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ALLAMA IQBAL OPEN UNIVERSITY, ISLAMABAD 

Course: Marketing Management (447)  •  Level: ADB 

Semester: Autumn 2026 

Assignment No. 1 

SOLVED ASSIGNMENT GUIDE 

(For Study & Reference) 

Note: This guide is prepared for study and reference purposes only. Students are advised to read the 

relevant units of the course book, understand the concepts, and then write the assignment in their own 

words. Copying this guide word for word is not recommended. Total marks of the assignment are 100 

and pass marks are 50. 

 

Question 1: Competitive Analysis and Market Roles — Leader, 

Challenger, Follower and Nicher (20 Marks) 

Discuss competitive analysis and market roles (leader, challenger, follower, niche).  

Introduction 

No business works in an empty market. Every firm that sells tea, soap, mobile phones, banking 

services or soft drinks in Pakistan competes for the same customer’s money against other firms 

offering similar satisfaction. Marketing success therefore depends not only on understanding 

customers but also on understanding competitors: who they are, what they want to achieve, 

where they are strong and weak, and how they are likely to react when attacked. This 
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systematic study is called competitive analysis. Once a firm knows its competitive position, it 

also discovers the role it is playing in the market. Philip Kotler classifies firms into four market 

roles according to their market share and behaviour: the market leader, the market challenger, 

the market follower and the market nicher. Each role requires a different strategy. A leader 

must defend and expand its position, a challenger must attack carefully, a follower must imitate 

intelligently without provoking war, and a nicher must serve a small segment so well that larger 

firms find it unattractive to enter. This answer first explains the steps of competitive analysis 

and then discusses each market role with its strategies and suitable examples. 

What Is Competitive Analysis? 

Competitive analysis is the process of identifying the firm’s key competitors, assessing their 

objectives, strategies, strengths, weaknesses and reaction patterns, and using this knowledge 

to decide which competitors to attack and which to avoid. Good competitive analysis is 

continuous, because competitors keep changing prices, launching products, opening outlets 

and signing celebrities. A firm that studies rivals only once a year will always be surprised. In 

practice, marketing managers collect competitive intelligence from sales staff reports, 

distributors, trade fairs, advertisements, social media pages, annual reports, price lists collected 

from markets, and the firm’s own customers, who happily explain why they switched to or from 

a rival brand. 

Steps in Analysing Competitors 

 Identifying competitors: Competition exists at several levels. At the narrowest level are 

brand competitors offering the same product to the same customers, for example Tapal 

versus Lipton in branded tea. At a wider level are industry competitors, all makers of the 
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same product class; form competitors, all products providing the same service, such as all 

hot beverages; and generic competitors, all products competing for the same consumer 

money, such as tea competing with soft drinks and juices for refreshment spending. A wise 

firm watches all four levels, because the most dangerous competitor is often the one 

coming from outside the obvious list. 

 Assessing competitors’ objectives: Each competitor seeks a mixture of profit, market share, 

cash flow, technological leadership and service reputation. A firm hungry for share will cut 

prices and spend heavily on promotion, while a firm milking a brand for profit will avoid 

expensive fights. Knowing what the rival wants helps predict what it will do next. 

 Identifying competitors’ strategies: Firms that follow the same strategy in the same target 

market form a strategic group. Mapping these groups shows which rivals are direct threats 

and which open spaces in the market are still unoccupied. 

 Assessing strengths and weaknesses: The firm collects data on each rival’s sales, share, 

product quality, distribution coverage, financial strength and brand image, and benchmarks 

its own performance against them. Tools such as SWOT analysis and Porter’s five forces are 

commonly used at this stage. 

 Estimating reaction patterns: Some competitors react quickly and fiercely to any attack, 

some react only to certain moves, some react slowly because of bureaucracy, and some 

hardly react at all. Knowing a rival’s typical reaction tells the firm whether an attack will 

start a costly war or will be quietly tolerated. 

USMAN NOTES  |  AIOU Code 447 Solved Assignment 1 (Autumn 2026) Official Portal: www.usmannotes.com

Page 4 of 28 - USMAN NOTES (100% Quality Academic Reference) WhatsApp Orders: +92 324 5836626

USM
AN N

OTES

www.u
sm

an
no

te
s.c

om



Solved Assignment Guide — AIOU Marketing Management (447) — Page 5 

 Selecting competitors to attack or avoid: Finally, the firm decides where to compete. It may 

attack weak, poorly serving competitors, avoid strong and satisfied leaders, or reposition 

itself into a space where competition is weak. 

 

Figure 1: An illustrative market structure. One leader holds the largest share; challengers, followers and 

nichers divide the rest. Shares differ from market to market — draw this chart from your own market data 

when you adapt this answer. 

