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FOREWORD

Dear 1earners,

This book is intended to serve as a ready reference for learners of vocational
higher secondary schools. It offers suggested guidelines for the transaction
of the concepts highlighted in the course content. It is expected that the
learners achieve significant learning outcomes at the end of the course as
envisaged in the curriculum if it is followed propetly.

In the context of the Right- based approach, quality education has to be
ensured for all learners. The learner community of Vocational Higher
Secondary Education in Kerala should be empowered by providing them
with the best education that strengthens their competences to become
innovative entrepreneurs who contribute to the knowledge society. The
change of course names, modular approach adopted for the organisation of
course content, work-based pedagogy and the outcome focused assessment
approach paved the way for achieving the vision of Vocational Higher
Secondary Education in Kerala. The revised curriculum helps to equip the
learners with multiple skills matching technological advancements and to
produce skilled workforce for meeting the demands of the emerging
industries and service sectors with national and global orientation. The
revised curriculum attempts to enhance knowledge, skills and attitudes by
giving higher priority and space for the learners to make discussions in small
groups, and activities requiring hands-on experience.

The SCERT appreciates the hard work and sincere co-operation of the
contributors of this book that includes subject experts, industrialists and
the teachers of Vocational Higher Secondary Schools. The development of
this reference book has been a joint venture of the State Council of
Educational Research and Training (SCERT) and the Directorate of
Vocational Higher Secondary Education.

The SCERT welcomes constructive criticism and creative suggestions for
the improvement of the book.

With regards,
Dr. P. A. Fathima

Director
SCERT Kerala
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PART A

ABOUT THE COURSE

Vocational educationisdesigned to fulfill the man power requirement for national
development. It helpsto develop vocational aptitude, work culture, values and
attitudes of thelearner so asto enrich the productivity of the nation. Thevision of
Vocationd Higher Secondary Educationin Keraaisto equip theyouthwithmultiple
skillsmatching technol ogica advancementsand to produce skilled work forcefor
meeting the demands of the emerging industries and service sectorswith national
and globd orientation. Wearein theforefront of spreading themessage of vocationa
education based on Gandhiji'sfocus on education, i.e. self-sufficiency pavesthe
way for self-employment. The multifarioustask vocationa education accordingto
thenew curriculumincludestheoreticd studies, lab practica work, Industrid Training
(QJT), Production-Servicecum Training Centre (PSTC) and apprenticeship training.
It givesimportanceto knowledge, skill, and attitude of thelearner. All these aspects
highlight and enrich thevocationd educationin Kerda

The Vocationa Course,' Marketing and Financial Services aimstodevelopin
student'sknowledge, skillsand attitudesto be productive empl oyeesinthe concerned
area. Inthiscourse, the studentswill gain aperspectivein multi skillsto performthe
multi tasksof Marketing and Financia servicewithinanoveral busnesssystem.The
coursemainly coversbas c marketing and sdlling skills, information technol ogy skill
related to marketing and E-commerce duringfirst year curriculumintwo modules.
Retail marketing and financial service marketing areincluded under second year
modules. The curriculum takesinto account theimportance of marketing functions,
marketing mix, customer relations, communication and saling process. ThebascIT
skillsrelated to marketing can be studied with the hel p of M Soffice, Open office,
and web designing. Considering job opportunitiesand career prospectsinthefield
of "Retall" therelevant areas of organized and unorganized retailing areincorporated
inthemodulefor Retall Marketing. Theenvironmentinwhichfinancid servicesare
marketed isbecoming more competitive, making thetask of marketing financial
sarvicesincreas ngly challenging and specidized. The marketing aspectsof various
financid productsaredsoincuded under thenew curriculum. Itisintended that this
curriculum providelearnerswith opportunitiesto devel op genericemployability skills,
va uesand attitudes and foundational knowledgeof work inthe service sector namdy
inretall marketing and investment sectors. The coursea so provides|earner withthe

foundation for higher level skill education.
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MAJOR SKILLS (WITH SUB SKILLS)

MAJOR SKILLS

SUB SKILLS

Marketing and Selling Skills

Customer Need Analysis skills
Marketing Communication skill
Prospecting skills

Product presentation skills

Skill in handling customer
Objections

IT skillsin marketing and selling

Sill in designing web pages
ill in creating data base

Skill in maintaining computer
hardware

ill in online trading.
Skill in office automation

Retail Marketing skills

Sill in designing store layout

Sill in merchandising

ill in maintaing customer Relations
Sill in Billing

Skills in Financial services

Marketing

ill in investment Planning
Customer interaction skill
Sill in share trading
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SYLLABUS
MODULE III--RETAIL MARKETING

Unit 1 Fundamentals of Retailing (80)

Basicsof Retailing- Meaning and Importance- Classification of Retailers- Retaling
formats- Typesof retail formats- Functionsof Retailers- Dutiesand Responsibilities
of Retailers- Retail Marketing Mix-- Trendsin Retailing - Various segmentsin
Indian Retailing-- Driving forcesin Indianretailing.

Unit 2 Retail Store management (70)

Different locations of Retail store- Factorsaffecting choice of storelocation

- concept of store layout - different types of store layout - Design-- visua
merchandisedisplays-- StoreAssociate- functions--duties and responsibilities.

Unit 3.Retail Selling Skills (70)

Methodsof sdlinginretal - Basicretalling skills-Retail communication--Retail selling
process-- Sales promotion activitiesin store- Organizetherece pt and storage of
goodsinretail environment -Billing Procedureinretail store--Customer Relation--
Concept of CRM and itsimportance- |dentify the means of customer support--
Handling Customer Grievances.

Unit 4 Health Safety and Hygiene practices in Retail (60)

Describetheneed for maintaining hygieneinretail store- Hedlth careactivitiesand
health carerights-Personal grooming -- - Potential hazardsand accidentsat work
place - Precautionsto betaken for safety

Unit 5. Non Store Retailing (60)

Concept of e-retailing - advantages and disadvantages of e-retailing -- Factorsthat
contributeto successof e-retailing -- Concept, advantages and disadvantages of
Telemarketing - Call centre Operations-designingof e- retail web siteusing html-
online purchase practices (familiaring various online shopping sites)-methods of
payments-Television home shopping-vending machineretailing.-Measuresto prevent
fraudulent transactionsin e-retailing
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MODULE 4
MARKETING OF FINANCIAL SERVICES

Unit 1. Financial System & Financial Markets. (60)

Introduction to Financial System - Components Of financial system--Financial
Markets-Classification-Money market-- Capita Markets--Role of SEBI and RBI
---BSE, NSE, SENSEX, NIFTY, --International Markets-Domestic Markets-
Market-Financia Services-Features-Types.

Unit 2. Marketing of Banking and Insurance Products. (60)

Marketing of Banking Instruments---Mortgage | oan, vehicleloan, personal loan,
consumer loan, Credit card, CASA , Insurance- Lifelnsurance- typesof policies-
Endowment, Wholelife, Termlife, Money back -ULIP- General Insurance-hedlth,
Motor Vehicle, Marine

Unit 3 Emerging Opportunities in Financial Service
Sector. (90)

Sharetrading Business-Products-- operations-day trading and delivery-ETF-- -

Commodities Trading---Forex Trading---Portfolio M anagement Services--Wedlth
Management through Mutual Funds---Types of Mutual Funds-Equity, Debt,
Balanced, Tax Saving, Fund of funds, Comparison of Returnsof Different funds-
Onetimeinvestment -SIP-NAV--Marketing NBFC instruments- Fixed Deposits-
Bonds-Postal Department Agency-Recurring Deposits-Fixed deposits-Postd Life
Insurance--Chitty Canvassing Busi ness-collection agents.

Unit 4 Financial Planning & Portfolio Management. (60)

Financid Planning -Concepts- Purpose- Portfolio M anagement-concepts—- Financid
Planning for Insurance- Retirement- Income Tax- Process of Financia planning -
Establishing relationship with theclient- Gathering client data-Determining goals
and expectations-Analyzing clients objectives-Needsand financial situations-
Developing gppropriatestrategiesand presenting financia plans-Implementation of
Financid Plan-Monitoringfinancid plans.

Unit 5 Professional Selling in Financial Service Sector (70)

Professiona Sdlling-importance-Persondity devel opment-Time management-stress
management- Rel ationship Management -- Activitiesfor |ead generation---follow
up--team work-critical thinking-negotiation tactics-presentation skills-group
discusson--professiond etiquettes-emall etiquettes--Neti quettes-- business meseting
eliquettes-- Servicing thecustomer- -Ethicsin sdling\
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MODULE 3-RETAIL MARKETING

Overview

Retailingisnot only anintegral part of an economic structure but al so shaping our
way of life. Theincreasingsizeof theretalers, intensifying rate of competitioninthe
market and changesin the technology hasled retailersto search for new waysto
grow their business. Indiahaswitnessed aretail revolution in thelast two decades.
It accountsfor over 10% of the country's GDP and around 8 % of the empl oyment.
Indiaistheworld'sfifthlargest global destinationin retail space.

Theretail industry isdivided into organized and unorganized sectors. Duetorising
per capitaincomeand fast emerging middleclasshasmade Indiaafavorableplace
for organizedretailing. Themgor organized retail formatsind udes Department Store,
Multiple stores, Hyper-markets, Super markets, Speciaty stores and Malls.
Unorganizedretailingincludeslow cost retailing such asfamily shops, generd stores,
convenience stores, etc,. Thereisalarge scopefor entry level jobsin organized
retailing such asPurchase A ssociates, SaesAssociates, Inventory Associates, Supply
chain Associate, Packing Assistant, Billing clerk etc. There are plenty of jobsin
unorganized sector especially inthe areaof self employment, such asgenera store
merchant, franchisee business,commission agents etc. Opportunitiesalsoexistin
thefield of non-storeretailing such ase-tailer and tele-marketer etc.

Thismodul e provides abasi ¢ knowledge about the variousretail formats, selection
of suitablelocation for aretail outlet, designing of suitablelay out for aretail store,
retail selling skills, safety and hygiene practicesin retail store and other non store
retallsforms. Itimprovestheskill indesigning storelayout, merchandisng, maintaining
customer rlations, billing and retail marketing communication.
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UNIT 1

FUNDAMENTLS OF RETAILING
INTRODUCTION

A retailer isthe one who purchases and stocksthe producers goodsfor saleto
customersat aprofit. Retallingisthelast link that connectstheindividua consumer
with the producer. It can providewiderange of goodsand servicesto the consumers.
InIndia, itisconsidered asoneof the prominent employability sector.

Thisunit focuses onintroductionto retail business, retail formats, retail product
mix and drivingforcesin Indian retailing. Thosewho areinterested inacareer in
thisfidld must know thefundamenta sof retailing.

LEARNING OUTCOMES

Thelearner :

| dentifies the basics of retailing
® Recognizesthe importance of retailing
¢ (Classifiesdifferent typesof retailers
e List the different types of "Retail format"
* |dentifiesthe functions of retailers
¢ |dentifiesthe dutiesand responsibilities of retailers
e Understands the relevance of marketing mix in retailing
e Understands the recent trendsin retailing
e DiscussthedrivingforcesinIndianretailing
UNIT IN DETAIL
Basics of Retailing

Retall refersasbusinessactivity to sell thegoodsin small quantitiesto customers.
Retailingincludesdl theactivitiesinvolvedin sdlling goodsor servicesto thefind
consumersfor persond or non-businessuse. A retaller or retail storeisany business
enterprisewhose sd esvolume comes primarily fromretailing.

Meaning and mportanceof Retailing

Theword 'Retail' isderived from aFrench word with the prefix reand the verb
‘taillier meaning "to cut again”. Evidently, retail tradeisonethat cuts off smaller
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portions from large lumps of goods. It is a process through which goods are
transported tofinal consumers. In other words, retailing consistsof the activities
involved in selling directly to the ultimate consumer for persona or non-business
use. It embraces direct-to-customer saesactivitiesof the producer, whether through
hisown stores by house-to-house canvassing or by mail-order business.

Manufacturersengageinretailing when they makedirect-to-consumer saeof their
products through their own stores (as Bata shoe company), by door-to-door
canvassor mail order or even by telephone. Evenawholesaler engagesinretailing
when hesdlsdirectly to an ultimate consumer, athough hismain business may il
bewholesding.

Retailinginvolves:
¢ Understanding theneedsof consumers

e Deve oping good assortment of merchandise

¢ Displaying themerchandisein an effective manner sothat consumersfind
it easy and attractiveto buy.

A retailer in any business establishment directsits marketing effortstowardsthe
end usersfor the purpose of selling goods and services. But retailing businessis
now not the same asin the past. Till afew years ago, people bought all their
requirementsfrom small shopscalled KIRANA storesor general stores, owned
by individual s and managed through sal es assistants. But now aday the concept of
large departmental stores and mallshas been introduced which also provide us
with thesame products. Theincreasingincomelevess, new products, standard of
living, competition in market and i ncreas ng consumpti on patternshave accel erated
thedemand creation of these stores. The advancement of informati on technol ogy
and communication el ectronic retailing becamearedity to create platformfor sales
throughinternet andtelevision channels.

Theretaller isanintermediary in the marketing channd becauseheisboth marketer
and customer, who sellsto the ultimate consumer. Heisaspecidist who maintains
contact with the consumer and the producer; and isan important connectinglink in
a complex mechanism of marketing. Though producers may sell directly to
consumers, such method of distributing goodsto ultimate usersisinconvenient,
expensive and time consuming ascompared to thejob performed by aspecidistin
theline. Therefore, frequently the manufacturers depend on theretailersto sell
their productsto the ultimate consumers. Theretailer, who is able to provide

&



Reference Book ||}

gppropriate amenitieswithout an excessive advancein pricesof goods, isrewarded
by larger or moreloya patronage.

Retailing has great impact on economic development of anation. Retailing has
becomeanintrinsic part of our daily lives. Consumer spending on retail goods
drivesmuch of thegloba economy, andtheretail employsalargenumber of people.
Therearealarge number of people and companiesinvolved in the production,
distribution, andretail of goods. Globally, retailingisthelargest revenue generator
and employment provider next only to agriculture. It provides opportunitiestothe
poorest and unskilled a ong with the educated and skilled. Asamajor source of
employment retailing offersawide range of career opportunities.

Successful retailersal so recognizethat peoplewant to seetheimprovementsinthe
generd leve of consumption and socid cohesionover time. Retallershaveto enhance
their perceived value to the community by acting asafocal point and through
effective publicrelationsand promotional campaignincluding sponsorships. This
encourages socia respons bility behaviour by the corporate where public welfare
programs get funded by a certain percentage of purchase prices of company's
products.

Retalersasanintermediary, therdationship of retailer with theconsumer isbasicaly
service oriented with the use of personal selling techniques. Wholesdingisan
intermediate stagein the distribution process during which goodsand servicesare
sold to business customersincluding retailers. Normally wholesalers sell large
guantities. They takethetitleto goodsand give credit to retailers. Retailingis
different fromwholesalingand other channelsof distribution on following grounds.

(S No Basis of Comparison Retailing Other
Distribution
Channels
1 Business L ocation Highly important Important
2 Sales turnover Low High
3 Number of transactions High Low
4 Interaction with consumers Direct No direct
action
5 Per unit price High Low
6 Profitability High Low
7 Variety of merchandise High Low
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Organised and Unorganised Retail

Intheearly eightiesretailing in Indiawas synonymouswith peddlers, vegetable
vendors, small grocery stores or sole clothing and consumer durable storesina
nearby town. Theseretallersoperated in ahighly unstructured and fragmented market.

Theretall sector traditionally dominated by small family run general storeswith
poor infrastructure, lack of modern technol ogy, inadequate funding and absence of
skilled manpower is known as unorganised retailing. Theseretail unitsare not
registered by any legal provision and which do not maintain regular accounts. It
includes fruit vendor, vegetable vendor, cobbler, melas, periodic markets, kiranas
etc.

Figure 1.1 Unorganised retailing

Organised retailing refersto running businessin an organi sed and scientific manner.
Heredl theitemsare segregated and brought under oneroof. It also provideslarge
number of brandsavailable and different types of productsat one place. Organised
retail dealswith multipleformats, which aretypicaly amulti-owner chain storesor
distribution centresrun by professiona management. Organised retailing hasbrought
inaremarkableadvantagefor the consumersand hasahuge potentia for growth
that leadsto ahigher GDP contribution to the country and generate empl oyment.
Today theretailing has become an experiencefeatured by comfort, style, and speed.

Qg
Figure 1.2 Organized retailing
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Differences between Organised and unorganised retail can be listed as

follows
[ 3. Basis of Organised retail Unor ganised ]
No comparison retail
1 Variety of items LargeVery few
2 Size of outlet LargeSmal
3 Number of employees Many Limited
4 Capital requirement Very high Low
5 Terms of employment Regular provisona
6 Organisation corporate sngle
7 Network Vast and operates Limitedtoa
with branches particular locality

ASSESSMENT ACTIVITY

1. Listouttheimportanceof retailing under thegiven heads
Sakeholders Importanceof retailing
Producer 1

2
3.
Consumer 1
2
3
Society 1
2
. 3 J

2.completethefollowingtable

Sl No |Basisof comparison | Organised Retail | Unorganised Retail
1 Variety of items Large
2 Sizeof outlet Smdl
3 Number of employees Limited
4 Capital requirement Very high
5 Terms of employment provisiona
6 Organisation corporate
7 Network Vast and operates
with branches
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3. Visit any 5 different markets near to your locality
and classify themas organized and un organized.

Classification of Retailers

Retail organisation meanstheformat or structure of aretail businessdesigned to
cater theneeds of theend customers. It hasbecomevery dynamicand noretail firm
have brought different innovative approachesand their typesof formats.

Store formats, their positioning and differtiation createsadistinct imageof the
soreamongitscustomers. Retall formats can beclassfiedinto thefollowing heads

1

RETAIL FORMATS' ,

——— -

Store-Based \N Non-Store Based

(1)Ownership Based (1) Electronic Retaling

(2)Merchandise Offered’ (2) Direct Mail Retailin
(3)Size Based (3) Catalog Retailing
(4)Price Based (4) Direcl Selling

(5) Auto mated Vending Machir

(6) Television Home Shopping
STORE BASED RETAIL FORMATS

Classification according to ownership

1. Independent retailer -onewho ownsonly oneretail store. The owner of the
outlet isresponsi blefor theinvestment, establishment, salesand profitability of
thestore.

2. Chain store -- one who owns and operates a number of retail outlets. It
operatesunder branch system. Eg. Reliancestore, More, Big Bazar.

3. Franchise-ltisestablished or operated under an authorisation to sel distrib-
uteacompany'sgood or servicesinaparticular area. Eg: McDonald, Pizza
Hut etc

Classification according to merchandise

1. Super markets--Generally thistypeof retailer concentratesin supplying a
range of food and beverage products. However many have now diversified
and supply productsfrom the home, fashion and el ectrica products markets
too. Supermarkets have significant buying power and therefore often retall

goodsat low prices.
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2.

Hyper mar kets- providesvariety and hugevolumeof exclusive merchan-
diseat low margins. The operating cost iscomparatively lessthan other retall
formats.

Conveniencestore- Usually located in residentid areas. Thistypeof re-
tailer offersalimited range of productsat premium pricesdueto the added
vaueof convenience.

Department Sore- Thistypeof retailer isoften themost complex offering
awide range of products and can appear as a collection of smaller retail
stores managed by one company. The department storeretail ers offer prod-
uctsat variouspricing levels. Thistypeof retailer addshighlevelsof cus-
tomer service by adding convenience enablingalargevariety of productsto
be purchased from oneretailer.

Specialty store- Specidizingin specificindustriesor products, thistype of
retailer isableto offer the customer expert knowledge and ahigh level of
service. They also add value by offering accessoriesand additional related
products at the sameoutlet.

Catalogue store-Thesearetheretailersusually specializein hard goods (
houseware, Jewellery, consumer electronicsetc) A customer visitsthe
showroom and make his choice of the productsusing the catad ogue mention-
ing the code number of theitem.

Classification on the basis of size

1.

Shopping mall -- It hasarange of retail shopsat asingleoutlet. They en-
dow with products, food and entertainment under oneroof. It spread over a
largeareaof morethan 2 Lakhssquarefeet.

Super store-Itisaphysicaly largeretail establishment usudly part of chain.
Itisgenerally twicethe size of super market and offerstraditiona and non
traditiona goods

Shopping centre-Itisagroup of retail shops, restaurants, and other busi-
nesseswithacommon interestinsoliciting sales. Thefacility isdeveloped as
planned commercia location and typically offersprivate, off-street parking
facilities or areas. A shopping centre generally encompasses no lessthan
800,000 squarefeet of shopping space.

Classification on the basis of Price

1.

Category Killers- It islarge specialty store featuring awide variety of
productsat arelatively low price.
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2. Discount store- Thistypeof retailer offersavariety of discounted products.
They offer low priceson lessfashionabl e branded productsfrom arange of
suppliersby resdlling end of lineand returned goods at di scounted prices.

3.0Onepriceshop - Itisaretail storewhich sellsall their productsat one price.
NON STORE RETAIL FORMATS

Non Storeretailing isretailing that does not take placeinatraditiona, physica
storelikewe find inadowntown shopping district or in ashopping mdl. In many
casescustomersmakether purchasefromwithinthe r own homeswithout physicaly
vigiting aretail outlet . Itincludes,

1. Electronicretailing- Itisaretal format in whichtheretailerscommunicate
with the customersand offer productsand services for saleover theinternet.
Most of theretailersare selling their products online Eg. Flipkart, Amazon
€tc.

2. Direct mail retailing-Itisanon storeformat inwhich theretail offeringis
communi cated to acustomer using | ettersand brochures. It ismost successtul
with rura consumerswho lacked ready accesstoretail stores.

3. Direct sdling-Itisadirect contact between the seller and thepotentia buyer.
Most of theretailersarefocussing on thismodeof retailing to talk and pen-
etratethe marketsparticularly in the househol ds.

4. Automated vending machine-- Thisisan automated piece of equipment
wherein customerscan drop in the money in machine and acquire the prod-
ucts.

5. Teevison homeshopping- Itisaretail format in which customerswatcha
TV programme demonstrating merchandise and then place ordersby tele-
phone.

