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PREFACE

It gives us great pleasure to present the First Edition of the text book on
“Marketing in Banking and Insurance” to the students of Bachelor of
Commerce (Banking and Insurance). This book is written on the lines of the
new syllabus prescribed by the University of Mumbai, with effect from the
Academic Year 2018-19. Questions as per new paper pattern have been
included to enable the students to learn the application of the principles of
marketing.

We request the teachers, students and others to provide constructive
suggestions to further improve the contents and quality of this book.

We are grateful to Himalaya Publishing House Pvt. Ltd. for their kind
co-operation and excellent service in bringing out the First Edition of the book.

Mumbai
26.01.2019 Authors
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CHAPTER

1

INTRODUCTION
Our country, with a population of over 120 crores is one of the biggest markets in the world. Our

economy, based on socialist pattern of growth and development, has moved away from License Raj
and centrally controlled system to a free economy. These reforms in the form of liberalisation,
deregulation, relaxation of trade and investment controls and privatisation have led to increase in
exports and foreign exchange reserves, higher competition and efficiency in the market place and
availability of a variety of goods and services. The result has been a sharp rise in income and
consumption, especially among the growing middle class in urban and rural areas. The economic
policies have resulted in major changes in the marketing environment of the country.

Our country is emerging as a large market for a number of goods and services, such as consumer
goods, durables, financial services, education, health – care, and telecommunication. At the same time,
the competition is increasing in the market place and the companies are wooing the consumers with
discounts and schemes.

The return of multinationals such as Coca-Cola and IBM to India and entry of many other MNCs,
such as General Electric, Pepsi, Motorola, Procter & Gamble, Nokia, LG, Ford, Hyundai, Sony,
Samsung clearly proves that India has a vast market… rising incomes… a booming middle-class,
rising rural elites with adequate purchasing power, offering long-term opportunities for Indian as well
as foreign industries.

There is a definite shift from sellers’ market to buyers’ market, from Caveat Emptor (Buyer
Beware) to Caveat Vendor (Seller Beware). The essence of marketing concept is that the consumer
shall be the centre or the heart of the entire business system. It emphasises consumer-oriented
marketing process. All business operations revolve around consumer satisfaction and service.
Marketing concept advocates serving the consumers and maximising profits at the same time.
Guaranteed route to profits is through customer satisfaction.

Therefore, marketing is considered the most important activity as it provides goods and
services to the society and generates revenue for the organisation.

Introduction to
Marketing Concept
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MARKET

Meaning of Market
The word market is derived from the Latin word “Marcatus”, meaning goods or trade or a place

where business is conducted. Traditionally, market refers to a physical location where buyers and
sellers gather to exchange their goods. In the market, ownership and possession of products is
transferred from the seller to the buyer and money acts as a medium of exchange and measure of
value.

However, the term has a wider meaning and is not confined to a particular area or place where
buyers and sellers meet to exchange goods.

Economists describe a market as a collection of buyers and sellers who transact over a particular
product or service. Marketers view sellers as the industry and the buyers as the market. Business
people use the term market to refer to various grouping of customers, such as Product market,
(Example: Television market), Geographic market (Example: Asian market) or Non-customer group
such as Labour market. The term market is equated with total demand. In this sense, market means
people with needs to satisfy, the money to spend and the will to spend money to satisfy their
wants. Virtual Market is digital in nature. Example: Internet shopping sites such as Flipkart

Let us see a few definitions of “Market”.
1. According to Philip Kotler, “A market consists of all the potential customers showing a

particular need or want who might be willing and able to engage in exchange to satisfy
the need or want”.

2. According to William J. Stanton, “A market may be defined as a place where buyers
and sellers meet, goods and services are offered for sale and transfer of ownership
occurs”.

3. The American Marketing Association defines a market as, “the aggregate demand of
the potential buyers for a product or service”.