The Market Leader 

The market leader is the firm with the largest share in the relevant market. It usually leads in 

price changes, new product introductions, distribution coverage and promotional spending, and 

other firms consciously copy, challenge or avoid it. Examples include Nestlé in many packaged-

food categories and Unilever brands in several home and personal care categories in Pakistan. 

Leadership is profitable but never safe: the leader is the target of every challenger, of 

government regulation and of public criticism. Kotler suggests three tasks for the leader. First, 

expanding total market demand, because the leader gains the most when the whole pie grows: 
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it can find new users, promote new uses, and encourage more usage per occasion. Second, 

protecting current market share through continuous innovation, excellent distribution, 

competitive pricing and strong promotion, plugging every gap a challenger could enter. Third, 

expanding market share further, which can raise profitability when share is bought at 

reasonable cost, though beyond a point very high share attracts legal and political attention. A 

leader must therefore behave like a champion who trains daily: satisfied leaders who stop 

innovating, as happened to once-dominant mobile phone brands, lose the crown surprisingly 

fast. 

The Market Challenger 

Market challengers are the runner-up firms that fight hard to increase their share, often by 

attacking the leader or firms of their own size. A challenger must first define a clear strategic 

objective, usually an increase in market share, and choose a specific opponent. It then selects 

an attack strategy. In a frontal attack it matches the leader’s product, price, advertising and 

distribution head-on; this succeeds only when the challenger has greater resources or a real 

advantage, otherwise it is the costliest and riskiest route. In a flank attack it strikes at the 

leader’s weak points, for example underserved cities, a neglected segment or poor after-sales 

service. An encirclement attack pressures the rival on many fronts at once, while a bypass 

attack avoids the leader entirely by entering new geographic markets or new technologies. 

Guerrilla attacks are small, intermittent actions — selective price cuts, short promotional blitzes 

and local campaigns — used by a smaller challenger to harass a big rival without provoking full 

retaliation. In Pakistan’s beverages and telecom markets, challenger brands have repeatedly 

used aggressive pricing, heavy advertising and wider rural distribution to chip away at leaders, 
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which shows both the opportunity and the expense involved: challenging is a strategy for firms 

with deep pockets and patience. 

The Market Follower 

A market follower is a runner-up firm that wants to hold its share without rocking the boat. 

Following is not cowardice; in many industries it is highly profitable. The follower learns from 

the leader’s experience without paying the leader’s research, experimentation and market-

education costs, copies or improves proven products, and earns steady profits while avoiding 

direct retaliation. Followers must still keep manufacturing costs and prices low and quality and 

service high, and they must grow with the market so that they do not become an easy takeover 

or attack target. Kotler distinguishes close followers, who imitate in most segments, from 

distant followers, who copy some things but differentiate in packaging, service or location. 

There is also a dishonest form — the counterfeiter and the cloner — which copies illegally and 

must be distinguished from legitimate following. The follower’s central skill is choosing a path 

of growth that does not trigger the leader’s anger: it competes on service, location, financing 

and reliability rather than declaring war on price or advertising. 

The Market Nicher 

A market nicher serves small segments, called niches, that the larger firms overlook or ignore. 

Niching is the natural strategy of small and medium firms, and increasingly of divisions of large 

firms too. The ideal niche is big enough to be profitable, has growth potential, is unattractive to 

major competitors, and can be served superbly with the firm’s special skills and goodwill. 

Nichers specialise in many ways: by end user (for example, uniforms only for hospitals), by 

customer size, by geography, by one product or feature, by quality and price tier, or by 

USMAN NOTES  |  AIOU Code 447 Solved Assignment 1 (Autumn 2026) Official Portal: www.usmannotes.com

Page 7 of 28 - USMAN NOTES (100% Quality Academic Reference) WhatsApp Orders: +92 324 5836626

USM
AN N

OTES

www.u
sm

an
no

te
s.c

om



Solved Assignment Guide — AIOU Marketing Management (447) — Page 8 

customised service. A premium bottled-water brand serving offices, an organic honey producer 

selling through social media, or a tailor specialising in bridal wear in one city are all nichers: 

none can fight national leaders, yet each can be the first choice of its small group of customers. 

The main risk of niching is that the niche may dry up or become so attractive that a giant enters 

it; the protection is to keep serving the niche better than anyone else and, where possible, to 

expand into two or more related niches instead of depending on one. 

Table 1: The four market roles compared 

Role Position Main aim Typical strategy 

Leader Largest market share Expand the market and 
defend share 

Innovation, full 
coverage, competitive 
pricing, plugging gaps 

Challenger Strong runner-up Gain share from rivals Frontal, flank, 
encirclement, bypass or 
guerrilla attack 

Follower Runner-up content with 
its share 

Profitable stability, 
avoid retaliation 

Copy and improve 
proven offers; compete 
on service and cost 

Nicher Small firm or unit Dominate a small 
segment 

Specialisation by user, 
geography, quality or 
service 

 

Balancing Customer and Competitor Orientation 

A final caution completes the analysis. A firm can become so competitor-centred that it spends 

its life reacting to rivals and forgets the customer, or so customer-centred that it is blind-sided 

by a new rival. The balanced firm of today is market-oriented: it watches both customers and 

competitors, builds its plans around superior customer value, and treats competitive analysis as 

a means to serve customers better, not as an end in itself. It also behaves ethically and legally: 

gathering public information about rivals is legitimate intelligence, while stealing plans, 
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spreading false rumours or copying brands dishonestly is neither good marketing nor good 

conduct. 