Assessment Activities

1. List out thefeaturesof thegiven retail format

Typeof retail format Features
Departmenta Store
Multiple Shop
Super Market
Hyper Market

Shoppingmdl
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Functions of Retailer

Retailing consist of all theactivitiesdirectly rel ated to the sale of goodsand services
to the ultimate consumer for persona use. Thiscreatesreal valueor utility tothe
customersand it comesfrom four different perspectives; They are,

e Formutility - aproduct that isacceptableto the customer

e Timeutility - kegping the store open when the consumers prefer to shop
e Placeutility - Making availableat convenient location

e Ownership utility - whentheproductissold

Intheprocessof acting asalink between thewholesa er and the consumer aretailer
performsdifferent functions. These are mentioned below.

(1) Buyingand Assembling:
A retailer deasin different variety of goodswhich he purchasesfrom different

wholesalersfor selling to the consumers. Hetriesto locate best and economical
source of the supply of goods.

(2) Warehousingor Soring:

After assembly of goodsfrom different suppliers, theretailerspreservethemin stores
and supply these goodsto the consumers as and when required by them. Thegoods
arekept asreserve stocksin order to ensure uninterrupted supply to the consumers.

(3) Sdling:

Theend objective of theretailer isto sell the goodsto consumers. He undertakes
various methodsto sell goodsto the ultimate consumers.

(4) Credit Facilities:

Hecatersto the needs of the customerseven by supplying them goodson credit. He
bearstherisk of bad debts on account of non-payment of amount by the customers.
(5) Risk Bearing:

A retailer hasto bear different type of risksinrelation to goods. Whilein stores,
goods are exposed to various risks like deterioration in quality, spoilage and
perishability etc. The products are confronted to natural risks viz; fire, flood,
earthquakeand other natura caamities. Other type of riskslikechangein customer's
tastesalso adversely affectsthesaes.

(6) Grading and Packing:

Theretailer gradesthe goodswhich areleft ungraded by the manufacturersand the
wholesders. Hepacksthegoodsin small packagesand conta nersfor theconvenience
of thecustomers.
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(7) Collection and Supply of Market Information:

Theretailersarein direct touch with the consumers. They gather valuable
information with regardto likes didikestastesand demands of the consumers
and passon thisinformation to the whol esalersand the producerswhich are
very helpful tothem.

(8) HelpsIn Introducing New Products:

Without the servicesof retailers, new products cannot beintroduced properly
inthemarket. Thisisso becausearetailer hasadirect link with the consumer.
Hecan explainnicely about the utility and the characteristics of anew product
tothe customer.

(9 Window Display and Advertising:

Theretailer displaysthe productsin show windowsin order to attract the
customers. Thisleadsto immense publicity for the product.

Dutiesand Responsibilities of Retailer

e  Greeting customerswho enter the shop.

e Beinvolvedinstock control and management.

e Asssting shoppersto find the goodsand productsthey arelooking for.
e Beingresponsiblefor processing cash and card payments.

e  Stockingshelveswith merchandise.

®  Answering queriesfrom customers.

e Reporting discrepanciesand problemsto the supervisor.

e  Giving adviceand guidance on product selection to customers.

e  Baancing cashregisterswithreceipts.

e Dedingwithcustomer refunds.

e Keepingthestoretidy and clean, thisincludeshovering and mopping.
*  Responsiblededingwith customer complaints.

e Working within established guiddines, particularly with brands.

e  Attaching pricetagsto merchandise onthe shopfloor.

e Responsiblefor security within the storeand being on thelookout for
shopliftersand fraudulent credit cards etc.
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e Receiving and storingthedelivery of largeamounts of stock
e Keepinguptodatewith special promotionsand putting up displays.

Theabovedutiesand responsibilities should be performed for thesuccessful running
of aretail store.

Assessment Activities

1. List out the important functions of a retailer.

2. Misit anearby retail store and identify five major duties
& responsibilitiesof aretailer.

Retail Marketing Mix

Retail Marketing isdefined asthe processby which aretailer triestoidentify the
target market, workout themix in termsof nature of merchandise offered, pricing
policy, promotion and advertising, location, storedesign and visud merchandisingin
order to satisfy thetarget markets. The Retail MarketingMix isa marketingtools
that aretail organization usesto pursueits marketing objectives. It should be devised
properly to build up customer loyal ty, efficient distribution, brand information, display
unique merchandise, devel op strong relationship with all concerned.

Fig.1.3Retail Marketing Mix
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The four important types of retail marketing mix are discussed below:

1. The ‘Product’ Mix:

Every organization hasaproduct mix that ismade up of product lines. Thevariety of
products that a company produces, or that a retailer stocks is known as “‘product
line’. It is a broad group of products, intended for similar uses and having similar
characteristics. Theproduct mix isthe set of all the products offered for saleby a
company.

It refersto the length (the number of productsin the product line), breadth (the
number of product linesthat acompany offers), depth (thedifferent varieties of
product inthe product line), and consistency (therelationship between productsin
their final destination) of product lines. Product mix is sometimes called ‘product
assortment’.

Thebasiccomponentsof product mix are:
(i) Services (ii) Packaging  (iii) Brand (iv) Product Item and (v) Product line
Thevariousproduct mix strategiesare:

(i)  Launching new productsfromtimetotime

(i)  Alterationof Existing Products

(i) Eliminatean entirelineor reduceassortment withinit

(iv) TradingUp

(v) TradingDown

(vi) Product lifecyclemanagement

Theretail product mix isdevice so asto devel op an appropriate promotion strategy
for the store depending on the target market to be reached. Oncethetarget market
isidentified and positioning strategy defined, theretail ers employ varioustool s of
product mix to reach out to consumers. These effortsalso aim at building store
image.

Retail ersusudly empl oy acombination of variouse ementsof product mix to achieve
promotional and business objectives. The degree and the nature of usage of each of
the promotion methods depend on the objectives of theretail firm, product, market

profile, and availability of resources.

&
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2. The ‘Price’ Mix:

Price hasawaysbeen oneof themost important variablesinretail buying decision.
It isthe easiest and quickest element to change. Pricing helpsan organization to
achieveitsobjective. Thisisparticularly significant for new market entrantswho
need to first establish abrand and then enjoy increasing profits asthe brand gets
market acceptability. For acustomer, priceisthemain reasontovisit aparticular
store.

Apricing strategy must be consistent over a period of time and consider retailer’s
overdl positioning, profits, salesand appropriaterate of return oninvestment. The
priceisneither too high nor too low. The difference between priceand cost isthe
profit, which can be very high when the sal esperson wantsto exploit an urgent
gtuation.

Tosurviveintheretail business, retailersneed to seek cash flow, profitability and
overall growthin order to consolidate their market position. But pricing cannot be
determined inisolation. Costsand operating expenses areequally important while
establishingtheretail price.

Service pricing pursues the “doctrine of pricing of goods’, therefore, they are either
cost-based or market based. Within this, these pricing can be profit oriented,
government controlled, consumer oriented or competition oriented. Pricing needs
certain considerations beforeactually determining it. The market position of the

product, consumer perception and stage of the product life cycle, competitor’s strategy
and overal marketing strategy needsto be considered.

3. The ‘Place’ Mix:

The retailer should keep in mind the fact that his ‘product’ should be available near
the place of consumption so that theconsumerscan easily buy it. If thebrand preferred
by the consumer isnot easily avail able at aconvenient location, hemay buy some
other brand inthe same product category.

Hence, theretailer hasto ensure that the product isavail ableto thetarget consumers
whenever required. Therearetwo maor componentsof place: marketing channels
and physical distribution (logistics management). Channel decisions affect
cons derably thed ements of marketing mix and involve along term commitment of
resources.

Intermediariesinvolved in channel network areindependent (at times contractua)
organizationshencetheir needs must betaken into account whileeva uating channel
alternatives. The success of marketing efforts, to alarge extent depends on the
sound digtribution network.

&
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Physical distributioninvolvestransportation, warehousing, materia handling, bulk
packaging etc. Some of these activities are carried out by intermediaries. A
considerable coordination isrequired among various channel sto seek maximum

resultsof marketing operations.

Following ar ethe componentsof aretail placemix:
(i) Digributionchannes
(i) Intermediary
(iii) Distance Factor
(iv) Inventory Leve
(v) Trangportation
(vi) Warehousing and Storage
4. The ‘Promotion’ Mix:

After deciding uponthebudget, retaler should determinetheappropriate promotiond
mix —a combination of advertising, public relations, personal selling and sales
promotion. Small retailershaving limited funds may use store displays, hoardings,
direct mail, flyersand publicity methodsto attract customer traffic, whileon the
other hand, retailershaving no bar on finance, may useprint or televison mediafor
their sdlespromotion activities.

Theretail promotionmix variesfrom retaller to retail er and nation to nation depending
upon technologica advancement, nature of competition and availability of finance
etc. Retailers design a promotional mix in compliance with store’s objectives such
aspositioning of the organization, attracting customers, increas ng salesturnover,
clear out seasona merchandise, announcing specia eventsand educating public
about the organization and itsofferings.

Retailersgenerally spend their promotional budget on devel oping advertisement
campaigns and other sales promotion activities. A retailer hasavariety of sales
promotion methodsto promoteitsgoods and services. Therefore, promotion mix
used by the retailer should be compatible with the desired store image, budget
allocation and flexibleenough to modify whenever need arises.

In addition to the 4p’s discussed above a retailer should be aware of the other 3 ps
namely, process, people, and physical evidence.
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1. Process. — Every product requires a clearly understood process for
designing, implementing and reviewing the product launch and marketing de-
velopment process. The processincludesthe arrangement through which a
customer actually receivesddlivery of thegoods and services.

2. People—The retail industry is featured by the combination of large number of
employees, customers and management of the organisation. The attitude,
behaviour, mannersand product knowledge of peopleinthestoreplay avery
important rolein buildinglong term rel ationswith customers.

3. Physical Evidence: — Physical evidence refers to all the tangible visible
touch pointsthat the customer will encounter before purchasing the product.
Thelay out, design and ambience of theretail store should becreated in such
away that attract the customers. Physica evidencesareaso playing their role

inretailing.

Assessment Activities
1. Name the product Mix Strategies in the given situations
1. Ageneral store added Baby food in their product mix

2. A super market withdrawn Agarbathies of a particular
company due to low demand in market.

3. Ahyper market added high priced brandedrice totheir
product mix along with low priced brand

2. Listoutthefactorsto beconsidered in selecting a suitable
Place Mix

TRENDS IN RETAILING

Indiahaswitnessed aretail revolutioninlast decade. A sustainablegrowthinthe
incomesand buying power of the Indian consumer bothin urban andinrural areas
hasgivenadramatic transformation to theIndian retail sector. Themodernisationin
retail formatsislikely to happen quicker in the areas of groceries, electronics,
cosmetics, gpparels, booksetc. Thereareplenty of factorsfacilitating theavailability
of quality productsat lower prices, improved shopping standards, convenient
shopping and display. Theincreasingimportanceof retailing isreflected by thehigh
contributionto GDPwhichindicatesthat our economyinlinkedtoretailing. Inrecent
yearstheretailing showsadevel oping trend on account of thefoll owing reasons:
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Retail isgoinginternationa
Retailersarebecoming va uedriven
Retallersaredevel oping their own brandsfor increasing their brands

vV V V V

Retailsformatsare changing very rapidly dueto high competitionandin
drew of big companies

» There-substantial consolidation and restructuring retailing
> Facilitates customerswith more services.

DRIVING FORCES IN INDIAN RETAILING

RetallinginIndiaiscategorisedinto organised and unorganised. Indianretall industry
ishighly organised dueto the advent of technology, rise of luxury retail, risein
incomeand changein consumer lifestyle. Thefollowingarethedrivingforcesin
Indianretailing.

1) Emergingnuclear family concept
2) Changinginconsumer lifestylewhereluxuriesbecomenecessities
3) Highpay packagebeing paid by private sector and MNCs

4)  Expecting convenience shopping under oneroof, air conditioned mall and
mulitiplex

5) Highpurchasing power of Indian class.

6) Effectsof liberalisation privatisation and globaisation

7) Highandregularflow of FDIinIndianretail sector

8) Buildinglargechainstoresof popular Indian Brand

9) Presenceof Indianplayersdirectly or through consolidation with Indian retail
players.

10) Expansion of third generation family businesseslike Tata, Birlaand Reliance

11) Providingwiderangeof choicesto Indian consumer through MNC brands.

12) Demography dynamics—(60% of the Indian population are below 30 years
of age)

13) Doubleincomefamily

14) Plastic revolution—increase in the use of credit card

15) Urbanisation

16) Easyavailability of transpiration

17) Applicationof technology inretail .
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In spite of the above mentioned opportunities, theretail sector in Indiafacesthe
following challengeswhich proving to beahurdlefor itsgrowth.

v" Globa economicdowdown
No recognition asanindustry
Increased cost of establishment
Lack of basicinfrastructure

Entry of international giantsin retail sector

D N N N NN

Inefficient supply chain management

v' Difficultyinestablishing retail standard dueto cultura diversity.

Assessment Activities

Prepare a brief note on the recent developmentsin Indian Retail ]
Sector

TE QUESTIONS

Fill in the blanks
1. Aconsumer can purchase pinto pianofroma store.
2. Asuper market is works on the principle of
3. When aretailer sells a costly quality product along with a low cost one it is—
Mix strategy
a Tradingup b. Trading down.
C product positioning d. Product expansion
4. Draw aproduct linechart of asmall retail outlet of MILMA situated near to
your locdity
5. Retal Association of Indiaannounced theconduct of an essay writing compe-

tition on “Driving forces in Indian Retailing”. You are selected as a participant
for the above programme from your school. Prepare aNotefor the same.
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UNIT 2
RETAIL STORE MANAGEMENT
INTRODUCTION

A Retail store management describes the management of total feel andlook of the
interior and exterior of aretail store. A well planned retail storelayout allowsa
retailer tomaximisethesdes, but it dependson retall ersunderstanding of thecustomers
buying habits. Henceretail storemanagement should beimplemented inaplanned
manne.

Thisunit coversstorelocation, layout, storedesign, visua merchandisedisplay and
functionsof storeassociate.

LEARNING OUTCOMES

Thelearner:

Classifies the different locations of retail store.

e |dentifies the factors affecting choice of store location
e Recognizesthe need and importance of store layout.

e Designsdifferent types of storeslay out

e  Recognizestheimportance of widow display inretail store

e Describesthe elements of store planning and design

e |dentifies the major functions of stores associate.

Different locations of Retail store

Locationisaveryimportant factor inretailing. It isdifficult to select an exact location.
Selection of right location |eadsthe success of aretail outlet. It may locatein an
isolated place and pull the customers towards the store to purchase goods and
servicesor it may locatein acity, wheretherearelarge numbersof retail shopsand
customerscometo thestoredirectly by attracting towardsit or it may beapart of a
shopping centre. Withtheemergenceof new formsof retall formatssuch asdepartment
stores, hypermarkets, franchisee, mdl etc., aretailer hasto givemoreimportanceto
location.

Sdlectingright location hel pstheretailer to createright image and thus contributesin
thesuccessof retail store. Whilesdectingalocation, aretailer hasto broadly identify

&
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geographical areaand then he can choose particular site. Usually retailers prefer to
ownaproperty to dotheir businessrather than avail of thedesired property through
rent or lease. Thismakesthelocation decison morecrucia. Thereasonfor locating
astore, vary with thetype of business. For example, in case of areadymade shop,
the customer prefersan areawhere thereis sufficient parking space, good flow of
walk-inand drive-by traffic and easy reachability. Choosing awrong sitecanlead to
negativeresult and in some casesit my leadsto closure of business.

Types of retail location

Retailershaveto consider certain factorswhen selecting aplacefor doing their
business. Following are some common typesof retail locations:

1.

Mall space: A mall consistsof wideareashopping space where more number
of retailersdoestheir businesslessthan oneroof. Mdl hostsavariety of retall
format and stores such as department stores, chain stores, super market, fran-
chiseeandkiosks. Themall can attract highamount of customers. The custom-
erswill get variety of product category under oneroof. Dueto more number of
customer traffic, theretail spacerent will be higher than other retail stores.

I solated location: Isolated location or free standing locationisbasicaly a
single building. It can be located in abusy place or an isolated place. The
success of the store depends upon its own pulling power and promotional

activitiesto attract customers. Depending onthelandlord, thereisnorestric-
tion on how aretailer should operate hisbusiness. It is preferable to have
adequate spacefor window display and for parking. Theadvantagesof this
location is that the retailer don’t have to face more competition, low rent, bet-

ter visibility and adequate parking space. But here are some disadvantages
also such asretailer hasto spend more to attract customer, cost cannot be
shared likeashopping centreand lack of variety productsfor customers.

Downtown ar ea: It isanother type of location likemalls, usually located in
cities. It mainly attracts customersfrom city or towns. In certain aress, thistype
of retail store servedifferent sections of population such asmiddleincome
class customersor upper income class customers. Lack of parking spaceis
generaly abigissuefor downtown retailers. Herethe owner of business has
morefreedom.

Shopping centr e shopping centrelocationsarelikesmal mall having some
guidelinesor rulesfor their tenantsdirecting their conducting of business. The
rulesare probably lenient than malls.
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5. Home-based: Home based business arethoseretail businesswhich arelo-
cated as a part of retailer’s home or near to the home. It is an inexpensive
option, but growth may berestricted. Sometimes, it may difficult to separate
thepersonal lifeand retail businessand can create problems.

6. Officebuilding: The officebuilding or abusiness park isone of theretall
locationfor aretailer. Professiona business can bedonein thesetypeof loca
tions.

Factors affecting choice of store location

Thereare certain factorsthat should be considered by theretailer whileselectinga

location for doing abusiness. Beforesigning alease, retail er should understand the

rules, policiesand procedure rel ated to theretail business. Following are some of
thefactorsthat affect choice of storelocation:

Typeof retail form

Availability of capitd

Kind of productsbeing sold by theretailer

Natureof customers

Basicinfrastructurefacilities

Safety and security consideration

Accessibility andtrafficflow

Cost factor

Personal factors

Parking space availability

Competitorslocation

Vighility

Market trendsand potentia for future expansion

Return oninvestment.

Theimportant factorsaffecting choiceof storeslocation are explained below:

VVVVVVVYVYVYVYVYVY
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Kind of product sold

Whilesdlecting astorelocation, retallershaveto consider thetype of goodsgoingto
sdl. Inthe case of convenience goods, theamount of customersisvery important.
The shop should be easily visibleto the customers, there shoul d be enough space
and needsenough areafor window display. The customerswill prefer to purchase
conveniencegoodsfrom easily accessible stores. In the case of shopping goods, the
retailer hasto consder thequality of thetraffic. Thereshould be spacefor display of
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products, the customers can easily movetowardsthe product and parking space
must also be considered. The speciality goodsretailer may locate in the type of
nei ghborhood wherethe adjacent storesand other establishmentsare compatible
with their mode of operation.

Accessibility

Easeof trafficflow and bility areimportant for somebusiness. Certainfactors
must consider in case of such business. Easy walk-in or drive-by traffic, parking
facility, distancefrom residentid areasand other businessaress, Street Sde, vishility
and neighbours. Hencetheretailersmust study theflow of traffic, parkinglotsetc.,
whilesdlectingalocation.

Cost factor

Costisanimportant factor inlocation decision. It consist of rent, lease, insurance,
security, utilities, lawn care, buil ding maintenance, property tax, remodeling, painting,
repair and all other related costs of having aplaceto conduct business operations.
If aretailer is going to own a property, then cost consists of purchasing land,
construction of compound wall, building, parking area, interior and exterior
decoration and al other related expense.

Personal factor

Whileselecting alocation, theretail er should also consider his personal factors
aso. Theretailer hasto consider thedistance from hometo shopwhileselectinga
location. If theretailer sel ectsalocation far away from home, hehastotravel along
distanceand thiswill create hedth problem and other problems.

Parking space

Inahighdensity populated area, finding spacefor parkingisvery important. Before
finalising alocation it should be ensure that there are adequate parking facilities
available especidly if thestoreexpects substantia vehicular traffic. Parking capecity
(thenumber of vehiclesthat can be parked) and Parking configuration (thedirection
of the parking lot islaid out) are the two factorsthat must be considered while
evauating aparking areafor aretail Ste. Based onthequarntity of traffic, the parking
space must be extended.

Competitor’s location
Whilesdecting alocationfor aretail business, theretailer must check the presence

of other retail outlets nearby. The franchisee chains, department stores, factory
outlet and other mgjor retail centers should benoted. The quantity of traffic towards
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the competitors store must al so be considered. If the other competitors provide
high quality productswith reasonabl e price and have high amount of traffic, thena
better |ocation should be considered.. An exact |ocation may benext to pardlel or
complementary businessesthat will help to attract more customers.

Visibility
Theretail store must belocated in such aplacewhichisvisibleto the customers.
Theretail store can be seenfrom themain flow of traffic. Lessadvertisngisneeded

for ahighly visible store. A retail storelocated far away from thetownin afree
standing building will need more marketing than ashopping storelocatedinamall.

Inadditiontothefactorsdiscussed above, aretailer should a so consider thefactors
like necessity of special lighting, availability of rest room for staff and customers,
adequacy of fireand policeprotectionsarea, facility of sanitation service, and sufficient
density of populationinthe area.

Suggested Activity:

1. ldentify factors affecting choice of store location.
2. Classify different location of retail store.
3. Prepare diagrams on effective store location.

Concept of store layout

Every retail Sorehasalayout that decidesthe arrangementsof the goods offered by
that storeand utilize alocated floor space. A good layout of the storenot only attract
customersbut alsothey would prefer to buy productsfrom that storeitself whenever
need arises. Awell planned retall storelayout dependson thecustomer traffic pattern,
product displaysand permanent structuresalowstheretailersto sell more products
for each squarefoot of theall ocated selling spacewithin thestore. Theretailer has
to understand the behavior of the customer and haveto set up more customer friendly
layout. Usudly, thestore layout design will depend on thetype of productssold, the
building | ocation and how much the business can afford.

Generdly straight floor planisagood layout for any type of retail store. Diagona
floor planissuitablefor salf-servicetypestores. Angular floor planisbest suited for
pecialty stores. Thegeometric floor planissuitablefor apparel shops. Themixed
floor plan crestesmost functiona storedesign. A perfect layout guidesthe customers
throughout the store, easily findsvariousitemsandisan effective marketing tool.

<
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Objectives of store layout
1. Optimum utilization of availablestore space.
Lessmovement and product handling.
Digtancetravelled by the customerswith minimum physica effort.
Easy of storemaintenance.
Maximum product visibility.

