. The firm is motivated by profits.
  2. It stands alone with barriers to prevent new firms from entering the industry (barriers to entry).
  3. The actions of the monopolist affect the market price of its output.   It is not a price-taker.




Advantages of Monopoly


  1. Businesses take advantage of large-scale economies of production.
  2. Profits can be used to improve technology.
  3. It can help to stabilize the economy as a result of standardized production and price policies.
  4. Wasteful and harmful competition is eliminated.


Disadvantages of Monopoly


  1. Monopoly leads to restriction of output and

high prices.
  2. The absence of competition limits or fails to encourage entrepreneurship.
  3. Consumers’ freedom of choice is restricted.

Monopolistic (imperfect) competition


This is a market that has very strong competition.   There are many firms producing goods or services that are similar, but which may have a few features that are different.   This difference might simply be a brand name, or a difference in the design or packaging.   Businesses use some of their resources for heavy advertising and sales promotion in order to influence consumers and build loyalty for their products.

Each seller can create their unique brand.   As the sole supplier of that brand, they will face competition from the other firms that produce similar products, but they enjoy a partial monopoly for their unique brand.   Those that have a strong consumer loyalty for their brand can charge very high prices.




Duopoly


This exists when there are only two sellers of a good or service in a market.


Oligopoly


This exists only where there are a few producers of the good in the market.


Cartel


A Cartel is an association or group of producers who join together and agree to regulate prices, by restricting out-put and competition.   An example of an international cartel is the Organization of Petroleum Exporting Countries (OPEC).

|(Activity 7.2)                                                                                                                             |
|                                                                                                                                           |
|Identify the market structure that exists in each of the situations below.                                                                 |
|                                                                                                                                           |
|On Tonili Island there is only one business that provides piped water to all the homes and to the other businesses.                         |
|                                                                                                                                           |
|There are only two banks that operate on Tonili Island.                                                                                     |
|                                                                                                                                           |
|All the businesses that mine bauxite on the island have joined forces and will only sell specific quantities and at a particular price.     |
|                                                                                                                                           |
|There are many garment manufacturers on the island.   They all produce shirts that have very similar designs.   The main difference is the   |
|brand 

name.   These shirts are sold everywhere.                                                                                             |

|Feedback                                                                                                                                   |
|                                                                                                                                           |
|1. Monopoly;   2. Duopoly;   3. Cartel; 4. Monopolistic Competition.                                                                         |









Marketing Mix

Let us take a closer look at the different marketing activities.   Market Research is a major activity and we will examine it in greater detail in our next topic.   The other activities are divided into other major categories.   We will now briefly examine four of these major areas which are referred to as the ‘Marketing Mix’, or the ‘4 Ps’ of Marketing.   These four areas are important because a business must combine them when designing an effective plan of action or strategy to accomplish its marketing goals.   This strategy should be a mixture of the four elements shown below.

  1. Pricing
  2. Product
  3. Promotion
  4. Place (Distribution)

  [pic]
|(Activity 7.3)                                                                                                                             |
|                                                                                                                                           |
|Complete the following by writing the appropriate words in the empty spaces to complete this definition of ‘Marketing Mix’.                 |
|                                                                                                                                           |
|The ‘Marketing Mix’ is the c---------- of tools from f--- main areas when creating the marketing s------- of a business.   These four main   |
|areas are P------, P----, P---- and Promotion.                                                                                             |






  |Feedback                                                                                                                                   |
|                                                                                                                                           |
|The ‘Marketing Mix’ is the combination of tools from four main areas when creating the marketing strategy of a business.   These four main   |
|areas are Product, Price, Place and Promotion.                                                                                             |


Product

This identifies the good(s) or service(s) that should be produced, for example, sports cars, biscuits, track shoes, or flowers. It also considers the quantity that should be made, for whom the goods or services should

be made and the design and specification of the products.   A product research can be done to assist in the product development.

Pricing

The price is the monetary value of the good or service.   It is usually calculated based on what the customer is willing and capable of paying for the product and the firm’s willingness to sell in order to make a reasonable profit on the investment.   Arriving at the exact value can be challenging but there are various methods that can be used to set the price.   Waterman and Ramsingh (1999) lists the methods as cost-plus pricing, break-even analysis and target profit pricing, penetration pricing and predatory pricing.

Promotion

The methods the firm would use to make consumers become aware of the product.   This may be done through branding, advertising, sales promotion, personal selling and after sale service.   All of these terms will be explained in later sections of the Study Guide.

Place

This is the pattern of distribution that the firm uses to get its product to the consumer. This will be further explored in later sections of the Study Guide.


|(Activity 7.4)                                                                                                                             |
|                                                                                                                                           |
|Complete the following sentences.                                                                                                           |
|                                                                                                                                           |
|The ______________________ is the item to be manufactured.   At this stage one considers the   ___________ to be made and the ___________     |
|required for the product.                                                                                                                   |
|                                                                                                                                           |
|The ____________   is the _________________   ______________ customers are willing to pay for the item.   The firm must also be willing to     |
|___________ at that __________ so that a   _____________ can be made.                                                                       |
|                                                                                                                                           |
|___________________ is the method of making the product __________ to be public.                                                           |
|                                                                                                                                           |
|This is done through _________________,   _________   __________, and ____________   _____________.                 

                        |
|                                                                                                                                           |
|5. _______________ is the system of _______________ to get the _____________ to the consumer.                                               |






  |Feedback                                                                                                                                   |
|                                                                                                                                           |
|The product is the item to be manufactured.   At this stage one considers the quantity to be made and the specifications required for the   |
|product.                                                                                                                                   |
|                                                                                                                                           |
|The price is the monetary value customers are willing to pay for the item.   The firm must also be willing to sell at that price so that a   |
|profit can be made.                                                                                                                         |
|                                                                                                                                           |
|Promotion is the method of making the product known to be public.                                                                           |
|                                                                                                                                           |
|This is done through advertising, sales promotions, and personal selling.                                                                   |
|                                                                                                                                           |
|Place is the system of distribution to get the commodity to the consumer.                                                                   |





  MARKET RESEARCH AND CONSUMER BEHAVIOUR

INTRODUCTION


After the conceptualisation of an idea a firm should conduct a Market Research.   This is done in order to gather information, to reduce risk, monitor changes in consumers taste, or to discover competitors.


Marketing research is the systematic gathering, recording and analysing of data about problems relating to a specific marketing situation. The marketing research procedure is outlined below.

Reasons for conducting Market Research

The purpose of market research is to identify consumer tastes and consumer behaviour, and also how the competition operates.

By obtaining information on the persons who buy the product, how often, and their reasons for buying it, the firm 

can make better decisions about the product.   Information about the competition will also be important in helping the business to design, price, promote and distribute the product.   This information includes the number of established and future competitors, respective market shares, financial strengths and production capabilities.

Marketing Research Procedure




  1. Identifying the marketing problem, for example, to investigate the consumer reaction to the new fragrance added to the bath soap






  2. Selecting source/methods of gathering data, for example, primary or secondary



  3. Methods of collecting the data, for example, questionnaires, interviews, surveys






  4. Analysing the data, for example, looking for relationships or probable cause and effect




  5. Presenting the data, for example, use of charts and graphs




  6. Stating conclusion


  7. Making recommendations


|(Activity 7.5)                                                                                                                             |
|                                                                                                                                           |
|Research Procedure                                                                                                                         |
|                                                                                                                                           |
|State the following marketing research steps in the diagram below.                                                                         |
|                                                                                                                                           |
|                                                                                                                                           |
|                                                                                                                                           |
|                                                                                                                                           |
|                                                                                                                                           |
|                                                                                                                                           |
|                                                                                                                                           |
|                                                                                                                                           |
|                                                                                                                                       

    |
|                                                                                                                                           |
|                                                                                                                                           |
|                                                                                                                                           |
|                                                                                                                                           |
|                                                                                                                                           |
|                                                                                                                                           |
|                                                                                                                                           |
|                                                                                                                                           |




|Feedback                                                                                                                                   |
|                                                                                                                                           |
|Identify the market problem 2. Selecting the method of gathering data                                                                       |
|Collecting the data   4. Analysing the data                                                                                                 |
|5. Presenting data             6. Stating Conclusion                                                                                       |
|7. Making Recommendations                                                                                                                   |



















TYPES OF MARKET RESEARCH


There are many different types of market research from which a firm may choose. These are as follows:


Consumer Research


      These usually focus on ascertaining the target market or determining the level of consumer satisfaction in terms of quantity and quality of the product.   Firms want to find out to whom the firm should be selling, in what quantity would the consumer demand the product and what is the estimated life span of the product.   At this stage, one obtains information on the specification and design of the product.


Product Research


      This is usually done to determine the consumer's reaction to product changes.

|                                                                                                                                 |
|Example of Product Research                                               

                                                      |
|                                                                                                                                 |
|The introduction of a new fragrance or a change in the quantity or quality of the product.   The reaction to these changes must   |
|be known.                                                                                                                       |




Packaging Research


      This is done to determine consumers' reaction to the packaging of product.

|                                                                                                                                 |
|Example of Packaging Research                                                                                                   |
|                                                                                                                                 |
|Used to determine if the colour appeals to the target market. Colourful packaging is very attractive to young children.   It also|
|gives information on storage, contents and a description of the product.   The company’s logo can be placed on the packaging and |
|also contact numbers of the company, for example, toll free telephone or fax number or an e-mail address.                       |



Sales Research


      This is aimed at obtaining information relating to the size of the target market, the age, gender, income and geographic location of the firm.   This research is important since a sales revenue figure is predicted.


Advertising Research


      This is usually done to measure the effectiveness of the advertising campaign, that is, if the sales volume increases after an advertising campaign, for example, research to determine if the sales volume increased after an advertising campaign.



      Economic Research


      This is done to measure the changes in economic conditions, for example, the effects of economic growth, inflation, recession, fiscal and monetary policies and unemployment on the product sales and profitability.


Distribution Research


      This is done to determine the most effective method of delivery of goods or services to the final consumer and the level of after-sales service that the firm is capable or prepared to give.   In other words, should the firm use an agent, wholesaler or retailer?

          |









































CONSUMERS’ BEHAVIOUR

Let us turn our attention to the factors below that affect the behaviour of the consumers.

  1. Price


      Where the quantity, quality and the specification or ingredients are the same for a product and
      the price varies, the cheaper brand would usually be selected over the more expensive brand.

  2. Price of substitutes

      A substitute is a product that 

can be used instead of another.   For example, some consumers can use margarine in the place of butter, and so we say that margarine is a substitute for butter.   If the price of a substitute is different from the price of the product, the cheaper option would usually be selected.


  3. Quality

      A consumer may sometimes ignore price or other factors if he wants a high quality product.   He might pay a high price for this product.


  4. Taste

      Peoples’ tastes differ and, therefore, the marketers must be aware of the various preferences. For example, a firm may be producing different brands of detergents to cater for the needs of its
      clientele.   One brand may contain a fragrance and the other may contain additional granular components to “make the whites' whiter”.

  5. Tradition


      The customs and culture of the people also influence the buying patterns of the population. For example, in Jamaica there exists a longstanding tradition to cook rice with peas and thus an international chain store was forced to include rice and peas in their offerings to the public in order to enter the market.

  6. Income (affordability)


      One's income affects one's ability to purchase. For example, the highly priced Sport Utility Vehicles (SUVs) and certain types of motor vehicles can only be purchased by highly paid salaried
      workers and entrepreneurs while persons with smaller incomes would have to be content with more affordable and lower priced vehicles.




  7. Spending patterns


      Some consumers form spending habits or spending patterns.   This may include their favourite store, a routine shopping list, as well as a particular day of the week.   Market researchers will try to identify this spending pattern so that they may influence consumers.   For example, if housewives in the community prefer to purchase baked products on a Friday, then the shelves will be fully stocked every Friday instead of on Tuesdays.


  8. Brand loyalty


      Marketers try to build loyalty to their products because once customers have tried and are satisfied with a particular brand, it is difficult to persuade them to switch to another brand. For example, one may have a particular preference of a certain brand of motor vehicles, let’s say Toyota, then one would continue to purchase this make of vehicle throughout one’s lifetime.


  9. Choice


      In certain industries, for example, toothpaste or bath soaps, consumers have a wide selection from which to choose.   Producers must, therefore, devise strategies to keep their clients.




  PRICING


INTRODUCTION

A price represents a measure of value for the customer.   For the business it usually represents a profit objective.   Many different factors will influence the pricing decision of a firm and a business must carefully choose the right price.   In this section we will first examine how

market forces can determine the price of a product.   These market forces are referred to as demand and supply and they are the combined actions of all the buyers and sellers in the market.   We will also take a brief look at pricing strategies.

Demand and Supply

A firm may be either a ‘price-maker’ or a ‘price-taker’.

When we describe a business as being a price-maker it means that the business has control over the price and can set its own price.   A monopoly is a price-maker.

When we describe a business as being a price-taker it means that a business must use the price that exists in the market.   It cannot, or chooses not to exert any control over the market price.   It is the market forces of supply and demand that will set the price.

Let us examine how supply and demand can determine the price of a product.

Supply is the willingness and ability of producers to supply products at a particular price during a particular time period.

Demand is the willingness and ability of the consumer to buy a product at a particular price during a particular time period.
When the firm is a price-taker, price is determined when Supply = Demand.   This is referred to as an equilibrium point.


Factors Affecting Individual Demand


  1. the price of a commodity;
  2. the utility derived from the product by the consumer;
  3. the substitutes available and comparative prices;
  4. the consumers’ income;
  5. the consumers’ taste and habits.


Factors affecting general demand


  1. age pattern;
  2. governmental influences;
  3. communities wealth;
  4. communities habits.

|(Activity   7.6)                                                                                                                             |
|                                                                                                                                           |
|Use separate sheets of paper and work along with us.   Duplicate the following tables and graphs.   You will need two tables and three       |
|graphs.                                                                                                                                     |


MARKET DEMAND SCHEDULES AND CURVES


The Movement of Demand

With other things being equal more goods will be demanded by consumers at a lower price than at a higher price.   This can be illustrated in two ways:

  a) A demand schedule

      This is a table showing the quantities of a good demanded at varying prices.   From this information the demand curve can be drawn.


      The table below is a Market Demand Schedule with sets of imaginary demand schedule- quantities of goods demanded per unit of time at different prices.

|DEMAND SCHEDULE                                                                                                                   |
|                                                             

                                                                    |
|Price Per Unit                                                                                                                   |
|No. of Units Demanded Per Week                                                                                                   |
|                                                                                                                                 |
|$                                                                                                                                 |
|                                                                                                                                 |
|                                                                                                                                 |
|1.00                                                                                                                             |
|4000                                                                                                                             |
|                                                                                                                                 |
|2.00                                                                                                                             |
|3000                                                                                                                             |
|                                                                                                                                 |
|3.00                                                                                                                             |
|2200                                                                                                                             |
|                                                                                                                                 |
|4.00                                                                                                                             |
|1700                                                                                                                             |
|                                                                                                                                 |
|5.00                                                                                                                             |
|1300                                                                                                                             |
|                                                                                                                                 |


Make a note of the following points:

  1. the schedule is made up of individual

schedules;

  2. the schedule indicates that as prices rise, less of the good is demanded. (See laws of Supply and Demand below.)

  b) The form of a Demand Curve: This is a graphical representation of a schedule listing the quantities of a commodity a consumer is willing to buy at different prices.   This schedule is drawn upon the assumption that other economic factors remain the same between the consideration of one price and another.   Some such factors are income, price, substitute and consumer preference.