Conclusion 

To conclude, competitive analysis — identifying rivals, reading their objectives and strategies, 

weighing their strengths and weaknesses and predicting their reactions — tells a firm where it 

stands, and the four market roles describe what it should do with that knowledge. The leader 

expands and defends the market, the challenger attacks selected weak points with a chosen 

strategy, the follower imitates intelligently and profits quietly, and the nicher becomes 

indispensable to a small segment. No role is permanently superior: leaders fall when they grow 

complacent, challengers win when they attack weaknesses rather than strengths, and small 

nichers often earn the healthiest margins of all. The correct strategy always begins with an 

honest answer to one question: what is our real role in this market today? 

Question 2: Product and Service Strategies — Differentiation and 

Positioning (20 Marks) 

Explain product and service strategies, including differentiation and positioning.  

Introduction 

The product is the heart of the marketing mix. Price, promotion and distribution can only sell 

what the product promises, so the decisions a firm takes about its products and services decide 

its long-term fate. A product is anything offered to a market for attention, purchase, use or 

consumption that might satisfy a want or need: a physical good, a service, an experience, a 

place, an organisation or an idea. Services — banking, education, healthcare, transport, repair, 

entertainment — differ from goods because they are intangible, inseparable from their 
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provider, variable in quality and perishable, and they therefore need special strategies of their 

own. Closely connected with product strategy are two of the most powerful ideas in marketing: 

differentiation, creating real and perceived differences that customers value, and positioning, 

occupying a clear and distinctive place in the customer’s mind. This answer explains the levels 

of a product, the main product and service strategies available to a firm, and then discusses 

differentiation and positioning in detail with examples. 

Levels of a Product 

Marketers plan a product at five levels, each adding more customer value. The core benefit is 

the fundamental service the buyer is really buying: a student buying an AIOU course is really 

buying recognised education and a better future, not books and assignments. The basic product 

turns the benefit into a tangible offer: study material, tutor support and examinations. The 

expected product is the set of attributes buyers normally expect, such as accurate books, timely 

dispatch and fair marking. The augmented product exceeds expectations with extras such as 

online classes, a student portal, SMS alerts and degree verification services. The potential 

product covers all future improvements the offer might undergo. Competition in mature 

markets is fought mainly at the augmented level, which is why two universities, banks or hotels 

with identical basic products can charge very different prices: the extras, reliability and 

treatment surrounding the basic product are different. 

Table 1: Five levels of a product, illustrated by a private hospital 

Level Meaning Hospital example 

Core benefit The basic need satisfied Health, recovery and peace of 
mind 

Basic product The benefit in tangible form Doctors, beds, operation theatre, 

USMAN NOTES  |  AIOU Code 447 Solved Assignment 1 (Autumn 2026) Official Portal: www.usmannotes.com

Page 10 of 28 - USMAN NOTES (100% Quality Academic Reference) WhatsApp Orders: +92 324 5836626

USM
AN N

OTES

www.u
sm

an
no

te
s.c

om



Solved Assignment Guide — AIOU Marketing Management (447) — Page 11 

medicines 

Expected product What buyers normally expect Cleanliness, qualified staff, 
honest billing, timely reports 

Augmented product Extras beyond expectation Online reports, appointment 
reminders, ambulance, follow-up 
calls 

Potential product Future possible improvements Telemedicine, home nursing, 
health packages and apps 

 

Product Strategies 

At the level of the individual product, the firm decides on attributes, branding, packaging, 

labelling and support services. Product attributes cover quality, features and design: quality 

itself has two dimensions, the level of performance and its consistency over time, and the wise 

firm chooses a quality level its target customers can pay for, then delivers it without variation. 