It is quite clear from the above definitions that “Market” does not necessarily mean a physical
place. It is an area in which forces of demand and supply operate directly or by means of any kind of
communication to bring about transfer in the title of the goods, even without face to face meeting.

Features of Market
1. In a narrow sense, market refers to a particular place, whereas in a wider sense, any

convenient place, region, state, nation and world can be considered as market.
2. Buyers (demand) and sellers (supply) are the two sides of the market.
3. The needs of the people, their capacity to spend money, their willingness to part with money

and the availability of goods and services are the requirement of the market.
4. The meeting of minds is more important than face-to-face meeting in order to create a

market. The transaction can be completed either personally or through agents and through
modern communication facilities like fax and internet.

5. In the free market system, price is determined by interaction of forces of demand and
supply.
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6. Factors affecting the exchange process are: (a) demand and supply, (b) price, (c) market
information with sellers and buyers and (d) legal control and regulations to ensure fair
price.

7. Feedback information points out buyer’s post-purchase experience. If buyers expectations
are fulfilled, seller will get repeat orders. If dissatisfied, buyers will switch to rival brands.

8. Under market driven approach, consumer service and satisfaction become the focus
around which entire enterprise is centred and through demand satisfaction, profit is
made even against keen competition.

Classification of Goods
There are three types of goods as shown below:

Products

Manufactured
Goods

Agricultural
Goods

Natural Raw
Materials

Industrial
Goods

Consumer
Goods

Industrial
Goods

Consumer
Goods

Industrial
Goods

Fig. 1.1: Type of Goods

1. Manufactured goods may be consumer goods needed for use or consumption by consumers
or industrial goods needed for use by producers in the process of production.

2. Agricultural goods may be in the form of raw materials for industry (cotton, sugarcane) or
consumer goods for immediate consumption.

3. Natural raw materials are the free gifts of nature and they are the raw materials of
industry, such as iron ore.

Durable and Non-durable Products
As the term suggests, durable products offer tangibility and durability. Non-durable products

are normally consumed fast and purchased regularly.
(1) Fast Moving Consumer Goods usually refer to non-durable products. They are also

known as Consumer Packaged Goods. Normally, consumers spend less time and effort in buying these
goods. FMCG includes a variety of products, such a soap, biscuit, shampoo, toothpaste, talcum
powder, etc.

They are relatively high volume and low value products. There are a large number of stock
keeping units to meet the needs of consumers. Packaging plays a major role in attracting the attention
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of consumers. The capital investment in setting up a factory is low and major investment is in brand
promotion and distribution. Launching a new product requires heavy investment and the marketer has
to continue to focus on 4Ps to fight competition and achieve desired volumes and profits.

(2) Consumer durables are tangible goods and are used over an extended period of time. They are
purchased once in a few years. Examples: TV, Refrigerator, etc. The consumer spends a lot of time in
collecting information about various brands/models, discusses with neighbours and friends, check the
prices from various outlets before making purchase decisions. The consumers are concerned about
perceived risk and after-sales service. Therefore, personal selling and after-sales service plays an
important role in selling consumer durables.

High Involvement and Low Involvement Products
Involvement refers to how much time, thought and energy consumers devote to the purchase

process. High involvement products include car, major electronic appliances and residential flat. Many
of the FMCG would come under low involvement products and consumer spends less time and energy
in buying these goods.

MARKETING

Core Marketing Concepts
 A marketer is someone seeking a response from another party known as prospect. If

two parties are seeking to sell something to each other, we call them both marketers.
 A prospect is someone whom the marketer identifies as potentially willing and able to

engage in exchange of values.
 Needs describe basic human requirements like water, air, food, clothing and shelter. They

also need education, entertainment and recreation. Needs are not created by marketing
persons.

 Needs become wants when they are directed to specific objects that might satisfy the need.
A person needs water but wants Pepsi. Wants are shaped by society. Human needs are
limited, but wants are unlimited.

 Demands are wants for specific products backed by ability to pay. Many people want
Harley Davidson motor cycle, but only a few are able and willing to buy one. Therefore,
marketers do not create needs and they influence the wants.