It is possible to represent the information in the Demand Schedule in the form of a graph as is shown below.
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Figure 1:   Demand Curve


Construction of graph in Figure 1 is as follows:

  1. Two axis (X and Y)
      They are drawn at right angles to each other.
      The horizontal axis is known as the X-axis.
      The vertical axis is known as the Y-axis.

  2. The distance along the X-axis from the point at which the axis intersects (point 0) represents the total quantity demanded per week in 000’s.   Distance up the Y-axis represents the price.

  3. To plot a point indicating price per unit = $1, demand = 4000 move up the Y axis to the point at $1, then from that point on a part parallel to the X axis until you reach point A which is directly above 4 on the X axis indicating 4000.

  4. Repeat for each price and corresponding quantity demanded.

  5. The points are joined together to form a curve. (NB. Where a point is joined and the result is a straight line it is still referred to as a curve).




Examination of Figure 1


  1. The curve in figure 1 shows that the quantity demanded increases with a fall in price.
  2. The curve falls to the right (the usual path of a demand curve).
  3. The curve represents the total quantities which consumers will demand at a given price per unit of time.





PRINCIPLE OF SUPPLY



Supply


The quantities of a good or service which sellers desire to sell at a given price.


Factors affecting supply


  1. fluctuations in the market price of a commodity;
  2. changes in techniques of production;
  3. changes in cost of production;
  4. changes in sources of supply of raw material and their prices;
  5. taxation;
  6. natural disaster;
  7. competition.


The Market Supply Schedules and Curves



The Movement of Supply


With other things being equal, a rise in price will tend to increase supply and a fall in price will reduce supply.   Below is an illustration in a supply schedule.


|MARKET SUPPLY SCHEDULE                                                                                                                     |
|                                                                                                             

                              |
|Price Per Unit                                                                                                                             |
|No. of units offered for sale per week                                                                                                     |
|                                                                                                                                           |
|$                                                                                                                                           |
|                                                                                                                                           |
|                                                                                                                                           |
|1.00                                                                                                                                       |
|1900                                                                                                                                       |
|                                                                                                                                           |
|2.00                                                                                                                                       |
|3000                                                                                                                                       |
|                                                                                                                                           |
|3.00                                                                                                                                       |
|3800                                                                                                                                       |
|                                                                                                                                           |
|4.00                                                                                                                                       |
|4400                                                                                                                                       |
|                                                                                                                                           |
|5.00                                                                                                                                       |
|4800                                                                                                                                       |
|                                                       

                                                                                    |


Make note of the following points.

  1. The schedule is made up of individual supply schedule.

  2. The schedule shows that as price increases suppliers will offer a larger amount, and as price falls they will offer a smaller amount.

The information given in the Market Schedule Curve above is represented graphically in Figure 2 below.
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Figure 2:   Supply Curve



Examination of Figure 2


  1. The graph represents the quantities offered for sale by firms at a given time at a particular price.
  2. The curve slopes upwards from left to right (the usual path of a supply curve).
  3. The curve indicates that the higher the price the greater the quantity the suppliers will put on the market.

  4. The presentation of data on the graph is based on the assumption that other things remain equal.






Equilibrium Market Price


The point of equilibrium is the point at which supply meets demand.   In other words, these two forces are equal.   The actions of all economic agents are mutually consistent.





Below is Figure 3, a graph with a combination of the demand and supply curves illustrated in Figures 1 and 2.
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Figure 3:   Equilibrium Price

Note the following points:

  1. The equilibrium point is E as it intersects the supply and demand curves.

  2. At the equilibrium point 3000 units are supplied.   So the market price represented on the vertical axis by OP is $2 per unit.





Changes in Supply and Demand
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Figure 4:   Increase in supply and decrease in demand.



In this case the supply curve shifts to the right and the demand curve shifts to the left. The new curves (S1 and D1) intersect at point M1, which indicates a new equilibrium and a lower market price.
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Figure 5:   Increase in demand and decrease in supply.

In this case the demand curve shifts to the right and the supply curve shifts to the left.   The new equilibrium point M indicates a higher market price.





THE LAWS OF DEMAND AND SUPPLY


Five general laws may be stated:

  1. The lower the price of a commodity, the greater the quantity demanded.
  2. The higher the price of a commodity, the greater the amount supplied.
  3. Equilibrium price is established

where the quantities demanded and supplied are equal.
  4. An increased demand will result in an increase in price.
  5. An increased supply will result in a fall in price.


Limitations of the Laws


The five laws above express tendencies only and must be read subject to condition of “other things” being equal!


Fixed Costs


These are the expenses that do not alter in relation to change in demand and output (in the short term).   They must be paid whether the business trades or not, for example, rent, depreciation and interest charges.


Variable Costs


This is a cost that varies with output such as raw materials, components, piece rate labour and energy used in production.   These are costs that should double if output doubles.   Hence, variable costs are costs that rise in proportion to output.

|(Activity 7.7)                                                                                                                             |
|                                                                                                                                           |
|Use the following information and determine the equilibrium price for Product W.   You must create a graph that shows the demand and supply |
|curve intersecting.                                                                                                                         |
|                                                                                                                                           |
|Price $                                                                                                                                     |
|Quantity Demanded (units)                                                                                                                   |
|Quantity Supplied (units)                                                                                                                   |
|                                                                                                                                           |
|10                                                                                                                                         |
|10,000                                                                                                                                     |
|2,000                                                                                                                                       |
|                                                                                                                                           |
|20                                                                                                                                         |
|9,000                                                                                                   

                                    |
|3,000                                                                                                                                       |
|                                                                                                                                           |
|30                                                                                                                                         |
|5,000                                                                                                                                       |
|5,000                                                                                                                                       |
|                                                                                                                                           |
|40                                                                                                                                         |
|3,000                                                                                                                                       |
|8,000                                                                                                                                       |
|                                                                                                                                           |
|50                                                                                                                                         |
|1,000                                                                                                                                       |
|12,000                                                                                                                                     |
|                                                                                                                                           |


Feedback
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Equilibrium Point for Product W is shown as ‘E’, where equilibrium price is $30 and equilibrium quantity is 5000 units.













PRICING STRATEGIES

There is still some amount of flexibility in pricing even when the firm is a price-taker.   The firm can adopt one of the following pricing strategies.

Cost-plus or cost-based pricing

The price is based on the unit cost of production plus a mark-up.   The cost of production is made up of the fixed costs (FC) and variable costs (VC). The costs incurred whether there is production or not are fixed costs, for example, rent, interest on bank loans.   These are

also referred to as overheads.


Variable costs are the costs that change with volume of production itself, for example, raw materials and salaries. The mark-up is the percentage placed on the unit cost that will give the investor a reasonable amount of profit.

The Cost-plus or cost-based method of pricing is determined as follows:

Cost-plus or cost-based method   =   Unit cost of production + mark-up

=   Total Cost of production     +   mark-up
Total output
=   Total FC + Total VC   + mark-up
    Total Output
=   Unit Cost   + mark-up

Example:   Total cost of 100 dresses is $1,500.00.   Mark- up is estimated at 20% of unit cost, the price of a dress using the cost-plus method will be

=   $1,500.00   + mark-up
          100


  =   $150.00 + (20% of $150.00)


  =   $150.00 +   $30.00


  =   $180.00


Penetration Pricing

The initial introductory price is set lower than the existing market price in order to lure consumers to the product.   The price eventually increases as it gains in popularity.

Predatory Pricing

This is a pricing strategy whose aim is to get rid of unwanted competition.   The price set is much lower than that of the competitor.   The price keeps dropping until the competitor(s) is out of the market.








  PROMOTIONS


INTRODUCTION

We can now examine the different strategies used by firms to promote their products. Strategies used to promote sales and to build the firms image are advertising, sales promotion, personal selling and public relations techniques.

Forms of Advertising

Advertising can be informative, persuasive, comparative or be a reminder that a product is available on the market.

  1. Informative

      This type of advertisement gives factual information about a product.   It informs potential customers about the benefits and where the product can be found.


  |                                                                                                                                 |
|Example of Informative Advertising                                                                                               |
|                                                                                                                                 |
|Some advertisements dealing with medication usually inform potential customers about the main differences or content of their     |
|product.                                                                                                                         |
|Or                                                                                                                               |
|Real estate agents usually point out the good features about the property and the surroundings in which the property is located. |


  2. Persuasive advertising


      This type of advertising tries to entice the consumer to purchase

the product by using emotional and psychological appeals.


  |                                                                                                                                 |
|Example of Persuasive Advertising                                                                                                 |
|                                                                                                                                 |
|The motor vehicle advertisement that appeals to the image associated with ownership of that vehicle                               |
|Or                                                                                                                               |
|The sexual undertones and messages of alcohol and perfume ads.                                                                   |




  3. Comparative Advertising


      Comparative advertising compares one product to another.


  |                                                                                                                                 |
|Example of Comparative Advertising                                                                                               |
|                                                                                                                                 |
|BWIA’s tag line ‘The airline of the Caribbean’ or Republic Bank of Trinidad and Tobago Ltd tag line – ‘Many people serving you’ |
|Or                                                                                                                               |
|Bahamas Tourist Board tag line – ‘It is better in Bahamas’                                                                       |
|                                                                                                                                 |
|The above all compares their company with the other firms in the industry.                                                       |


  4. Reminder Advertising

      Serves to inform customers that the product is still available.   This type of advertising is usually used in areas where there are lots of competitions or when the product has reached maturity stage and new strategies are needed to improve the popularity of the product.


  |                                                                                                                                 |
|Example of Reminder Advertising                                                                                                 |
|                                                                                                                                 |
|Toothpaste manufacturers are always advertising their product to keep the customers informed about availability and new product |
|development.                                                     

                                                              |




(Activity 7.8)

  State the type of advertisement described below.   The first one has been done for you.










































  |Feedback                                                                                                                                   |
|                                                                                                                                           |
|Informative     2.   Persuasive     3.   Comparative     4.   Reminder                                                                       |


The functions of advertisements are to:

  i) highlight unique features of a product;
  ii) build a firm’s image around its product;
iii) highlight special events such as concessions, sales and late openings;
  iv) increase market share by stimulating demand;
  v) educate consumers about the products;
  vi) inform potential buyers of the availability of goods and services.

The Table below lists several advantages and disadvantages of different advertising media.

|MEDIUM/FORM                                   |ADVANTAGES                               |DISADVANTAGES                             |
|Electronic –                                   |                                         |                                           |
|Radio                                         |Builds and maintains public and consumer |Telemarketing very expensive               |
|Television                                     |awareness                                 |There may be legal restrictions, for       |
|Telephone - telemarketing                     |A powerful means of persuading people     |example, tobacco and alcoholic products   |
|                                               |because they are lively, convey feelings,|Cannot target only the desired persons,   |
|                                               |colourful and attractive                 |therefore, some wastage occurs             |
|                                               |                                         |Effectiveness depends on the time shown,   |
|                                               |                                         |for example, most people try to place     |
|                                               |                                         |advertisements just before news time       |
|Printed media – for example, daily and weekly |The printed word is more long lasting.   |Limited use of colour in news print       |
|newspapers, magazines, periodicals and         |It can be referred to conveniently.       |Very cold and static presentations         |
|professional journals                         |The advertisement becomes more credible   |Cannot be certain that it is read.         |
|         

                                      |when printed in a professional journal   |                                           |
|                                               |Can accommodate updates and changes       |                                           |
|                                               |easily                                   |                                           |
|                                               |It provides a permanent record and       |                                           |
|                                               |facilitates easy reference.               |                                           |
|Cinema                                         |Like television and radio impact can be   |Competition of target group widely varied.|
|                                               |made vivid.                               |In recent times, limited audience because |
|                                               |Can target a specific audience.           |of the competition from television and     |
|                                               |                                         |radio.                                     |
|Other Media                                   |                                         |                                           |
|Posters, billboards, buses, trains, electric   |strategically placed                     |Must be constantly updated and, therefore,|
|and neon signs, handbills and postcards       |creates a strong impact, for example, on |expensive to maintain                     |
|                                               |highways, near traffic lights, at street |Can spoil the landscape                   |
|                                               |corners                                   |Source of distraction                     |
|                                               |neon signs have visual impact after dark |                                           |
|                                               |and can be seen from a distance.         |                                           |


METHODS OF PROMOTING SALES

Sales promotion can be defined as short-term incentives used to encourage purchase of a good or service.   These are usually given to middlemen (wholesalers or retailers) and customers.   It is an expensive exercise and, therefore, runs for a limited period.   It is usually used to support an advertising campaign or for special events like Christmas, Easter or Carnival.   For example, free samples can take the form of mini replicas of the product or small taste of the product.   This may be done at trade fairs and exhibitions, supermarkets and hypermarkets.

Coupons are detachable tickets or part of a document that entices the holder through the probability of receiving something, for example, cash or gifts that can be used as an application form.   These coupons

are redeemable at special places, for example, Gold Bond Discount House or at supermarkets and hypermarkets.   Gold bond stamps are later redeemed at special outlets.

Price discount and cash refunds are given away as a form of promotion.   Price discount is an amount of money taken off the price of an item, while cash refunds are repayments given to customers on return of damaged items or empties.   Price discounts are especially used for Special Sales, for example, Boxing Day or Easter Sales when the price is reduced, for example, from $19.99 to $14.00 but cash refunds are given for the return of empties such as bottles.

Cash Discounts are given for prompt payment of invoices, for example, if a client pays within the credited period the client may receive a percentage off the total price.

Let us illustrate this with a practical example.   If John had to pay a total of $1,000.00 in 30 days and the seller decided to give John 20 percent off the total invoice if he settles the debt before the 30 days, John will be required to pay $800.00 instead of $1,000.00.

Buy one and Get-one-free is a form of cash discount.   This involves getting an extra item for the price of one.   This method of sales is generally used to promote the product or to attract customers to the store or encourage sales on a product that is not selling well.

Competitions are another way of promoting goods.   The customers are enticed to enter competitions for which large sums of money or expensive items such as trips abroad, or luxurious motor vehicles, are the prizes.

Trade Shows and Exhibitions

Items are displayed at trade fairs for all potential customers to examine the quality of the products, for example, there are Caribbean Trade Fairs or Mall Displays.

Loss Leader

This is an item with a huge discount used to attract customers to the store.   For example, the sale on special Nike sneakers may woo young men to the store.   Once in the store, they may purchase other items. Store windows and showrooms are attractively displayed in order to draw the attention of the public.

The Table below lists some of the advantages and disadvantages of Sales Promotion.

|Advantages                                                           |Disadvantages                                                         |
|Customers are able to examine quality of the product.                 |1.   Very expensive exercise that increases the cost of the product. |
|Through sampling new products a psychological bond is created since   |2. May not realise the type of profits anticipated.                   |
|the customer is given an opportunity to be part of the product-making|                                                                     |
|process.                                                             |                                                                     |
|Increases customer awareness.               