Branding gives the product an identity that customers can remember, trust and ask for by 

name; a strong brand reduces the customer’s risk, allows premium pricing and makes every 

future launch easier. Packaging protects the product but also performs silent selling at the 

shelf, carries information and convenience, and in food and medicine carries safety and legal 

information as well. Beyond the single product, the firm manages a product mix: its width (how 

many product lines), length (how many items in total), depth (variants of each item) and 

consistency. Line-filling, line-stretching upward or downward, and pruning weak items are 

continuing mix decisions, because a line that only grows becomes a warehouse of slow stock 

and confused customers. 
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Service Strategies 

Services need additional strategies because of their special characteristics. Because services are 

intangible, providers make them tangible through premises, equipment, staff appearance, 

brochures and symbols — a bank’s clean branch and professional staff are physical evidence of 

an invisible promise. Because production and consumption are inseparable, the customer 

participates in the service, so staff selection, training and courtesy become marketing decisions, 

and managing the service encounter and waiting experience matters as much as the technical 

result. Because quality varies, service firms standardise processes, train and monitor staff, 

invite feedback and operate recovery systems that fix failures quickly and generously. Because 

services are perishable — an empty airline seat or an idle clinic hour is lost forever — they use 

off-peak pricing, reservations and part-time capacity to match demand and supply. Service 

firms pursue three additional tasks: managing differentiation through innovation, people and 

process; managing service quality by closing gaps between customer expectations and delivery; 

and managing productivity without damaging the human warmth customers pay for. In 

examinations of service quality, customers judge reliability, responsiveness, assurance, 

empathy and tangibles, and reliability — doing it right the first time — is usually the most 

important of the five. 

Differentiation: Creating Valued Differences 

Differentiation means designing the offer to deliver a set of meaningful differences that 

distinguish it from competitors. A difference is worth promoting only when it is important to 

buyers, distinctive, superior, communicable, affordable and profitable, and hard for rivals to 

copy quickly. Products can be differentiated through form, features, performance, durability, 
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reliability, style and customisation. Services are differentiated through ordering ease, delivery 

speed and care, installation, customer training, consulting and repair support. People 

differentiation comes from better-selected, better-trained and more courteous employees; 

channel differentiation from superior coverage and channel expertise; and image 

differentiation from symbols, colours, sponsorships and reputation built over years. The 

strongest differentiations are those rooted in real operations: a delivery company that 

genuinely delivers in one day, a university that genuinely answers students quickly, or a 

restaurant whose taste cannot be matched. Differentiation claimed only in advertising collapses 

at the first purchase, and disappointed customers punish the firm by telling others. 

Positioning: Winning a Place in the Mind 

Positioning is arranging the offer so that it occupies a clear, distinctive and desirable place 

relative to competing products in the minds of target consumers. Differentiation creates the 

differences; positioning chooses which of them to plant in the customer’s memory and repeats 

them consistently in every element of the mix. The process begins with identifying possible 

competitive advantages, selecting the right ones, and then developing a positioning statement: 

for (target segment), our brand is (category) that (point of difference), because (reason to 

believe). Firms position on specific attributes, benefits, usage occasions, user classes, against a 

competitor, or on quality and price together — more for more, more for the same, the same for 

less, less for much less, or more for less. Each position must be delivered, not merely declared: 

if a bank positions itself on speed, its queues, app and complaint handling must all be fast. 

Common errors are under-positioning, where buyers have only a vague idea of the brand; over-

positioning, where the image is so narrow that buyers overlook the brand for other needs; 
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confused positioning from frequent changes; and doubtful positioning, where claims are not 

believed. Good positioning is therefore simple, consistent and credible, and it is protected by 

repositioning only when the market genuinely changes, not whenever a new manager arrives. 

Conclusion 

In conclusion, product and service strategies decide what the customer actually receives: the 

five product levels, careful decisions on quality, branding, packaging and the product mix, and 

service strategies that manage intangibility, variability and perishability. Differentiation builds 

real, valued differences into the offer — in the product, its services, its people, its channels and 

its image — while positioning selects the one clear idea the brand will own in the customer’s 

mind and aligns the whole marketing mix behind it. Firms that master both are rarely forced 

into price wars, because customers are no longer comparing identical offers; they are choosing 

a meaning, a level of trust and an experience that only one brand provides. 

Question 3: Pricing Strategies and Psychological Pricing, with 

Examples (20 Marks) 

Discuss pricing strategies and psychological pricing with examples.  

Introduction 

Price is the only element of the marketing mix that produces revenue; all the others produce 

cost. It is also the most flexible element, the one customers notice immediately and the one 

competitors can copy within hours. Yet pricing is often the least thoughtfully managed decision: 

costs are calculated, a margin is added, and the result is called a strategy. Good pricing starts 

outside the firm, with the value customers perceive, their price sensitivity, demand at different 

prices and the prices of rivals, and only then checks whether costs allow a fair profit. A firm first 
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sets pricing objectives, analyses demand, costs and competition, and then chooses a strategy 

suited to the product’s life-cycle stage and its position in the market. This answer discusses the 

main pricing strategies used for new and established products and then explains psychological 

pricing in detail, with everyday examples from Pakistani and international markets. 