S L S

Maximumflexibility.
7. Maximum safety for employeesaswell ascustomers coming to the store.
Different types of store layout

A layout of the storedisplaysoverdl imageof thestore. It isthe physical location of
the various departmentsthat facilitates shopping in aretail store. Several layout
commonly used by theretailersarefree-form, grid and racetrack. Thegrid design
isbest suited for grocery storesand drugstores. Herethe customersare expected to
explorethe entire store at aglance. Department storesand Margin free shopsare
mostly used racetrack design. Free-form designismainly usedin small specialty
storesand large hypermarket and malls. Varioustypes of storelayoutsareexplained
beow:

1. Gridlayout

It isatype of storelayout inwhich counters and fixtures are fixed aslong rows
through out the store. Thistype of layout isvery ssmple. Thegrid designisbest
suited for restaurants, grocery stores and drugstores. Here the shelves and racks
arearranged to form vertical and horizontal way throughout the storeand lead to
check out lanes|ocated at thefront side of theretail storewherecustomersare enter

and exit. Theadvantages and disadvantages of thesetypesof layout areasfollows:
Advantages

* [owcost

e Effidentand convenient

e Easy maintenanceand cleaning

e Customer movement can betracked easily

e Sdf-sarviceispossble
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Goodsarevisibleat aglance
Lesswasted space
All aidesareof samewidth

Cusgtomer familiarity

Disadvantages

Limited decorationispossible

Usually seen and create monoto-
nousenvironment

Simulation of rushed shopping
behaviour

Customersdo not exposed toall
merchandise

Impulse salling may not bepossible.

Grid layout

=t
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Figure-z.l |

Customershaveto travel morefor finding product categories.

2. Diagonal layout

Diagond layoutsaresmilar

togridlayout. Thegoodsin
theretail storeisseparated
in to aisles which lead to
checkout area. Diagonal
floor planissuitablefor sdf-
sarvicetypedores. It offers

ASSSES
B

excellent visibility for
cashiersand cusomers. This
type of layout hel ps maximizethe spaceavailablein asmaller store. A picture of
diagonal layout isdepictedinfig. 2.2.

2 MouseTrap Layout

When customer entersinto thestore, thereis
only onedirectionto go. Thecustomer hasto
walk around thelayout to sel ect the products
and has to stop until they reach checkout
point. Thistypeof lay outismainly usedin

furniturestores.

Figure 2.2
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3 Mixed floor plan

Mixedfloor planlayoutincdludesall typesof layout | '
designed throughout the store. Thistypeof layout

ismainly seen in large stores like department D %

stores. Depending uponthetypeof merchandise,

the design of layout will set accordingly.

Customerscan find products quickly and easily, Figure 2.4
by using different types of layout depending upon

the type of merchandisethey displayedin each

department.

5. Freeflow layout

Infree-flow layout store, thelayout isdesigned asfree-flowing patternonthe sales
floor. Thelayout isnot structured. Thistype of layout can be seenin specidity stores
and malls. More spacious, typeof lay outismoreideal and flexibleto display the
merchandise. Here the shelves and racks are arranged in such a way that the
customers can movearound and find productseasily and also the staff can easily
accessthe customersand assi st them. Customers may spend moretimein the shop
and purchase unplanned products. Mainly thistype of layout focusesoninterior
desgntodifferentiate merchandiseitemsand departments. Thisisgenerdly usedin

Specidity stores.
Dressing F:oorns: : |
e I
(&)

@..

Figure 2.5

6. Loop layout

Looplayoutisatypeof layout designed at thebeginning of theentrance. Thecustomer
hasto begintheir searching of productsfrom the entrance onwards. Itisa so known
as Racetrack layout. The layout is designed in the shape of acircle, square or
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triangle; after selecting productsthe

customer returnsto theentranceof the Racetrack/loop layout

store. Latest arrivalscan beplacedin , : :

themanades. Itisgenerdlyusedin ; | ‘
discount stores. Thislayout guidesthe ; :

customer traffic around various [ | : | ‘
departments. Cash sections are Figure2.6

typically located in each department

border of Racetrack. The advantage of loop layout isthat the customer isableto
seethemerchandiseavailablein multipledepartmentsand facilitateimpul se purchase,

7. Spinelayout

Thistypeof layout isdesigned exactly like spine. A single path runsfromthemain
entrance to the back side of the retail store. In both side of the spine, the store
department usesgrid pattern or freeflow pattern towardsthe back sidewall based
on the goods they sold, where the customers can move towards and easily find
productsaccordingly. Within these departments, either afreeflow or grid layout can
be used.

Spine layout

L L

-

Figure2.7
Store Design

A retail storelayout designisvery important becauseit isthe best way of displaying
and presenting the goods before the customers. A store design isthe function of
location, architecture, layout and storethemewith the objective of pursuing cusomers
tothestorefor purchasing goodsand services. Thisisthe best method of attracting
customerstowardsthe storeand if they attracted they will become regular customer
of theretail shop. It isatype of advertisement a so. The goods can be displayed on

>
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the shelves, hanging from something, or can be placed on tables. Goods should be
kept in various places accordingly. Some products such as perishablegoods should
keep on placeswhich are air-conditioned. Some products should bedisplayedin
thefront placeof theretail store. Products such as sachets can be hanged out. Once
the customer entersinto the store, the design and layout hel psthe buyersto guide

through various sectionsof the store.

Objectives of a store design
Theobjectivesof storedesign areasfollows:
1. Implementretailer’s strategy

2. Influence customer buying behaviour
3. Enhanceflexibility

4. Mantainlegd requirement

5

6

. Control design and maintenance cost

. Maximum sdesrevenue

Types of store design

A good storedesign hel ps customersto find and purchasethe merchandise easily.
The store design hastwo dimensions: (1) internal design and (2) external design.
Access, vigibility and good ambience areimportant elementsfor externa design.
For internal design, severa layout commonly used by theretailersare (1) free-form
(2) gridand (3)) racetrack. Thegrid design isbest suited for grocery storesand
drugstores. Herethe customersare expected to explore the entire storeat aglance.
Department stores and Margin free shops are mostly used race track design.
Free-form design ismainly used in smal speciality storesand large hypermarket
andmdls.

Inorder to provide product i nformation and location, signage and graphicsareused.
Digita signageiscommonly usedinlargeretail storeswhich attract the customers.
WEe| planned designed retail storeallow theretailersto utilize maximum placeand
will get maximum sdes. Every inch of spacemust beefficiently planned for maximum
display advantage. A retailer must carefully understand the management of store
gpace and storedesign.
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Store design tips

1. Thedisplay and signage board should bevisibleto all. No need to add too
muchinformation.

2. Designmust beemphasison desired featureswith the hel p of contrast, sizeor
repetition.

3. Proper lighting should be provided inthe store. It should enablethe customers
to seethe productseasily. Spot light can be placed inorder to get attention for
Specificitems.

4. Thestoremust provide positive ambienceto the customers. Then only the
customerswill comeback again to purchase products.

5. Preferably uselight colour paint onwallswhich should provideapleasant fedl -
ingstoal.

6. Makesurethat productsare displayed according to thelatest trends. For ex-
ample, clothsfitted on thedummies must be changed fromtimetotimeto avoid
monotony.

7. Don’t kept unnecessary furniture and fixtures that create an obstacle to the
customers.

8. Makesurethat necessary |abel spasted on the shelvesand racksfor the cus-
tomersto easily locate productsthey want to buy.

9. Thestoreshould bekept neat and clean.

10. Soundand smell createsatotal sensory marketing.

11. Makesurethat productsdo not fall off the shelves. Products should arrange
properly.

12. Thestoremay bedesigned considering certain factors such as progression,
dterationand continuity.

13. Do not stock anything at the store entrancethat block theway of customers.

Visual merchandise displays

Visua merchandising refersto the integration and co-ordination of all physical
elementsintheretall sorewhich projectsapleasant feding tothe customers. Visua
merchandising reinforcesimage, product and servicesof retaler. Visud presentation
has moreadvantage over print and broadcasting advertisement. For example, women
usually look towardsapparel storeswhile passing through and by seeing thewindow

&
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display; they cametoknow about thelatest trendsand fashions. Visua merchandise
produces mental imagesthat pursue customersto closely examinethegoodsand
make purchasefromtheretail store.

Accordingtolocd requirementsand
needs of customers, some

AL HAX modiificationscan bedonein chain
‘-—l.&ﬂ.I inw stores. Window display is an
am® _ — = . L7
== o= o important element in visual
1 R A= D S merchandise. Other than that interior
=g = e Ty | . .
Figure2.8 and exterior design and layout,

product display, fixtures music, light

effects etc., comes under visua
merchandisng. Thesedementsareimportant to enhancetheability of retail store
and helpto increase sales. Effectivevisua merchandise hel psin makethe store
environment attractive and responsive to customer needs.

Now aday, latest technol ogiesareimplementing in visual merchandiseinorder to
attract all types of
customers. Magicmirror
and Radio Frequency
Identification Devices
(RFID) are used to —
enhance the impact of i

visual merchandise. The g

new generation cuUsto .., R i I Sy
mers prefer artistic Figure2.9

display of merchandise

and theatrical ambience

for thedecoration of retail stores. Withthehe p of artistic useof visud merchandise,
theretailerscanincreasetheir salesvolume.

Types of Apparel Display Fixtures

Assessment Activities
( 2

1. Prepare achart showing different type of stores layout

2. List out the tips for stores design.

3. Misit a nearby textile showroom observe the store design and
present it in the forms of a chart.
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Major functions of Store Associate

Thereare many key positionsrequired for operating aretail storefor itssmooth
functioning. Thesepositionsareasfollows:

Stocking and Inventory Associates

Stocking and inventory associates are responsi blefor the flow of goodsfrom the
point of delivery to the salesfloor. They areresponsiblefor receiving the goods,
unpacking, processing, organizing and storing the goods. They need not do any
heavy lifting jobs. The store associates have to ensure that the goods are easily
accessible, visudly gppedling and congtantly avail able. The companiesmerchandise
and display standardswill beintheir hands.

Main functions of stock and inventory associatefor the profitability of theretall
organisationsincludesrece ving, handling and hel ping to manageinventory of goods
and supply thegoodsin a organized and timely manner.

Receiving

Stock and inventory associ ate check the merchandise and supply deliveries; verify
that quantitiesreceived matcheswith billsof |ading, purchase ordersand other rel ated
documents. After received theincoming shipment, the stock and inventory associate
will maintain an ongoing and proactive communication with key partnersabout the
detail sof new arrivasof products, order shortagesand overagesand delivery delays.

Inventory management

Stock and inventory associ ate hasto maintai n accurate tracking and documentation
of themerchandise. They areresponsiblefor maintain adequate stock inthe store
andinform the key partnersabout the shortage of merchandise. They areresponsible
for conducting daily accounting and documentation al so check external transfers,

damaged goods, and manufacturer returns.
Merchandise handling

Stock and inventory associ ates are responsiblefor handling merchandiseinand out
of thestore. They areresponsiblefor take goodsfrom the storage, movetheitems
to stock shelves, fill displaysand usetracking and communication toolsto advice
appropriate staff about new inventory level and product placement. They may aso
manage stock room, ensure accurate packaging and labeling, proper placement,
neat arrangement and ensurecleanliness.
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Required Skills

Thestock andinventory associate haveto usewiderangeof equipmentsand machines
whileworking in aretail stores. It includes computer, calculator, pricing guns,
cardboard bailers, cranes, power jacks, trash compactors, hoistsand forklifts. Proper
training isneeded for handling these equipments or appropriate certification would
behd pful if needed. For handling compuiter, the stock andinventory associate need
abas cknowledge of programssuch asMicrosoft excel, Accessand outlook. Basic
knowledgein mathematicsal so required.

Physical requirements

The stock and inventory associate haveto do handling of merchandise, managing
inventory, display of productsetc., need physical fitness. Their physical functions
will includelifting of cardboard caseshaving morethan Skilogram, ladder climbing,
bending, twisting, pushing, pulling, reaching, handling customer queries, movinglarge
quantities of merchandise, performing repetitive motion, standingand walking upto
8 hours. Hence the stock and inventory associate must have physical fitnessfor

performing their job properly.
Duties and responsibilities of Retail Store Associate

Theretail store associate hasto develop agood relationship with the customersand
staff . He should work in adynamic team, maintain aclean store environment,
follow the policiesand procedure of retail storein order to maintain safe and ethical
environment and hasto understand local market operations. Following are some of

thedutiesand responsibilitiesof aretail storeassociate:
1. Worktobuildalongterm relationship with customers.

2. Understand the needs and wants of the customer and make appropriate sug-
gestionsto makethem satisfy.

3.  Greeting thecustomerswhen they arriveinto theretail storeand learning the
motivationfor ther vist.

4. Deveop proper understanding of products, sal estechniquesand promotiona
products.

Completedl assigned tasksgiven by retail salesmanager.

Keep accuraterecord of inventory inthe store and place order inorder to keep
inventory level.

7. Dotheoffice management smoothly.




10.
11.
12.

13.
14.

15.
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Receivethegoodsand record it timely.

Display the goods properly and ensurethat they comply withthe quality stan-
dard.

Check regularly that the productsare arranged in neatly and orderly.
Provide proper guidanceto store personnel

Inspect and check the date of expiry of the products and remove those prod-
uctswhich meet expiry date and informto the appropri ate staff.

Proper store management, ensure correct labelling.
Proper placements of goods, neat arrangement, protect the goodsfrom insects
and other damages.

Maintain bin cardsand maintain cleanlinessinthe store.

Functions of Retail Store Associate

Following are some mgjor functionsof retail store associate:

© 0o N o a0k~ WD
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Record inventory

Order for delivery of goods

Receipt of goods

Issueof goods

Arrange goodson thebasisof quality and quantity
Proper display of goods

Design storelayout

Documentation of goods

Maintain adequate records

Obey legd regulations

. Inspect safety measures

Co-ordination with salesand purchase departments
Communicatewith customer

Maintain cleanlinessinthestore.
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Assessment Activities

1.List the duties and responsibilities of a stores associate
2. List any 5 functions of a retail store associate

TE QUESTIONS

10.

----------------------- isthedesigninwhich storesinterior is set up

IN --mmmmmmmem e shopping, the retail shops are located near to cus-
tomer.
Lack of publicity isgenerally abigisuesfor --- -retaiers

Poor location of retail storeresultsin
1.poor marketingresponse  2.low quality products
3. Noneed of advertisement  4.Increased sales

Raju your neighbor plansto commencearetile storein textiles near to your
town. Advise Mr. Ragju regarding thefactorsto be considered in selection of
storeslocation.

Duringapractical sessionin Marketing Lab, teacher asked youto arrangethe
productsunder Grid Lay out system. Draw achart for the same

Differentiate between Mousetrap |layout and spinelayout

------------------------ help the customer to locate the products easily

TRIVENI STORESA lapuzhadecided to conveneacompetition amongthe
studentson storedesign and planning. Asaparticipant inthe programme, list
out the preparations needed for store design.

The growth and success of aretail store dependson role of store associate.
Comment.
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UNIT 3
RETAIL SELLING SKILLS

INTRODUCTION

Every organization realize somewhere on the ability of the salesperson to

effectively sell their product or service. Intoday’s market, where there is huge
rangeof similar products, prospective customersare often confused by the many
choicesavailableto them. Customersneed ass stance before making apurchase
decision. They require more information about the product, a product
demondration eveninformation onguaranteesetc. Sdling skillsrequiretheeffective
input from empl oyeesto ensurethat they do everything possibleto makeasde.
Theemployee should be aware of theimportance of providing the customer with
theinformation they require, handling objectionsand closingthesale.

TheRetail Sdling Skillsfocusesonthemain aspectsof selling skills, including:
Persona Sdlling techniques

Customer relations

Handling Payment

Patience

Communicationskills

Reliability

Politeness

Alwayswell groomed and dressed

Constant brand image and message portrayed

Good knowledge of dl productsand services

In thisunit retail selling skills, method of selling, and selling processare

included.
LEARNING OUTCOMES

Thelearner:

| dentifies the methods of selling in retail

Appliesthebasic salling skills.

Recogni zes the necessity of pre sale preparationsin retailing

| dentifies importance of receiving and greeting the customers




Reference Book ||}

Ascertain the needs of customer and arousing interest

| dentifies the methods of product presentation

| dentifies the different methods of handling objections
Under stands how to close the sales.

Describes the company loyalty schemes

| dentifies the quantity and quality of the stores received

Confirms storage requirements and ensure appropriate handling
procedure

Describesthe basic under standing and competencies for billing
per sonnel

Handles the various modes of payment

| dentifiestheimportance of maintaining good customer relations
Applies the various means of customer support.

Handles customer grievances.

Methods of selling in Retail

A sdeistheact of selling the product or servicein return of money. Itisthebeginning
of an engagement between the customer and the seller or the extension of that
engagement.. Following arethe options availablewith which asale can betake

place:

L X4

R
L X4

R
L X4

7
%

7
%

7
%

R
L X4

R
L X4

Direct Saes
Proformasales

Agency based whichincludes saesagents, sl esoutsourcing, transaction
sales, consultative sales, complex sales, consignments, tel emarketing, re-
tals

Travdlingsdesman

Request for proposal

Businessto business
Electronic
Indirect

The selling methods can be broadly classified into
1. Oneoff sling
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2. Rdaionshipsdling

3. Sygemsdling
1. ONEOFFSELLING

Inthissdlling Situation, thesdlerissdlling hisproduct to someonewho will probably
never seeagain. Beyond the courtesy of strangers, he do not particularly care about
them and they do not care about him.

2. RELATIONSHIPSELLING

Rd ationship sdling happensinany stuationwhererdationshipsareimportant. Many
successful retail salespeoplefocusstrongly onrelationships. Animportant part of
the selling wherewe want to repeat the sal eisthe rel ationshi p between the sales
person and thecustomer. Thistypeof selling endsup in such amanner that the
buyer will fed that they havegot afair deal and hedo not want the seller to go out of
thebusiness. Trust isan essentid factor inthiskind of selling.

3. SYSTEM SELLING

The selling process sometimes becomes simple and often complex becausethe
slerissdlingto asystemnot aperson

a. Selling to the system—The company system

When asdler sellssomething to acompany heisnot just selling it tothebuyer but is
sdling tothewholecompany whichismadeup of independent units, any of which
have different goa sand obj ectives which make conflicting demands onthe sdller.
When sellingto acompany thefirst task istofigureout the systems.

b. Selling to the system—A solution system

Whenwesd|, wedo not sell aproduct. Wesimply solveaproblem of thecustomers.
What isto bededlivered isacomplex system.

RETAIL SELLING SKILLS

Persond sdllingisthe processof convincing the customer about the product through
persona communication. Thesdespersonisflexibleenoughtoprovidetheinformeation
according to theneed and behaviorsof theindividual customer. Retall selling take
place when apotential customer approaches aretail store. Heretherole of the
sdespersonisto satisfy theneed of the customer with theavailable merchandisein
theretail store. Sdescan beaffected through friendly respectful and patient gpproach.
of theretailer. Building trust bringsback repeat customers, evenif they haveto go
out of their way to get aserviceor product. A retail saleisauniquenicheof sales
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that requiresacertain skillsset fromthesalesperson if they aregoing to be successful
inthisarea. Following arethecommon selling skillsneededinretall

e  Peasond Sdlingtechniques
e  Cugomer reations
e  Handling Payment

e Pdtience

e Communicationskills
e Rdiaility

* Politeness

e Alwayswell groomed and dressed

e  Constant brand image and message portrayed
e Good knowledgeof al productsand services
Assessment Activities

[List out common selling skills needed in retail industry J

RETAIL SELLING PROCESS

Retail salesman adoptsvarious approachesto sell their merchandise. Irrespective
of the selling approach adopted by them, there would be some basic stepsthat a
retail person followswhich together constitutetheretail selling process. But the
time asal esperson devotesto each of these processes may vary depending onthe
merchandisetype, the customer and thesituation. Thereforethe process of retail
slinginvolvesal activitiesthat asal esperson undertakesto executeasal etransaction
from start tofinish.

e PreSdePreparation
e Openingthesde

®  Progressingthesale
e  Sdespresentation

e  Objectionhandling
e C(Closngthesde

e Followup
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1. PRE-SALE PREPARATION

Following arethepreparationstobemade beforeasale
Preparation by the sales person

e  Pesond Hygiene

®*  Appearance

e Dressng

Preparing the Workplace

e  Knowledge of shop - area, floors, products

e  Knowledgeof floor - area, departments, sections

e  Knowledgeof section- Product/Brand History, Sizes, Material
e  Knowledgeof inventory system - How/Whento order,

e Stock Arrangement and Displays- Color Co-ordination, Stacking Proce-
dures,

e C(Clealiness

Market Awareness

e Trendsand Fashions

e New storesopeninginthe market

e  Specid featuresof competing stores
Knowledge of Customers

e Typesof customers- indicatorsof ther lifestyles
e  Buying motivationsfor variouscustomers

Pre Sale Preparations Check-list

e  Counter/section cleanliness

e Display of merchandiseas per planogram e.g. Color blocking, Ascending
order of sizestacking, Descending order of sizehanging, Co-ordinated dis-
plays, Price-point wisedisplays, Families of merchandisetogether, High-
lightingdow/fast movers

e QOrganizing replenishment from receiving bay & back-storeareas
e  Ensurecirculation planfor thesection
e Checkdisplays& focd points
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e  Ensureprice& security tagsoneachitem
e  Cleanlinessof cash counters
e  Knowledgeof schemesrunning acrossthestore

®  Yesterday’s achievement, last week same day’s achievement, today’s target of
thedepartment serviced by him/her

e Lightingisinworkablecondition

e  Ensurecustomer conveniencefacilities(Tria rooms, water coolers, toilets) are
clean & accessible)

e Refresh product knowledge of existing range and acquire the samefor new
range
2.OPENING THE SALE

Thisisthebeginning of the actual salesprocess. The purposethe statgeisto make
the customer feel wel comed and comfortablein thestore. It involves:

R

“»  Approaching and greeting the customer

=  Why to Greet — making your presence felt, making the customer feel
important

=  When to Greet — after the customer is comfortable in the store, when
looking around for help

=  Whether to approach or not — leave the customer alone if he/she does
not need assistance

= How to greet — Politely, not in a hurried manner, choose the correct
language
< Ligtening and understanding the customer needsto make sales pitch readly.
3. PROGRESSING THE SALE
Itisapart of thesalling processimmediately following theopening of sale.
Therearetwo major aspect of thisprocess:

— Discovering Customer’s needs — Inleast possible obtrusive manner, how
the customer is behaving, customer’s attire and clothes, his choice of
color and style, questioning the customer and picking the clues
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— Need Analysis— Detect the underlying reason of buying like for com-
fort, physical pleasure, self esteem or gifting and then sell on these
points.