                        |                                                                     |
|Increases loyalty.                                                   |                                                                     |

|(Activity 7.9)                                                                                                                             |
|                                                                                                                                           |
|Complete the following definition of Sales Promotion.                                                                                       |
|                                                                                                                                           |
|Sales promotion is a ___________         ____________ designed to                                                                           |
|                                                                                                                                           |
|_______________________ the   __________________ of goods or services.                                                                     |

|Feedback                                                                                                                                   |
|                                                                                                                                           |
|Sales promotion is short-term incentives designed to encourage the purchases of goods or   services.                                         |

|(Activity 7.10)                                                                                                                               |
|                                                                                                                                               |
|Match the words on the left with the statements on the right.                                                                                 |
|                                             |           |                                                                                       |
|1. Sales promotion                           |a.         |Special discounts given to encourage movement of stock                                 |
|2.   Free Sample                             |b.         | An area to show off the producers wares                                               |
|3.   Coupons                                 |c.         | An event with attractive prizes                                                       |
|4.   Price Discounts                         |d.         | Short term incentives to encourage the purchase of goods and services                 |
|5.   Loss Leader                             |e.         | A huge discount given to attract clients       

                                      |
|6.   Contests                                 |f.         | A gift or cash refund when these are redeemed                                         |
|7.   Trade Exhibition/Exposition             |g.         | Stamps redeemed for gifts or cash                                                     |
|8.   Trading Stamp                           |h.         | Display of items at a trade fair                                                     |
|9.   Showroom/store window                   |i.         | Miniatures of a product that are given to the public at trade fairs                   |

|Feedback                                                                                                                                       |
|                                                                                                                                               |
|1.     d                                                                                                                                       |
|2.     i                                                                                                                                       |
|3.     f                                                                                                                                       |
|4.     a                                                                                                                                       |
|                                                                                                                                               |
|                                                                                                                                               |
|                                                                                                                                               |
|                                                                                                                                               |
|                                                                                                                                               |
|                                                                                                                                               |
|5.     e                                                                                                                                       |
|6.     c                                                                                                                                       |
|7.     h                                                                                                                                       |
|8.   g               9.     b                                                                                                         

          |
|                                                                                                                                               |






|(Activity 7.11)                                                                                                                               |
|                                                                                                                                               |
|State whether the following statements are advantages or disadvantages of Sales Promotion.                                                     |
|                                                                                                                                               |
|Customer awareness perks-up.                                                                                                                   |
|Customer can ascertain value of the product.                                                                                                   |
|Increases cost of the product.                                                                                                                 |
|Brand Loyalty is lost.                                                                                                                         |

|Feedback                                                                                                                                       |
|                                                                                                                                               |
|Advantages 1     2                                                                                                                             |
|                                                                                                                                               |
|Disadvantages     3       4                                                                                                                     |

Personal Selling

Personal Selling is still common in rural districts in most Caribbean territories.   It involves the sales person moving from village to village selling his or her wares.   In this practice, the sales person has direct contact with customers and thus receives immediate feedback. He or she usually arranges his or her own credit to clients who cannot obtain credit from the usual sources because they may not have a permanent job or are seasonal workers.

Telemarketing can be considered part of personal selling.   Banks use this approach to sell their services.   Clients are able to arrange a loan over the telephone within a few days, and in some cases, hours. Customers are encouraged to purchase goods and services from reputable firms and, therefore, the imaging is a crucial factor for all organizations.   The firm, therefore, must engage in activities

that would promote the firm.   We would now move on to discuss public relations as a promotional tool.

Public Relations

Public Relations are the creation of a favourable image of the firm or business in the eyes of the employees, the public, community and the Government.   Image formation may take the form of:

  1. press releases to draw the public’s attention to the company’s product. The business entertains certain key stakeholders or suppliers, for example, taking the Chief Executive Officer of another company to lunch or having Christmas parties for distributors or members of staff;

  2. offering special awards, for example, a firm may offer scholarships to the children of retrenching workers;


  3. offering expense paid trips to long service members or   employees or, like in the airline industries, offering free travel tickets to agents as a reward for selling a quota of tickets;

  4. sponsorship of regional, national and community events, for example, Cable and Wireless Cricket Series, Clico 10 K marathon or the sponsorship of the village steel orchestra or the sponsorship of the Jazz Festivals;

  5. the commissioning of work of art exhibitions, musical events and drama production and the promotion of cultural activities.








  |(Activity 7.12)                                                                                                                             |
|                                                                                                                                           |
|Personal Selling and Sales Promotions                                                                                                       |
|                                                                                                                                           |
|The first one has been done for you.                                                                                                       |
|                                                                                                                                           |
|Complete the following sentences.                                                                                                           |
|                                                                                                                                           |
|1.   The method of getting the attention of the public.   Public Relations.                                                                   |
|                                                                                                                                           |
|2.   Taking key stakeholders to dinner b……. e…………….. (2 words)                                                                               |
|                                                                                 

                                                          |
|3.   The offering of   s   ……………   ………. (2 words) to employees and their relatives.                                                             |
|                                                                                                                                           |
|4.   S……………… of special events in the community.                                                                                             |
|                                                                                                                                           |
|5.   The c…………….. of works of art, musical events and dram productions.                                                                     |
|                                                                                                                                           |
|6.   The retailer has direct contact with customers.   P…………. S…………… (2   words)                                                               |
|                                                                                                                                           |
|7.   An advantage of personal selling is that d………….   ………… (2 words) is given to.                                                           |
|the sales team.                                                                                                                             |
|                                                                                                                                           |
|8.   A method using the telephone that is commonly used by banks. T………………                                                                   |
|                                                                                                                                           |
|9.   A method commonly used by retailer moving around in rural district.   P …..   S……..                                                       |


  |Feedback                                                                                                                                   |
|                                                                                                                                           |
|1.   Public relations 2.   business entertainment (2 words) 3.   special awards (2 words)                                                     |
|                                                                                                                                           |
|4.   Sponsorship   5.   commissioning   6.   Personal selling (2 words)                                                                         |
|                                                                                                                                           |
|7.   direct feedback   

8.   Telemarketing 9.   A Personal Selling                                                                               |









THE PRODUCT


INTRODUCTION

There are many different types of products.   Some producers will invest great sums of money in the design of the product.   A process is used for developing a new product.   This product may be goods or services.   It may take the form of an idea, person, organization or a tourist destination.

Packaging

Packaging is ‘the way in which a saleable product is wrapped, displayed and presented to the customer’.1   Packaging can be a wrapping, a bottle, a can or a box.   It includes the display, the description, safety precautions and the instructions on the use of the product.


Functions of Packaging


  1. The Distribution function

      The packaging of a product serves as a distribution feature.   In other words, a company may distribute its products in various weights and sizes to serve the needs of its wide target market, that is, packaging in quantities that serves the needs of the individual, the small, medium or large families and even the needs of institutions.

  2. The Transportation function

      The packaging must be durable to withstand the storage and transportation of the product.   Pasteurisation and the introduction of Tetra pak (an insulated container) have revolutionized packaging and allow for longer shelf life of milk.   Pasteurised milk packaged in Tetra paks no longer have to be refrigerated while not in use.

  3. The Identification function

      Packaging serves to identify the product.   It gives a description of content and gives pertinent information such as colour, weight, contents and instructions for use in a language that the customers can understand.

  4. The Protection function

      Packaging should be such that it provides a measure of safety for the user, for example, blades or razors are wrapped to protect the consumers.   Most medications have a protective device making it difficult for children to open them.



  5. The Attraction function

      It serves to attract the customers, for example, snacks for children are usually brightly coloured or contain drawings of their favourite cartoon characters.

  6. The Environmental Friendly function

      Today, packaging is designed to be ecologically friendly, for example, the use of biodegradable materials that will not damage the ozone layer. Also, more firms are also using recyclable material such as bottles or paper.

  7. The Promotional Role

      Packaging also serves to promote the company’s image.

8. Convenience Role

      The package must be convenient and easy to use, for example, the attachment of straws to packaged drinks or the use of pull tabs on some drink cartoons.

|(Activity 7.13)                                                                                             

                                |
|                                                                                                                                           |
|State the role or function of packaging as outlined by the following phases.   The first one has been done for you.                         |
|                                                                                                                                           |
|This gives description of the product, the weight and instructions for use.                                                                 |
|                                                                                                                                           |
|This function ensures that the product is safely wrapped.                                                                                   |
|                                                                                                                                           |
|A design that conveys an idea of what the product is.                                                                                       |
|                                                                                                                                           |
|A statement or design that enhances the company’s image.                                                                                   |
|                                                                                                                                           |
|A wrapping that can be recycled.                                                                                                           |
|                                                                                                                                           |
|Easy to use.                                                                                                                               |
|                                                                                                                                           |
|Packaging in sizes that serve the need of the consumers.                                                                                   |
|                                                                                                                                           |
|Packaging to ensure that products can withstand movement.                                                                                   |

|Feedback                                                                                                                                   |
|                                                                                                                                           |
|Identification; 2. Protection; 3. Attraction; 4. Promotion;

5. Environmental; 6. Convenient;                                               |
|7.         Distribution; 8. Transportation                                                                                                   |















Branding


Branding is the name, term, sign, symbol or design that differentiates the product of a company from that of its competitors.

A brand name is permanent.   Products that are packaged and branded obtain an identity.   For example, Grace, Pepsodent or Pepsi.

Reasons for Branding

  1. It helps in creating customer loyalty.   For example, General Electric signifies high quality and, therefore, new lines of electronic products with the trademark would also convey the idea of high quality.

  2. Legal protection for ownership rights are given to companies because the brand name must be registered by the Registry of Trade Practice.

  3. Firms are able to promote the product more easily since by advertising the brand name, a whole range of products can be advertised.

  4. Firms can gain greater control over different products through branding.

      For example, Johnson and Johnson Ltd. produces a range of soaps, baby products and cosmetics.   Branding makes it easier to track down the sales pattern of these products.

5.     Branding helps to increase sales since people buy ‘brand names’.   This helps the shopper to make a decision in a shorter possible time frame.   People stick to what they know and seldom venture into the unknown.   However, through advertising new brands can be discovered.

6.   Branding allows the marketer to segment (divide) the market on the basis of targeted groups or special characteristics such as age, sex, income, education, religious or social standing.

|                                                                                                                                           |
|Example of Branding                                                                                                                         |
|                                                                                                                                           |
|In the car industry, Toyota as a brand name can be seen on cars, trucks, buses and lorries.   Branding can also be done on the basis of size|
|and cost in keeping with customers’ income and lifestyles.   The Toyota Yaris, Toyota Corolla, Toyota Saloon, and Toyota Super Saloon are   |
|all different cars designed to suite the income of a wide target market.                                                                   |

Labelling


An important part of packaging is labelling.   This may be a small tag attached to the product or a complete design within the package2.   The product the label must state:


  1. The registered office or country of origin.
  2. The expiry date if it is a food item.
  

3. The ingredients in the product.
  4. The instructions for its use.
  5. A grading for the product, for example, Grade 1, 2, or 3 or an indication of size or quantity such as small, medium or large, and the quantitative amount (for example, 8 ozs).

|(Activity 7.14)                                                                                                                             |
|                                                                                                                                           |
|Labelling                                                                                                                                   |
|                                                                                                                                           |
|Sketch a label for Tom Fisher’s guava jam                                                                                                   |
|                                                                                                                                           |
|Case study                                                                                                                                 |
|                                                                                                                                           |
|Tom Fisher is known for his guava jam.   He is planning to sell his product locally and regionally and needs to design a suitable label.     |

|Feedback                                                                                                                                   |
|                                                                                                                                           |
|The Label should include                                                                                                                   |
|(i)     Suitable design for the product                               |(ii)     Name of the product                                         |
|(iii)     Content                                                     |(iv)   Country of origin                                             |
|(v)     Instructions for use                                           |(vi)   Size of product                                               |
| Registered address of the company                                   |                                                                     |

Copyright and Patent

Intellectual property is any creation of the mind.   Songs, books, ideas, machine designs and other inventions are the intellectual property of the person who has designed or created it.   In many cases these creations can be beneficial and profitable for others who may try to use it without the permission of the owner.   The laws of different countries protect intellectual property

through copyrights and patents, as well as trademarks (distinctive word or image).

A copyright is an exclusive right to reproduce and sell literary, musical and artistic work.   This right is granted by the property rights agency in your country, and is valid for a specified period.   If you were to create a song, you should apply for a copyright which would prevent others from copying and selling your work without your permission.

A producer or entrepreneur must obtain the copyright for their designs or other forms of work.   This allows them to maintain ownership, ensuring that they will be credited or recognized as the creator of the work.   It also allows them to control how the work is used and by whom, and prevents others from cheating them of any profits from the sale.

Consumers must be aware of copyrights that may exist for the products and services that they purchase.   Copyrighted products must NOT be reproduced for commercial purposes without the permission of the producer.   This is illegal and could result in imprisonment or the imposition of a fine.   The following symbol indicates when a copyright exists:

                            ©
A patent is the right granted to the inventor of a process, machine, technique, formula or other composition of matter.   A business that wishes to use the invention must seek permission from the inventor.   Official permission is usually given in the form of a special licence.   The cost is determined by the inventor.   For example, a franchisee receives a special licence to reproduce the product and must pay the fee to the franchisor.



‘PLACE’ - DISTRIBUTION


INTRODUCTION

In this section we will examine how product(s) are distributed to consumers. You must remember that sales are not complete until the goods and services are in the hands of the final consumers. In distributing goods and services the producer may choose to use short chains in which the producer deals directly with the consumer or the long chain in which middlemen are used. Listed below are numerous combinations of chains that the producer may use to distribute goods and services.   Below is a diagram of what a chain of distribution looks like.










































Parties to the Distribution Chain

  1. Producer or Manufacturer

      The producer or manufacturer is the person who converts the raw material or semi-finished goods into finished products or services.

|                                                                                                                                 |
|Examples of Producers or Manufacturers                                                                                           |
|                                                                                                                                 |
|the makers of motor vehicles           

                                                                                          |
|the provider of loans                                                                                                           |
|the provider of insurance coverage                                                                                               |
|the rice cultivator                                                                                                             |
|the soft drink manufacturer                                                                                                     |

      The producer’s function is to provide a product or service that is of a high quality and reasonably priced.


  2. Wholesaler

      A wholesaler is a middleman who sells finished goods to retailers and agents.   He is the link between producers and retailers.


      |                                                                                                                                 |
|Examples of Wholesalers                                                                                                         |
|                                                                                                                                 |
|wholesale merchants                                                                                                             |
|cash and carry wholesalers                                                                                                       |
|agents                                                                                                                           |
|brokers                                                                                                                         |


      The functions of the wholesaler are:

        - risk bearing;
        - warehousing of goods;
        - breaking bulk ,that is, repackaging;
        - promoting sales and market goods or services;
        - forming the link between consumers and producers (that is, keeping the producer informed);
        - maintaining a stable price;
        - granting credit to retailers.

  3. Retailer


      A retailer is a middleman, who obtains his goods from the producer or wholesaler and sells to the final consumer.

|                                                                                                                                 |
|Examples of Retailers                                                                                                           |
|                                                                                                                                 |
|Supermarkets                                                                                                                     |
|Hypermarkets                                 

                                                                                    |
|Department Stores                                                                                                               |
|Door-to-door sales persons                                                                                                       |
|Market vendors                                                                                                                   |

      The functions of retailers are as follows.

        - Breaking bulk – repackaging
        - Providing convenient outlets for the customers
        - Providing credit
        - Providing a link between wholesaler and producer and the customer and, therefore, a source of information
        - Providing after-sales service
        - Offering the customer a wide variety of goods

  4. Agent

      An agent is an intermediary (middleman) between the producer or seller and the consumer. Agents simply sell the product or service on behalf of the seller for a fee or a commission payable by the buyer or seller.   An agent acts as a representative of the producer in a foreign country.

|                                                                                                                                 |
|Examples of Agents                                                                                                               |
|                                                                                                                                 |
|Travel Agents                                                                                                                   |
|Insurance brokers                                                                                                               |
|Investment Agents                                                                                                               |

      Please note that purchases through the Internet are making these agents redundant.


      The functions of the agent are:

        - representing the owners of goods in that country;
        - obtaining the best possible price for the goods or   service since his or her commission depends on the price and volume of sales;
        - solving all the problems associated with financial regulations and receiving payments on behalf of owners.