Pricing Objectives and Influences 

Pricing objectives include survival in hard times, maximum current profit, maximum market 

share, market skimming for maximum revenue from early buyers, and product-quality 

leadership in which a high price signals and finances the best quality. On the demand side, the 

price elasticity of demand tells the firm how strongly quantity responds to price: demand for 

necessities with few substitutes is inelastic, so increases are tolerated, while demand for 

discretionary goods with many substitutes is elastic, so increases empty the shop. Costs set the 

floor of price, competitors set a reference range, and government rules, channel margins and 

company policy narrow the final choice. The wise marketer therefore treats the customer’s 

perception of value as the ceiling, costs as the floor, and competitors’ prices as the window 

through which to look before deciding. 

Pricing Strategies for New Products 

For a genuinely new product, two opposite strategies dominate. Market-skimming pricing 

launches at a high price to skim maximum revenue layer by layer from buyers who value the 

novelty most, then lowers the price to attract the next, more price-sensitive layer. It suits 

products with strong initial demand, high perceived quality and image value, and costs that do 

not punish small initial volumes; new smartphones, new car models and branded fashion 

launches in Pakistan routinely open at premium prices that soften within months. Market-
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penetration pricing does the reverse: it launches low to enter fast, win a large share, spread 

fixed costs over volume, build loyalty and discourage competitors from entering at all. It suits 

price-sensitive markets with low production costs at scale and strong threat of competition; 

low-cost mobile packages, new snacks and subscription services commonly penetrate this way. 

The figure below contrasts the two paths: choosing between them is choosing between 

harvesting early profit from a few buyers and building a large, defensible customer base. 

 

Figure 1: Skimming starts high and steps down; penetration starts low and builds volume first. 

Pricing Strategies for Established Products and Mixes 

Established offers use a wider family of strategies. In product-line pricing, prices are stepped 

across a line so that each model signals a clear jump in value: a refrigerator or television range 

priced in clear steps guides customers to trade up. Optional-product pricing prices the base 

product attractively and earns margin on accessories and options, as with printers and their 

cartridges or cars and their fittings. Captive-product pricing keeps the main product cheap and 

the must-have supplies profitable. By-product and product-bundle pricing either recover value 
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from waste material or combine several items at a bundle price lower than the sum of parts, as 

in combined internet, TV and phone packages and family meal deals. Across markets, firms 

adjust prices through discounts and allowances (cash, quantity, seasonal and trade discounts), 

promotional pricing (special events, low-interest financing, loss leaders), geographical pricing, 

and discriminative pricing in which the same product sells at different prices to different 

segments, places or times — student discounts, matinee cinema tickets and peak and off-peak 

electricity and travel tariffs are everyday examples. Dynamic pricing, now common in ride-

hailing, airlines and online retail, adjusts prices continuously to demand and supply, and must 

be managed carefully so customers do not feel cheated when they compare what two buyers 

paid. 

Psychological Pricing: Pricing for the Mind 

Psychological pricing recognises that buyers respond to more than the arithmetic of a price: 

they respond to what the price seems to say. Its best-known form is odd or charm pricing, 

ending prices in 9, 99 or 95, so that Rs. 999 is processed by the mind as “below one thousand” 

and Rs. 4,999 feels far cheaper than Rs. 5,000 although the difference is one rupee. Pakistani 

bazaars, clothing brands, mobile-phone shops and online stores use this device constantly, 

including Daraz sale prices ending in 9. A second form is prestige or premium pricing, in which a 

deliberately high price is itself the attraction: perfumes, watches, designer clothing and 

premium consultancy are bought partly because their price announces quality and status, and 

cutting the price would damage rather than help demand. Third, reference pricing places the 

product beside a higher-priced alternative so that it looks reasonable: the medium popcorn 

looks sensible only next to the large one, and a suit looks fairly priced beside the premium line 
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on the same rack. Fourth, price lining offers clearly separated tiers — good, better, best — 

which simplifies the customer’s decision and encourages trading up to the middle tier, which is 

often the seller’s true target. Fifth, bundle and partitioned presentation change perception: 

showing delivery or installation as a separate small charge, or advertising a low monthly 

instalment instead of the full price, makes the total feel bearable even when it is unchanged. 

Sixth, promotional framing — “was Rs. 2,000, now Rs. 1,400”, sale tags and limited-time offers 

— uses the old price as an anchor so the new price is judged as a saving rather than a cost. 

Table 1: Psychological pricing techniques with examples 

Technique How it works Example 

Odd / charm pricing Price just below a round number 
feels smaller 

Shirt at Rs. 1,999 instead of Rs. 
2,000 

Prestige pricing High price signals quality and 
status 

Imported perfume, luxury watch 
brands 

Reference pricing Comparison item makes target 
item look fair 

Medium meal priced between 
small and large meals 

Price lining Clear good-better-best tiers guide 
choice 

Mobile phones in basic, mid-
range and flagship tiers 

Instalment framing Small periodic figure feels 
affordable 

“Only Rs. 2,850 per month” for a 
refrigerator 

Anchor discount Struck-through old price frames a 
saving 

Online sale: was Rs. 5,000, now 
Rs. 3,499 

 

Psychological pricing works because buyers are human, not calculators: they read prices from 

left to right, remember round thresholds, use price as a shortcut for quality when they cannot 

judge quality directly, and judge a price against the references around it. But it has limits and 

duties. Charm pricing loses power when every competitor uses it and when buyers round up 

mentally; false “was” prices and fake discounts deceive customers, violate fair-trading 
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expectations and destroy trust when discovered, which in the long run costs far more than the 

extra sales gained. Honest psychological pricing presents a genuinely fair price in its most 

understandable form; dishonest pricing invents the saving itself. 