4. SALE PRESENTATION

The process of sa es presentation covers two areasi.e. knowledgeabout the store,
thevarious sections and merchandi se kept in them, the customer types, inventory,
thedisplay of merchandiseand most importantly product knowledge (covered under
salespreparation) and customers needs, likes, and disikes, expectation and most
importantly his buying motives (covered under ‘progressing the sale’), in order to
givethe customer theinformation that he needsand a so help him makethe buying
decison.

Thevarious stepsareasfollows:

e Linkingtheproduct feature and the customer needsand wants.

e  Readingthe customers’ mind.

e  Translating facts into benefits, which motivates a customer to buy —talk about
the benefitsand not technicalities.

e  Developing an appropriate entry point for product presentation —which range
toshow first.

e  Convey vauethrough product handling.
5.0BJECTION HANDLING

Itiscrucid for the sdesassociateto realizetheimportance of objections. Theseare
after dl thestepping Sonetowardsclosngasde. By raising an objection, thecustomer
ISgivingyou achanceto convince him about theproduct or to removeany reservations
he might have about acquiring the product.

Thefollowing conceptsarerelated with the objection handling:

(@ Reasonsfor objections: If thecustomer isnot convinced asto the quality,
priceor serviceregarding the product, he may raise some objections.

(b) Respondingto Objections— The following points are needed to be kept in
mind whileresponding to objections:

= Listencarefully to objection.

= Remancdm
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= Neverinterrupt

Restate the obj ection phrased asaquestion

Empathizeswith the customer

Seek the customer’s agreement from your response.

() Handling objections: Before starting to solve aproblem it isimportant to
figureout whether itisagenuine problem or just an excuse. Itisimportant for
the sales personto treat even an excuse objection like area objection so that
theunderlying real reason for the objection can emerge. Therecan bedifferent
forms of customer objections and the sal es person must have a plethora of
waysof overcoming them depending on the specific sdesstuation. Themeth-
odsdiscussed are:

= Directdenid

= The “Yes, But” method.

= Thesuperior point method.
= Thediggingtechnique.

= Boomerang method.

6.CLOSINGTHE SALE

Itisimportant to reiterate the point that theam of opening any saleisto closeit. All
the efforts being made during the sal e, right from pre-sal e preparation upto the
actual saleprocesswould go wasteif the salespersonfailsto closeit properly.

Common salesclosingtechniquesare:

% Thedirect close: when the customer is asked directly about his buying
decision. Like,

= “Shall I pack this up, sir?”
= “Would you like to buy this kurta?”
= “Shall I make the bill?”

+» Theassumption close: when the customersbody languageindicatesthat he
has already made the purchase decision. Example, ““how do you wish to pay
for this?”
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< Thelimited choiceclose: giving the customer alimited positive choiceto
make the buying decision easier, more so when the customer isnot ableto
make up hismind. Like, “which will it be, sir, the suit or the leather jacket?”

% Thesuggestion close: when the buyer requires a gentle push towards the
final purchase decision. For instance, ““may | suggest that you go for the
black trouser since it can be worn with just about every color”.

< Thesummary close: herethe sales person summarizesthe benefits of the
product and endswith aquestion. For example, ““this business suit is ideal
office wear for winter because of it’s thick material and the color, and the
wrinkle free texture makes look good throughout the day. Shall | pack
this up for you, madam?”

» Theisolation gage whenthe customer hasawiderangeof product to choose
from, then after ng the customer needs, the sales person shortligtsit to
2-3mogt suitableitem and then by eimination bringsit downtoonefind choice.

7. FOLLOWUP

Follow upisanimportant part for assuring customer satisfaction, retaining customers
and prospecting for new customers. Thismeans by sending athank you note, calling
the customer to make sure a product was received in satisfactory condition or
checking to make sure aserviceis meeting the customer's expectation.

¢

L)

L)

Assessment Activities

'4 \

1. Preparea chart showing the chronological order inretail sell-
iNng preess.

2. Write a conversation between a salesman selling washing ma-
chine /television with a prospective customer

3. Wite important tips for handling objections on the part of
customer

& J

SALES PROMOTION ACTIVTIES IN RETAIL STORE

Retail promotion can be defined asany communication between theretailer and his
target consumersthat informs, persuades, and remindsthe later about anything
related to thestore. Theimportance of promotionin retailing can be understood
with thefollowing aspects.

&
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1)

2)

3)

4)

5)

Promotion makes a positive influence on the customer’s perception, attitude
and behavior which will lead to an increasein storeloyalty, storevisit and
product purchase.

Promotion objectives must be specific, actionable, realistic and result ori-
ented.

Promotion enablestoidentify the specific market, the merchandise, goadsand
theperiod for which the promotional activitieswill becarried out

Promotion providesinformation and knowl edge about the product to the con-
umers

Promotion ensuresfavorabl eattitude of consumerstowardstheretailer and his
products.

Retail promotion at the store includes Point of purchase, contests, sweepstake,
coupons, frequent shopper bonus system, prices, samples, demondtrations, referral
gifts, premiums, specia events, etc.

Short term incentivesto encourage purchase of the product or service can also be
giveninfollowingforms:

a)

b)

Soreatmosphere— store environment can be translated into the stores physi-
cal features, ie, layout, display, colour, lighting, pleasing music, visua mer-
chandising etctogether can haveapostiveinfluenceindrawing customersinto
thestore

Retailers’ web site— most of theleading retailers have been creating their
ownweb sitesto communicatewiththeir customers

E- mail — today with electronic media being used for communication, e mail
isset to bevery popular promotiona tool of theretailer

L oyalty cards— A loyalty card program is an incentive plan that allows a
retail businesstogather dataabout itscustomers. Customersare offered product
discounts, coupons, pointstoward merchandise or some other rewardin ex-
changefor their voluntary participationinthe program. A secondary goa of a
loyalty card program isto build repeat business by offering participating cus-
tomers something that isn’t available to non-participating customers.
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CUSTOMER RELATIONS

Any businessbenefitsfrom good customer relations, whether alarge corporation or
amom and pop shop. Customer relations, or customer service, referstotheway a
bus nesscommunicatesand interactswith the public to gainand retain customers. It
Isnecessary for abusinessto cultivate good customer rel ationsto attract and keep
aloya baseof customers. Some compani eshire consultantsto advisethem how to
develop sdller customer relations.

Customer rel aionsiskey to understanding consumer motivation. Without ng
customer relations, it’s difficult for acompany to know how visible it is in terms of its
client base. It’s also hard to figure out how to grow the company without
understanding there ationshi psit haswith current customers.

Maintaining a loyal base involves building relationships with customers by
acknowledging them. Itisdifficult to attract customers, and akey aspect of customer
relationsisretainingaloya baseof customerswho kegp coming back to thecompany.

CUSTOMER RELATIONSHIP MANAGEMENT

Customer relaionship management (CRM) isaterm that refersto practices, Srategies
and technol ogiesthat compani es use to manage and anayze customer interactions
and datathroughout the customer lifecycle, with the goal of improving business
rel ationshipswith customers, assisting in customer retention and driving salesgrowth

Customer relationship management CRM) is an approach to managing a
company’s interaction with current and future customers. The CRM approach tries
to analyze data about customers’ history with a company, in order to better improve
bus nessrel ationshipswith customers, specificaly focusing on retaining customers,
inorder todrivesalesgrowth. Oneimportant aspect of the CRM approachisthe
sysemsof CRM that compileinformationfrom arangeof different channds, including
acompany’s website, telephone, email, live chat, marketing materials, social media,
and more. Through the CRM approach and the systems used to facilitate CRM,
businesses|earn more about their target audiences and how to best cater to their
needs. However, the adoption of the CRM approach may aso occasionaly lead to
favoritism within an audience of consumers, leading to dissatisfaction among
customersand defeating the purpose of CRM.

It isaprocess or methodology used to learn more about customers needs and
behaviousin order to devel op stronger relationship withthem. Itiswidely used for

managing company’s interactions with customers and clients

&>
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IMPORTANCE OF CRM

1.

A CRM system cong stsof ahistorica view and analysisof dl theacquired or
to be acquired customers. Thishelpsin reduced searching and correlating
customersand to foresee customer needs effectively and increase business.

CRM contains each and every bit of detail s of acustomer, henceitisvery
easy for track acustomer accordingly and can be used to determinewhich
customer can be profitable and which not.

In CRM system, customers are grouped according to different aspects ac-
cording to thetype of businessthey do or according to physical |ocation and
aredlocated to different customer managers often called as account manag-
ers. Thishelpsin focusing and concentrating on each and every customer
Separately.

A CRM systemisnot only used to ded with theexisting customersbutisaso
useful in acquiring new customers. The processfirst startswithidentifyinga
customer and maintaining al the corresponding detail sinto the CRM system
which is also called an ‘Opportunity of Business’. The Sales and Field repre-
sentativesthen try getting business out of these customers by sophistically
following up with them and converting theminto awinning deal . All thiscan
very easily and efficiently bedone by anintegrated CRM system.

The strongest aspect of Customer Relationship Management isthat itisvery
cost-effective. The advantage of decently implemented CRM systemisthat
thereisverylessneed of paper and manua work which requireslesser staff to
manage and | esser resourcesto deal with. Thetechnologiesusedinimple-
menting a CRM system are also very cheap and smooth as compared to the
traditional way of business.

All thedetailsin CRM systemiskept centralized whichisavailableanytimeon
fingertips. Thisreducesthe processtimeand increases productivity.

Efficiently dedingwith al the cusomersand providing themwhat they actualy
need increasesthe customer satisfaction. Thisincreasesthe chance of getting
more bus nesswhich ultimately enhancesturnover and profit.

If the customer issatisfied they will alwaysbeloyal to youand will remainin
businessforever resultingin increasing customer baseand ultimately enhanc-
ing net growth of business.
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CUSTOMER SUPPORT

Customer support includes providing an excellent customer service. Someof the
practical pointsthat need to know for deding with customersincludesthefollowing

v Smilewhen greeting acustomer in person

v Useageappropriategreeting

v" Inspect merchandise before bagging it to make sureits not defective or
thewrongsize

v Beproactive and ask how you may be of service

v All customers deserve attention regardless of their age or appearance.
Stay visible and available when a customer comes to the retail store. Don’t
turn away, walk away, start to make a phone call as a customer ap-
proaches

v Never answer that I don’t know until and unless you cannot help at all.

v If acustomer wants something that isnot on thedisplay , go to the stock
toomand trytofind it. If the item isn’tin the stock room, offer to call
another storeor order it

v Learnto read body languageto seeif acustomer sue somehelp.

v" If the customer’s credit card is declined by asking if there is another
method of payment the customer would liketo use

v' Makesure customersreceive everything they have paid for beforethey
leaveyour store.

HANDLING CUSTOMER GRIEVANCE

To respond to acustomer who has several complaints, keep thefollowing rules

firmlyinmind:

1. Listen with understanding and sympathy—this will reduce the anger and
demonstrates your concern. It isvery important to show asincereinterest
andwillingnessto hdp. Thecustomersfirstimpression of youisimportant in
gaining cooperation

2. Never or ever blame or makeexcuses. Instead, takefull responsibility and
initiativeto do whatever you can to solvethe problemsquickly aspossible

3. Recordwhat thecustomer tellsyou?

&>
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4.

7.

Find out what the customer wants—a refund, credit, discount or replacement.
Find out what their problem isso you can work towardsit and not towardsa
solution they do not want

Propose a solution and gain the customer support—when the customer tells
you what hewantsthe solution isobvious. State your solutionisapositive
manne.

Ask what they would consider afair alternative—never let the consumer lose
face. If you cannot meet their request, say so, but never say they arewrong
and never get into argument with customer. It isimportant to consider the
fedling of customer and to be courteous.

Follow upwithinfew days

HANDLING COMPLAINTS
Thereareseveral key stageswhen handling acomplaint:

1.

Thank thecustomer for complaining - You should consider yourself [ucky that
the customer is prepared to give up their timeand money to let you know that
they haveaproblem, instead of just walking away - acomplaintisagift.

Say that you are sorry that the problem has happened - Thisis NOT an
admission of guilt on your part, it’s just good manners.

Put yoursdlf intheplace of thecustomer - Thiswill ingtantly giveyou an advantage,
asyou not only will have moreempathy with the customer, but also you know
your business better than them and so can hopefully seethe solution quicker.

Start with theview that the customer hasavalid point, not that they aretrying
toripyou off - Itistruethat thereare some professional complainersout there,
but they arein theminority, and, if you arealocal store, you probably know
them anyway. A ccepting that the cusomer may well haveapoint, eveninterndly,
may well trigger off ideasfor an acceptableresolution.

Get dl thefactsfirs - Letting thecustomer giveyou dl of theinformation hel ps
you fully understand thesituation and, if they areemotiond, will givethemtime
to cam down.

Correct the mistake - Don’t leap straight to the “free gift” route. While it’s very
tempting to give the customer agift, or vouchers, too oftenitisdoneinstead of
solving the problem. Thiscan lead to more complaints about thesamethingin
the future because the problem hasn’t been fixed.
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Makesurethat your definition of theright fix isthe sameasthe customers.

Learnfrom every complaint - Do something! Fix the process, train staff inthe
issue, diminatethefault. Wherever possiblelet thecomplaning customer know
that he has helped you resolve a problem - they’ll feel great and come back
againandagain (and will probably tell their friends!).

9. Minimizereasonsfor complaints- Do you have acontinuousimprovement
culture? Do you check customer (and employee) satisfaction regularly? Do
you check thequdity of the goods sold in your organization?

10. Alwaysrespond - Make surethat everyonewho complainson thetelephone,
by letter, or by email getsarapid and appropriate response.

11. Listentoyour staff - They nearly always care about your company and doing
agood job. They area so much closer to the customersthan you are. Ask their
viewsregularly and make changes when they are sensible. Make suretheir
complaintsarehandled too.

12. Lead by example- Itis note that your staff don’t listen to what you say;, it’s
that they dolisten, so make surethat you are dways setting theright example,
and giving complaintsyour persond priority. Reward good complantshandling.

Assessment Activities

r

1. Identify the various customer relation management techniques )
adopted by new generation bank situated near to your locaity.

2. List out the rulesto be kept in mind while handling customer
grievances

3. Listout thetips for handling customer complaints.

(. J

Organize the receipt and storage of goods in retail
environment

Prepare to receive goods
®  |dentify quantity and nature of goodsto bereceived.
e  Confirm gppropriate storage space availability.

e  Check and confirmthat all equipment required for recel pt and movement of
goodsisavailableandin good working order.

&>
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e Completerequired paper work , checking for accuracy and completeness.

e Ensurethat theareafor recelving goodsisclean, tidy and freefrom obstruction
and perils.

e Report any shortfal in space or mal function with equipment to supervisor

Receive Goods

e Checkthat al goodsasdetailedintheddlivery note have been received.

®  Recordrefusd saccuratdy following organisational standard operating proce-
dures.

e  Accurately update stock control systemsto reflect receipt of goods.
Store goods
e Confirm storagerequirementsand conditionsfor theincoming goods.

e Ensureappropriate handling proceduresfor perishableand non-perishable
goodsisin place.

e Followdl relevant legidation and organization policiesand procedures.

e Completeal administrative proceduresto ensure gppropriaterotation of goods

Requirement for maintaining security and safety duringddlivery and storage
of goods.

e  Policiesforreceivingand storing arange of productsind uding perishablegoods.
e  Administrative proceduresrequired for receiving and storing goods.

e Refusa proceduresinrelation to type of goodsbeing delivered.

e  Supervisorsfor reporting product shortagesor over supply.

e Supervisorsfor reporting mafunctioning or hazardoushanding equi pment

e Theneedtothoroughly preparefor receipt and storage of goods.

®  Thescopeof information required on quantity and type of goods.

e Thestoragerequirementsfor arange of productstypesincluding perishable
goods.

e Thelifecycleof perishableproductsin storage (if gpplicable).
e Reporting requirementsfor shortage of storage space.
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Consequences of inaccurate recording and reporting of goodsin receipt and
storage.

What equipment isrequired for thedelivery and movement of goodsinto stor-
age.

The operationsand function of the handling equi pment.

Fault finding procedures and reporting requirements.

Work health and safety requirementsinthedelivery and storage aress.
Security systemsin placefor |oss prevention.

Assessment Activities

[ Complete the following table by listing the various points in
connection with receiving and storing of good in a retail store.

Receiving of good Storing of goods

BILLING PROCEDURE

The maximum number of customer interaction that onefacesin aretail storeisthe
cash counter. Henceit becomesvery important to keep the cash counter very efficient
and manned at all times. An effective and neat cash counter isasign of avery
professionally managed store.

Itistheresponsibility of the cash counter in-charge or the head cashier to seetoit
that each and every cash counter is managed properly. At start of the trading it’s
important that the cashier assigned to aspecific cash counter needsto look into the
followingpoints

The cash counter isneat and tidy.

To ensurethe cash till/POS machineisworking.

Tocheck al telephonelinesand EDC (El ectronic Data Capture) or card swipe
machinesareworking.

Toensurestationery isavailable.

To ensurereturnsare sent back.
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Cashiersshould ensurethat Q-managersarein placein front of the cash counter to
avoid crowding of customersinfront of the cash desk.

Thishighly loaded POSis capable of integrating with all typesof POS accessories.
Usersreducethewaitingtimeof their customersat billing counters. They aso prevent
shrinkagelossat thefront end of thestore by €liminating chancesfor ma practices&
mistakes. Thekey featuresof retail billingisgiven bel ow:

Provisionsto cgptureadditiond information ininvoice helpsbetter trackingin
casesof homedelivery.

Easy to use Product search interface helpsin quick and efficient product search
based on different parameters like product code, name, product alias and
barcode

Supports EAN, UPC, GTIN, QR and custom designed bar code scan.
Hold bill isgreat featureto hold aparticular bill and resumeit after sometime.

Facility to maintain scanned copies of important documentsin the softwarefor
parcel entry tracking

Supports Exchange featurewhich alows setting of multiple exchange prices
for the same product.

Supports Exchange schemein billing. M ulti ple exchange price can be defined
for the same product based on condition.

Supportsretall & tax invoice.
Quotation/Proforma/Saes Order/DN to SdesBill conversion.

Fix priceof the product depending on purchase price or asper demand. This
resultsinfixing optimum selling priceif same product ispurchased at different
rates.

Swipe card readersinterface to reduce credit/debit card tender time

Supportsall types of payment modeslike Cash, Card, Coupon, Gift voucher,
mixed payment tender type such aspart cash, part credit card, etc.

Autorecovery and Offlinebilling possibleif connectionwithserverisdis-
turbed.

Supportshill Management which facilitates recording of all sales, purchase
details& cashing up.

Supportsexchange dues.
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e Duehill payment featurealowsprocessing of unsettled bills.
e  Facility to maintain manufacturer, supplier & your own product code.

Assessment Activities

1. DescribetheBilling procedurein aretail store

2. Collect specimen of retail bill and present in the form of an
album.

TE QUESTIONS
1. Inretail marketing AIDAstands for:

2. Duringyour OJT Programmein aleading hypermarket near to your locality,
theretailer asked youto list out the opportunitiesof point of saledisplay. Draft
areport for the same

3. Findtheodd manoutinrdationtoretail salespromotion
1. freegifts 2. Celebrity promotion
3.ManDisilay 3.Gifttowholesders

4. Identify thesdling methodsin each of thefollowing cases

1. Asapart of thestudy tour, Thomasvisited ooty and purchased ablanket
fromaretail store

2. Smt.Kayani purchasesall her household itemsfrom aloca super market.

5. Youareappointed asasalesmaninaretail store. Identify the preparationsto
bemadein thework place during aselling process

Prepare aspecimen of presale preparation check list

During asdlling process one of your customer raised an objection regarding
thehigh priceof thegoods. List out the steps that you may takein handling the
objections.

8. programm is an incentive plan that allows a retail
businessto gather dataabout its customers.

9. CRM stands for:
10. Identify therulesbehind the handling of customer grievances.
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UNIT 4

HEALTH SAFETY AND HYGIENE PRACTICES IN
RETAIL

INTRODUCTION

Health and safety of people are important aspects for an organization’s smooth and
effectivefunctioning. Accident freeenvironment and safe performancearethe most
needed thingsof aretail store. It can ensure healthy working conditionsfor workers
and smooth atmospherefor customers. Thisunit dealswith different health care
activitiesinretail organization and skillsfor personal grooming. It aso dealswith
hazards that may occur at the work place and the relevant health and safety
requirements

LEARNING OUTCOMES
The learner :
¢ Describestheimportance of maintaining hygienic conditionsin retail
store

e Describes the health care activities and health care rightsin retail
organizations

e Describesthe skillsrequired for personal grooming

e List out the grooming tipsfor retailers.

e Describesthe potential hazards and accidents at work place

® Practices safety measures and tipsto control hazards and accidents
Need for maintaining health, safety and hygiene in retail
store
Human safety mainly focusesonthe safety of hedth, hygieneand environment of all

the peopleincluding the customers, employeesand management. Everyoneinthe
workplace havearesponsibility to promote hygieneand safety.

Any retail store may havefabulousmerchandiseto sell, but if thestoreisdirty and
cleanlinessand hygieneisnot maintained, it will leaveavery bad impressioninthe
mindsof thecustomer. It will havelong termimplicationssuch asadverse publicity.
Storecleanlinessisanimportant part of retail. Customerswant to shopinaclean,
well-lighted store so they have confidence that the merchandise purchasedisa so
cleanand of good quality.
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Effectivehedth safety provisionresultsin reduced handling to easethefloor materids,
better control of toolsand materidsincludinginventory and supplies, better hygienic
conditionleadingto improved hedth, more effective use of space, reduced property
damage by improving preventive maintenance, improved morale of theretailers,
safe and secure storage system, fire prevention and protection etc.

Health care activities in retailing

1. Clinicsin Retail Sores: Retall clinicsareanticipated to be operated by third
party physicians and nurse practitioners with practi ce management and el ec-
tronic medical records.

2. Indoor air quality and pollution:Indoor air pollutioniscaused by the build
up of vapoursparticlesfungusand bacteriain buildingair. A mechanica sys-
tem must bringin fresh out door air, mixed withtheair that isair that isal ready
circulatinginsdethe storeand distributethe conditioned air todl areaincluding
stock rooms.