  5. Franchises

      A franchise is an arrangement between a person who wishes to operate a business under the name of the franchise and the company itself[1].



  |                                                                                                                                 |
|Examples of Franchises                                                                                                           |
|                                                             

                                                                  |
|Coca Cola Ltd                                                                                                                   |
|Kentucky Fried Chicken and                                                                                                       |
|McDonalds                                                                                                                       |




      The franchiser (owner of the business) will charge royalties to the franchisee (the person buying the franchise).   The amount of royalties paid is calculated as a percentage of sales.

      The functions of the franchisee are:

        - maintaining a presence in another part of the world;
        - providing an outlet for merchandising the items.

|(Activity 7.15)                                                                                                                             |
|                                                                                                                                           |
|In the table below, state the type of middlemen described in Column A.                                                                     |
|                                                                                                                                           |
|Column A - Description                                                                                                                     |
|State the type of middleman                                                                                                                 |
|                                                                                                                                           |
|1.   The person who operates a business under the name of the owner.                                                                       |
|                                                                                                                                           |
|                                                                                                                                           |
|2.   A middleman who represents foreign owners.                                                                                             |
|                                                                                                                                           |
|                                                                                                                                           |
|3.   A middleman who sells finished goods to another middleman.                                                                             |
|                                                                                                           

                                |
|                                                                                                                                           |
|4.   The middleman who is in direct contact with consumers.                                                                                 |
|                                                                                                                                           |
|                                                                                                                                           |
|5.   The person who converts raw material                                                                                                   |
|                                                                                                                                           |
|                                                                                                                                           |



  |Feedback                                                                                                                                   |
|                                                                                                                                           |
|Franchise                                                                                                                                   |
|Agent                                                                                                                                       |
|Wholesaler                                                                                                                                 |
|Retailer                                                                                                                                   |
|Producer                                                                                                                                   |









  ADVANTAGES OF USING THE MIDDLEMEN (WHOLESALERS AND RETAILERS)

Advantages

  1. Manufacturers deliver to fewer locations, thus saving time and money of the manufacturer.
  2. Manufacturers do not communicate directly with consumers thus again saving time and money.
  3. Middlemen provide a valuable source of information on market trends and product improvement information.

  4. Middlemen are located in the community or shopping areas and thus provide convenient outlets for consumers in that catchment area.

  5. A wide choice is provided for the consumer.

  6. Consumers may enjoy the benefits of credit.

Disadvantages

  1. The cost of product and service to the consumer increases.

  2. Middlemen may not always offer quality service and this may reflect negatively on the manufacturer.

  3. Manufacturers have less control over where the product

is sold or for what price it is sold.
  4. Manufacturers lose the opportunity to market their own wares.
  5. Middlemen give consumers a variety from which to choose.


|(Activity 7.16)                                                                                                                             |
|                                                                                                                                           |
|State whether the statements are True or False.                                                                                             |
|                                                                                                                                           |
|The producer delivers directly to consumers only and is, thus, able to save on cost.                                                       |
|                                                                                                                                           |
|The manufacturer has greater control over the sale of his or her product.                                                                   |
|                                                                                                                                           |
|Although the manufacturer may use a middleman the manufacturer has direct contact with consumers and is, thus, able to obtain feedback.     |
|                                                                                                                                           |
|The cost of the product increases because the producer uses a middleman.                                                                   |
|                                                                                                                                           |
|The producer is assured of quality service.                                                                                                 |
|                                                                                                                                           |
|The manufacturers are more suitably located.                                                                                               |
|                                                                                                                                           |
|The consumer can enjoy credit from the producer.                                                                                           |
|                                                                                                                                           |
|Manufacturers lose control over packaging of product, hence, the ability to ensure quality.                                                 |
|                                                 

                                                                                          |
|(Activity 7.16 – cont’d)                                                                                                                   |
|                                                                                                                                           |
|Changes because of market trends are easily implemented when the manufacturer has direct contact with middlemen.                           |
|                                                                                                                                           |
|Manufacturers lose the opportunity to market their wares.                                                                                   |

|Feedback                                                                                                                                   |
|                                                                                                                                           |
|F;     2. F;     3. F;     4. T;     5. F;     6. F;     7. F;     8. T;     9. ;     10. T                                                 |

Factors that Influence Choice of Channel of Distribution

Manufacturers have to make decisions as to the most appropriate ways to distribute their products. This decision is influenced by the considerations listed below.

  1. Type of product

      The size, shape, weight, make and fragility of the product must be considered.   Expensive and fragile items, for example, jewellery, pottery and glassware require the shortest or most direct route from the manufacturer to the consumer to avoid handling and security problems. Low-priced goods also need to use shortest route to keep the cost down.


      Unique products also need the shortest route since this facilitates consultation between the buyers and sellers and ensures the specific customer requirements have been met.   Similarly, bulky and heavy items would need the shortest route.

  2. Consumers

      The target market the manufacturer aims to reach will influence the channel of distribution. If the market is specialist in a particular industry then it is best to deal directly with the client since immediate feedback may be extremely important.

  3. Quantity to be delivered

      If customers request only few items it may be cost-effective to use a wholesaler or retailer because these middlemen would repackage goods in smaller quantities.

  4. Frequency of delivery

      Frequent deliveries would necessitate a longer channel because it may be costly and inconvenient for the manufacturer.

  5. Location

      Distribution to remote areas would not be economical for the manufacturer.   Goods to be exported may require an agent.

  6. Budget


      This is a significant factor especially 

if specialized tools are required to handle the shipment.   The middleman may be best suited.

  7. Speed

      Perishable items such as flowers and fruits require fast means of transport.   Air transport will be the quickest form if the item(s) are to be exported, but it can be costly.   For shorter local distances road transport is best.




(Activity 7.17)


You probably had the opportunity to send an item to another person and had various options from which to choose.   The producer similarly has to make these choices.   This activity will help you to make an informed decision.

In the diagram below list the factors that influence choice of channel. The first one has been done for you.





















  Feedback















Outlets for Distribution

Common methods of retailing and the advantages and disadvantages of each are listed in the table below. Study the table, then compete the activity that follows.

|DISTRIBUTION OUTLETS           |DESCRIPTION                             |ADVANTAGES                     |DISADVANTAGES                   |
|Convenience Shops               |small retail outlets with a variety of |conveniently located           |producers have little control   |
|                               |goods, for example, haberdashers,       |may give credit                 |over packaging                 |
|                               |corner shop, florists, news-stands     |break   bulk according to       |                               |
|                               |                                       |customer’s needs               |                               |
|Hypermarkets                   |large shops selling specialized items   |convenient for the consumer     |usually not suitable to         |
|                               |under one roof, for example, Price     |may grant own     credit cards |purchasing small amounts       |
|                               |Smart or Super Plus                     |maintain quality and brand name|                               |
|Supermarkets                   |retail outlets for food and household   |conveniently located in         |large overhead cost passed on   |
|                               |items                                   |shopping centres and,           |to consumer thus the prices of |
|                               |offer self-service                     |therefore, pleasant shopping   |goods are higher               |
|Door-to-Door Selling and       |Salespersons travel around the         |direct methods of sales thus   |additional sales staff required|
|Retailers                       |community from house to house selling   |the firm receives immediate     |                               |
|                               |their wares, example, haberdashers     |cash obtain feedback from       |                               |
|           

                    |                                       |customers                       |                               |
|                               |                                       |                               |                               |
|Consumer Co-                   |owned and operated by its members       |profits shared among members   |not always properly managed     |
|operatives                     |specialize in a particular line of     |prices are relatively lower     |members may lack the expertise |
|                               |products, for example, food and         |because of low overheads since |to expand the business         |
|                               |consumer items                         |members operate and manage this|                               |
|                               |Agricultural Co-operatives which       |type of business               |                               |
|                               |specialize in agricultural items       |                               |                               |

|DISTRIBUTION OUTLETS           |DESCRIPTION                             |ADVANTAGES                     |DISADVANTAGES                   |
|Department Stores               |retail outlets that sell several       |offer a variety of different   |prices are higher because of   |
|                               |product lines, for example, Woolworth, |brands                         |high overhead and               |
|                               |Excellent Stores                       |usually offer quality items     |administrative cost             |
|                               |                                       |items are                       |may not stock the quantities   |
|                               |                                       |pre-packaged                   |that are convenient to the     |
|                               |                                       |                               |consumers, for example, one or |
|                               |                                       |                               |two items only are offered     |
|Catalogues and Showrooms       |a listing of the range of products and |discounted prices are usually   |most people do not examine the |
|                               |their prices.                           |offered   because the method     |items physically before making |
|                               |distributed free of charge             |eliminates the middlemen and   |a purchase                     |
|                               |samples can be viewed                   |absorbs the overhead cost       |                               |
|Mail Order Houses               |use of mail to request purchases       |low cost products since         |the consumer may not have the   |
|                               |       

                                |middlemen and overhead costs   |opportunity to examine the     |
|                               |                                       |are reduced                     |quality product                 |
|Telemarketing and Internet     |use of the internet or telephone to     |listing of potential customers |the service only available to   |
|shopping; Electric commerce     |entice people to purchase items.   This |available to producers         |subscribers of telephones or   |
|(use of internet and other     |is popular   among hotels in the         |purchases are direct using the |internet                       |
|electronic means such as       |Caribbean                               |Internet                       |consumers do not have the       |
|point-of-sale scanners)         |a toll free number is given to         |                               |opportunity to physically touch|
|                               |customers for them to place their       |                               |or handle the items purchased   |
|                               |orders                                 |                               |via the Internet               |
|Vending Machines and Automatic |self-service machine that uses coins,   |offers 24 hours service         |easy targets for vandals       |
|Teller Machines                 |for example,   soft drinks and snack     |                               |                               |
|                               |machines                               |                               |                               |
|Shopping Centres               |a group of separate commercial         |convenient since many stores   |items are more expensive since |
|                               |enterprises located in one facility     |are under one roof             |rent is extremely high.         |
|                               |                                       |parking provided               |                               |
|                               |                                       |no congested streets, thus,     |                               |
|                               |                                       |shopping is easier             |                               |

|(Activity 7.18)                                                                                                                         |
|                                                                                                                                         |
|You have used some of these distribution outlets in your role as consumers.                                                             |
|                                                                                                                                         |
|List the advantages and disadvantages of the following distribution

outlets.                                                             |
|                                                                                                                                         |
|DISTRIBUTION OUTLETS                                                                                                                     |
|ADVANTAGES                                                                                                                               |
|DISADVANTAGES                                                                                                                           |
|                                                                                                                                         |
|1.   Convenience Shops                                                                                                                   |
|                                                                                                                                         |
|                                                                                                                                         |
|                                                                                                                                         |
|Hypermarkets                                                                                                                             |
|                                                                                                                                         |
|                                                                                                                                         |
|                                                                                                                                         |
|3.   Supermarkets                                                                                                                       |
|                                                                                                                                         |
|                                                                                                                                         |
|                                                                                                                                         |
|4.   Door-to-Door Selling and Retailers                                                                                                   |
|                                                                                                                                         |
|                                                                                                                                         |
|                                                                           

                                                              |
|5.   Consumer Co-operatives                                                                                                             |
|                                                                                                                                         |
|                                                                                                                                         |
|                                                                                                                                         |
|6.   Department Stores                                                                                                                   |
|                                                                                                                                         |
|                                                                                                                                         |
|                                                                                                                                         |
|7.   Catalogues/Showrooms                                                                                                               |
|                                                                                                                                         |
|                                                                                                                                         |
|                                                                                                                                         |
|8.     Mail Order Houses                                                                                                                 |
|                                                                                                                                         |
|                                                                                                                                         |
|                                                                                                                                         |
|9.   Telemarketing and Internet Shopping                                                                                                 |
|                                                                                                                                         |
|                                                                                                                                         |
|                                                                                                                                         |
|10.   Vending Machines/Automatic Teller Machines                                     

                                                    |
|                                                                                                                                         |
|                                                                                                                                         |
|                                                                                                                                         |
|11.   Shopping Centres                                                                                                                   |
|                                                                                                                                         |
|                                                                                                                                         |
|                                                                                                                                         |
|                                                                                                                                         |


|Feedback                                                                                                                                   |
|                                             |                                               |                                             |
|DISTRIBUTION OUTLETS                         |ADVANTAGES                                     |DISADVANTAGES                                 |
|                                             |                                               |                                             |
|Convenience Shops                             |conveniently located                           |producers have little control over packaging.|
|                                             |may give credit                                 |                                             |
|                                             |break   bulk according to customer’s needs       |                                             |
|                                             |                                               |                                             |
|Hypermarkets                                 |convenient for the consumer                     |restrict purchases to members only           |
|                                             |may grant own credit cards                     |usually not suitable to purchasing small     |
|                                             |maintains quality and brand name               |amounts                                       |
|                                             |                                               |                                             |
|Supermarkets                                 |conveniently

located in   shopping centres and   |large overhead cost passed on to consumer     |
|                                             |therefore pleasant shopping                     |thus, the prices of goods are higher         |

|Feedback (cont’d)                             |                                               |                                             |
|Door-to-Door Selling and Retailers           |direct methods of sales, thus, the firm         |additional sales staff required               |
|                                             |receives immediate cash                         |                                             |
|                                             |obtain feedback from customers                 |                                             |
|                                             |                                               |                                             |
|Consumer Co-operatives                       |profits shared among members                   |not properly managed because members may lack|
|                                             |prices are relatively lower because of low     |the expertise.                               |
|                                             |overheads since member operate since member     |                                             |
|                                             |operate and manage this type of business       |                                             |
|                                             |                                               |                                             |
|Department Store                             |a variety of different brands is offered       |prices are higher because of high overhead   |
|                                             |usually offer quality items                     |and administrative cost                       |
|                                             |items are pre-packaged                         |may not stock the quantities that are         |
|                                             |                                               |convenient to the consumers, example, one or |
|                                             |                                               |two items only                               |
|                                             |                                               |                                             |
|Catalogues/Showrooms                         |discounted prices are usually offered   because |most people do not physically examine the     |
|                                             |the method eliminates the middlemen and absorbs|items before making a purchase               |
|                                             |the overhead cost                               |                                             |
|

                                            |                                               |                                             |
|Mail Order Houses                             |low cost products since middlemen and overhead |the consumer may not have the opportunity to |
|                                             |costs are reduced                               |examine the quality product                   |
|                                             |                                               |                                             |
|Telemarketing                                 |listing of potential customers available to     |the service only available to subscribers of |
|                                             |producers                                       |telephones                                   |
|                                             |                                               |                                             |
|Vending Machines/Automatic Teller Machines   |offers 24 hours service                         |easy targets for vandals                     |
|                                             |                                               |                                             |
|Shopping Centres                             |convenient since many stores are under one roof|items are more expensive since rent is       |
|                                             |parking provided                               |extremely high.                               |
|                                             |no congested streets thus shopping is easier   |                                             |


  Transport

Transport is the movement of goods and people from one place to another.   This may be internal or within one country, for example, from Mandeville to Kingston or from Tobago to Trinidad or it may be from one country to another, for example, from St. Kitts and Nevis to St Lucia or Dominica to United Sates of America. The mode of transport, therefore, varies.   The common modes of transport are Air, Sea and Land.

Transport is very important for the following reasons:

  1. it brings the goods from producers to final consumers;

  2. it carries raw materials from where they are found and food from where it is grown to the factory;


  3. it helps manufacturing firms to minimize its inventory holdings and thus keep costs down;


  4. it minimizes factory shutdown time if raw material and personnel are not available for production;


  5. it helps reduce expenses and thus makes the goods and services more competitive on the international market;

  6. it is a means of linking communities and is vital to industrialisation, as workers need adequate transport to get to work;

  7. it widens the market and also demand for the product, resulting in specialisation and economies of

scale;

  8. it increases employment;

  9. it makes available a variety of goods to consumers.