Conclusion 

To conclude, pricing strategy matches the price to the firm’s objective, the sensitivity of 

demand, its costs and the behaviour of competitors: skimming harvests early value, penetration 

buys share and scale, line, captive, bundle and discriminative pricing manage the whole mix, 

and dynamic pricing follows demand in real time. Psychological pricing then presents the 

chosen price so that it feels as fair as it is: charm endings soften round thresholds, prestige 

prices certify quality, references and tiers guide comparison, and instalment framing spreads 

the pain of payment. The lasting rule is simple — set price by value, check it against cost and 

competition, present it honestly, and remember that a price is not merely a number but a 

message about what the firm believes its product is worth. 

Question 4: Channel Management and Logistics Decisions in the 

Marketing Mix (20 Marks) 

Explain channel management and logistics decisions in the marketing mix. 

Introduction 

A brilliant product at a fair price still fails if the customer cannot find it, cannot get it on time, or 

receives it damaged. Distribution — the place element of the marketing mix — covers the two 

connected sets of decisions examined in this answer: channel management, which decides 

through which intermediaries the product will travel from producer to consumer and how 

those partners will be selected, motivated and controlled; and logistics, also called physical 
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distribution or supply-chain management, which decides how products will be stored, handled, 

transported and kept in stock so that the right goods reach the right place, at the right time, in 

the right condition and at a reasonable cost. Channels create time, place and possession utility: 

they make goods available when and where customers want them and transfer ownership 

smoothly. In a country like Pakistan, where a manufacturer may sell through national 

distributors, thousands of small retailers, modern trade, pharmacies, direct sales teams and 

online platforms simultaneously, managing these flows well is one of the strongest and least 

copyable competitive advantages. 

Marketing Channels and Their Functions 

A marketing channel is a set of independent organisations involved in making a product or 

service available for use or consumption. Intermediaries exist because they perform functions 

more efficiently than most producers can: they gather information about markets, promote 

products, negotiate, finance purchases, carry risk, hold stock close to customers, arrange 

physical movement and match the wide assortments producers make with the narrow 

assortments customers want. Channel levels describe how many intermediaries stand between 

producer and buyer. A zero-level or direct channel sells producer-to-consumer, as with 

company outlets, door-to-door teams, brand websites and apps. A one-level channel uses one 

intermediary, usually a retailer; a two-level channel adds a wholesaler; and a three-level 

channel adds distributors or agents, the classic structure for fast-moving consumer goods 

reaching small shops in distant towns. Longer channels extend reach but dilute control and 

margin; shorter channels give control but demand heavy investment. Modern firms therefore 
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operate hybrid and omni-channel systems, combining distributors, retail chains, marketplaces 

and their own online stores, and must manage the overlaps deliberately. 

Channel Design Decisions 

Designing a channel begins with analysing customer needs: the lot sizes buyers prefer, the 

waiting time they tolerate, the locations they visit, the variety they expect and the services they 

demand. The firm then sets objectives in line with its positioning — a premium brand may 

refuse discount outlets that would damage its image — and evaluates alternative structures by 

economic return, degree of control and adaptability to change. A central design choice is 

distribution intensity. Intensive distribution places the product in as many outlets as possible 

and suits convenience goods such as soap, soft drinks and mobile scratch cards. Selective 

distribution uses a limited number of capable dealers, giving better control and service for 

shopping goods such as electronics and branded clothing. Exclusive distribution grants one 

dealer territorial rights and suits prestige and specialty goods where image, expertise and 

loyalty matter most. Design is never finished: when customers migrate online or a new retail 

format appears in a market, the channel must be redesigned before competitors occupy the 

new route. 

Channel Management Decisions 

Once designed, channels must be managed daily. Selecting members means judging their years 

in business, financial strength, market coverage, reputation, product lines carried and 

willingness to cooperate; the chosen partners become, in the customer’s eyes, the company 

itself. Training and motivating members follows: capable firms treat distributors and retailers as 

customers and partners, offering fair margins, prompt supplies, sales training, promotional 
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support, incentive schemes and fast settlement of claims, and they visit markets instead of 

managing only from the office. Evaluating members against agreed standards — sales quotas, 

stock levels, display, delivery times and treatment of customers — identifies who needs support 

and who must be replaced. Channel conflict is unavoidable and must be managed, not merely 

feared: horizontal conflict arises between members at the same level, for example retailers 

undercutting each other; vertical conflict arises between levels, for example retailers blaming 

the distributor for late supply; and multichannel conflict arises when the firm’s own website or 

company store undercuts its dealers. Clear territories, fair and transparent policies, regular 

communication, joint planning and honest grievance handling convert most conflict into 

healthy competition, while neglected conflict quietly pushes the best dealers into the arms of 

competitors. 