 Exchange involves obtaining a desired product from someone by offering something in
return. Five conditions exist in exchange process.
(a) Existence of at least two parties.
(b) Each party has something that might be of value to other party.
(c) Each party is capable of communication.
(d) Each party is free to accept or reject the offer.
(e) Each party would like to deal with the other party.
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 Exchange takes place when both the parties agree on terms and conditions
Normally, exchange is beneficial to both the parties. Exchange is a process. Two parties are
involved in exchange and they are trying to arrive at mutually agreeable terms. When an
agreement is reached, we say that a transaction has taken place. ‘A’ sells an air-conditioner
and ‘B’ pays ` 25,000/- . This is an example of a monetary transaction. However, a barter
systems involves trading of goods or services for other goods or services. In many villages,
labourers are paid in kind in the form of rice, wheat, etc., instead of wages.

 In a transfer, ‘A’ gives to ‘B’, but ‘A’ does not receive anything tangible in return.
Donations to political parties, gifts, etc., are all transfers. Normally, the transferer receives
thank you letters, house-magazines and invitations to events.

Value and Satisfaction
According to Louis DeRose “Value is the satisfaction of customer’s requirements at the lowest

possible cost of acquisition, ownership and use”.
A product will be successful if it delivers value and satisfaction to the buyer. Value is a ratio

between what the customer gets and what he gives. The customers gets benefits — functional and
emotional benefits. The cost includes monetary costs, time costs, energy costs, etc. Therefore, Value =
Benefits + Costs.

A marketer can increase the value of the product through raising benefits, reducing costs, raising
benefits by more than the raise in costs and lower benefits by less than the reduction in costs.

Satisfaction is a function of perceived performance and expectations. If the performance falls
short of expectations, the customer is dissatisfied. If the performance matches his expectations, the
customer is satisfied. If the performance exceeds expectations, the customer is delighted.

Marketing channels: Three types of channels are available to reach the target consumers,
i.e.: (a) Communication channels (Radio, TV), (b) Distribution channels (Dealers, Distributors) and
(c) Service channels (Banks, Insurance, Transport).

Meaning of Marketing
Marketing is a comprehensive term and it includes all resources and a set of activities necessary

to direct and facilitate the flow of goods and services from producer to consumer. Businessman
regards marketing as a management function to plan, promote and deliver products to the clients or
customers. Human efforts, finance and management constitute the primary resources in marketing.

Marketing starts with identification of customers’ wants and then satisfying those wants through
products and services. The modern concept of marketing is customer-oriented and focuses on earning
profit through customer satisfaction.

Prof. Drucker states that the first function of marketing is to create a customer or market.
Customer is the most important person in the whole marketing process. He is the cause and purpose of
all marketing activities.

According to Philip Kotler “Marketing is a human activity directed at satisfying needs and
wants through exchange process”. All marketing activities are basically for meeting the needs of
customers and also raising social welfare. We have twin activities which are most significant in
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marketing: (a) Matching the product with demand, i.e., customers needs and desires or target market
and (b) The transfer of ownership and possession at every stage in the flow of goods from the primary
producer to the ultimate consumer.

According to William Stanton, “Marketing is a total system of business activities designed to
plan, price, promote and distribute want satisfying products to target markets to achieve
organisational objectives”.

Paul Mazur defined marketing “as the creation and delivery of a standard of living to society”.
This definition catches the real spirit of the marketing process. It has consumer-orientation. It duly
honours the marketing concept which indicates a shift from product to customer-orientation, i.e.,
fulfilment of customer needs and desires. It emphasises the major function of marketing, viz.,
satisfaction of customer and social demand for material goods and services.

Example: In the case of oral care products, currently only 47% of the rural population use
toothpaste, 23% use toothpowder and the rest neither. Targeting non-users in rural areas and
developing awareness about oral hygiene and converting them to toothpowder/paste users.