Transportation Network Facilities

The transport network storage facilities include:


  1. refrigeration facilities;
  2. adequate dock spaces;
  3. adequate parking space for aircraft, trucks, lorries and containers;
  4. handling and moving facilities, for example, forklift;
  5. warehousing space.








|(Activity 7.19)                                                                                                                             |
|                                                                                                                                           |
|This activity will reinforce your knowledge of the importance of transport to domestic, regional and foreign trade and identify the network|
|facilities available for transport.                                                                                                         |
|                                                                                                                                           |
|Importance of Transport                                                                                                                     |
|List the transport network facilities                                                                                                       |
|                                                                                                                                           |
|1.                                                                                                                                         |
|1.                                                                                                                                         |
|                                                                                                                                           |
|2.                                                                                                                                         |
|2.                                                                                                                                         |
|                                                                                                                                           |
|3.                                                                                                                                         |
|3.                                                                                                                                         |
|                                                                                                                                           |
|4.                                                                             

                                                            |
|4.                                                                                                                                         |
|                                                                                                                                           |
|5.                                                                                                                                         |
|5.                                                                                                                                         |
|                                                                                                                                           |
|6.                                                                                                                                         |
|                                                                                                                                           |
|                                                                                                                                           |



  |Feedback                                                                                                                               |
|Importance of Transport                                             |List the transport network facilities                             |
|Brings good to consumers                                             |Refrigeration facilities                                           |
|Minimizes inventory holding                                         |Adequate dock space                                               |
|Reduces factory shutdown                                             |Adequate aircraft space                                           |
|Decreases costs of production                                       |Handling and moving space                                         |
|Links communities                                                   |Warehousing space                                                 |
|Makes available a variety of goods or services                       |                                                                   |
|Increases employment                                                 |                                                                   |
|Creates demand and thus increases production                         |                                                                   |


The table below outlines the advantages and disadvantages of each type of transport.


|Forms of Transport                           |Advantages                                   |Disadvantages                                   |
|                                             |                                             |               

                                |
|LAND                                         |                                             |                                               |
|Road                                         |can reach all destinations within a country   |weight limitations                             |
|                                             |flexible and direct                           |congestion can cause delays                     |
|                                             |fast for short distance                       |air pollution                                   |
|                                             |reliable because control is under the lorry   |expensive for long distances                   |
|                                             |driver                                       |                                               |
|                                             |quicker than road for long distances         |                                               |
|                                             |cheaper for bulky goods                       |                                               |
|                                             |fairly reliable schedules                     |                                               |
|                                             |cheaper for consumers                         |                                               |
|Rail and Tram                               |convenient for consumer                       |slower for short distances                     |
|                                             |best to transport water, oil or gas           |expensive to maintain                           |
|                                             |                                             |inflexible timetable                           |
|                                             |                                             |inconvenient to transfer cargo from one train   |
|                                             |                                             |to another                                     |
|                                             |                                             |                                               |
|Pipelines                                   |                                             |broken lines can lead to leakages               |
|                                             |                                             |high installation costs                         |
|                                             |                                             |inflexible – products cannot be easily changed |
|SEA                                         |                                             |                                               |
|                                             |                             

                |                                               |
|Rivers and Lakes                             |cheap, especially suited for bulky and heavy |slow form of transport                         |
|                                             |goods, for example, newspapers, lumber,       |may require special containers                 |
|                                             |minerals                                     |purchasers must carry additional stock, which   |
|                                             |cheap method for transporting lumber , for   |adds to cost of the product                     |
|                                             |example,                                     |                                               |
|                                             |West Indian Shipping Company Limited, Banana |                                               |
|                                             |Boats                                         |                                               |
|AIR                                         |quickest form of transport                   |expensive, especially for bulky goods           |
|                                             |suitable for light and perishable goods, for |weather conditions and technical difficulties   |
|                                             |example, orchids and other horticultural     |can interfere with schedule                     |
|                                             |products                                     |relies on other form of transport to take goods|
|                                             |allows buyers to carry a minimum of inventory|to final destinations                           |
|                                             |or stock                                     |                                               |
|                                             |sellers can reduce or eliminate warehouse     |                                               |
|                                             |costs                                         |                                               |


|(Activity 7.20)                                                                                                                             |
|                                                                                                                                           |
|You are familiar with the various modes of transport since as a consumer you always use one mode or the other.   This activity, however,     |
|will extend your knowledge on transport because it includes commercial activities that you will not encounter in you day-to-day activities.|
|                                                                                                                                           |
|Complete the following sentences 

                                                                                                          |
|                                                                                                                                           |
|The movement of people from one place to another is called …………………..                                                                       |
|The modes of land transport include ……………….,   ………………….., and …………….                                                                         |
|The modes of sea transport include ………………..,   ………………………, ……………. and …………………..                                                               |

|Feedback                                                                                                                                   |
|                                                                                                                                           |
|The movement of people from one place to another is called transport.                                                                       |
|The modes of land transport include roads, rails and trams, and pipelines.                                                                 |
|The modes of sea transport include rivers, seas, lakes and ocean.                                                                           |





|(Activity 7.21)                                                                                                                             |
|                                                                                                                                           |
|You are aware of the various modes of transport but this activity will reinforce your knowledge of the advantages and disadvantages of the |
|various modes of transport.                                                                                                                 |
|                                                                                                                                           |
|Complete the following table                                                                                                               |
|                                                                                                                                           |
|FORMS OF TRANSPORT                                                                                                                         |
|ADVANTAGES                                                                                                                                 |
|DISADVANTAGES                                                                                                                               |
|                                                                                                               

                            |
|1.   Land                                                                                                                                   |
|                                                                                                                                           |
|                                                                                                                                           |
|                                                                                                                                           |
|SEA                                                                                                                                         |
|                                                                                                                                           |
|                                                                                                                                           |
|                                                                                                                                           |
|AIR                                                                                                                                         |
|                                                                                                                                           |
|                                                                                                                                           |
|                                                                                                                                           |


|Feedback                                                                                                                                 |
|                                             |                                             |                                             |
|LAND                                         |can reach all destinations within a country   |weight limitations                           |
|                                             |flexible and direct                           |congestion can cause delays                   |
|                                             |fast for short distance                       |danger to the air – pollution                 |
|                                             |reliable because control is under the         |expensive for long distances                 |
|                                             |van/lorry driver                             |expensive to maintain                         |
|                                             |excellent for sight seeing                   |                                             |
|                                             |cheaper to move bulky goods within

a country |                                             |
|                                             |schedules are fairly reliable                 |                                             |
|                                             |cheaper and convenient form of transport for |                                             |
|                                             |commuters                                     |                                             |
|                                             |best to transport water, oil or gas           |                                             |
|                                             |                                             |                                             |
|                                             |                                             |                                             |
|                                             |                                             |                                             |
|                                             |                                             |                                             |
|SEA                                         |cheap form of transport                       |slow form of transport                       |
|                                             |especially suited for bulky and heavy goods   |may require special containers               |
|                                             |                                             |purchasers must carry additional stock, which|
|                                             |                                             |adds to cost of the product                   |
|                                             |                                             |                                             |
|AIR                                         |quickest form of transport                   |very expensive especially for bulky goods     |
|                                             |suitable for light and perishable goods       |weather conditions and technical difficulties|
|                                             |allows buyers to carry a minimum of inventory|can interfere with schedule                   |
|                                             |or stock                                     |relies on other form of transport to take     |
|                                             |sellers can reduce or eliminate warehouse     |goods to final destinations                   |
|                                             |costs                                         |                                             |


Problems of Distribution and Possible Solutions


Problems are encountered in the distribution of goods are given below.


  1. Inadequate facilities for temporary storage, for example, warehouse space.

  2. Inadequate

and dysfunctional tools and equipment for the movement of goods and people, for example, not enough cranes.

  3. Transport systems or networks that do not connect the port with the various receiving points and distribution of road routes.

  4. Delayed shipment in ports (perhaps due to bad weather, or unprocessed documents).
  5. Misdirection of goods because of improper labelling of goods.
  6. Lack of understanding of custom authority regulations on importing and exporting goods.
  7. Poor communication within the distribution network.
  8. Industrial unrest.

Possible solutions to the problems are given below.

  1. Members of the public should be educated about the laws governing the distribution of goods. Misdirection of goods because of improper labelling and lack of knowledge of customs regulations can be solved by educating the population or users of the service. Leaflets and brochures outlining procedures and laws should be made available.   This education process must be continuous since new importers and exporters may be engaged in this activity.

  2. Proper planning and implementation of plans can solve the problems of inadequate facilities and lack of tools and equipment.   Budgets on the operation of an efficient port system should be prepared and submitted to government agencies or necessary authority for adequate funding.

  3. The communication networks among all the parties should be implemented.   The use of Internet can be a good starting point.

  4. Government Intervention


      In the Caribbean it may be necessary that the Government provide the adequate funding for port facilities and improve the road works between the ports and other destination points because the cost of goods to the final consumer may depend on the cost of these facilities.

  5. Implementation of good industrial practices may solve the industrial problems.









|(Activity 7.22)                                                                                                                             |
|                                                                                                                                           |
|As a commuter I am sure you will have encountered problems while moving from one place to another.   The businessperson also experiences     |
|certain problems.   This activity will help you to understand the problems faced by business persons and the possible strategies that can be|
|used to solve these problems.                                                                                                               |
|                                                                                                                                           |
|The import or export trade provides opportunities to sell one’s products in foreign countries but there are many obstacles along the way,   |
|which

can increase the cost consumers have to pay.   Identify the problems experienced by the business person in the monologue below and     |
|give possible solutions to these problems.                                                                                                 |
|                                                                                                                                           |
|Boy, ah tell yuh, the ship may be delayed due to poor weather conditions, and perishable goods can spoil from inadequate refrigeration.     |
|And sometimes yuh have to pass some islands straight, if yuh please, yes because they doh have proper deep water harbour for docking.       |
|                                                                                                                                           |
|Even when yuh dock at a port man off-loading the cargo could really make yuh bawl.   Because braps, jus so, the equipment malfunctioning or |
|the workers down tools.                                                                                                                     |
|                                                                                                                                           |
|I tell you, all my business friends, they really pray for grace cause when the goods come off the ship, the warehouse clerk only           |
|apologising, ‘Sorry sir” no space.                                                                                                         |
|                                                                                                                                           |
|And then I have to pay a higher insurance fee because my goods are at risk too theft, due to poor security.                                 |
|                                                                                                                                           |
|So you see my dear consumer, why the price you pay is high.   The problems faced are many, that, no one can deny.                           |

|Feedback                                                                                                                                   |
|                                                                                                                                           |
|The following problems were outlined in the monologue                                                                                       |
|                                                                                                                                           |
|Delays because of poor weather conditions.                                                                                                 |
|Inadequate refrigeration facilities.                                                         

                                              |
|Inadequate berthing facilities.                                                                                                             |
|Malfunctioning off loading equipment.                                                                                                       |
|Industrial unrest                                                                                                                           |
|Inadequate warehousing space.                                                                                                               |
|Poor security and thus higher insurance coverage.                                                                                           |
|                                                                                                                                           |
|Solutions to the above-mentioned problems are:                                                                                             |
|                                                                                                                                           |
|Lobby Governments to improve facilities at the ports, that is, improve the refrigeration facilities, build deeper and larger harbours to   |
|accommodate larger vessels, provide more warehousing space and improve security.                                                           |
|The businessmen can also plan to off-load their goods from the ships directly to their transport and then to their factories or own         |
|warehouse.                                                                                                                                 |
|The authority should have a proper maintenance programme to service equipment thus preventing breakdowns.                                   |
|Good communication and industrial relations policies should be implemented.                                                                 |


|(Activity 7.23)                                                                                                                               |
|                                                                                                                                               |
|List the problems faced by importer and exporters of goods and give possible solutions to these problems.                                     |

|Feedback                                                                                                                                       |
|                                                                                                                                               |
|PROBLEMS                                                                                                                                       |
|                 

                                                                                                                              |
|Inadequate facilities for temporary storage.                                                                                                   |
|                                                                                                                                               |
|Inadequate and dysfunctional tools and equipment.                                                                                             |
|                                                                                                                                               |
|Transport systems/networks that do not connect the port.                                                                                       |
|                                                                                                                                               |
|Delayed shipment in ports.                                                                                                                     |
|                                                                                                                                               |
|Misdirection of goods because of improper labelling of goods.                                                                                 |
|                                                                                                                                               |
|Lack of understanding of custom authority regulations.                                                                                         |
|                                                                                                                                               |
|Poor communication within the distribution network                                                                                             |
|                                                                                                                                               |
|Industrial unrest.                                                                                                                             |
|                                                                                                                                               |
|                                                                                                                                               |
|SOLUTIONS                                                                                                                                     |
|                                                                                                                                               |
|Education and Training.                       

                                                                                                |
|                                                                                                                                               |
|Proper planning and implementation of plans to improve port facilities.                                                                       |
|                                                                                                                                               |
|Improve communication and industrial relations.                                                                                               |
|                                                                                                                                               |

Factors Governing the Choice of Transportation


The following factors influence the choice of transportation.

  1. The distance should be of utmost importance. The destination of the goods would determine whether sea, air or land transportation should be used.   For example, if one has to send letters abroad, air transportation would be best.   However, for bulky mail such as magazines or newspapers one would choose sea transport, and the delivery of mail to your home would be done via land.

  2. The cost of transportation by the various means of transport should also be considered.   The most reliable and cheaper means are usually taken under normal conditions.

  3. Warehousing cost is included in the final price to the consumers.   In a very competitive environment the producer will always be examining ways of cutting this cost.

  4. Insurance costs and handling charges vary from firm to firm and, therefore, firms must be aware of the options available.

  5. The nature of the goods.   Perishable goods will need to reach their destination in the shortest possible time and therefore the fastest mode of transport should be used.   Also this mode must have the facilities to preserve the product(s). For example, refrigeration facilities for foodstuff and horticultural products.

  6. The urgency factor.   When handling rush orders from abroad one should use air transport since it is the fastest method to send goods abroad.   This method, however, is very expensive.

  7. The reputation of the carrier.   One would choose a carrier that is known for quick, safe and efficient service.



(Activity 7.24)

List the factors to consider when transporting goods.
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TECHNIQUES OF SELLING

INTRODUCTION

Salesmen use a number of techniques to obtain a sale. In this section, we will examine some of these techniques.

Direct Selling

Direct Selling can be done in various ways such as, Mail Order and Telesales.   In Direct Selling goods are sold directly from the producer

to the consumer without the need for any middlemen or intermediaries.   This can be conducted in a variety of ways, for example, home visits or home parties usually done by Tupperware or Amway International Inc to display products to consumers in the comfort and convenience of their home.   Orders are made directly to the producer.   Electronic marketing has expanded this area of direct selling since consumers can use the Internet to make direct purchases.

Mail Order Houses - The goods are selected in the customer’s home and are ordered from the mail order Company either by phone, post or e-mail.

Telesales - Courtesy calls made to clients offering product samples, followed by subsequent orders for the product.   Shopping channels on televisions are growing as a result of digitisation.   Goods are ordered directly from the company that advertises on the sales channel.

Online Shopping - This is shopping from the comfort of the home via the Internet.   Customers can thus avoid the queues at the cashier corners, the jostle at the shopping malls and crowded car parks.