Table 1: Channel management tasks at a glance 

Task Key decisions Common failure if neglected 

Design Levels, intensity, member types Product unavailable where 
customers shop 

Selection Coverage, finance, reputation, 
capability 

Weak partners damage the brand 
image 

Motivation Margins, training, incentives, 
support 

Dealers push competitors’ brands 
instead 

Evaluation Quotas, stock, service standards Poor performance continues 
unnoticed 

Conflict handling Territories, pricing discipline, 
communication 

Price wars and dealer exits 
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Logistics and Physical Distribution Decisions 

Logistics manages the flow of materials into the firm, through production and out to customers, 

together with the information that controls the flow. Its goal is often stated as customer service 

at the lowest total cost, and its major decisions are these. Order processing must be fast and 

accurate, because the order-to-payment cycle determines how quickly customers receive goods 

and the firm receives cash; computerised systems, standardised documentation and clear credit 

procedures shorten it. Warehousing decisions balance the number, location and type of storage 

and distribution centres: more warehouses mean faster delivery but higher inventory and 

handling cost, while centralised warehouses save cost but slow response, and bonded, cold and 

cross-dock facilities suit particular products. Inventory decisions answer when to order and how 

much: holding too much stock locks cash, invites expiry and damage, especially in food and 

medicines, while holding too little creates stock-outs that hand customers to competitors; 

reorder points, safety stock and just-in-time methods exist to balance these two costs honestly. 

Transportation decisions select among road, rail, air, water and pipeline and among own fleets 

and third-party carriers, trading cost against speed, reliability, reach and product safety — air 

for urgent and high-value goods, road for flexible door-to-door delivery across Pakistan, rail and 

water for bulky low-value loads. Finally, logistics information systems — barcodes, warehouse 

software, vehicle tracking and distributor management systems — connect all these decisions, 

because a manager cannot control stock he cannot see. 

These decisions must be taken as a total system, not separately. Cutting transport cost by 

choosing the slowest carrier can raise inventory cost and lose sales; adding warehouses can 

reduce transport cost while raising storage cost. Total-cost analysis, customer-service standards 
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set in advance, and increasingly third-party logistics providers who specialise in warehousing 

and delivery allow firms, including small online sellers, to achieve professional logistics without 

owning a single truck. Sustainability is the newest logistics concern: fuller loads, route planning, 

less packaging waste and economical vehicles reduce both cost and environmental harm, and 

customers increasingly notice. 

Conclusion 

In conclusion, channel management decides the route to the customer — the levels and 

intensity of distribution, the selection, motivation and evaluation of partners, and the handling 

of the conflict that naturally arises among them — while logistics decides the movement along 

that route through order processing, warehousing, inventory control and transportation, 

judged by total cost and service together. Together they form the place element of the 

marketing mix, and together they decide whether the promises made by product, price and 

promotion are actually kept at the shop shelf and the customer’s door. Firms that manage 

channels as partnerships and logistics as a system, rather than as a series of cheapest separate 

bargains, build an advantage that competitors can see but cannot quickly copy. 

Question 5: Short Notes — Sales Promotion Tools; Organising and 

Controlling Marketing Activities (20 Marks) 

Write short notes on: (a) Sales promotion tools. (b) Organising and controlling marketing 

activities. 

Part (a): Sales Promotion Tools 

(a) Sales promotion consists of short-term incentives designed to encourage quicker or larger 

purchase of particular goods or services. Advertising gives a reason to buy and personal selling 
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argues for buying, but promotion adds an inducement to buy now: a discount, a gift, a chance 

to win, an extra quantity or a display that cannot be ignored. Its importance has grown because 

brands have multiplied, retailers have become powerful, consumers have become promotion-

conscious and competitors copy each other’s offers quickly. Used occasionally, promotion lifts 

sales, clears stock, wins trial and supports a launch; used continuously, it trains customers to 

buy only on offer and slowly destroys the brand’s price and image, so it must be planned as a 

campaign with a fixed objective, budget and period, never as a permanent substitute for a 

sound product and price. 

Consumer promotion tools are directed at final buyers. Samples give free trial quantities and 

are the surest way to win trial of a new product, though expensive. Coupons offer a stated 

saving on the next purchase and now travel by newspaper, packaging, SMS and mobile apps. 