Marketing people are engaged in marketing ten types of entities, i.e., Goods, Services, Events,
Experiences, Persons, Places, Properties, Organisations, Information and Ideas.

Features of Marketing
1. Marketing activities are aimed at satisfying the needs and desires of consumers and

therefore finding out consumer needs and wants is the starting point for all marketing
activities. It starts with consumers and ends with consumers by satisfying their needs.

2. Marketing is a continuous activity and the goods are manufactured and distributed to the
consumers as per demand.

3. Marketing deals with exchange of goods and services with money as the medium of
exchange.

4. Marketing concept has undergone changes over a period of time, i.e., the recent one is the
societal marketing concept which focuses on three factors, i.e., customer demand
satisfaction, public interest and profitability.

5. Marketing creates time, place and possession utilities. The consumer is able to obtain the
right product at the right time at the right place as and when he requires.

6. Production and marketing are related and production takes place based on the needs and
expectations of the consumer.

7. Marketing facilities in large-scale production, employment opportunities and social welfare.
8. Marketing is an integral part of business. The survival and growth of business depend upon

the effectiveness of marketing operations in an organisation.
9. Marketing is an integrated process and it is based on strategies and plans.
10. The long-term objective of marketing is profit maximisation through customer satisfaction.
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IMPORTANCE/ADVANTAGES OF MARKETING
Marketing is recognised as the most important or significant activity in our society. Production

and consumption are the two wheels of an economy which are linked with by the powerful belt of
marketing. Therefore, production and marketing are the two pillars of an efficient organisation.

Importance of Marketing to the Society
1. Marketing Helps to Achieve, Maintain and Raise the Standard of Living and Quality of

Life of the Society: In our society, there are broadly three classes of people, i.e., Upper, Middle and
Lower class. However, every member of the society requires certain commodities to make a decent
living. A number of products and services such as toothpaste, toothbrush, talcum powder, shampoo,
facecream, shirts, trousers, sarees, medicines, fans, lights, air-conditioners, mobile phones, motor
cycles, cars, books, foodgrains, vegetables, etc., are made available to the consumers through the
process of marketing. Marketing is the means through which production and purchasing power are
converted into consumption. Moreover, marketing process brings new variety of useful and quality
goods to consumers.

2. Satisfaction of Human Wants: Marketing leads to satisfaction of human wants by
maintaining a steady supply of goods and services to consumers.

3. Marketing Increases Employment Opportunities: Just as every industry provides
employment opportunities to thousands of skilled and unskilled labour in various capacities, marketing
also provides employment to millions of people. Marketing is a complex mechanism involving a
number of functions and sub-functions which call for different specialised persons for employment. In
each such function, different activities are to be performed by a large number of individuals or
institutions.

4. Marketing Helps to Increase National Income: The nation’s income is composed of goods
and services which money can buy. Efficient system of marketing reduces the cost to the minimum,
which in turn, lowers the prices and the consumer’s purchasing power increases. This will increase the
national income.

5. Marketing Helps to Maintain Economic Stability and Economic Development: Economic
stability is the sign of any efficient and dynamic economy. Economic stability is maintained only
when there is a balance of supply and demand. If production is more than demand, the excess goods
cannot be sold at acceptable prices. Then the stocks of goods would be piled up and there would be
glut in the market, resulting in fall in price, and depression creeps in. Similarly, if production is less
than demand, prices shoot up resulting in inflation. In such a situation, marketing maintains the
economic stability by balancing the two aspects — production and consumption.

6. Marketing is a Connecting Link between the Consumer and the Producer: Marketing
process brings new items to retail shops from where the consumers can have them.

7. Marketing Removes Imbalance of Supply by Transferring the Surplus to Deficit Areas,
Through Better Transport Facilities and This Brings Price Stabilization.