Displays of Product(s)

Firms may choose to entice clients by displaying their products attractively.   For example, shop window fronts are constantly redesigned in order to attract the attention of onlookers.   Persons who are trained to do this are called Merchandisers.

Jingle, Statement or Rhyme

A company may use a jingle, statement or rhyme that identifies or introduces the firm and thus consumers can associate the promotion with that statement or jingle.   For example, the use of encouraging words to entice the public or a unique selling tactic.

Samples

Samples are given to patrons to be tested at shops and malls.   Feedback is usually given and this may be used by the firm to enhance their product(s).

Pricing policy and Discounts

The price of a product must be competitive in order to attract clients.   Sellers often adjust pricing policies to encourage more sales.   They may offer discounts to clients and these discounts may take the form of cash discounts, discounts when purchasing in bulk or trade discounts.   Since the price is reduced, clients may want to make use of this opportunity to buy.


Establishing a Pattern of Selling

One may establish a pattern of selling, especially if the salesperson is a roving salesperson or use the same location from which to trade.   This action encourages repeat sales.


Good-after sales service


Good-after sales service is important to the client.   Clients expect reliable and efficient service.   The ability to meet consumer needs can ensure repeat sales and the much-needed referrals to the firm.



(Activity 7.25)





Techniques of selling


Identify the techniques of selling.




















|Feedback                                                                                                                         

              |
|1.       |Direct Selling                       |2.     |Mail Order Houses                       |3.     |Telesales                             |
|         |                                     |       |                                       |       |                                       |
|4.       |Online Shopping                       |5.     |Displays of product(s)                 |6.     |Jingle, statement or rhyme             |
|         |                                     |       |                                       |       |                                       |
|7.       |Samples                               |8.     |Pricing policy and Discounts           |9.     |Establishing a pattern of selling     |
|10.       |Good-after sales service             |       |                                       |       |                                       |


Terms of Sales

The Table below lists the advantages and disadvantages of the different types of terms of sales.

|TERMS                                         |ADVANTAGES                                   |DISADVANTAGES                                 |
|Cash Sales                                     |                                             |                                             |
|Banknotes and Coins                           |Instant payment                               |Unsafe to move around with large sums         |
|                                               |The buyer is able to obtain cash discount     |                                             |
|                                               |Stock movement                               |                                             |
|                                               |                                             |                                             |
|                                               |Easy to carry around                         |Need to be certified by a                     |
|Cheques                                       |                                             |bank                                         |
|                                               |                                             |Not always accepted                           |
|                                               |                                             |                                             |
|                                               |Can be used locally and internationally       |Attract high interest if amount not paid in   |
|Credit and Debit Cards                         |                                             |specified time period                         |
|                                               |                                             |                                             |
|                                               |                                         

    |                                             |
|Credit                                         |                                             |                                             |
|                                               |                                             |                                             |
|Payment for purchases made at a later date,   |For the seller a method of moving stock       |For seller no immediate use of cash.         |
|for example, the purchase of raw material on   |The buyer enjoys the use of goods and         |For the buyer this method                     |
|the 1st day of the month for which payment is |services while payment is still being made.   |attracts interest, therefore,                 |
|made on the 30th day.                         |                                             |cost of item increased.                       |
|                                               |                                             |The method cannot receive discount           |
|                                               |                                             |For the seller in time of inflation the delay|
|                                               |                                             |in payment means that the currency is         |
|                                               |                                             |depreciated and   seller may incur bad debt. |
|Hire Purchase                                 |                                             |                                             |
|                                               |The hirer has the use of the item(s)         |Very expensive form of credit                 |
|Short term credit used for the purchase of     |An easy way to acquire ownership             |Goods do not become the property of the buyer|
|equipment, household appliances, motor         |For the seller movement of stock is           |until the last instalment is paid             |
|vehicle. The company hires the commodity to an|facilitated                                   |For the seller a lot of bad debt can be       |
|intended purchaser, who usually pays an       |                                             |incurred                                     |
|initial payment followed by a series of       |                                             |Too much capital may be tied up in H.P.       |
|instalment until the total hire purchase price|                                             |                                             |
|is paid.                                       |                                             |                                             |
|Lay-a-way                                     |The purchaser is able to pay for the goods in|The goods remain with the seller until all   |
|The purchaser makes an agreement to pay for   |small increments

                            |payments are due.                             |
|the goods on instalment.   The goods remain     |                                             |                                             |
|with the seller until all payments are made.   |                                             |                                             |

Cash discounts

A cash discount is an amount given to the buyer for prompt payment. If a large purchase is made, the seller may give a certain percentage off the cash price.   For example, a customer may purchase goods to the value of $5,000.00.   For paying promptly the seller allows a 5 per cent cash discount, the buyer only pays 95 per cent of $5,000.00. Similarly if the firm pays for goods purchased on credit with the stipulated credit period 2/10, n/30 – meaning 2 percent (2 %) is given from the net value of the invoice if payment is made within 10 days or the purchaser is required to pay the full amount at the end of 30 days.

The advantages of cash discounts are to encourage prompt payment and to cause a movement of stock. The disadvantage is a decrease in actual price.

Differences between Cash Discount and Trade Discount

The major difference between a cash discount and a trade discount is that cash discount is given for prompt payment while trade discount is given among merchants and traders.   It is possible for a trader to receive cash and a trade discount but unlikely for the final consumer to receive both. Trade Discount is an allowance given to a trader or merchant.   A trader or merchant is anyone who buys goods to resell, for example, a wholesaler or a retailer.   It is actually the wholesale price and when the goods are retailed it allows the trader to make a profit, for example, a soft drink merchant may purchase 50 cases of soft drinks from the manufacturer at $20.00 per case and retails the item at $25.00 per case.

The advantages are it allows the merchant to make a profit and it keeps production flowing since the wholesalers and merchants are encouraged to purchase stock.


CONSUMER ORGANIZATIONS

Before we discuss the roles and functions of consumer organisations, it is important that you understand the concept of consumerism.

Consumerism

Consumerism is defined as all activities relating to rights and responsibilities of consumers.   These activities include acts to ensure that products are at an acceptable standard and are safe, that the consumer gets redress for injustices and are properly informed.   Listed overleaf are the rights of the consumer.











The Rights of the Consumer





                            To be heard




                            To be informed








                            To choose






                            To safety






                            To redress




                            To a

healthy environment




                            To consumer education








Responsibility of Consumer Organisations

Most consumer organisations were formed to protect the rights of consumers. Consumer organisations seek information about the goods or services that consumers wish to purchase so that they would be able to make independent and well-informed decisions.   An example is that if one wishes to purchase a motor vehicle, one should enquire not only about the price, but also about after sale services, the availability of spare parts, viability and reputation of the dealer.

Consumer organisations also communicate needs to producers and Government and inform the public about unfair business practices involving unfair pricing, unsafe products, misleading advertisements and unhealthy business practices that may impact negatively on the environment. The Table that follows gives details of the major functions of some consumers’ organisations.







|ORGANISATIONS                                                     |ROLES AND FUNCTIONS                                                       |
|PRIVATE   (NOT FOR PROFIT)                                         |                                                                           |
|Consumers’ Association, for example, Trinidad and Tobago         |Resisting unfair price increases.                                         |
|Housewives Association and community groups that seek to protect |                                                                           |
|its members                                                       |                                                                           |
|                                                                 |Resisting unfair price increases.                                         |
|                                                                 |Resisting unfair price increases.                                         |
|                                                                 |Resisting unfair trading practices of sellers, for example, short weights |
|                                                                 |and lengths, sub- standard goods and personal abuse.                       |
|                                                                 |Lobby Governments to initiate consumer protection laws.                   |
|                                                                 |To voice the concerns of the consumer.                                     |
|                                                                 |                                                                           |
|PRIVATE (NOT FOR PROFIT) International                                                                                                       |
|                                                                 |             

                                                              |
|Greenpeace International                                         |To resist degradation of the environment.                                 |
|Transparency International                                       |To ensure that Governments operate fairly in the reward of tenders and the|
|                                                                 |overall spending of state funds.                                           |
|GOVERNMENT                                                       |                                                                           |
|Parliament and Judicial Arm                                       |Make laws relating to the environment, road safety and health of the       |
|                                                                 |population, for example, the Road Safety Act; the Environment protection   |
|                                                                 |Acts.                                                                     |
|                                                                 |Also laws relating to the sale of goods, the Sale of Goods Act and the     |
|                                                                 |Food and Drug Act.                                                         |
|Bureau of Standards                                               |Setting minimum standards to which producers of goods must abide.   For     |
|                                                                 |example, proper labelling, description and safety requirements.           |
|                                                                 |Verification and testing of products to ensure that the standards are     |
|                                                                 |maintained, for example, goods are taken off the shelf to be tested to     |
|                                                                 |ensure that they meet the standards.                                       |
|                                                                 |Ensuring that measurement apparatus are properly calibrated.               |
|                                                                 |Educating the public about standards and any unsuitable items on the       |
|                                                                 |market. For example, giving the public information about unsafe Christmas |
|                                                                 |lights.                                                                   |
|                                                                 |Issuing warnings to producers who are not adhering to standards.           |
|The Ombudsman                                                     |Investigates and adjudicates on complaints of loss/damages from the       |
|A government

appointed person who investigates malpractices,     |public.                                                                   |
|maladministration or injustices suffered by individuals and the   |                                                                           |
|population at large in their dealing with public officials,       |                                                                           |
|departments of state, Government agencies, and Government owned   |                                                                           |
|or controlled companies.                                         |                                                                           |
|                                                                 |Make recommendations to correct wrong doing of state agencies to members   |
|                                                                 |of the public.                                                             |
|The Ministry of Consumer Affairs                                 |Ensures that laws to protect the consumer are followed.                   |

|(Activity 7.26)                                                                                                                             |
|                                                                                                                                             |
|Roles and Functions of Consumer Organizations                                                                                               |
|                                                                                                                                             |
|Suggest the possible course of action that should be taken in each scenario.   The first one has been done for you.                           |
|                                                                                                                                             |
|1.   Tommy Jackson is the president of the village association located in the valley of Upper High Village.   Every year, the villagers       |
|experience flooding caused by ‘slash and burn’ farming.   This year a developer began excavating the land to erect a series of high-rise     |
|apartments.                                                                                                                                 |
|                                                                                                                                             |
|2. Jack purchased cough medication from the neighbourhood pharmacy. He cannot read the instructions because they are written in Spanish.     |
|                                                                                                                                             |
|3.   Consumers have been experiencing sharp increases in the prices of basic

food commodities such as bread, meats and cooking oil.   The     |
|producers of these commodities give no reasonable explanations.                                                                             |
|                                                                                                                                             |
|4.   The government of Fantasy Island has awarded 10 contracts for the building of hospitals without using proper tendering policies.         |
|                                                                                                                                             |
|5.   The Ministry of Works built a drain on part of Mary’s freehold property. Five years later Mary is still awaiting payment for her parcel |
|of land.                                                                                                                                     |
|                                                                                                                                             |
|6.   Mary noticed that she is not receiving the correct weight for the items she purchased at the farmers’ market.   She told the vendors     |
|about the situation but the situation continues.                                                                                             |

|Feedback                                                                                                                                     |
|                                                                                                                                             |
|The village association should act as a consumer association so that they can lobby the Government to enact laws for the protection of the   |
|environment.                                                                                                                                 |
|                                                                                                                                             |
|The matter should be brought to the attention of the Ministry of Consumer Affairs and the Bureau of Standards so that the necessary         |
|investigations can be done to change this practice.                                                                                         |
|                                                                                                                                             |
|The Consumers’ Association should lobby the producers and Government to reduce the prices.   Consumers must be mobilized to resist the       |
|increased prices.                                                                                                                           |
|                                                                                                                                             

|
|Transparency International should be informed since they would make the necessary investigations and bring pressure on the Government to     |
|adhere to proper tendering procedures when awarding contracts.                                                                               |
|Feedback (cont’d)                                                                                                                           |
|                                                                                                                                             |
|This matter should be taken to the Ombudsman who would investigate and make the necessary recommendations for Mary to be paid.               |
|                                                                                                                                             |
|The Ministry of Consumer Affairs should be notified since officers can be deployed to check the calibration of the scales.                   |

|(Activity 7.27)                                                                                                                               |
|                                                                                                                                               |
|The roles are functions are not in the correct order.   Please rearrange the functions to match the     organisation.                           |
|                                                                                                                                               |
|ORGANISATIONS                                                                                                                                 |
|ROLES AND FUNCTIONS                                                                                                                           |
|                                                                                                                                               |
|PRIVATE   (NOT FOR PROFIT)                                                                                                                     |
|                                                                                                                                               |
|                                                                                                                                               |
|                                                                                                                                               |
|                                                                                                                                               |
|                                                                                                                                               |
|1. Consumers’ Association             

                                                                                                        |
|                                                                                                                                               |
|To ensure that governments operate fairly in the award of tenders and the overall spending of state funds.                                     |
|Lobby governments to initiate consumer protection laws.                                                                                       |
|                                                                                                                                               |
|PRIVATE (NOT FOR PROFIT) international                                                                                                         |
|                                                                                                                                               |
|                                                                                                                                               |
|2. The Green peace International                                                                                                               |
|To resist degradation of the environment.                                                                                                     |
|Resisting unfair price increases.                                                                                                             |
|                                                                                                                                               |
|3. Transparency International                                                                                                                 |
|To voice the concerns of the consumer.                                                                                                         |
|The Sale of Goods Act and Food and Drug Act.                                                                                                   |
|Resisting unfair trading practices of sellers, for example, short weights and lengths, sub-standard goods and personal abuse.                 |
|                                                                                                                                               |
|GOVERNMENT                                                                                                                                     |
|                                                                                                                                               |
|                                                                                                                                               |
|4. Parliament and Judicial Arm                                       

                                                                          |
|Make laws relating to the environment, road safety and health, for example, the Road Safety Act; the Environment protection Acts.             |
|                                                                                                                                               |
|                                                                                                                                               |
|                                                                                                                                               |
|                                                                                                                                               |
|5. Bureau of Standards                                                                                                                         |
|Ensuring that measurement apparatus is properly calibrated.                                                                                   |
|                                                                                                                                               |
|                                                                                                                                               |
|Educating the public about standards and any unsuitable items on the market. Example, giving the public information about the unsafe Christmas|
|lights.                                                                                                                                       |
|                                                                                                                                               |
|                                                                                                                                               |
|Issuing warnings to producers who are not adhering to standards.                                                                               |
|                                                                                                                                               |
|6. The Ombudsman                                                                                                                               |
|                                                                                                                                               |
|Investigates and adjudicates on complaints of   loss/damages from the public                                                                   |
|Make recommendations to correct wrong doing of state agencies to members of the public.                                                       |
|                                                                                                   

                                            |


|(Activity 7.27 - cont’d)                                                                                                                       |
|                                                                                                                                               |
|The Ministry of Consumer Affairs                                                                                                               |
|A Division in the Ministry of Trade that deals with complains from the consumers.                                                             |
|Verification and testing of products to ensure that the standards are maintained, for example, goods are taken off the shelf to be tested to   |
|ensure that they meet standards.                                                                                                               |
|                                                                                                                                               |

|Feedback                                                                                                                                       |
|                                                                                                                                               |
|1.     c   2.     b   3.     a   4.     d   5.     e   6.     f   7.     g                                                                                 |






















































  1. A market is more than a place.   It is any situation that brings buyers and sellers together for the exchange of goods and services.

      Marketing is all human activities directed at discovery and satisfaction of consumer needs and wants through the exchange process.   It is a management process involving product, price, promotion and place.

      The Marketing Mix includes the Product, Price, Promotion and Place.