3. Ergonomics: Thebasicideaof ergonomics(thestudy of workplacedesign) is
to designtheworkplaceto fit theworker and not change theworker tofitinto
apoorly designed workplace. Work stationsmust be adjustableto be ableto
accommodate thewidevariety of heightsand strengthsof retail workers.

4. Repetitivemotion iliness. Repetitive motion damagesthe health condition
of theworkers. Correct ergonomic designisoneof themost important ways
toavoidthisstuation.

5. Liftingcarryingand standing: Liftingisanimportant part of al retail store
work. Mechanical lifting devices should beusedtollift loadsthat aretoo heavy
inorder to avoid the health problems.

6. FirePrevention: Firehazardsoften exist inretail storesdueto many reasons.
Fire extinguishers must be available, and workers should betrained to use
them.

7. FloorsSlips, Tripsand Falls: Slips, tripsand falls are common causes of
injuriesinal retail stores. All spillsneed to becleaned promptly.

8. Machineguarding: Themoving partsmust be guarded to prevent body con-
tact withthe machine,

9. TrashDisposal :Trashdisposal isahazardthat ispresent inmost retail store
situations, and it must be dealt with cautioudy to ensurethat nobody ishurt
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10. Electricity Shocks: Electric shock injuriesare dangerouswhen retail workers
areexposed to livewiring, temporary wiring and damaged el ectrical equip-
ment, especially when adequatetraining has not been given. Electrical circuit

breakers should be used to give protection.

IMPORTANCE OF HEALTH AND SAFETY

Withtheadvent of organized retailing hedlth and safety intheindustrial environment
has been at the forefront of the new industrial norms. Good health and safe
performance ensuresan accident-freeindustria environment. Occupational Health
and Safety (OHS) is an area concerned with protecting the safety, health and
welfare of peopleengaged in work or employment. Theam of thesepracticesisto
ensure that the health and safety of the employees aswell asthe consumersare
givenaprimeimportance.

Contrary to popular belief, jobsin retailing present alarge number of heath hazards.
Following arethema or hedth hazardsfaced intheretalling industry.

1. Lowair quality and pollution - Most of theretail shopsworkson closed
buildingwhereventilationisvery low. Internal air pollution happensduetoa
variety of reasons. Build up of vapour, pesticides, human waste, wet furnishing
etc. If theair quaity isnot checked on aregular basisthe polluted air canbea
reason for respiratory allments.

2. Ergonomics— Ergonomics means the study of workplace design. Work place
should bedesignedto suit theworkers. It should be suitablefor doing light as
well asheavy works. Care should a so be given to ensurethat theworker is
ableto completeawork sitting and standing with sameflexibility in the speci-
fiedwork place.

3. Repetitivemotion illness— There are anumber of jobs in retailing which
needsto berepeated on acontinuousbasis. Thisresultsin excessive stresson
the muscles, tendons, nerves etc. Proper working tools and proper work sta-
tionwill ensurethat theworking stressisat aminimal level.

4. Accidentsinliftingand carrying—Working in a retailing store will require
continuouslifting of groceriesfrom the storeroom and arrangingthemfor dis-
play. Sometimes heavy items needed to carry from o e place to another if
mechanica devicesarenot availablefor themovement of thegoods.
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Risk related to computer operatorsand data processor s— Main prob-
lem faced by the computer operatorsisthe standard design of theworkplace.
Thedistance of themonitor, The height of the seat, proper lighting and space
etc arethebasic requirement for stressfreeworking.

Fireaccidents— There are number of items in the retail stores which are
highly inflammable so therisk of firebreak out isrelatively high compared to
other industry. Exit path should not be blocked and should be clearly marked,
Fireextinguishersshould beavailable.

Floor dipsand falls—slips, trips and falls are common causes of injuries in
retall storewet dippery floorsshould be avoided and spillsshould be cleaned
on proper time.

M echanical Injury—There are number of jobs in the retailing industry which
require useof machines, cuts, bruises, amputationsand crushed bonesetc are
therisk from machinehandling.

Electrical shock —There are a large number of accidents due to the negligent
handling of electrical equipmentsand sometimesdueto theimproper wiring
and accidental exposureto wet surfaces dectrical shocks might occur.

10. Workingin cold places— over exposure to the cold places like freezers and

improper clothingwill resultin somehealth hazards.

RESPONSIBILITY FOR HEALTH AND SAFETY

Responsibility asaworker

Know and follow the health and saf ety requirementsthat arerelevant to your
job.

If you don’t know how to do something safely, ask for training before you
beginwork.

Work safely, and encourage your co-workersto do the same.

Correct any unsafeconditionsimmediately (for example, spillsor looseelectri-
cal cords) or report them to your supervisor.

Immediately report any injury to afirst aid attendant or supervisor.
Taketheinitiative. M ake suggestionstoimprove health and safety.
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Employers Responsibility

Provide asafeand healthy workplace.

Ensurethat you and your co-workersare adequately trained, and keep records
of your training.

Provideacomprehensiveoccupationa health and safety program, includinga
written health and saf ety policy (you can ask to seeacopy) and an incident
investigation procedure.

Support supervisors, safety co-coordinators, and workersintheir heath and
safety activities. A good employer encourages safework practicesat al times.

Take action immediately when aworker or supervisor reportsapotentialy
hazardous Situation.

Initiateanimmediateinvestigationinto incidents.
Provideadequatefirst aid facilitiesand services.

Provide personal protectiveequipment (PPE) whererequired.

Supervisors Responsibility

Instruct you and your co-workersin safework procedures.
Trainyoufor al assigned tasks, and check that your work isbeing done safely.

Ensurethat only authorized, adequately trained workers operate tools and
equipment or use hazardous chemicds.

Ensurethat equipment and materialsare properly handled, stored, and main-
tained.

Enforce hedlth and safety requirements.

Correct unsafeactsand conditions.

Identify workerswith problemsthat could affect safety at theworksite.
Follow upwithinterviewsand referra swhere necessary.

Formul ate health and saf ety rules, and inspect theworkplacefor hazards.

Right to health and safety

Theright to know and betrainedin safework practicesin all aspectsof your

job and how to recognize on-the-job hazards
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Theright to supervision to make sureyou can work with minimal risk

Theright to participatein health and safety matters, either directly or through a
joint health and safety committee or worker representative

Theright to empl oyer-provided safety equipment required for your job, although
you arerespons blefor providing your own saf ety footwear and headgear.

Theright torefusework, without beingfired or disciplined for refusing, if you
have reasonable cause to believe that the work process, equipment, or
environment posesan unduerisk of injury to you or another person.

Refusing Unsafe Work

If you think a task is likely to endanger you or your co-workers, don’t be afraid to

speak up. Follow these guiddinesto refuse work that you believeisunsafe:

If your immediate supervisor is unavailable or doesn’t give you a good answer,
goto hisor her supervisor.

If youarestill not satisfied, talk to your worker health and safety representa-
tive, amember of thejoint committee, or ashop steward.

Assessment Activities

Visit a nearby supermarket and present a report on health,
hygiene and safety practices.

Per sonal Grooming

Proper make up, hair styling and social elequate arethekey to create agood and
lastingimpressioninthemind of theconsumer. Following arethemajor areaswhich
should betaken careof.

Basic Skincare

Basichair careand styles

BasicMakeup

Conversationd skills

Socid graces(art of waking, sitting, greeting)
Deportment (posture gesture)

Tablemanners
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Dressing

Dressing isvery important in creating an impress on. Saesman should choosethe
right outfit, accessories.

Perfumes, scentsand odours

Don’t overuse the perfumes and scents. Heavily scented products should be strictly
avoided otherwiseit might irritate othersthan pleasing them. The salesman should
a so be careful about the odour. With smoking and swesting , the body will pick up
bad odour.

Finger nailsand hands

Women should bevery careful about their nails. Strangelooking nail polishesshould
be avoided. Hands should be kept very clean.

Hairsyling

Hair should be kept neat and clean. Strong odoured jell should be strictly avoided.
Makeup

No makeup and over makeup both are bad. So make up should be kept at a
mediumlevd.

Jewellery

Avoid heavy and noisy jewery. Ear ringsand all should bekept small and smple

Assessment Activities

List out the major areaswhich should be taken careof inrelation
to personal grooming

HAZARDS AT WORKPLACE

A hazard is any source of potential damage, harm or adverse health effects on
something or someone under certain conditionsat work. It issomething that can
cause harm or adverse effectsif not controlled.

Categoriesof Hazards

Thehazards can be categorized asfollows:

(&) Hygienerelated

e  Contamination of hands, face and other exposed parts of thebody with solids,

liquidsand gasesfrom waste (exposureto Hepatitis B).
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e  Seppingonrusty nails, tinor iron (exposureto Tetanus).
(b) Toolsand machinery causinginjury

e  Useof cuttingand welding machines.

e  Heavy vehiclesoffloadinglargeamount of materid.

e  Speedof vehicles.

e Unguarded machinery.

(c) Hazar dous substances/danger ous goods exposur e

e Hammable, explosveor hazardous substances.

e Gascylinders.

e Dustor other particlessuch asglassfinesintheair can beinhaled.

e Hazardouschemicalsinfactories.

(d) Working at heights/falls

e Fdlsfromladder or buildings.

e  FdlIsfromdumpingplatforms.

e  dip,trip, fal hazardsdueto liquid leakagesaround thesite.
(e) Manual handling

e  Removingsharp materiasfromwaste.

e Assdinginunloadingvehicles.

e  Manudly movinglargeor awkward loads.

(f) Noise
e Highlevd of constant noisefrom heavy plant and vehiclesmoving around the
gte.

e Wearing earplugsmay render aperson unableto hear vehiclemovementsnearby.
(9) Electrical
e  Overhead or underground livedectricity.

e Poorly maintained or exposed electrical leadsand plugs.
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(h) Confined Spaces

Confined spacesrefer to spacessuch asseptic tanks, pits, manholes, silos, containers,
tunnels, etc. A person may enter the confined spaceif he/sheisappropriately trained

and al so has specific agpprova from the supervisor to do so.
() Fire
Common causesof fireat workplaceinclude carel ess smoking, disposal of matches,

inadequate di stancefrom the combustible materids, defective e ectrica equipment,
and substandard el ectrical wires.

(j) Adversehealth effects

Hazardous equipment and substances may cause change and to disease or health
problem. Adversehedthin body function or the structures of cellsthat can beeffects
indude:

e Bodilyinjury

e Disesses

e  Changeinthedevel opment of tissues

e Effectsonadevelopingfetus(e.g. tragedy that took placein Bhopal in 1984
dueto leakage of methyl isocyaninegas d so affected the devel oping fetus).

e  Effectson children, grandchildren, etc. (inheritablegenetic effects).
e Changein menta condition resulting from stress, traumatic experiences, expo-
sureto solvents, etc.

Classification of Hazards

Hazards can beclassfiedinto thefollowing broad categories, based ontheir origin:

(a) Biological: Biologica hazardsare caused by living organisms|like bacteria,
viruses, insects, plants, birds, animals, humans, etc.

(b) Chemical: Chemica hazardsdepend onthephysica, chemica and toxic prop-
ertiesof thechemica. The severity of the hazard depends on thetoxic proper-
tiesof thechemical.

(¢) Ergonomic:Ergonomic hazardsare caused dueto repetitive movements, im-
proper set up of workstation (e.g. computer workstation, workstation for re-
pair of electrical gadgets, etc.), faulty designed chairs, toolsand equipment,
wrong postures, etc.
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(d) Physical: Physical hazardsare caused dueto radiation, magnetic fields, pres-
sureextremes (high pressure or vacuum), noise, etc.

(e) Psychosocial: Psychosocia stressare caused dueto violence, excessive pres-
sure at workplacefor meeting deadlines, conflictsat workplace, etc.

() Safety. Safety hazardsat workplaceinclude slipping/tripping hazards, inap-
propriate machine guarding, and equipment malfunctionsor breakdown.
Handling Hazards in Retailing

If you are expected to work with hazards such as cleaning products or other
chemicass, your employer must providetraininginWorkplace Hazardous M aterias
Information System (WHMIS). The system uses consistent |abeling to help your
recognize hazardous materias. Thelabelsprovide specificinformation on handling,
storing and digposing of hazardousmaterids. If your job requiresyouto use pesticides
or clean up pesticide spills, you must also be certified to handle pesticides. If you
have been successfully trained in how to handle hazardous materia's, you should be

ableto answer thefollowing four questions:
- What arethe hazards of the productsyou areusing?
- How doyou protect yourself?

- What should you do in case of anemergency or spill?

- Wheredo you get moreinformation on these products?
Safety Tips
* Readthelabesonchemicals.
e  Usedl protectiveequipment recommended by themanufacturer and employer.
e Whenyou aredone, store chemicalsproperly.

e Usechemicasonly asdirected

Biological Hazards Handling

Contact with blood or body fluidsmay beuncommonintheretal industry, but it can
and does occur. Contact with blood and body fluids posesarisk of contracting
hepatitis, HIV (theAIDSvirus), and other infections. If thereisarisk of exposurein
your job, your employer must provide you with specific training in how to work

safdy.

N
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Cleaning
When cleaning bathrooms you may come across blood spillsand bodily wastes
such asvomit or feces. Follow theseguiddlines:

e  Usedisposablewaterproof glovesto avoid contact with skin.
e Usedisposabletowelstocleanupall visiblematerials.

e Discardtowelsand glovesin awaterproof garbage bag.

e Disnfect theareawith ableach solution.

Preventing I nfection

You can beexposed to infected blood and other body fluidsif acontaminated sharp
object such as a needle punctures your skin. To reduce your risk of exposure,
follow theseguiddines:

e Don’tpick up potentially contaminated sharp objects unless you have been
instructed how to do so safely.

e Wear disposablewaterproof gloves.

e Usetongsor pliersto pick up needlesor other sharp objects.

e Placeneedlesinadisposal container specifically designed for sharps.

e ook beforereachingabove and behind boxes, furniture, and equipment.

e Don’tlift garbage bags by hand from underneath. They may contain sharp,
contaminated obj ects.

If you think you’ve been exposed

e Getfirstadright away.

e Report theincident to your supervisor.

Earthquake

Thebasicruleisto duck, cover, and hold. Follow these guiddines.

e  Get under atableor desk if you can and stay there until the shaking stops.

e Grabatableleg or other solid object and hold on until the shaking stops.

e  Stay away from objectsthat might fall onyou.

e Keep well away from glass — it might shatter.

e [fyouareinacar, stopthevehicleassoon aspossible, preferably inan area

away from bridges, trees, and power lines. Stay inthevehicle.
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Fire

Many things, including heating systems, cooking, discarded cigarettes, el ectricity,
appliances, poor housekeeping, or theimproper storage of chemicals, can start
fires

®  Quick action can prevent asmdl firefrom becoming uncontrollable.

¢ Review theevacuation planfor your building.

e Know thelocation of fire extinguishersand escaperoutes.

e |f you spot an unintended fire, sound the nearest alarm.

e Useafireextinguisher onlyif you have been trainedto do so.

Firs Aid

Itisimportant to get first aid promptly if an injury occurs. All businesses should
haveafirst aid kit on-site. Thetypeof kit and theneed for afirst aid attendant will
depend on the number of employees, thetype of industry, and thetravel timetothe

nearest hospital. Most small retail storesrequireonly abasicfirst aid kit, which
includes suchitemsasbandages, scissors, and latex gloves.

Onceyou haver eceived that training, you should know:
e Howtoget hepif youarehurt but do not requirean ambulance
e Whotoreport incidentsto

e  Whether thereisafirst aid attendant, first aid room, or first aid kit available

Assessment Activities

[ Draft a report on common hazards take placein a retail store. ]

TE QUESTIONS

The study of workplace design is called
OHS stands for

During a festival season you visited a leading shopping mall in
Thiruvananthapuram along with your family. It wasovercrowded and there
wasair pollution altogether. Therewere some complaintsonlift system aso.
Asan unsatisfied customer recommend some health careactivitiesrequiredin

aretall store.
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4.

Electrica malfunctions, sparksand smoking arecommon reason for fire haz-
ardsinretail store. Identify the stepsto betakento prevent hazardsin retail
stores

During an OJT session in aleading mall, you are directed to work under a
coldenvironment. List out the precautionsavailableto overcomethe above
hazards.

A retailer ishaving several basic rightsrelated to health and safety. Com-
ments

RadhikaVarma, your neighbor got appointment inaleading shoppingmal as
astores associate. Advice her regarding grooming required to becomea
professional storeassociate.

During an OJT Programmein aleading hyper market, one of your friend met
withanaccident. But thefirst aidfacilitiesavailablein thestorewerenot at al
sufficient to give primary attention. Advicethestoreauthoritiesregardingthe
basic medical support facilitiesto reduceinjuries.

Mg eed, working asacashier in atextile shop, isfrequently facing cash short-
ageswhilehandling money. Suggest him some safety tipsfor handling money.
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UNIT 5

NON STORE RETAILING
INTRODUCTION

Non-storeretailing istheselling of goodsand servicesoutsidethe confinesof a
retal facility. Itisagenerictermdescribing retailing take place outside of shopsand
stores. Inthiseraof rapid globalization, theonlineform of retailing hasemerged as
astrongtool to sdll products, directly to the customers, and isgrowing much quickly.
Asanyonewithacomputer or Smartphone can attest, onlineretailing is by now
pervasive, penetrating every demographic group and retail segment to varying
degrees. e-retailing can be attributed to new forms of goods and serviceswith no
direct analogueinthephysical retail sector. But for the most part, theseinternet-
based salesare simply capturing market share of itemsthat previously were sold
elther through catal ogues over the phoneor by traditiond retallersin physica stores.
Inthisunit e-retailing, online purchase practices, variousformsof e-retailing and
measuresto prevent fraudulent transactionsin e-retailing arededt with.

Figure 5.1

LEARNING OUTCOMES
The learner :
e Explains the meaning and importance of e tailing
e Explains the advantages and short coming of e retailing
e |dentifies success factors for e retailing
e Explains the concept advantages and shortcoming of tele- marketing
e Recognizes the call centre technology
e Practices online purchase practice
e Understands online payment system
e Understandstelevision home shopping and vending machineretailing
e Recognizesthe possibility of fraudulent transactionsin e -retailing

e Understands the measures to preventive fraudulent transactionsin

e-retailing.
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Concept of e-retailing

Thetwentieth century will beremembered for therapid changesin the technology
that changesthelives of so many people. Electronic commerce hasbecome one of
theessential characteristicsin the Internet era. The business community hasbeen
fundamentally changed by the advent of internet asameansof communication and
trading. Asaphenomenon, online shopping became popul ar in themid-1990swith
the popul arization of the World WideWeb (WWW). With thefast devel opment of
various e-bus ness sol utions, compani es seek new opportunitiesto get intouch with
the customersand build new relations. E-retailing refersto the selling of goods
eectronicaly over theinternet. E-tailing can be described asretalling that isconducted
over an electronic network, where the seller and consumer are not at the same
physical location. E-retailing can dso called e-tailing. E-tailingusualy referstothe
business-to-consumer (B2C) transactions. Online shopping can bedoneat any time
(24*7) andin any places (at home, work place, library, internet browsing centre,
park and other public/private places), if the customer hasaPC (persona computer)
and aninternet connection.

E-retailing process

All e-tailor operatein asimilar manner. The e-tailer displaysthe productsin an
electronic store-front (theweb site of thee-tailer). It containsgraphic displaysof the
products, product catal og and descriptions. Well designed and attractivefront page
attractsgood traffic.

< < ™ www. eatabbi.com o &

»

eatabhi.com
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Figure 5.2
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The customer makesasel ection, after detailed searching. Thisactivates another
areaof onlinestore known as shopping cart. The shopping cart issoftware on the
web that actslike abasket, wherethe customer can collect the purchase products.
Theitemsin the shopping cart can be added, del eted, or even saved for afuture

vigt.

Figure5.3

The customer needsto checkout a the completion of sale. At thistime, thecustomer
entersthepersond andfinancia datathroughtheinternet. Therearevarious payment
method available such ascredit card, internet money transfer, cash on delivery etc;
the customer can choose any one of the payment method according to his/her

convenience.

|
3. Payment Options
[ eeeeme «Payable
—|
— —
Figure5.4

After that the customer recelvesan online conformation notice of the purchase, next
istheturn of e-tailer. The e-tailer processes the order and sendsiit to the order

fulfillment centre, wherethe product is packed and shipped.
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The shippinginformationisinformed to thecustomer, sothat the customer can track
the order. Normally the customer receivesthe purchased product after afew days
after the purchase process compl etion.

Definition of e-retailing

E-retailing, defined by Harris and Dennis (2002) as “the sale of goods and services
via internet or other electronic channels, for personal or household use by consumers”.
Thisdefinitionincludesall e-retail activitieswhich continued to grow and hasmade
asignificant impact inanumber of product markets.

E-tailing classification

Thee-tallingcanbemainly classified into three. They areasfollows:
1. Pureplays
2. ClicksandBricks

3. Dropship

1. Pureplays. thebusnessesthat operate only through theonline channel come
under thiscategory. Examplesare: Fipkart, Amazon, e-Bay, Alibaba

2. Clicksand Bricks: the businessesthat usetheinternet to push itsgoodsand
servicesbut also havethetraditional physical storeavailableto customers.
Example: Barnesand Nobles, wall mart, Big Bazaar, Pothys, Chennai Silks

3. Dropship model: theretailerswho do not stockpile, but transfer customer
shipment detailsto the manufacturer or awhol esal er, who shipsthe product
directly to the customer. Thismodel savesthewarehousing cost. Inventory
costsare major component for e-tailers, if not managed properly, affect the

grossmargin. Example: Indiaplaza, Nagptol.
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e-tailer

Ane-talerisaretailer that primarily usestheinternet asamedium for customersto
shop for the provided goods or services. Theword e-tailer isaportmanteau word
derived from “electronic” and “retailer”, in a similar way to e-mail.the word has
been used since 1995. An online retailer has to have an image of ‘convenience, trust
and quality’ much like a brand name, to ensure that loyal consumers continue to
transact businesswith him/her. From an e-tail ers perspective, digita technologies
and theinternet create an opportunity to crossbarrierscreated by timeand geography.
Thereare several typesof e-tailersdoing their businessin bus ness-to-consumer
markets. They areasfollows:

1. Puree-tailer

2. E-tallerwithphysica store
3. Clickand Mortar

4. Intermediaries

1. Pureetailer: -Thee-taler usestheinternet asits primary meansof retailing.
They purdly operate their businesswith the hel p of internet. They do not have
fixed location stores. They aredigita retailersthat sell productsindigitalized
form. ExamplesareHipkart and Amazon.com

2. Eretailer with physical store: -Theretailer usestheinternet to pushits
goodsand servicesbut also hasthetraditiona physical storefront availableto
customers. Thistypeof retailersintegrateinternet into their businesseither
strategically or tactically asamarketing tool or channel to market. InIndia,
majority of retailers doing thistype of businessto sustaininthe competitive
environment. Examplesarefuture bazaar.com, CD shirts.com etc.