8. Marketing Helps in Creation of Utilities: Marketing as an economic activity creates
possession, place, time, and information utilities. Exchange creates ownership and possession utilities.
Transport creates place utility. Storage creates time utility. Promotional activities create information
utility.
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1. Form Utility Converting a product into desired
forms

Paddy to Rice, Cotton to Cloth or any
manufactured product

2. Place Utility Transferring products from places of
production to places of consumption

Transporting goods from factories to
different markets

3. Time Utility Shifting products from the time of
production to the time when needed

Warehousing – Goods are kept for a
long period till demanded by consumers

4. Information Utility Informing prospective buyers as to
availability, source, price, etc.

Advertising and sales promotion are
meant to provide product information

5. Possession Utility Transferring ownership from the
seller to the buyer

Exchange process

Fig. 1.2: Utilities Created by Marketing

Importance of Marketing to Individual/Business Firms
(1) Marketing Generates Revenue to Firms: Profit is the core on which the whole

superstructure of business is built. Marketing alone generates revenue or income to an enterprise.
Functions of marketing develop and widen the markets. When markets are widened, sales increases
and thus profit to the firm increases.

(2) Marketing Acts as a Basis for Making Decisions: The problems of the entrepreneur are
what, how, when, how much and for whom to produce. The marketing department collects all
information regarding what, how, when, how much and for whom to produce and this information is
passed on to the top management. The top management uses this information for decision-making.

(3) Marketing Helps the Top Management to Manage Innovations and Changes: Marketing
and innovations are the two basic functions of any business. We are living in a dynamic world. There
is nothing permanent except change. Change is the essence of life and change means progress. The
behaviour and demand of consumers keep on changing. Hence, in order to run a business successfully,
a businessman should adapt himself to the changing preferences, changing styles, changing fashions,
etc., and innovate new customers, new products, new markets, new methods and procedures.
Marketing helps to adopt change and innovation. Retailers communicate to the wholesalers about
consumers’ demand. Wholesalers, in turn, communicate to manufacturers about market demand.
Market research also acts as a source of marketing information on consumer behaviour and market
trends.

Marketing Functions
Modern marketing involves the following functions.
1. Product Planning: It involves development and commercialisation of new products,

modification of existing lines and discontinuation of unprofitable products.
2. Packaging: The main purpose of packaging is to preserve the quality and quantity of the

contents during storage and transit. Besides, it has tremendous advertisement value, and
facilitates the sale of a product.
Example: Sachet packing has created a revolution in the shampoo industry.
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3. Product Pricing is an important component of marketing. Pricing decisions affect all the
parties involved in production, distribution, selling and consumption of goods. Price affects
the volume of sales and profit.

4. Advertising and Sales Promotion: Advertising is a method of business communication to
the prospective customers and the main objective is to promote the products. Sales
promotion includes activities such as demonstrations, displays, dealer schemes that stimulate
purchases by dealers/consumers. The marketing manager has to take decisions regarding the
advertisement/sales promotion activities.

5. Marketing Research: Involves systematic gathering, recording and analysing of data about
problems connected with the product, pricing, promotion and distribution. It deals with
research on customer demand, i.e., behaviour of customers, analysis of sales data, market
share, etc.

6. Management of Salesforce: Salespersons are the backbone of the organisation and success
of the organisation depends upon how effectively they are able to sell goods and services to
meet the changing needs of the customers. The salesperson has to educate the customers on
products and services, sell the same with benefit to the customer and profit to the seller.

7. Distribution: The main objective of distribution is to ensure that the right product is
available at the right place as and when required by the customer. Distribution includes
channel members, warehousing, transportation, financing etc.

SELLING VS. MARKETING
Marketing is the creation and delivery of a standard of living. Marketing involves: (a) finding out

what the consumers want, (b) planning and developing a product or service that will satisfy those
wants, and (c) determining the best way to price, promote and distribute the product or service.
Therefore, marketing is a total integrated process, which aims at customer satisfaction and business
success. Under the selling concept, the company makes a product and then uses various methods of
selling to persuade a customer to buy the article.