      Market structures indicate the extent of the competition within an industry.   These structures are perfect competition, monopoly, monopolistic competition and oligopoly.

  2. The marketing research procedure involves identifying the marketing problem, selecting a method of gathering data, designing the instrument to collect the data, analysing the data and making conclusions and recommendations.

      The various types of market research are consumer, product, packaging, sales, advertising, economics and distribution.


      Customers’ behaviour is influenced by price of the product, price of substitutes, quality, taste, tradition, income, spending patterns and brand loyalty.

  3. Pricing places a value on the product.   An equilibrium price can be determined by the market forces of demand and supply.   Entrepreneurs can also benefit from using several pricing strategies.

  4. The product may be a good or a service.   Branding and packaging serve many purposes, as well as copyrights and patents.

  5. A business may use a number of methods to promote sales. Some of these methods are advertising, sales promotions and personal selling.

      Advertising can be informative, persuasive, comparative or simply serve as a reminder that the product is still available. Advertisements highlight the unique features of a product, help to build the firm’s image, emphasise special events, increase the market share and help to educate the consumers about the product(s).


      One medium used to advertise is the electronic media, that is, radio, television and telephone. These are powerful means of persuading people because they are lively, convey feeling, colourful and usually very attractive.   On the other hand, these media are very expensive and are not directed specifically to the target audience and, therefore, some wastage occurs.   Another medium is the printed media, that is, daily and weekly newspapers, magazines, periodicals and professional journals.   An advantage of print is that it provides a permanent record and can be easily referenced.

      Print can be very cold and static in appearance since the use of colour is very expensive.   It is more demanding on the less educated consumer. Other means of advertising include cinemas, posters, billboards, buses, trains, electric and neon signs, handbills and postcards.


      Sales promotions are short-term incentives used to encourage purchases of a good or service and is a very expensive exercise.   Sales promotion tools include free samples, coupons, price discounts, cash refunds, contest and sweepstakes, buy-one and get-one-free, trade shows, trading stamps and loss leaders.


      Personal Selling involves the sales person moving from village to village selling his or her wares.   Telemarketing can be considered part of personal selling since the clients are contacted directly.


      Public relations help to create a favourable image of the firm in the eyes of the public.   Press release, business entertainment, special awards and sponsorships are just some of the activities through which firms improve their public image.

  6. Producers may use the short or long chain to distribute his or her produce.   The parties to the distribution chain are the producer, wholesaler, retailer, agent, franchisee and the consumer.

      The manufacturer saves time and money when he or she uses a middleman. Middlemen are valuable sources of information since they deal directly with the consumer.   Middlemen also provide a variety of choices and are conveniently located.   On the other hand, using middlemen increases the cost of the product and the producer is not sure that the quality of the product will be maintained.


      The choice of channel is influenced by the type of product, the consumer,

the quantity and frequency of the amount to be delivered, the location point of distribution, the budget available and the speed and urgency to fulfil the need.


      Consumers and entrepreneurs experience problems in the distribution of goods and services.

      Some of the problems and possible solutions are as follows:

|Problems                                                           |Solutions                                                     |
|                                                                   |                                                             |
|Inadequate shortage facilities                                     |Lobby the governments to improve these facilities.           |
|Malfunctioning equipment                                           |Implement a maintenance and replacement of equipment plan.   |
|                                                                   |                                                             |
|                                                                   |Train personnel to repair and service equipment.             |
|Poor network systems                                               |Lease with the other transport providers.                     |
|                                                                   |                                                             |
|                                                                   |Lobby government to provide reliable transport service.       |
|Shipment delays                                                   |Investigate causes of delay and take necessary action to     |
|                                                                   |prevent reoccurrence.                                         |
|Misdirection of goods                                             |Train personnel to prevent reoccurrences.                     |
|                                                                   |Outline procedures and laws in leaflets and brochures.       |
|Poor communication among offices                                   |Keep the other parties informed.   Use the Internet for fast   |
|                                                                   |communication among personnel.                               |
|Industrial unrest                                                 |Implement good industrial practices                           |

      The movement of goods and people from one place to another is called transport.   The forms of transport are land, sea or air.   Land transport includes road, rail and tram or pipelines whereas sea transport includes not only the sea but also the rivers and lakes.


      The advantages of using land transport are it is direct and can reach all destinations within the country and, it is reliable since the merchandise is under the control of the van or lorry driver.   Land transport is

cheaper for moving bulky produce inland.   The disadvantages are congestions can cause delays and too many vehicles can pollute the atmosphere.   The installation costs are very high for rails, trams and pipelines.


      Sea transport is particularly suitable for bulky and heavy goods.   It is a very cheap means of transport for heavy items. However, sea transport is slow and may require special containerisation and this increases the cost of the items.


      Transportation is important since it links the raw material with the producers of goods and services.   It links the goods and services with the final consumers.   It supports the production process by bringing the labour to the factory plants and administrative offices.   It also minimizes inventory cost since it eliminates the need to carry large stock and expands the market, thus, the producers can enjoy economies of scale.

      The transportation network should include storage facilities, adequate dock, aircraft and parking spaces.   It should also have adequate warehousing and equipment for the handling of large and heavy containers and packages.

      The factors governing the choice of transportation are:

      1. the nature of the goods;
      2. urgency;
      3. cost;
      4. the reputation of the carriers;
      5. the Insurance and handling charges.


  7. Consumerism is all activities relating to the rights and responsibilities of the consumer.

      The rights of the consumer are to


      1. be heard;
      2. be informed;
      3. choose;
      4. safety;
      5. redress;
      6. a healthy environment;
      7. be educated.

      The consumers’ responsibilities are to seek information and, thus, make independent informed decisions; to inform the producers and governments about their needs; to inform the public about unfair trading practices; and, to protect the environment.


      The functions of Consumers Associations such as the Housewives Associations are to resist any price and unfair trading practices, to be the consumer voice and, thus, lobby private and Governmental agencies to initiate action on consumer issues.


      International consumers’ associations such as Greenpeace International resist degradation of the environment.   Another international organization – Transparency International ensures that Governments operate fairly in the reward of tenders and the spending of state funds.


      At the governmental level various protection laws, such as safety and health laws, are enacted to protect the population.   Agencies and officials such as Bureau of Standards and the Ombudsman establish standards and ensure that the suppliers adhere to these standards.   The Ombudsman investigates complaints of any injustices committed by public officials against a member of the public.   The Ministry of Consumer Affairs educates consumers about their rights and responsibilities

and deals with complaints about private organizations.

      Techniques used in selling are listed below.

        1. Direct sales, which involve contact between the sales person and consumer during the sales     transaction.


        2. Telesales – courtesy calls made to potential clients.   The client is invited to sample the product.   After using the product it is hoped that the client would continue using the product.


        3. Mail Order houses - These are large warehouses from which the client can order directly.   This approach eliminates the middlemen thus lowering cost for the both producers and consumers.


        4. Online Shopping is making purchases on the Internet.   The client, therefore, avoids the long queues and busy street in order to purchase goods or services.


        5. Effective displays are also used to obtain, maintain and increase sales.


        6. Musical jingles and the use of unique statements or phrases are used to attract consumers’ attention.


        7. Low prices are also a strategy used to encourage consumers to increase sales.


        8. Providing reliable and efficient after sales service will ensure future sales.

      The major terms of sales are cash, credit or hire purchase.   Cash sales involve instant payment since banknotes and coins, cheques, credit or debit cards are used to pay for goods and services.   The consumer may be given to opportunity to pay for the goods at a later date on either a credit or hire purchase arrangements.   The seller is able to move his or her stock and the purchaser gets to take possession of the goods or is able to use the services provided.

      Cash discount is an amount given to the buyer for prompt payment(s), while trade discount is given to retailing merchants so that the merchant (buyer) would be able to make a profit.








ANSWER ALL QUESTIONS

  1. Define the terms “Market” and “Marketing”.
  2. Identify the features of the market.
  3. Describe the different types of markets.
  4. Explain the elements of the marketing mix.
  5. Describe market research procedures.
  6. Describe the various types of market research.
  7. Explain the factors that influence consumers’ behaviour.
  8. List the methods a business uses to promote sales.
  9. Explain the role and function of advertising, sales promotion and public relations.
  10. Describe the various kinds of advertisements.
  11. Outline the advantages and disadvantages of advertisements.
  12. Explain the various methods used to promote sales.
  13. What are the advantages and disadvantages of these methods?
  14. Define the term ‘packaging’.
  15. Outline the essential functions of packaging.
  16. Define the term ‘branding’.
  17. Explain the uses of brand names.
  18. List the features of a label.
  19. Describe the major techniques of selling.
  20. List the major terms of

sales used by business.
  21. Discuss the advantages and disadvantages of each term of sales.
  22. Briefly explain the difference between cash and trade discount.
  23. Define the term ‘consumerism’.
  24. List the rights and responsibilities of the consumer.
  25. Name private and governmental organizations that protect the rights of the consumer.
  26. Describe the roles and functions of these organizations.
  27. Describe the various distribution chains.
  28. Outline the advantages and disadvantages of each.
  29. State the role or function of wholesalers and retailers.
  30. Identify the factors that influence the choice of channel of distribution.
  31. Identify the common methods of retailing used in the Caribbean.
  32. Outline the advantages and disadvantages of each method.
  33. Define the term ‘transport’.
  34. List the various forms of transport.
  35. Outline the advantages and disadvantages of each form of transport.
  36. Describe the importance of transport to domestic, regional and foreign trade.
  37. List some of the facilities that the transport network should provide.
  38. Describe the likely problems encountered by importers and exporters of goods.
  39. Describe the preventative measures that can be used to solve these problems.
  40. Explain the factors should be considered when choosing a mode of transport.












Use the diagram below to answer question 41.

          D

Price


      D
    Quantity Demanded

  41. Why does the demand curve slope downward from left to right in the graph above?

    A. Demand increases as price increases.
    B. Demand increases as price decreases.
    C. Price is fixed.
    D. Quantity demanded is fixed.


Use the diagram below to answer question 42.


      Price S










          S
      0 Quantity of Books


  42. As book prices rise:

    A. more books would be supplied.
    B. less books would be supplied.
    C. book supply is undetermined.
    D. book supply remains the same.




  Use the diagram below to answer question 43.


  B                   A




                              D




    C         Potato Chips


  43. Which of the letters (A,B, C or D) represents the equilibrium point in the diagram?




  1. A market is any situation that brings buyers and sellers to interact in order to exchange goods or services.   Marketing is a management process responsible for identifying, anticipating and satisfying consumers’ requirements while at the same time making a profit.

  2. The features of marketing are :


        i) it is a management process involving product, price, promotion and place;


      ii) it aims at satisfying the customer while making a profit;


      iii) it aims at satisfying wants and needs.

  3. The consumer market provides goods and services to satisfy

basic needs such as food, clothing, shelter, transport, and entertainment.

      The commodity market deals with extremely large quantities of raw materials.   It is found in developed countries such as England and the United States.   Buyers and sellers would meet to set prices.   Prices can be set for future goods (future market) or items can be traded on the spot (spot market).


      The money market deals with the financial institutions such as credit unions, commercial banks, discount houses and hire purchase companies that make investments, grant loans and credit to individuals.   These institutions deal with short-term loans.


      The capital market deals with long-term loans to acquire capital goods.


      The foreign exchange market deals with sale and purchase of international currencies.


      The labour market is the market for skills and expertise.   This market brings together the labour suppliers (workers) and those that require the labour (the employers).


  4. The elements of the marketing mix are Product, Price, Promotion, and Place.


      Product is the type of goods or services to be made.   At this stage the quantity to be made, the specification of the product and the needs of the potential buyer(s) are considered.


      The Price is the monetary value at which the seller is willing and able to place the item on the market and the amount the potential buyer is willing to pay for the item.


      Promotion is the method(s) used to inform the consumer about the availability of the product.


      Place refers to the method the firm uses to get the product or service to the consumer.   It is the channel of distribution.








  5. The market research procedure involves the following steps


        i) identifying or defining the market problem(s)
      ii) determining the methods to be used to collect the data
      iii) designing the instrument to collect the data, for example, a questionnaire, interview or by observation;


      iv) analysing the data;
        v) presenting the findings;
      vi) stating conclusions and;
      vii) making recommendations.


  6. A firm may carry out the following market research:


      Consumer research


      Determining what the consumer wants and the level of satisfaction of the consumer.   At this stage the specifications of the product is obtained.


      Product research


      This is done to determine the consumer’s reaction to product changes.


      Packaging research


      Done to determine the most suitable wrapping and labelling for the product.


      Sales research


      This is done to obtain information such as age, gender, income level and geographic location of the target market.


      Advertising research


      This is conducted to measure the effectiveness of the advertising campaign.


      Economic research


      This research will inform the marketer of the impact that various economic changes may have on the sale of the product(s) or service(s).


      Distribution research


      This measures the effectiveness of the channel of distribution chosen and the quality of after-sale service for the product(s).


  7. Consumers’ behaviour is influenced by choice, taste, tradition, income, brand loyalty and belief system.


      Choice - Where there are several competitors in an industry consumers have a wide choice.   For example, in the cooking oil industry the housewife has several choices open to her.


      Taste -   People’s taste differ.   Marketers have to identify these tastes in order to capitalize on this and influence buying patterns.


      Tradition – Longstanding traditions influence consumers.   Housewives tend to follow the pattern of spending of their parents.


      Brand Loyalty – People frequently buy brand products that they have tried and tested especially when other brands are not known to them.


      Price – Where there is plenty competition in that industry and not much product difference, the price of the product may determine whether or not the product is bought.   The cheaper product will be favoured when the quality and quantity is the same.




  8. The methods used by business to promote sales are:


        i) advertising;
      ii) sales promotion;
      iii) public relations strategies.




  9. Advertising - role and function:


        i) highlighting the unique features of a product.   This serves not only to educate the consumer about the product but also to underscore the unique features or main properties;


      ii) improve the firms’ image and seeks to associate the firm with its products;


      iii) can be used to inform the consumer about special events or a change in opening and closing hours;


      iv) to increase in the market share by persuading customers to buy the firm’s product(s) thus stimulating a demand for the product(s);


        v) increase the demand for the product(s).   Special techniques are used to attract clients.


      vi) improve the firm’s public image because this encourages sales.


  10. The types of advertising are informative, persuasive, comparative and reminders.

      Informative advertising gives factual information about a product.   It informs potential customers about the benefits and where the product can be found.


      Persuasive advertising entices the customer to purchase the product by appealing to his or her emotions or using psychological approaches.


      Comparative advertising compares one product with another.


      Reminder advertising serves to inform customers that the product is still available.


  11. The advantages and disadvantages of advertising depend on the medium being used.   The electronic media,

for example, (radio, television and telephone) build and maintain public awareness and are very powerful means of persuading people.   On the other hand, they are very expensive, may involve legal restrictions, and cannot target the desired audience only.

      The printed media has the advantage of giving credibility to articles printed in professional journals.   Updates and changes can be accommodated easily and a permanent record, which facilitates easy referencing, is provided.   The disadvantages are, advertisements are cold and static in presentations and they are usually done in black and white since the use of colour is very expensive.


      Like television and radio, cinema advertisements are vivid.   They can be tailored to target a specific audience.


      To achieve effectiveness, billboards and posters must be strategically placed.   These however must be constantly updated and are, therefore, expensive to maintain.   It can also spoil the landscape and be a source of distraction.