3. Click and Mortar:- Thee-tailersdesign their operating format toincludeall
the consumer demands by trading online supported by aphysical distribution
infrastructure. This will reduce the barriers to entry in to online trading.
Amazon.com, the world’s largest online book store, successfully uses this for-
mat inther onlinebusiness.

4. Intermediaries. - Somecompaniesusesinternet and web to connect buyers
and sdllers. Such organisations act as mediatorsin theonline environment be-
tween producers, suppliersand customers by using consumer data. Examples

are eatabhi.com, foodpanda.com,swiggy.com
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Advantages and Disadvantages of e-retailing -

Advantages and Disadvantages of e-retailing for Consumers

Advantages Disadvantages
1. Convenience 1. Lack of persona and socid
interaction

2. Betterinformation 2. Can’tsee or feel the merchandise
3. Comptitivepricing 3. Credit card and security worries.
4. Cugtomisgtion 4. Worryinrecelvingdelivery

5. Shoppinganywhere 5. Difficultieswithreturninggoodsfor

andany time refund

. J

Advantagesand Disadvantagesof e-retailingfor Retailers

( R

Advantages Disadvantages
1. Locaionisunimportant 1. Maylack know-how and
Technology
2. Saveswagesand premises 2. Complex logisticsof fulfillment
costs
3. Reachalarger audience 3. E-«dlingislesspowerful than

face-to-facesdling
4. Acceptsorders 24 hoursaday 4. Lessimpulsepurchases

5. Higher disposableincome 5. After-sdescaredifficulties
profilethan average

& J

Factors that contribute to success of e-retailing

Theconsumer usesinternet for different reesonsranging from gathering information
to product purchase. E-tailing site can attract thevisitorsif it isableto cater the
requirementsof theusersinaconvenient manner. Thereare many numbersof factors
that caninfluencethe success of the online shopping websiteand i dentifying areas of
strength and weaknessisnot always so s mple. Following are somereasonsfor the
popularity of e-talling:

1. Usefriendly
2. Effectivepricediscrimination
3. Globd reach




B MARKETING AND FINANCIAL SERVICES

Customer interaction
Search option
Moreinformation
Comfortability
Customisation

Ever Green
Lessinvestment

. Wider choice

Wideareaof operation
Internet penetration
Safe payments
30-Daysreturn policy
Database of customers

User friendly: E-tailingisuser friendly. Customerscan executetransactions
through the same medium. So thereisno disconnecting betweenthedesireto
purchase and the ability to purchasethe products and services.

Effectivepricediscrimination: E-tail customerscan use pricediscrimina
tionin an effective and efficient manner, while doing online shopping. They
canuseprevioustransactionsto identify thelikelihood of productsbeing pur-
chased at certain price pointsand usethisinformation for pricediscrimina
tion.

Global reach: A variety of e-tail Sitescan be chosen by thee-tail customers.
They have awider choice. The customer reach isremarkably increasedine-
tailing. Oneof themajor objectivesof e-tailersshould beenhanced customer
reach. Theweb createsaglobal market placethat bringstogether multiple
consumersandretailers.

Customer interaction: Thee-tallerscan abletointeract with the customers.
Suchaninteraction allowstheretail ersto reach theindividua customersand
react appropriately to their responses. Interaction actsasavital tool for mass
communication. Thisaso leadsto greater satisfaction and helpsto createa
sense of community among the online customers. Somee-tailersdevel oped
certain technol ogies such asrating of products, aggregating feedback; the
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customerscanwritetheir own blogs, upload their picturesand videosand can
abletointeract with other customers. This create awonderful shopping expe-
rienceto theonline customersand a so help the e-tail ersto attract more num-
ber of customerstowardstheir onlineshoppingsite.

Sear ch option: Itiseasy to find the particul ar types of goods and services
required by the customer, with the help of web search capabilities. Thereare
various search enginessuch asGoogle, Yahoo, MSN, Internet Explorer etc.
In addition to the search engines, people a so using popul ar social mediafor
doing their online shopping. The customer decideswhat hewantsto purchase
rather than theretailer offering what hewant to sell. Thisultimately leadsto
customer empowermen.

M or el nformation: onemajor drawback inretailingisthat the customer isnot
getting adequate information about the productsfrom theretailers. Some cus-
tomersrequirelot of information before they make apurchase decision. But
theretailer who hasto handleal thecustomerswill reluct to say dl theinforma:
tionindetall duetolack of time. Butinthecaseof e-tailing, thisproblem can be
overcome by making theinformation optional. Thee-tailingiscustomer cen-
tric. Thee-tailer can providealink for moreinformationintheir onlineshop-
ping website and this can be use by those customerswho need moreinforma-
tion about the products. Theavailability of moreinformation about the prod-
uctscan beamajor pluspoint for thee-tailer.

Comfort ability: Theinternet offersalmost al therequired informationto the
customers. The customers can comfortably sit their housesand easily access
product information. Customersnormally prefer to savetheir valuabletimeso
that they can better utilizethistechnol ogy.

Customization : E-tailerscan changethe onlinedisplay of aproduct based on
the previoustransactionsin order to increasethevisibility of goodsthat the
user ismorelikely to buy based on the previousencounter at thetimeof pur-
chase. Thisallowsacontextua design of placement to ensureconversion of a
visit to the website in to a sale. Several elements of the customer’s experience
can be customized.

Ever Green: Asweall know that e-tailingisenvironment friendly. E-tailingis
apaperlessoperation and it does not require harming the environment by cut-
ting treesand digging soil for constructing abuilding for business operation.
Herethetransaction documents such ashillsare generated el ectronically.
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10. Lessinvestment: E-tailingisoperated through web sitesand thussavesdras-
tically onthereal estate costs. Thereal estate costsin themetropolitan cities
aresky high. Thee-tailersno need toinvest in theware houses, showroomsor
other commercia propertiesat primelocation storefronts. Most functionsare
automated and do not need empl oyees such as cashiers, sales persons, secu-
rity staff and other staff. They need not worry about finding parking spacefor
customersand their staff. Operational cost such asinterior decoration, win-
dow display, air-conditioningthe storeetc., areeliminated. They are exempted
from maintenance costsal so.

11. Wider choice: Much wider choiceat thefingertips of the consumers. With
web search capabilities, it iseasier to find the type of goods and servicesa
customer issearching for; catal ogs arereceived passively, at the behest of the
retailers. The customers can purchasethose productswhichisnot availablein
thedomestic market.

12. Wideareaof operation: Aretail storeislimitedinitsareaof operation. It
catersto aspecific geographiclocation. However, thewebsiteisglobally ac-
cessibleleading to aworldwide reach and an increased potential customer
base.

13. Internet penetration: Thenumbersof internet usersareincreasing. Internet
user largely comprisesyouth who aretechnol ogy savvy and have disposable
incomes, are big on online shopping. Thestudies say that Indiahasoneof the
world’s youngest Internet populations, with 75 percent of the usersbeing un-
der 35 years.

14. Safepayments. Many e-tailersfollow safe payment systems, which enable
the growth of onlineindustry. Along with other mode of payments, cash on
ddivery (COD) isasointroduced; wherethee-tailersallow the customersto
maketheir payment at thetime of recelving the goods. Thissystem solved the
credit card issue.

15. 30- Daysreturn policy: Replacement guarantee or 30-day return policy, of-
fered by onlineretailers givesthe customer theleeway to send back amer-
chandiseheisnot satisfied with.

16. DataBaseof customers: Inthephysical retail shop, for recording themove-
ment of customers, theretailersneed to carefully observethem with the hel p of
camerasand computers. Butinthee-tailing environment, the server can ableto
keep therecord of the every movement of customerssuch astheir browsing
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time, what type of productsthey selected and del eted in the shopping cart,
what they purchased, which mode of payment they made and how many times
they visited thesamewebsite. Thisdatabase of customersishelpful for thee-
tailersfor preparing strategiesfor their businessdevel opment.

Assessment Activities

( 1. Draft areportinrelationtothe emerging trendsin e-taili ng}

Concept of Telemarketing

Telemarketing s mply meansmarketing through teecommunications. Itisactudly a
very broad term that applies to a multiplicity of both inbound and outbound
telemarketing. Thegrowth of tdemarketingisduelargely to theincreasein thenumber
of call centers. Generally adifferent set of skillsarerequired for inbound and out
bound tel emarketing for example, handling responsesto an advertising campaign,
or calling existing customersto offer additional services.

Telemarketing isacompletely interactive medium. It identifiesthe needsand exact
requirementsof customersand prospects. The communicationiscompletely one-to
one and personalized. The data gathered can be used asadatarecords. Records of
these responseswill aid when planning the customer rel ati onship management.

Telemarketing isvery effectivewhenintegrated. Using tedlemarketingtofollow up
theleads produced from an email marketing campaignswill increasetheleadsby at
least tenfold. Whileusing tel emarketing, multiple objectivescan befulfilled at the
sametime. For example, atelemarketing team can ring acontact and check their
dataiscorrect inthe system (datacleansing) whiledoing this, they canthengoonto
makingasalescal.

Telemarketing procedure

Telemarketing may be done from acompany office, from acall centre, or from
home. An effective telemarketing process often involvestwo or morecalls. The
procedureincludes:

1. Thefirstcall (or series of calls) determines the customer’s needs.

2. Thefind cal (or Prospective customers) areidentified by variousmeansin-
cluding past purchase history, previousrequest for information, credit limit,
competition entry formsand applicationforms.

3. Makingsdescdls.
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The details may collect from another company’s consumer data base or obtained
from atd ephonedirectory or another publiclist. Thequalification processisintended
to determinewhich customersare most likely to purchasethe product or service.

M arketing research compani esusetd emarketing techniquesto survey the prospective
or past customers of a client’s business in order to access market acceptance or
satisfaction with aparticular product, service, brand or company. Public opinion
polls, charitableorgani zations, alumni associations etc often usetelemarketing.

Advantages and Disadvantages of Telemarketing
Advantages

The main benefit of using telemarketing isto promote the business, that allows
immediately increase customers level of interest in the company’s product or service.
Other advantagesareasfollows:

Providemoreattractive and persona salesservice
Createanimmediaterapport with customers
Explaintechnicd issuesmoreclearly
Generateleadsand appointments

Sell from adistancetoincrease salesterritory

Reach more customersthan within-personsaescdls
Sl to both existing and new customers

O N o o ~ wDdPRF

Achieveresultsthat aremeasurable

Disadvantages

There can beas many negativesusing tdemarketing asthere arepositives. They are
asfollows,

1. Telemarketing can be resented — particularly when dealing with B2C custom-
ers, andwhen callsaremadeinthe evenings.

Customer listsmay not aways be clean and opted —out
Customer listscan bevery costly
If it carry out poorly, tel emarketing hasanegativeimagethat could damagethe
business
5. Teemarketing hasthe potential to replace asalesteam and thiscould lead to

negativefeding amongemployees.
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6.
7.

Training staff can betime-consuming and costly
Anoutside serviceprovider can resultinlosing control over sales processes

Success factors of Telemarketing

1.

Planning: Company needstoitsbudget, itsobjectivesfor thevolume/quality
of datathey want and their in-house resources, interms of man power, skills
and equi pment compared to the cost of sing an outside agency.

Accuratedata: Accurate dataisthe essential foundation for success. Suc-
cessful targeting rests on speaking to theright decision makers- getting data
that includesthisinformation may cost more but the outcomesare cons stently
moreprofitable.

Good script: Aneffectivetelemarketing script isaguidefor thediscussion that
steersthelistener inthedirection that needsto go. It must betailored to the
target audience, must grab theattention of thelistener and must be highly inter-
active.

Skilled telemar keter s: To achieve the desired outcomesthe telemarketer
must have agood knowledge of the company and product/servicethey repre-
sent, beableto talk intelligently around the structure of the script without get-
ting sidetracked, absorb all the negative responses, and talk persuasively to

peopleat al levels.

Call centre operations

A call centreisacentralized office used for the purpose of transmitting alarge
volume of requestsby telephone. Aninbound call centreis operated by company to
administer product support or informationinquiriesfrom customers. Out bound call
centersareoperated for telemarketing, politica donations, debt collection and market
research. Thecall centre needs computersfor each cal centre agents, atelephone
set/ headset connected to atel ecom switch and one or more supervisor stations.
Thevoiceand datapathwaysinto the center arelinked through aset of technologies
caled Computer Telephony Integration (CTI).

Lot of moderntechnologiesare usedin call centers. Itincludes:

Premisebased call centretechnology: thecall centres have been built on
PBX equipment that is owned and hosted by the call centre operated. It pro-
videcertain functionssuch asInteractive Voice Response, Automatic Cdl Dis-
tribution and Skills-based routing.
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e Virtual Call CentreTechnology: inavirtua cal centremode, thecall cen-
tresoperator doesnot own, operate or host the equipment that the call centre
runson. They subscribeto aservicefor amonthly or annua feewithaservice
provider that hoststhe call centretel ephony equipment intheir own datacen-
tre. Virtua Cal Centre Technology alows peopleto work from home, instead
of inatraditiond, centraized, call centrelocation.

e Cloud Computingfor Call Centres: Cloud Computing for Call Centres
extends cloud computing to software asaservice, or hosted, on-demand call
centres by providing application Programming Interfaces (AIPs). TheAPIs
provide programming accessto two key group of featuresin the centre plat-
form:

Computer Telephony Integration (CTI) APIs provide devel operswith accessto
basi ¢ telephony control sand sophisticated call handling onthecall centreplatform
from aseparate application.

ConfigurationAPIs provide programmatic control of administrativefunctionsof the
ca centreplatform which aretypicaly accessed by ahuman administrator through a
Graphica User Interface (GUI).

TELEVISION HOME SHOPPING

In Television Home shopping, the customer whilewatching tel e-shopping channel
can place order through telephone. In thischannel they demonstrate and explain
various productsthey sell alongwith itsfeaturesand price. They also givestheir
contact details. After knowing the utilitiesand benefits, the customer can placethe
order. The product will reach the customer after certain days. The payment can
madethrough postal money orders. Therearethreetypes of Tele-shopping channel,
suchas

1. CableChannels: dedicatedto Television Shopping

2. Infomercidsarespecid T.V programmethat mix entertainment with product
demongtration and placing order through tel ephone.

3. Direct-ResponseAdvertising: Purchaseisbeing by seeing advertisement on
T.V and Radio that describethedetail s of productsand services.
VENDING MACHINE RETAILING

A vending machineisamachinethat dispensesitems such as snacks, beverages,
achahol, cigarettes, lottery ticketsetc., to customersautomatically after the customer
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insert currency or credit in to the machine. The vending machines are placed at
convenient high-profilelocationslikework place, Railway stations, Airportsand
other crowded places. First vending machinewasintroduced in Londonintheearly
1880 to dispense post cards. These are hasslefreeinworking, but needsregular
mai ntenanceand services.

Advantages

Timesaving

Instant delivery of goods

Doesnot need any storebuilding

Can be managed without any attendant.
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Itisvery convenient and hel pful to customerswho areinahurry.
Assessment Activities

1. Describe the procedure of telemarketing
2. Make report on the television home shopping

3. List out the productsthat can be purchased through vend-
ing machine

MEASURES TO PREVENT FRAUDULENT TRANSACTIONS IN e-RETAILING

It isimportant that every e-tailer has to maintain trust among each and every

customer’s. Major fear prevailing among the customers in this area is security

issue. Soitistheduty of the e-tailer isto take adequate measuresto prevent the
fraudsin transaction. Thiswill help themto create smooth functioning of the e-tall

business. Thereare severd toolsused by thee-retailersto fight against fraudulent
transactions. They areasfollows:

e Card Security Codes (CVV2, CVC2 and CID): Thethree-digit codes
printed on the back of Visa, MasterCard and Discover cardsand thefour-digit
codes printed on thefront of American Express cardswereintroduced asan
additional tool to help e-retailersto verify that the cardhol der isinaphysica
possession of the card at the time of the transaction. It isnot stored in the
magnetic strip, soit cannot beeasily retrieved by criminalsunlessthecardisin
hand. The Visa security codeis called as CVV 2, the MasterCard security
codeiscalled as CV C2 and theAmerican Express security codeiscalled as
CID.
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AddressVerification Service(AVS): AV Senablese-talersthat accept Card-
Not-Present (CNP) transactionsto comparethe billing address (the address
to whichthe cardissuer sendsitsmonthly statement) provided by acustomer
with the billing address on the card issuer’s file before processing a transaction.
A mismatchisastrong indication of fraud.

e Visaand Master Card security code Thesearepayment authentication sys-
tems that validate a cardholder’s ownership of an account in real-time during
an online payment transaction. When the cardhol der initiatesapayment at the
checkout page of a participating merchant’s website, a new screen automati-
cally opens up in the cardholder’s browser. The cardholder enters a previously
created password that allowsthe card issuer to verify hisor her identity.

e  Fraud scoring: Fraud scoringisasystem of predictivefraud detectionmodels
or technologiesthat payment processors useto identify highest-risk transac-
tionsin card that requireadditiona verification.

e Retailersmay usetracking numberswhileshipment: A tracking number
and required signature helpsthe e-tailer to identify that whether package was
delivered properly. Thismay help thee-tailer, if hegetsinto adisputewitha
legitimate customer who saysthey never received a package but the e-tailer
has surethat the product delivered.

Beyond theindividual credit card system, thee-tailer hasto pay attention towards
thesecurity of their entirewebsteand e-commerce process. Thee-tailer may ensure
that IPlocation and credit card addressarethe same. Visaand Master card maintain
thelistsof certified PCI (Payment Card Industry) complaint providers. Payment
Card Industry Data Security Standard (PCI-DSS) isaset of obligations mandated
by card networks helps to protect consumers’ personal information. The e-tailers
will havetheinformation on their websitesabout this. Other thanthis, Visahasan
animated busi ness guide to data security and Master card providesonline fraud
prevention training for merchants. Thee-tailershavetoinstall original version of
anti-virussecurity intheir computers.

Assessment Activities

Describe the measures to prevent fraudulent transaction in
e- commerce
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TE QUESTIONS
Amazone.com is comes under e tail-
ing
Now adaysthe number of onlinebusi nesstransactionshasincreased .1dentify
thevariousfactorswhich contributethe successof eretailing

3. List out thevarious productsthat can be sold through tel emarketing.

4. Write short noteson thefollowing

1. Cdl centre operation 2.Televisonhomeshopping
3.Vendingmechineretaling 5. CVV stands for

6.Visa Security Code is called

7. Mediareportssay that the number of farudiund transactionin eretailingis
considerably increased. Suggest some suitable measuresto prevent these
typeof transactions

Extended activity:-

1. A Case study based on Indian retail Industry.

2. Mini Project to understand theretail consumer behaviour

LIST OF PRACTICALS
Vidtanearby retail store. Observethebasicretail activity and present areport

Visgt/usevideo of any shopping mall or super market and make areport onthe
activitiesperformedin that store

A study on consumer behaviour towards organised retail and unorganised re-
tall tofind out the consumer behaviour

Comparetheretail |ocation strategy of theleading two retail storesinthenearby
city dealing same product category.

Understand theroleof astore associatein different retail storesbased ona
roleplay

Designsuitablelayout for different retail stores.

Stores stock record report preparation using M S excel

Stores sa esreport preparation using M Sexcel




10.
11.
12.
13.
14.
15.
16.
17.
18.

19.
20.
21.
22.

23.
24,
25.
26.
27.
28.
29.
30.
31.
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Incentiveand commission calculation using IF clausein MSexcd for retail
Hling gaff

Preparation of empl oyee sal esperformancereport using MS Excel
Sdesforecagtinginretail soresusng MSExcel

Designing of layout of aretail store

Preparation of salesinvoiceusng M Sexcel

Role play onwel coming the customer

Roleplay on handling customer complaints

Product presentation by the use of FAB technique

Roleplay on objection handling

Industrid visit to collect information on salespromotion activitiesinretail in-
dustry.

Collection of loydty cards'vouchers/schemesimplemented by big retail stores
Store database using M SA ccess
Invoicing and billingusing M SAccess

Market study on the topic “Identify the different functions performed by the
retailers, storeslay out, type of products dealt by him, method of handling
customers in the retail store, hygiene and safety measures etc”

Presentation and Discussion on Grooming
Discussion and Presentation — Etiquettes- Personality
Discussion and Presentation —A Positive Impression
CaseAnaysisand Group Discussionon Positive Character
Grooming Exercise2 Presentation skil usng PPT
Grooming Exercise 3— “Tell me about Yourself”
Familiarising E Storesand stepsinvolvedinonline purchasing
E Store- Web pagedesigning
Marketing Research on the topic “ A study on customer behaviour towards
Purchase through Online shopping sites”.
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MODULE 4
MARKETING OF FINANCIAL SERVICE

OVERVIEW

Indiahasadiversified financiad sector undergoing rapid expansion, bothintermsof
strong growth of existing financid servicefirmsand theentry of new entitiesinto the
market. Indian economy isonthevergeof aroll makesit an attractive and ideal
degtinationfor foreigninvestment. Thesizeof middieincomegroupinindiaisseverd
timeshigger than the population of adevel oped country and they arelooking for
new aternativeopportunitiestoinvest their money. Making al theseinvestorsactive
inthemarketitsdf will beagrest posshility for increas ng therevenueof entrepreneurs.
The financial services sector has been an important contributor to the country’s
GrossDomestic Product (GDP). Energetic and ambitiousindividua sare motivated
toexcd inacareer infinance sector duetoitshigh prospectsand lucrative monetary
incentives inthesefieds.