In his celebrated article ‘Marketing Myopia’, (Myopia means Shortsightedness) T. Levitt offers
the best contrast between selling concept and marketing concept:

1. Selling focuses on the seller’s needs, marketing on the buyer’s needs.
2. Selling is pre-occupied with the seller’s need to convert his product into cash; marketing

with the idea of satisfying the customer’s needs by means of the product and the whole
cluster of things associated with creating, delivering and finally consuming it.

3. Selling aims at profit through sales volume; marketing aims at profit through serving
customer demand.
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The differences between selling and marketing concepts are given in Fig. 1.3.

Selling Concept Marketing Concept

1. Selling involves planning, direction and
control of the personal selling activities of a
business unit including recruitment, selection,
training, motivation, compensation of
salesforce.

1. Marketing involves: (a) finding out what the
consumers want, (b) planning and developing a
product or service that will satisfy those wants,
and (c) determining the best way to price,
promote and distribute the product or service.

2. Emphasis is on the product. 2. Emphasis is on consumer wants.

3. Company makes a product and then finds out
how to sell it.

3. Company first finds out what the consumer
wants and then develops and supplies the
product to satisfy those wants.

4. Emphasis is on company needs. 4. Emphasis is on market needs.

5. Selling is production-oriented. 5. Marketing is consumer-oriented.

6. Selling assumes that the goods can be easily
sold.

6. Marketing believes that the consumer is the
king and goods should meet his wants and
preferences.

7. In selling, once the goods are sold, the seller
does not think about the consumer.

7. All marketing activities start with the
consumer and end with the consumer.

8. Selling aims at profit maximisation by
increasing sales volumes and profit is the
primary aspect in selling.

8. Marketing believes in profitable sales through
customer satisfaction.

9. Selling aims at converting goods into cash and
has narrow perspective.

9. Marketing has long-range objectives such as
customer satisfaction, growth and market share.

10. Selling concept is traditional and outdated. 10. Marketing concept is modern and accepted
universally.

Fig. 1.3: Selling versus Marketing

STUDY QUESTIONS
1. What is a market? What are the features of market?

2. Define marketing and explain the marketing functions

3. Distinguish between selling and marketing.

4. Discuss the importance of marketing to business firms

5. Write short notes on the following:

(a) Value and satisfaction

(b) Needs, wants and demand

(c) High Involvement goods

(d) Durable and Non-durable goods



11Introduction to Marketing Concept

6. Select the Right Answer from the Options Given Below.

1. The word market refers to

(a) Physical location

(b) Total customer demand

(c) An are a in which forces of demand and supply operate

(d) All the above

2. Consumer goods include

(a) Bathing soap (b) Toothpaste

(c) Shampoo (d) Refrigerator

(e) All the above

3. Societal marketing concept focuses on

(a) Customer satisfaction (b) Social welfare

(c) Profitability (d) All the above

4. Selling concept focuses on

(a) Company needs (b) Company’s products

(c) Profit maximisation (d) All the above

[Ans.: 1. (d), 2. (e), 3. (d), 4. (d)]

7. State True or False

1. Modern salespeople are not only sales-oriented but also customer-oriented.

2. Marketing Myopia means shortsightedness of the eye.

3. Marketing functions include advertising and sales promotion.

4. Marketing creates place, time, possession, form and information utilities.

5. Marketing leads to satisfaction of human wants.

6. Marketing channels include communication channels, distribution channels and service channels.

[Ans.: 1. True, 2. False, 3. True, 4. True, 5. True, 6. True]

8. Match the Following.

Column A Column B

1. Satisfaction (a) Expectations and performance

2. Demand (b) Consumer goods

3. Objective of Marketing (c) Maximise production

4. Manufactured Goods (d) Buyer’s market

5. Production Concept (e) Customer satisfaction and profit

6. Dominance of Customers (f) Ability and willingness to pay

[Ans.: 1. (a), 2. (f), 3. (e), 4. (b), 5. (c), 6. (d)]
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