  12. The methods used to promote sales are:

        i) Free samples

          These are mini replicas of the product that are given to the client to sample.

      ii) Coupons

          These are detachable tickets or parts of a document used to entice the holder to receive a gift or cash back benefit.

      iii) Price Discount and cash refunds

          Price discount is a reduction in the ticketed price of the item(s).   Cash refunds are repayments given for the return of damaged items or empties.

      iv) Cash Discount

          This is a refund given for prompt settlement of a debt.

        v) Buy-one-and-get-one-free

          This involves giving an extra item for the same price.



      vi) Contests and sweepstakes

          Consumers are enticed to enter competitions for which sums of money or expensive items are the prizes.

      vii) Trade Shows


          Items are displayed for all potential clients to examine the quality of the product(s).


    viii) Loss Leaders


          An item with a huge discount used to attract clients to the store.


  13. The advantages of sales promotion are that customers are able to examine quality of the product because samples are on display.

      Sales promotion increases the awareness of the product and creates a psychological bond with the customers since the customer’s opinion is taken into consideration, thus, the client is given an opportunity to be part of the product making process.


      The disadvantage is sales promotions are very expensive exercises that increase the cost of production.


      Other methods used to promote the firms’ image are press releases, special awards, sponsorships, and community involvements.


      A Press release draws the public’s attention to the company.


        - Special awards


      The firm’s image is enhanced.


      Sponsorships of individuals and groups enhance the image of the firm.


      In the case of community involvement the firm is seen as fulfilling its social obligations and thus increases its popularity.


  14.   Packaging is the manner in which a product is wrapped, displayed and presented to a consumer.   It can be a wrapping, a bottle, a can or a box.   The product may be wrapped singly or in sets.


  15. The functions of packaging are:

        i) to distribute the product. Consumers would demand various sizes and, therefore, the product needs to be packaged in convenient sizes for the client.

      ii) to protect the product.   The product must be protected during transit, storage, and handling.   It must also be safe for use by the client.

      iii) to identify the product.   The packaging must state the name of the product, give a description of the content and all other information such as weight, instructions for use and safety precautions.

      iv) to promote the product.   Packaging not only attracts clients but also improves the company’s image.

        v) to convey to the public that the company is environmentally friendly. The company should as far as possible use biodegradable and recycle material for packaging its goods.

  16. Branding is the name, term, sign, symbol or design that serves to identify a particular product.   It differentiates the product form other similar products. For example, Coca-Cola from Pepsi.


  17. Brand names help create customer loyalty.   Clients tend to purchase products with the same brand name especially if the brand name signifies quality. Branding gives the owners legal protection because the brand name is registered. It also assists in promotion for the range of products since it is economical to promote the entire range of products collectively. Branding helps the marketer to segment the market more effectively.


  18. The features of a label are:

        i) the name of the product;
      ii) the country of origin;
      iii) the statement of the content of the product;
      iv) the description of the product;
        v) the expiry date (if necessary);
      vi) the instruction for use and the safety instructions;
      vii) the content amount and the grading of the product.


  19. Major methods of selling include:

        i) Direct Selling

          This is selling directly to the consumer thus eliminating the middlemen (agents, wholesalers or retailer).   The salesmen may visit homes, or mail order houses can be used, or online shopping may be done.   The advantage is that the consumer pays a lower price since the charges of the middlemen are eliminated.

      ii) Telesales or Telemarketing

          Courtesy calls are made to clients offering them product samples.   This practice may lead to an order being placed and subsequent orders.

      iii) Display of product(s)

  

        Products are attractively displayed at shop fronts and malls with the hope of enticing clients.


          Unique selling tactic can be used to attract patrons.   These tactics may be the use of a rhyme, a jiggle or a jovial statement.


          Allowing consumers to sample the product is another technique used to encourage sales.


  20. The major terms of sales are cash, credit or hire purchase.




  21. The advantages of cash sales are that payment is prompt and thus the consumer is able to obtain cash discount.   If using cheques, credit or debit cards, the consumer feels secure while purchasing.   Credit and debit cards easily facilitate the settlement of local and international indebtedness.

      The disadvantages are, if using cash, it is unsafe for consumers to shop with large sums of money.   Personal cheques are not always accepted as a form of payment while credit cards attract a large interest rate.


    The advantages of credit sales are the seller is able to keep his or her stock moving while the     purchaser is able to take possession of the goods.   On the other hand, the seller does not receive       immediate cash and may run the risk of too little capital to cover operating expenses.   Also for the seller if inflation is high since any delay in payment means that the currency is depreciated. Also the seller may incur bad debts.

      The final price of goods or services in any credit transaction is much higher since it attracts very high interest rates.

      The advantages of hire purchase arrangements are the hirer (purchaser) has the use of the item(s).

      It is a convenient and easy method to acquire ownership.   The seller at the same time gets to move his or her stock.   Like credit purchases, this arrangement attracts high interest rates and the seller may incur bad debts.

  22. The major difference between a cash discount and a trade discount is that a cash discount is given for prompt payment while trade discount is given among merchants and traders.

  23. Consumerism is all activities relating to the rights and responsibilities of the consumer.

  24. The rights of the consumer are to:


        i) be heard;
      ii) be informed;
      iii) to choose;
      iv) safety;
        v) redress;
      vi) a healthy environment;
      vii) consumer education.

      The responsibilities are:


        i) to seek information;
      ii) to make informed independent decisions;
      iii) to inform the public about unfair business practices;
      iv) to respect the environment.


  25. Private organizations that protect the rights of the consumers are listed below:


        i) The Housewives Association;
      ii) Consumers’ organizations;
      iii) Greenpeace International;
      iv) Transparency International;
        v) The Government agencies that protect the rights of the consumers are:

            - The Bureau Standards
            - The Ombudsman
            - The Judicial System


  26. The roles and functions of private consumers’ bodies.

      The roles and functions of Consumers organisations such as the National Consumer League are to:

        - resist unfair price increases;
        - resist unfair trading practices of sellers example short weights and lengths, sub standard goods and personal abuse;
        - lobby Governments to initiate consumer protection laws;
        - be the voice of the consumer.


      The role and function of Greenpeace’s International is to resist any degradation of the environment, whereas Transparency International’s role is to ensure that Governments operate fairly in the award of tenders and spending of state funds.


      The Government seeks to protect citizens by enacting laws relating to the environment, road safety and issues relating to health.   Some of these laws are the Food and Drug Act, the Public Health Act or the Road Safety Act.


      The Bureau of Standards sets minimum standards to which producers and importers of goods must abide.   This agency is also responsible for all verification and testing of products, educating the public and issuing warnings to producers who are not adhering to standards.


      The Ombudsman investigates and adjudicates on complaints of loss or damages from the public.   He or she also makes recommendations to correct these failures.


      The Ministry of Consumer Affairs addresses all complaints from consumers and gives guidelines to the public on sound buying practices.


  27. The producer may choose to deal directly with the consumer.   This is the shortest channel.   The advantage is the producer has contact with the consumer and is able to obtain information easily.   This route is also the cheapest since it does not involve the use of middlemen.   On the other hand the producer loses time and money because he is dealing directly with clients.   He or she may need to establish a department to deal with consumer complaints.


        i) Another distribution chain may be from the producer to the wholesaler and then to the consumer.   Only one middleman is used.   The wholesaler buys bulk and repackages the goods.   He bears the risk of whether the product will be sold and undertakes the warehousing costs.   The disadvantages are that the producer does not have control over packaging of the product and therefore cannot ensure that quality is maintained.   The producer also does not have direct feedback from consumers.


      ii) The goods may move from the producer to the wholesaler, then to the retailer and then to the consumer.   This is a long chain.   The advantage is that the goods can be repackaged to meet the needs of various clients.   Credit is usually given to clients and thus sales are increased.   Retailers provide convenient outlets for the goods.

  The disadvantage is that feedback from the consumer is slow because the feed back passes through various channels before reaching the producer.


      iii) The producer may choose to use an agent for the distribution.   This is usually done when the goods or services are produced in another country.   The agent is useful since that person would know the culture of the people and, therefore, would be in a better position to assess the selling strategy that would be most effective in that country.

      iv) A franchise may also be granted.   A local person or company may enter into an agreement with the owner(s) of a company to operate a business under the name of the franchise and the company itself.   The advantages are that the brand name is known and greater standardisation of the product is possible.   The disadvantage is that royalties are paid to the foreign owners.


  28. Answer incorporated in the answer of question 1.


  29. (i) The functions of the wholesaler are:


              a) risk bearing;
              b) warehousing of goods;
              c) breaking bulk, that is, repackaging;
              d) promoting sales and market goods or services;
              e) forming the link between consumers and producers (that is, keeping the producer informed);
              f) maintaining a stable price;
              g) granting credit to retailers;

      ii) The functions of the retailer are:


              a) breaking bulk – repackaging;
              b) providing convenient outlets for the customers;
              c) providing credit;
              d) providing a link between wholesales or producer and the customer and therefore a source of information;
              e) providing after-sales service;
              f) offering the customer a wide variety of goods.




  30. The factors that influence the choice of channel are the:

      ii) type of product;
      iii) type of consumer;
      iv) quantity to be delivered;
        v) frequency of delivery;
      vi) location of the consumer;
      vii) budget available;
    viii) speed or urgency requirements to deliver the product to the client.


  31. Common retailing outlets in the Caribbean include:

      Convenience Shop also referred to as parlours or corner shops.   These service the needs of the community.

        i) Hypermarket


          These are becoming very popular in the Caribbean.   They are large shops specializing in many items.   Provides one-stop shops for the consumer cases are restricted to members only.

      ii) Supermarkets

          These are retail outlets for food and household items.   They are conveniently located in malls or city areas.   The main disadvantage is that the overhead cost is usually very high.

      iii) Door-to-door selling or Retailers


          These include the salesmen that travel from village to village selling

their wares.   It also includes the retailers located in the towns.   The main advantage is that sales are made directly to consumers and thus these salespersons are able to obtain immediate feedback.


      iv) Consumer Co-operatives


          These businesses are owned and operated by their members.   Co-operatives usually specialize in a particular line of product for example, agricultural products.   The profits are shared among its members but the organisation may not be properly managed since members may lack the necessary expertise.

        v) Department Stores


          These are large retail outlets, which sell several product lines.   These types of outlets offer a variety of goods.   The prices of goods also include the high overhead and administrative costs.   The goods are pre-packaged and the quantity given may not be required by small families.

      vi) Catalogues and showroom

          A catalogue provides a list of items to be sold, along with the price lists of these items.   Discounted prices are usually given since there are no middlemen.   However, one does not get the opportunity to physically examine the items.

          Showrooms allow one to physically examine the product(s).   Showrooms are very expensive to set up and maintain.

      vii) Mail Order Houses


          Orders are placed in the mail to specified warehouses from which the goods are shipped to the clients’ homes or offices.   The cost of the product(s) is reduced since the middlemen are eliminated.   The disadvantage is that the client does not get the opportunity to examine the item(s).

    viii) Telemarketing and Internet Shopping


          The use of the telephone or Internet to entice potential buyers to make purchases.   Websites and toll free numbers are advertised making it easy for potential clients to place orders.   One is able to have a list of potential clients.   This form of retailing may not always reach the target markets and thus result in a ‘junk mail’ and incur lots of wastage.

      ix) Vending machines and Automatic Teller Machines

          These are self-service machines.   They offer 24 hours service but are easy targets for vandalism.

        x) Shopping Centres and Malls


          These are groups of commercial enterprises located under one roof.   They are conveniently located, with extensive parking facilities.   The overhead and administrative costs incurred in the operations of malls are very high and thus rent to the shops is also high.


  32. Transport is the movement of people or goods from one place to another.


  33. The forms of transport include land, sea and air.





  34. The advantages of land transport are it is direct and can reach all places within a country.   Land transport is fast for short distances and it is reliable since the products are under the control of the driver.   Rail or Tram is best suited

for the movement of large and bulky items and the schedule is fairly reliable.


      The disadvantages of land transport are that the road can become congested, causing delays and at the same time too many vehicles on the road can pollute the air.   Rails and trams, like pipelines, are expensive to install and maintain.   Sea is best suited for bulky and heavy goods that need to be transported over long distances. Nevertheless, this form of transport is slow and may require special containers and must be supported by other means of transport usually land.


      Air transport is the quickest form of transport and is best suitable for light and perishable goods. It is a very expensive form of transport and like sea, it relies on other forms of transport.

  35. Transportation is important to domestic, regional and foreign trade because it moves raw material from one location, which may be in another country to the factories, which may also be in other countries.   In other words, it facilitates local, regional and international trade.   Transportation is therefore a vital stage in the production process.   It increases production because it widens the market since it can reach new markets.   An efficient transport system helps to minimize the inventory holdings of the firm and, thus, more capital is made available for other investments.   Transportation is very important in the industrialisation process since workers need adequate transport to get to work.

  36. The transportation network should include the following facilities:

        i) refrigeration facilities;
      ii) adequate dock spaces;
      iii) adequate parking space for aircraft, trucks, lorries and containers;
      iv) handling and moving facilities, for example, forklift;
        v) warehousing space.


  37. The likely problems encountered by importers and exporters of goods are listed   below:


        i) delayed shipment
      ii) misdirection of goods
      iii) inadequate warehousing
      iv) industrial unrest
        v) ineffective communication
      vi) poor berthing space
      vii) spoilage
    viii) lack of security


  38. The solutions include:

        i) delayed shipment - ask the shippers to keep to schedule;


      ii) misdirection of goods – education and training of personnel, develop brochures to document the procedures for labelling;

      iii) inadequate warehousing - obtain additional warehouse space;

      iv) industrial unrest – implement good industrial practices.




  39. Ineffective communication - develop strategies to improve communication – use of Internet and fax.


        i) poor berthing space - lobby government to improve docking facilities;
      ii) spoilage - improve refrigeration facilities;
      iii) lack of security - employ more security personnel or increase surveillance devices.



  40. The factors to consider when

choosing a mode of transport are:

        i) the distance;
      ii) the cost of transport of the various modes;
      iii) the nature of the goods;
      iv) the urgency factor;
        v) the carrier’s reputation;
      vi) warehousing facilities;
      vii) cost of insurance and handling charges.




  41. B


  42. A


  43. D





TUTOR MARKED ASSIGNMENT



Your homemade ice-cream business has recently experienced a slump in sales since a large ice-cream company set up business in your area.   Draw up a marketing plan that will help you to restore the profitability of your business.   (40 marks)
-----------------------
1 Layne, W. A; Samuel, W. A; and Anthony, K. D; CXC Principles of Business, Cambridge University Press,   Cambridge, 1994



2 Webber, Elsie; and Morrison, Hopeton; Longman Singapore Publishers Pte Ltd, Singapore, 1988
[1] Barratt Michael, and Mottershead; Business Studies Pearson Education Limited, England, 2000 p222

-----------------------
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1. Informative
- states facts about the product

4. ________
- tells customers that the product is still available

2. _______
- appeals to one’s emotion

Types of Advertisements

3. _________
- examine one product against another


Promotion:
Sales- promotion
Advertising
Personal- Selling
Public Relations


Distribution -‘Place’: Transportation
Merchandising

Product:
Product Design, Branding, Packaging

Activities
Product Design
Branding
Packaging
Pricing
Merchandising
Public Relations
Sales promotion
Advertising
Distribution
Transportation
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Sales Agent

Wholesaler

Retailer (for example, importer or exporter)
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Sales Agent
(for example, Computer Companies International Credit Agencies)
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FACTORS INFLUENCING CHOICE OF CHANNEL

Type of product



FACTORS INFLUENCING CHOICE OF CHANNEL

Type of product
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Factors to consider when selecting a mode of transport


Distance


The carrier

Factors to consider when selecting a mode of transport

Costs of transport

Urgency

Warehousing
Facilities

Insurance Costs

Nature of the product
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