Thefinancid marketsacrossthe globeare getting tightly integrated and complex as
well asseamlesdly fluid. Hence, it isimportant that marketing professional swho
want to have abooming career in finance sector must be duly equi pped with the
expertise of variousmarketing processes and knowledge of numerousareaswithin
the market. The sector comprisescommercia banks, insurance companies, non-

bankingfinancid companies, co-operativesingitutions, pensionfunds, mutud funds
and other smdler financid entities. Financia service providerstoday should havea
clear ideaabout all thefinancial productsand its advantages over each other for

providing thebest serviceto their clients, in order to gain acompetitiveedgeinthe
market placeand dsotodifferentiatetheir servicesover their contenders. Anindividua

seeking acareer infinance sector must behighly geared in keeping up withthetimes
andwell versed in numeroustechnologica advancementsintheseareas. Such areas
of employment and businessaredetailedin thismodule.




B MARKETING AND FINANCIAL SERVICES

UNIT 1.
FINANCIAL SYSTEM AND FINANCIAL MARKETS

Introduction:

The study of financeisasold ascivilized humanlife. Theword financeisderived
from the Latin term “fini’ which means money. Finance is seemed to be the art of
raising and spending money. Thefinancial system formsanimportant part of any
economy. It actsasalink between the producers and usersof financia services. It
includesthewaysinwhich businessmen, investors, and familieshandletheir money
to meet short termand longtermgoals. It alsoincludesastudy of financia markets
andindtitutions. Themain objectiveof thisunitistofamiliarizefinancia sysemand
itscomponents

LEARNING OUTCOMES

Thelearner:

e |dentifies the need for investment..

¢ Recognizes long term and short term avenues.

e Understands the concept of financial system.

e |dentifies the important instrumentsin financial system.

¢ |dentifies financial markets and its functions.

e (Classifiesfinancial systems.

® Recognizes Money market and its instruments.

e Describes Capital market.

¢ |dentifiestherole of SEBI and RBI in financial market.

e Describestherole of BSE and NSE.

¢ Recognizes the concept of Sensex and Nifty.

e Describes International Market and Domestic Mar ket

¢ |dentifies the meaning and importance of Financial services.
Meaning and definition

Financeisdefined asthe study of money and theway people useit. Financeisthe
life blood of any economy and thefinancial system isthe network of arteriesand
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veinscarryingblood to variouspartsof thebodly. It refersto aset of activities, which
facilitatestransfer of financia resourcesfrom the handsof saversto theborrowers.
Thereisarelation between financial system and the economic devel opment of a
nation. It promotes saving habits of people and it’s utilization. Through financial
system, savingsareconverted into investments. Thesystem consistsof individuals,
ingtitutions, markets, practices, instruments and servicesthat facilitatethetransfer of
financial resourcesfrom saversto varioussub sectors.

Need for investment

Fiancial system actsasalink between saving and investments. Themoney earned
ispartly spend and remaining issaved to meet thefutureneeds. Thesavingscanbe
created only by doing adel ebrate attempt to set aside apart of income, without
using it for consumption. Thissaving can beused for funding futureneedsandin
times of emergencies.

Value of money goesdown by time. The sameamount of money you havetoday
will havelesser value and lesser purchasing power tomorrow. Hencethe money
saved must beinvested , sothat it givesyou some additional amount to meet the
future needs. When savingsarekept intheform of cash or eventreated asidle, it
cannot produceany return. It must beinvested to givereturns. Oneanother important
element istherate of return of different investment optionsarea so different. The
chance of lossof money isalso there. Aninvestor hasto make clear calculations
beforeinvesting, cons deringthefactorsof bothreturnandrisks. Also, theinvestment
vehiclemust provideliquidity and marketability to meet the needs at the times of
exigencies

Financid systemlinks savingsandinvestments. It guidesand regulatesinvestment
decisionsof theinvestorsand the participating bodies

Investment in physical and financial assets

Money can beinvested in physical andfinancial assets. A physical asset meansany
tangiblething of durable value and actsasameansto gain value over time. They
includeland, house, jewellery etc. Financial assetsare claimsagainst real assets
elther directly or indirectly. It may bein theform of fixed deposit with banks, small
savingswith post offices, insurance, Provident Fund , pension fund or securities
related instruments|like shares, bonds, debentures, Mutual Funds etc.

Short termfinancia investment optionsavailablefor aninvestor are savingsbank
account, fixed deposit and money market instruments. M oney market instrument
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aregpecidizedform of fixedincomeingrumentswhich provideliquidity. They include
treasury bills, commercia paper, and certificate of deposits, repos etc

Thevariousoptionsfor longterminvestmentsare post office savingsscheme, Public
Provident Fund, Kissan Vikas Patra, Bonds, Debentures equity, securities, Fully
Convertible bonds, mutual fundsetc.

Components of Financial System

The componentsof financia system consistsof the bodies productsand services
involved inthe process of transferring resourcesfrom thelendersto the borrowers.
Thecomponents are

1. Financia Markets
2.Financid Indtitutions
3. Financia Instruments
4. Financid Services
Assessment Activities
1. Listout theneed for investment

2. ldentify thevariouslong term and short term investments options
avalablefor amiddleclassfamilyinKerda

(). Financial Markets

Financid marketsarethe placeswherefinancia productsarebought and sold. Itis
an organizationa framework withinwhichfinancid insrumentsareexchanged. The
mainfunctionsof financial marketsare,

Capita formation
Provisonfor liquidity

Pricediscovery for securities

Allocation of economic resourcesto various sectors of economy
Reduction of transaction cost

Classification of financial market

o W DN PF

Financia market are classified in different ways such asmaturity and docile
a) Onthebasisof maturity /period of theclaims, marketsareclassifiedinto,
» Money market
» Capital Market
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1. Money market: Itisafinanciad market for dealingin monetary assetsof short
term nature. Financia asset with amaturity of oneyear or lessaretransactedin
money market. All money market instrumentshave thefeature of liquidity and
minimum transaction cost. The securitiestraded in thismarket include centra
and state government, local bodies, traders, farmers, industriaist, exporters,
importersand public. Themoney market comprises,

= Call money market — Call money means the amount borrowed and lent by
commercia banksfor avery short period. Thismarket playsanimportant role
inavoiding the problemsof fluctuationsin thereserve position of individua
banks.

= Treasury bill market— Government may issue these bills to meet their short
term requirement. It isapermanent source of fundsfor the government.

= Commercial Bill market— This market deals in commercial bills issued by the
firmsengaged in business. The holder of the bill can discount thebillsina
commercia bank.

= Certificate of Deposit Market — The market deals with the certificate of de-
positsissued by commercia banks. Theminimum amount should not beless
than Rs.1 lakh. Deposit can be madein multiplesof Rs,1 lakh but maturity
period should not belessthan 7 days but not morethan 1 year.

= Commercia Paper Market- A listed company which hasanet worth of at least
Rs.4 crore can issue commercial paper. It may beintheform of unsecured
promissory notesin denominationsof Rs.5 lakh or multiplesthereof. Maturity
period lies between 7 daysto 365 days.

2. Capital market

Thismarket specidizesintrading long-term andrelatively high risk securities. Itisa
channd through which the savings of the economy aremadeavail ablefor industrid
and commercia enterprisesand for public authorities. Capital market thus performs
two basicfunctionsi.e., collection of savingsfrom investorsand facilitation of the
transfer of both tangibleand intangibleassets. Themarket for newly issued financia
assetsiscalled primary market.. Primary market consists of corporate securities,
central and state government securities. The market where buying and selling of
existing securitiestakes placeisreferred to as secondary market or stock market.
Equity securitieslikeequity sharesand preference sharesaretransacted inthismarket.
Debt securitieslike debenturesand bondsarea so dedlt in thismarket.
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Stock Exchangesarethe placeswheresharesand securitiesaretraded. They provide
liquidity and minimize risk. It providesready market for thesecuritiesand informs
thevalueto facilitatetransaction. Aninvestor with fundstoinvest, atrader witha
businessto expand, abanker with hisfundsto earn profit over ashort period, the
government with aschemeto financeal take themsel ves eventually to the stock
exchange. Sometimes price movements are manipul ated by speculatorsin stock
exchange. Hencein Indiacapital marketsare regul ated through two main agencies
SEBI and RBI.

Securitiesand ExchangeBoard of India

SEBI isthe apex regulatory body in the Indian securities market. Mal practices of
companies, brokers, merchant bankersand i nvestment consultants compelled the
government to congtitute the SEBI in 1988 to regul ate and promote security market.
Themainfunctionsof the SEBI are,

e Regulatebusinessinthe stock exchangeand any other securities market

e Register and regulatethework of brokers, sub brokers, transfer agents, bank-
ers, underwriters, portfolio managersor any other bodies associated with the
market in any manner.

e Register and regulatemutud funds
e Prohibit fraudulent trade practicesrel ating to the securities market
e  Promoteinvestor education

* Register and regul atetheworking of the depositories, custodiansof securities,
foreigningtitutiond investors, credit rating agenciesetc

Reserve Bank of India

RBI hasaregulatory rolein capitd market. It manages debt through primary deders,
foreign exchange control and liquidity support to market participants. RBI regul ates
primary dedl ersin thegovernment securities. Theregulation of contractsrelatingto
purchaseand saleof securitiesand of ready forward contractsin debt securitiesare
exercised by the RBI. It operatesboth asamonetary authority and asadebt manager
to thegovernment. It can participatein market through open market operationsand
throughliquidity adjustment policy.

Theactivitiesof theentire Indian stock market businessiscoordinated mainly by

two agencies -BSE and NSE.
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Bombay Stock Exchange

The Bombay Stock Exchange (BSE) is Asia’s oldest stock exchange. Based in
Mumbai, India, BSE was established in 1875 as the Native Share & Stock Brokers’
Association. Prior to that brokersand traderswould gather under banyan treesto
conduct transactions. Bombay Stock Exchange was recognized as an exchange
under the Securities Contracts (Regulation) Act in 1957. Itsbenchmark index, the
Sensitivelndex (Sensex) waslaunched in 1986. In 1995, the BSE launched itsfully
automated trading platform called BSE On-Line Trading system (BOLT) which
fully replaced the open outcry system.

In 2005, the Exchange changed from being simply an association of brokersto
becomeacorporate entity. The administrative structure of the Exchangeisheaded
by aboard of directors, below whichisagoverning council and management that
presidesover itsday-to-day functioning. BSE functionsasthefirst-level regulator in
the securities market, providing monitoring and surveillance mechanismsthat are
ableto detect irregularities and manipulationsin stock prices. The Exchangeaso
provides counter-party risk management in all transactionsthat take placeonits
trading platform through its clearing and settlement services. Sharesof morethan
5,000 companiesaretraded on BSE. In addition to equity and debt, the Exchange
alowsfor trading of mutua fund unitsand derivatives.

National Stock Exchange

National Stock Exchange of India or in short NSE happens to be India’s largest
Stock Exchange and World’s third largest stock exchange in terms of transactions.
Itislocatedin Mumbai and wasincorporated in November 1992 asatax-paying
company. It wasinApril 1993 that NSE was recognized as stock exchange under
the Securities Contract Act 1956.

Themain objective behind NSE isto establish trading facility nationwidefor all
typesof securities. It dso ensuresequd accesstodl investorsinthe country through
the processof an appropriate tel ecommuni cation network. NSE wasableto achieve
its objectiveswithin avery short span of time. NSE has national reach to major
market segmentslikeequity or capital markets, futuresand optionsor derivatives
market, wholesd edebt market, mutud funds, initia public offeringsand soon. There
isasoaconcept of day trading which suitswell for short term investments. But there
areinvestorswho think that thistype of tradingisquiterisky.
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Differencebetween NIFTY And SENSEX

The Nifty and Sensex are known as Indices (plural of Index). Theseindicesare
devel oped by BSE and NSE to give an ideaabout the genera pricemovementsin
the stock exchange. Both Nifty and Sensex are comprised of companiesfrom
various sectorssuch as T, Petrochemical, FM CG, and Banking. They generally
sdlect theleading companies (intermsof market share) from each sector and assign
them aweight. The ca culation of the Index isbased on aformulathat may involve
the current price of each stock, number of transactions historical price, market
capitalization, weight and afew other factors.

Themajor difference between the Nifty (National Fifty) and Sensex (Sensitive
Index) isNifty has50 stocksand Sensex has 30 stocks.

Ultimately, both aredesigned to giveyou abroad picture of the stock market, and
hint a thedirection of theeconomy. Generdly, on apositiveday, bothindiceswill be
up, and on anegative day, both will bedown.

b) Onthebasisof domicilefinancid marketsaremainly classifiedinto,

1. International market — It isthe market where issuances of securitiesare
offered smultaneously to investors of anumber of countriesand areissued
outsidethejurisdiction of any single country.

2. Domestic market—Thismarket dealswith securitiesissued withinacountry

(I.Financial Ingtitutions

Financial Institutions haveimportant rolein providing financefor the economic
development . Theseingtitutionsare positioned to channel thefundsto investments
and leadsto economic development . The natureand scopeof financia ingtitutions
and their investment policy and operations affect the process of capital formation .
SEBI and RBI aretheregulators of Indian financial markets. Thesetwo bodies
monitor and controlsall other financid ingtitutionssuch aabanks, Asset Management
Company and other companiesin financial sector.

(I11).Financial Instruments

Financia instrumentsincludeall the securitiesissued by government and private
institutionsto collect money from the public. Theseincludesall money market




Reference Book ||}

indrumentsand capita market instrumentslikeequity mutud fundsbonds, debentures
etc.

(V). Financial Services

Financia Servicescan bedefined asthe services provided by financia ingtitutionsto
investorsand borrowers. Itsmain featuresare,

*  Fnancid sarvicesareintangibleandinvisble

e  They activate market operation and promote better investment climate.

e Theyarethelink betweeninvestors and borrower

e |theps theinvestorsto select theinstrumentsas per their risk taking capacity
e Financid serviceanditsprovider areinseparable

® |tactsasanagent of investor.

¢  Financia sarvicesaredifficult to standardise.

e  Theyareperishablein nature

Financial servicesincludeamultiplicity of monetary activitiesnamely factoring,
merchant banking, leaseand hire purchasefinancing, venturecapita, underwriting,
bill discounting, investment advisory services, mutua funds, portfolio management
services, banking services, insurance servicesetc.

Assessment Activities

(1. List out thefinancial services available near to your local- )
ity.
2. Prepare a note on importance of stock exchanges in Indian
Economy.

TE QUESTIONS

1. facilitatestransfer of financial resourcesfrom the hands of saversto the
borrowers.

2. Mr. Hari, one of your family friend is having abalance fund of Rs. 50000
AdviceMr. Hari explaining thenecessity of investing the savingsin any security.

3.  Findtheodd man out fromthefollowing
(1) PPF (2) bonds (3) mutual funds (4) Treasury Bills
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4. _ Maket dedsinshort termfunds.

Writeshort notesonthefollowing

(a) Call money market (b) commercia paper market.
6. Organised sharemarketiscalled
7. Indian security market isregulated by SEBI. Comment.

8. Mr.Krishnanandfamily decided tovisithissoninDubai. Heishavingacash
of Rs.100000 and wants to convert it to “dirham’. Suggest the easiest method
of conversion.

9. ExpandNIFTY and SENSEX.

10. Whenever newsagenciesreport about share market, they use BSE and NSE,
assynonymto Indian securitiesmarket. Describeitsimportance.
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UNIT 2
MARKETING OF BANKING AND
INSURANCE PRODUCTS

Introduction

Theliberaization of Indian economy has changed the face of modern bankingin
India. From the status of aplaceto safely keep money and to borrow money, the
banksare now changed totheleve of banking super market, that offer widevariety
of banking products. With the spread of new generation banks, which are
aggressvely sdllingloan products, the shift of importance was changed from deposits
to loans, and the present day thinking is, depositstake away money, whereasloans
bring in money. Thebanksfind it easier to appoint Direct SalesAssociatesto sell
loan products, sincethese DSAshavegot better and easier accesstoretail consumers
and dedlers. Thisofferspeoplewith entrepreneuria attitudeto enter thisareaof
slingloansfor commission.

Along with that the opening up of Insurance sector has created new business and
empl oyment opportunitiesinthesector.

Thischapter dealswith various bank and insurance productsthat areavailablefor
marketing activity to Direct S esAssociates, asan excdlent avenuefor self business
to start with.

LEARNING OUTCOMES
Thelearner :

¢ |dentifies various banking instruments.

e |dentifiesthe important life insurance products and scope of
mar keting.

¢ |dentifies the importance of different General insurance products
and the scope of marketing.

¢ Practicesdifferent style of interaction with the customers

Marketing of Banking Instruments.

Banksoffer different type of financial servicesto the customerswhichincludes
accepting of deposit and lending of loans. In addition to thisthey also provide
agency servicesand generd utility services. Most of these servicesdo not requirean
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aggressve marketing activity. They can offer them through own counters. But they
appoint Direct Selling Associatesto sell those loanswhich carries higher rate of
return like mortgage loan, Vehicleloan, credit cards etc. Thisoffersan attractive
opportunity toenterprising people. Following arethedifferent typeof productsoffered

though DSA channdls.
Mortgage loan

Mortgageloan any |oan granted against the security of areal estate property. Real
Estateisthe biggest asset class of most investors, since value of property will be
higher comparing to other class of assets. Alsointhelong run, theva ue appreciates.
Alongwithit, both theinterest and capitd paid towardsacquiring the asset provides
tax benefitstotheloan takers. In such circumstances, loan against property are of
highdemandinindia Themortgageloansaregranted against land, houseor property.
Theseloansare of very long duration up to 20 years. The processing of mortgage
loansis highly time consuming and tedious. The banks demand many papersto
prove ownership, location and encumbrance before granting theloans. At thetime
of issuing theloan, the banksregister theliability over the property at the Regigtration
officeand only after thefull payment of theloan, theno ligbility certificateisissued.
Banksoffer theloan on EMI or equated monthly Installment basisand they again
charge processing feefor processing theloan application papers.

Vehicle loan

Vehicleloanisgivento purchase new or used vehicleto the customers. Insuch
loans, if theincome and identity proof paper of the customer is satisfactory, the
formalitiesare very less. The security for such loan isthe vehicleitself and the
hypothecation will be marked onthe RC book. Thebanksgrant loan amount upto
80 % to theroad price of the vehicle and the tenure of repayment can beupto 7
years. The hypothecation will be marked onthe RC book and when theloanis
closed, the hypothecationwill be cancelled.

Personal loan

Persond loanisgiven tothecustomerssoldly onthecredit worthinessof the customer,
based on the repayment capacity of the customer. Theincome documents and
bank statements are secured to assessthe repayment capacity of the customer and
theamount of loanisfixed onthebasisof it. Banksa so collect signed chequeleaves
from the customer asan additional security, and for the ease of collection. These
loans are given for shorter duration, up to maximum 36 months. Option for both

prepayment and equated monthly installment isavailable.
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Consumer loan

Consumer loansare easy loansto purchase consumer products, and aresold through
the counters of Durable Consumer Goods. Theseloansareinstantly availableto
consumers sincethe processingiseas er comparing to other loans. Theseloans
instantly given to purchase consumer durable goods. Usually banks collect post
dated chequesand papersfor the proof of identity from the customers. Theseloans
aregivenfor short term duration, maximum for thetenure of oneyear.

Credit card

A creditcard isa payment card that makesthe payment instantly at thetime of
shopping and collect theamount from the cardhol der withinagtipulated time. Credit
card isthehighest interest charged instrument sold by banks. Most banksissue
credit card free of cost to peoplewithincome, inthe beginning yeer, but start charging
the next year onwards. Issuing banksfix acredit limit, initially asmaller amount,
later offer increase. Thesecredit cardschargenointerest if theamountispaidfully
withinaparticular period. Incaseitisnot paid, it will be charged about 36% per
annuam. Alongwiththat, the credit cards charge many other chargesal so.

CASA

CASA standsfor Current Account SavingsAccounts. Both aresametypeof accounts
inabank. Current Account ismanaged by busi nessentitieswhereas savingsaccounts
aremanaged by individuas. Usudly the savingsbank accountsgivevery lessinterest
only to the outstanding balance, and current account offer nointerest at al. Both
these accountsare hasd efree accounts, in such away that, any timeany amount can
be put in and takefrom such accounts. For banksaso, CASA isamatter of interest
sincethe cost of such accountisvery less.

All thesebank products are availablefor sale through Direct Sales Channelsand
banks offer commission to the sa e depending on theamount of loan. Itisarisk free
and no investment opportunity for peoplewith entrepreneurial attitudeto start a
businessin finance sector.

Microfinance

Microfinanceisasystem of providingfinancia helptorurd peoplethough Sef Help
Group. It’s asystem of collective responsibility. The member of self help group
borrow money from banks and they givethat money asloansto the needy anong
them. They collect it back and repay to thebank. The bank provideloanson less
interest torura peoplegroup aspart of socia responsbility for the upliftment of the
weaker sectionsof the society.
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All these bank products are available for sale through Direct Sale Channel and
banks offer commission to the sa e depending onthe amount of theloan. Itisarisk
freeand noinvestment opportunity for peoplewith entrepreneuria attitudeto sarta
businessin finance sector.

Assessment Activities

1. List out the banking products available in your locality
2. Prepareanoteon thebanking services likedebit card, credit card,
Net banking and mobile banking

Insurance

Insurance sector hasbeen one of theimportant saf employment opportunity in India
ever sincethe starting of Life Insurance Corporation of India. It hasincubated
thousands of Insurance Agentswho have penetrated to even theremotest part of
India. Withtheliberaization ininsurance sector, anumber of Insurance companies
started and with it opportunitiesto work as agentsalso widened. Along withthat,
non lifeinsurance, whichisknown as, general insurance also offersmany products,
which are expected to provide protectionto the properties. They alsoform apart
of opportunitiesfor those who want to work ininsurance sector.

Definition of Insurance

Insuranceisdefined as an economic device, whereby theindividual can substitutea
smdll definite cost (premium) for alarge uncertainfinancial 10ss (risk).