Price packs and bonus packs give extra quantity or a reduced price on the same pack — “20 

percent extra free” on tea, shampoo or detergent is a familiar Pakistani example. Premiums and 

free gifts, cash refunds and cashback, buy-one-get-one-free offers, and promotional prices for 

limited periods all convert hesitation into purchase. Contests, sweepstakes and games add 

excitement and data collection; point-of-purchase displays, banners and in-store 

demonstrations catch the shopper at the final moment of decision; and loyalty or frequency 

programmes, though longer-term in spirit, reward repeat purchase and are now run by airlines, 

fuel stations, supermarkets and telecom companies through points and member prices. 

Trade promotion tools are directed at distributors and retailers, whose support decides 

whether the product is stocked, displayed and recommended. They include trade allowances 

and display allowances, price-offs and bulk discounts, free goods, dealer contests and sales-
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force incentives, free training, promotional material and participation in trade fairs and 

exhibitions. Business and sales-force promotions include conventions, branded gifts and 

incentive trips or bonuses for achieving targets. Every promotion should be judged before and 

after: What is the objective — trial, repeat purchase, stocking or off-season sales? Who is the 

target? What incentive size is enough to move behaviour without giving away margin? How will 

results be measured against the same period or a control market? A promotion whose extra 

sales would have happened anyway, or which merely borrows next month’s sales into this 

month, is not a success but an expensive illusion, and honest evaluation separates the two. 

Part (b): Organising and Controlling Marketing Activities 

(b) Good marketing plans fail in weak organisations, so organising and controlling are the 

disciplines that turn strategy into results. Organising marketing activities means dividing the 

total marketing work among people and units, assigning authority and responsibility, and 

arranging coordination with sales, production, finance and other departments. Small firms 

begin with a simple functional structure in which specialists in sales, advertising, research and 

distribution report to a marketing head. As the firm grows it adopts specialised structures: a 

geographic organisation with regional and area managers who know local markets; a product or 

brand organisation in which each important product has its own manager responsible for its 

strategy and results; a market organisation built around customer types such as retail, 

wholesale and institutional buyers; or a combination matrix of these. Each form has costs: 

product managers may fight each other for the same media budget, geographic managers may 

neglect national strategy, and functional specialists may defend their function instead of the 

customer. The correct structure is the one that places clear ownership of customers and results 
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in the fewest, clearest hands, with the marketing department acting as the voice of the 

customer inside the whole company. 

Controlling marketing activities means measuring what actually happened, comparing it with 

what was planned, and correcting the difference. Annual-plan control checks the year’s core 

results — sales analysis by product, territory and segment; market-share analysis, remembering 

that rising sales in a booming market may still mean falling share; expense-to-sales ratios; 

financial analysis; and customer-satisfaction tracking — so that gaps are caught within the year, 

not after it. Profitability control goes deeper, calculating the true profit or loss by product, 

territory, customer group and channel after all marketing costs are properly assigned, and 

regularly reveals that some celebrated products and customers quietly lose money. Efficiency 

control examines the productivity of the sales force, advertising, promotion and distribution 

and compares cost per result across territories and campaigns. Strategic control, the highest 

level, periodically audits the firm’s whole marketing approach — its markets, products, 

channels and organisation — through a systematic marketing audit, asking whether the 

company is still doing the right things, not only whether it is doing things right. Control must be 

timely, accurate and economical: reports that arrive late, measure the trivial, or cost more than 

the losses they prevent are bureaucracy wearing the uniform of management. 

Organisation and control belong together. Structure decides who is answerable for a result; 

control tells that person, in time, whether the result is coming; and the annual cycle of 

planning, implementation and control repeats at higher quality each year. Firms should also 

remember that control exists to help, not to frighten: when staff hide bad news because every 

variance is punished, the control system destroys the very information it exists to provide. 
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Conclusion 

In short, sales promotion supplies the short-term push of modern marketing through consumer 

tools such as samples, coupons, bonus packs, premiums and contests and trade tools such as 

allowances, free goods and dealer incentives — powerful when occasional, planned and 

honestly evaluated, and destructive when it becomes a permanent discount habit. Organising 

divides marketing work into clear functional, geographic, product or market responsibilities, 

while controlling compares results with plans at the levels of annual plans, profitability, 

efficiency and strategy itself. Promotion creates this month’s sales; organisation and control 

protect next year’s. A complete marketing manager needs both hands. 

A final practical word joins the two notes together. The manager who organises well but never 

promotes with energy will miss seasonal opportunities, while the manager who promotes 

constantly but organises and controls nothing will not know which offer earned money and 

which merely gave it away. In examinations and in business alike, the strongest answer 

therefore presents promotion as one instrument inside a managed system: objectives are set, 

responsibilities are assigned, the campaign runs for a defined period, results are measured 

against cost, and the lesson is recorded before the next campaign is approved. That discipline, 

repeated honestly, is what separates professional marketing from guesswork. 
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