Concept of insurance

Insuranceisacommon method for transferring risks. The peopleexposed samerisk
cometogether and all shared |osses suffered by afew. Theinsurance companies
play the mgjor role of implementing the said concept. Theinsurance companies
collect in advancethe shares of clientsas premiumsand create afund out of which
thelossesarepaid. For example, Inavillagethere are 400 houses. Thevillageis
located wherenaturd hazards occurred frequently. At thet timethere housesdestroys
completely. If the houses destroyed, each family hasto spend at | east Rs 80,000/-
for thereconstruction. If all villagers comestogether and agreeto sharethelosses
equally, sothat no singlefamily hasto bear theentireloss. Sowhenever any house
is destroyed, every family will pay a sum of Rs200/- to the affected family to
reconstruct their house. Hencethe cost of Rs80,000/- would have been crippling
for asinglefamily, the expense of Rs200/- iseadly affordable. Therisk istransferred
fromasinglefamily to thewholevillageand thelossif occurred isshared by them.
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Life Insurance

Lifeinsuranceisacontract between aninsurer and aninsurancepolicy holder, where
theinsurer promisesto pay adefined sum of money in exchangefor apremium,
upon the death of a policy holder. Life insurance is designed to protect he beneficiaries’
standard of living in the event of untimely death of awage earner. Through this
insurance, thepolicy holder will havefinancia resourcesto protect their futureincome
and pay for immediate and futurefinancia obligations. Thepolicy holder typically
pays apremium either regularly or asonelump sum. The contract isvalidfor the
payment of theinsured amount during (1) thedate of maturity or (2) specified dated
at periodicintervalsor (3) unfortunate death, if it occursearlier. Lifeinsuranceis
preferableif financia obligationsat thetime of death exceed financial assets. This
would hel p the spouse or partner managefinancialy intheevent of death.

Types of policies
Therearevarioustypesof lifeinsurancepolicies. Someof them areasfollows:

Endowment

Endowment assurance policy isamost popular plan. It comesunder permanent life
insuranceie,, it remainsinforceuntil thepolicy matures, unlesstheowner failsto pay
the premium when due. The premium under endowment policy ispaid for afixed
term. If death takes place during theterm, the sum assured a ong with accumul ated
bonusispaid to the nomineeand if the policy holder survivesduring theterm of
policy, he get sum assured in addition to the bonuses profitsraised. Theplanis
availablewith profit and without profit option. Thepremium of with profit policyis
morethan the premium of without profit policy.

Whole life

Wholelifepolicyisapolicy at lower ratesof premium. Premiumsof thepolicy are
payablethroughout thelifetime policy holder. The sum assured become payableon
the death of thelifeassured or on attaining the agefixed inthe policy schedule.
Compared to endowment policy, bonusadditionishigher rate.

Term life

Term insurance comesunder temporary lifeinsurance policy. Term lifeinsurance
policy provideslifeinsurance coveragefor aspecified term of yearsfor aspecified
premium. Theinsurancepaysonly if death occursduring theterm of policy, whichis
usudly from oneto 30 years. Term lifeinsurance policy cover risksonly during the
selected period. If the policy holder survivestheterm period, therisk cover comes
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toanend. Interminsurance, threefactorsareto be considered. They are (1) face
amount (protection or death benefit) (2) premiumto be paid (cost to theinsured)
and (3) length of coverage (term). The premium for thepolicy isbased onthepolicy
holder’s age and health at the starting stage of policy. The premium remains same
for thelength of theterm.

Money back

Money back schemeisafixed term policy. The premium hasto be paidtill theend
of thetermor till thedeath of theinsured person, whichever isearlier. Inthispolicy,
apart of sum assured isreturned to theinsured person oncein 5 yearsor 4 years
according to the plan. Therisk cover continuesfor thefull sum assured even after
the payment of installments. The bonusisa so payablefor thefull term.

An exampleof money back policy for 20 yearsisdepicted bel ow:

[ At the end of |
5 years 20%of sum assured
10 years 20%of sum assured
15 years 20%of sum assured
20 years 40%of sum assured + bonus

ULIP-

Unit Linked insurance Plan (ULIP) products are those where the benefits are
expressed in terms of number of unitsand unit price. ULIP can beviewed asa
combination of insurance and mutua funds. The number of unitsthat the customer
gets depends on the unit price when he pays hispremium. Thedaily unit priceis
based on the market value of the underlying assets such as (equity, bonds and
government securities) and computed from net asset value. ULIP offer atax-free
dividend and the benefit of long term capital gainsafter maturity. ULIPisavailablein
two term periods, onefor 10 yearsand another for 15 years. It providesvarious
benefitsfor itsinvestors such aslifeinsurance cover at nominal premium, accident
cover and decent rate of returns. No bonuswill grand on premature withdrawals.
Thebonuswill not also grant after premature death either, unlessit occurs after the
payment of thelast term. ULIP doesnot offer any lifeaswell asaccident cover to
minors

All these arelifeinsurance products which are expected to cover thelife of the

insured. Inlndia, only asmall percentage of people are covered with insurance
policy. Thesame policy holder may takemorepolicy for tax benefits. Hence, the

insurance sector continuesto be apromising sector for self employment.
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General Insurance or non life insurance.

Generd insuranceincludesall typesof insurances other than lifeinsurance. The
General Insurance corporation of Indiawasformed under the General Insurance
Corporation of IndiaAct 1972. Based on this4 companieswereformed for this
purpose. Viz,

» New Indialnsurance Company Ltd

» Orienta Fireand Generd insurance company Ltd.

» Nationa Insurance Company Ltd.

» United IndiaFireand General Insurance Company Ltd.

Theabove companiesarethe subsidiaries of General Insurance Corporation, but
they areindependently under the control and guidance of the General Insurance
Corporation of India. With liberalization, many more new general insurance
companies started in India. All these companies provide opportunitiesfor the
enterprising people.

Health Insurance

In health insurance, theinsurer paysthe medical cost of theinsuredif theinsured
becomes sick due to covered causes or due to accidents. Health care costs are
getting higher day by day. Now adaysthe cost of treatmentsisunpredictableand
thus can bewell beyond what one can afford. Hence medica insuranceisrequired
to protect onesdf againgt such emergenciesaswel asuncertainties. Proper coverage
of hedlth insurancecan prevent sudden cash out flow and sometimeshe p by providing
cashforimmediate surgeries.

Types of medical expenses:
1. Hospitdization

2. Surgery
3. Medicines
4. Diagnogic

Typesof health insurance
1. Indemnityplan
2. Managed careplan
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Indemnity plan
Thisplan offersrembursement againgt medica expenses, irrespectiveof which service
provider isused. Inthisplan, therearethreetypes. They areasfollows:

e Reimbursement of actual charges. Theactual cost of medical expensesis
reimbursed.

e Reimbursement of apercentageof actual charges: Only apercentage of
theactual chargesisreimbursed. Therest hasto be borne by the consumer.

e Indemnity: A specified amount per day for apredetermined number of daysis
paid regardless of the actual cost of care. Thereimbursement will never be
morethan the actual expenses.

Managed care plans
Inthisplan, theinsurer hasanetwork of selected health care provider (hospitals)

and they offer incentivesto the policy holder to encouragethem to usethe provider
inthe network.

With theintroduction of cashless payment system, the difficultiesof payment of
hospita billsisavoided and thecompany will pay theexpenseof treatment directly

tothehospital.
Motor Vehicle

InIndia, motor vehicleinsuranceiscompulsory. It protectsthevehicleownersfrom
legd liabilitiesthat might ariseduring their vehicleoperation. Therearetwo typesof
policiesfor motor vehicle. They are (1) third party liability insurance (to cover Act
ligbility) and (2) comprehensiveinsurance policy (to cover both own damagelosses
andAct liability). Generally annud policy areissued, but thereisan exceptionlike
long term two wheeler policy which continuestill thefitnessof thevehicleisvaid
accordingto RTA.

Section 1 of Standard form of Private Car policy or Motor Cycle/Scooter policy
coversaganst lossor damageto theinsured vehicleby:

1. Fre exploson(bothinternd and externd ), self-ignitionor lightening
2. Burglary, housebreaking or theft

3. Riotorstrike

4. Earthquake
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5. Food, typhoon, storm, cyclone, hurricane, hailstorm
6. Accidentd externa means

7. Madiciousact

8. Terorigactivity

0.

Whilgtintransit by road, rail, inland waterway, lift, elevator or air.

Section Il coversLiability to Third party: thissection providesindemnity tothe
insured in the event of accident caused by the use of motor vehicleagaingt all
sumsincluding claimants costs and expenses, which theinsured sha | become
legally liableto pay inrespect of (1) desth or bodily injury to any person. Limit
of ligbility isunlimited asper Motor Vehicleact. (2) Third party property dam-
age. Insurance coverageof Rs1lakhin caseof twowhedersand Rs 7.5 1akh
for al other vehicles.

Marine Insurance

It is a contract between insurer and insured where in former agrees to pay
compensation to thelater on agreed valuein case of loss suffered dueto insured
products of marinelosses oninland water waysor any other land risk, which may
beincidental to any seavoyage. The need to cover uncertainty of losses during
ocean voyagewasfdt by a shippersand ship owners. The MarinelnsuranceAct of
1963 definesd| theterms used inthemarineinsurance practice, insurableinterest,
sea-worthinessof thevesse, policy of themarineinsurance, assignment of thepolicy,
premium, lossand abandonment, measure of indemnity and rightsof theinsurer for
subrogation of therecovery rightsetc.

Basically marineinsuranceisdivided intotwo:-
1. Hullinsurance

It relatesto theinsurance of ocean going vessel s such as steam ships- mechanized
vessals, container ships, RORO ships, tankers, gasholders, fishing vessdls, tralers,
barges, tugsand inland water vessdls.

2. Cargoinsurance

Cargoinsurancerel atesto export and import shipment of goodsthrough rail, road,
air or post, goods carried by coastal vessel stransporting between various ports,
cargo transported by variousvesselsor country craft over inland waterways.

3. FreghtInsurance
Itistheinsuranceof freight. Itispaidfor covering therisk of shipping charges.

Inabusinesstransaction, thebuyer will not bewilling to release his payment without
getting the shipment. But the seller needs money as soon as he has shipped the
goods. Thishasbeen possibleby |etter of credit whichiscreated by the buyer with
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the bank. He authorized the bank to make payment to the seller on receipt of the
shipping documentsand insurance policy for the consgnment. Thiswill protect the
buyer since no payment ismadeto the seller till the cargo sippedinthevessdl. If
thereisany damage happened to the goods on itsway, then claim could belodged
toinsurance company. In some casesthe buyer does not accept documents having
learnt of thelossof goods, and then the bank can directly recover from theinsurer.
Hencethemarineinsuranceactsasacollatera security.

Thereare somany other areasof insurancesavailablein non lifesector likeburglary
insurance, fireinsurance, liability insuranceetc. Thisisexpandingday by day. Newer
typeof productsisadded to thebasket. Thiswill provide opportunities of business
totheenterprising people. Hencethefuture of the sector ispromising

Assessment Activities

1.Name the items that can be covered under general insurance
2. List out the qualifications required to become an Insurance

agent.
TE QUESTIONS
1. CASAStandsfor ........ccoovviiiiiiiiiiiiieee,
2. ExpandULIP.
3. Name the authority for the regulation of insurance sec-
0] SO
4. Processingof ........ccovviiiiiiiiiiiennnn. loans is a time consuming and te-
diouséffar.
5. Consumerloanis..........coovevuinennnn. term Loan.

6. Youarerunningthe Direct SalesAssociate business of bank products. Make
alist of documents needed to submit ahousing loan.

7. Your friend seeksyour advice ontaking acredit card. Describe him both the
benefitsand problems.

8. Preparenote ondifferent typesof insurancesfor peopleof different age groups
and income groups.

9. Prepareabrochureshowingdifferent genera insurance productsand therisks
covered by them.

10. Comparethebenefitsof current account and savings account to abank with
fixed deposits.

&
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UNIT 3
EMERGING OPPORTUNITIES IN FINANCIAL
SERVICE SECTOR.
INTRODUCTION

Financia Servicesector isthelatest and fastest devel oping areaof businessin
India. Equity and related products have got very little penetrationin acountry
with abillion population and 30 croremiddleclass. Theaverage Indiansstill

believeintraditional products such asbank depositsand insurance. But withthe
technol ogica growth, andindudtridization, thenew generationinvestorsare seeking
newer investment avenueswith higher returns, the sharetrading firmsactsas a
super market for financia products. Thischapter dea swithimportant emerging
opportunitiesinthenew sectorsof finance.

LEARNING OUTCOMES

Thelearner :
¢ Understands the concept of share trading business.
e |dentifies different products marketed by a share trading firm.
e |dentifiesthe concept of various share trading operations.
e Understands the concept of day trading and delivery
e Describesthe products ETF, commodity trading, Forex trading.
¢ |dentifies various Portfolio Management Services.
e Recognizes the role of mutual fund in wealth management.
e |dentifies various types of mutual funds
e Compare returns of different funds
e Understands the concept of One time investment, SP, NAV
e |dentifiesretail NBFC products
e |dentifies postal department products and its marketability.
e |dentifies the opportunities in Chitty marketing.
e Recognizestherole of collection agents
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Opportunities in Share Trading Franchisee business/sub broker

A sharetrading franchiseeisasub broker, which isassociated with abrokeragefirm
or broker ded er, who buys and sellsstocks and other securitiesfor both retail and
institutional clients, through astock exchange or over the counter inreturn for a
commission. A sharetrading franchisee isany personor afirmwhoisnotaTrading
Member of aStock Exchange but who acts on behalf of aTrading Member asan
agent or otherwisefor asssting investorsin deaing in securitiesthrough such Trading
Members. Thesefranchiseesaredealing with alot of financial productssuch as,
Equity stocks, Equity derivatives,(futuresand options), Currency derivatives ETFs
(Gold,Index, and Liquid), Retail corporate debts, Government securities, primary
market IPO, SecuritiesLending and Borrowing, Mutua Fund, Interest Rate Futures,
Commodity trading, etc.

Investors cando their investmentsthrough thisfranchisees. They can open demat
account and can avail depository servicesthrough thefranchisees. Thesefranchisees
aretheretall point of sales of many of thefinancia productsto theinvestors.

Equity Stocks/Equity shares

An equity share, commonly referred to as ordinary share, representsthe form of
fractional ownership inwhich ashareholder, asafractiona owner, undertakesthe
maximum entrepreneuria risk associated with abusinessventure. The holdersof
such sharesaremembers of the company and have voting rights.

Theinvestorscan buy equity stocksthrough Initial Public Offering or from other
holders of equity stocks. The brokers or sub brokers facilitates the transfer of
ownership of equity stocks.

There aretwo methodstheinvestors participatein equity trading. They are Day
tradingand Delivery.

Day trading and delivery

Day trading is speculation in securities, specifically buying and selling financia
insrumentswithinthesametrading day. Strictly, day tradingistrading only withina
day, such that al positionsare closed before the market closesfor thetrading day.
Traderswhotradeinthiscapacity do sowiththemotiveof profit through speculation.
Hencethey are speculators

Processof Day trading -Aninvestor givesorder to the sub broker/agent to buy or
sl aparticular number of equity stocksof any company, and beforetaking ddlivery,
hebuysor sdll it off for aprofit or for theavoidance of loss. Thiscan beexplained
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withthehelp of an example. Aninvestor order 100 sharesof acompany for aprice
of Rs. 100 each. After onehour, hefindsthat thepriceisincreasedto Rs. 105. He
ordersto sdll it off and gainsaprofit of Rs.5X 100ie, Rs. 500. If the price goes
down, chances of lossisalso there. Aninvestor can give sell order also without
having stockswith him. For example, current price of aparticular stock isRs. 100.
He specul atesthat, the priceisabout to go down. Hegives 100 sdling order. That
timeif theprice goesdown, to Rs. 95, he can order buy order to settlethe sell order
clearly giveshim Rs. 5 per share. Thisway aday trader can make profit from both
the chancesof ariseor fal inprices.

Ontheother hand, investorsmay go for taking delivery of the stocksaso, withthe
hopeof sdllingit later when the prices shoots up. When aninvestor buys equity
stocksanditiscredited in hisdemat account and the payment for theinvestment is
done, itisknown astaking delivery of that equity stocks. Investorsbuy the stocks
whichthey feel chancesof priceappreciation. If thepriceof any stockstendsto go
down, they may sell their holdings and would buy the same stocksl|ater, oncethe
priceisat alower level. All thesepositionsareheld by theinvestorsto makeprofit
of the opportunity or to reducethelose. Sharetrading franchiseesfacilitatesall
thesetrading.

Business Opportunity with share trading firm.

Boththebuyingand sdlingand  day trading aredoneonacommissionbasis. The
franchisee getscommission for al thebuying and salling activitiesof theinvestors.
With every increaseinthe number of tradersand their trading activity, the profitability
of thesharetrading firm asoincreases. If you have enough financial back up, you
can takethefranchisee of any leading stock broking company and enter thefield of
equity business.

Remisier: You can work as a remisier with any share trading franchisee. It’sa
commission sharing system. Youwork and connect peopleto the franchisee. When
they doinvestment and trading activities, they shareapart of the commission earned
from that investors to you. It’s a risk free opportunity where your effort is the only
invesment.

Alongwith equity stocks, thefranchisee deal with many other financial products
suchasMutual Funds, Exchange Traded Fundson Gold, Equity, and debt, Forex
trading, derivative products on equity, currency, etc

Mutual Fund

Mutua fundisamechanismfor pooling theresourcesby issuing unitstotheinvestors
and investing fundsin securitiesin accordance with objectives asdisclosed in of fer
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document. Mutual Fund Companies, knows asAsset M anagement Companies,
collect fund fromtheinvestorsandinvest in securities. Mutud fund Company issues
unitsto theinvestorsin accordance with the quantum of money invested by them.
Investorsof mutual fund areknown asunit holders.

Thevaueof total assetsincreased or reduced asthe market goes up and down and
a so depending onthequality of decisionstaken by thefund manager. Thisincreases
or reducesthe price of theunitsof themutua fund. Whenever theinvestor redeems
the units, theunitsareredeemed at current market price.

Mutua Fund investments makes an attractiveavenuefor investorsfor thosewho
want to gain the benefit of security market but not interested in doing activetrading.
Investmentsin securitiesarespread acrossawide cross sectionindustriesand sectors
andthustheriskisreduced. Diversfication reducestherisk becauseal stocksmay
not movein the same direction and in the same proportion at thesametime. The
profitsor lossesare shared by theinvestorsin proportion to their investments. The
mutua fundsnormally comeout withanumber of schemeswith different investment
objectiveswhich arelaunched from timeto time. A mutual fundisrequiredto be
registered with SEBI which regulates securitiesmarketsbeforeit can collect funds
fromthepublic.

What is NAV (Net Asset Value) of a scheme

The performance of aparticular scheme of amutual fund isdenoted by Net Asset
Vdue

Mutual fundsinvest the money collected from theinvestorsin securities markets.
Net asset vaueisthetotal market va ue of the securitiesheld by theschemedivided
by thenumber of units. Sincethe market val ueof the securities changesevery day,
NAV of aschemealsovarieson day today basis. For eg. If themarket value of
securitiesof amutua fund schemeisRs. 2001akhsand the mutual fund hasissued
10lakhunitsof Rs. 10 each to theinvestors, then the NAV per unit of thefund is
Rs. 20.NAV isrequired to bedisclosed by themutual fundson aregular basis-daily
or weekly-depending on the type of scheme. Whentheinvestors make purchases
of theunits, the unitsare allotted based on the current NAV. Theamount paidis
divided by the NAV and that number of unitsalotted. Also, when aninvestor
redeems the mutual fund investment, NAV of that dateistaken and the number
unitsismultiplied by the NAV.

For eg. Aninvestor puts Rs. 10000, when NAV isRs.25 per unit. Heisallotted
400 units. He holdsthat unitsredeemsit after one year. That day, the NAV is
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Rs. 30 per unit. Heisgiven 30 multiplied with 400, that is, Rs.12000. Hegot a
profit of Rs. 2000, about 20% returnin oneyear. Losscan aso happenif theprices
gonedown.

Aninvestor caninvestinmutud fundintwoways. Lumpsuminvestment or Systemdtic
Investment Planor SIP. Lumpsuminvestment meanstheinvestor investsalumpsum
amount and unitsallotted to theinvestor then it self. Theinvestor canholdit and
redeemit whenhewanttodoit.

Systematic Investment Planisaperiodically investment plan. Theinvestor makes
arrangement to invest small amount periodically, like every month or week, ona
particular day. All hehasto doisto make surethat sufficient fundistherein hisbank
account. Theamount will beautomatically debited from hisbank account through
automatic debiting and unitswill bedlottedto hisfolio. Sincetheunit priceor NAV
of thefund will bechanging asper market vaueof the securities, thenumber of units
dlotted will dso bevarying. WhentheNAV islesser, theinvestor will get moreunits
where aswhen the NAV ishigher, less number of unitswill be allotted. But the
beauty of mutua fundinvestment is, inthelongterm, whenthe NAV ishigher, the
investor may be allotted less number of units, but when he redeemsit, the total

number of unitswill bemultipliedwith NAV of that time, whichwill givean tractive
return.

Types of Mutual Funds

Inaninvestor point of view, mutua fundsaremainly in eight categories.
1. Growth/Equity oriented schemes

Thesetypeof fundsinvest mgjor part of their corpusin equities. Risk ishigher
inthiscategory, but chancesof returnasoishigher. Investorswithlongterm
out look generdlly prefer equity oriented schemes.

2. Income/Debt Oriented scheme

These schemesinvest in fixed income securities such asbonds, corporate de-
bentures, government securities and money market instruments. Such invest-
mentsarelessrisky compared to equity schemes. Theaim of incomefundsis
to provideregular and steady incometo investors.

3. Balanced Fund

Theaim of balanced fundisto provide both growth and regular incomeas such
schemesinvest both in equities and fixed income securitiesin the proportion
indicated intheir offer documents. They generally invest in both equity and
debt instruments.
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4. Money market/Liquid funds

Theseschemesinvest exclusively in safer short terminstrumentssuch astrea
sury bills, certificate of deposit, commercia paper and inter bank call money,
government securitiesetc.

5. Giltfund
Thesefundsinvest exclusively on government securities. Itisvery safe.
6. Indexfunds
Thesefundsinvest in the securitiesin the same wel ghtage comprising of an

index. NAV of such schemeswould riseor fall in accordancewiththeriseor
fdl intheindex.

7. TAX Savingfunds

Mutua fundswhich give Income Tax exemption to theinvestorscome under
Tax savingfunds. Investorsinvest inthisfundto getincometax relief.

8. Fund of Fund Schemes

Suchfundsinvest the corpusin other mutua funds. Thiswill diversify therisk.
Comparison of different Mutual Funds

TheMutua Fund investmentsare expected to providereturn totheinvestors. The
performanceof mutua fundsiseva uated onthebasisof thereturnthat fundisgiving
totheinvestors. Comparison of Annual Growth Rate (AGR) and Compounded
Annual Growth Rate (CAGR) are the best methods to compare the return and
profitability of any mutual fund. We can comparethe performancewith benchmark
fund and a so other funds. The performance of thefundsfor thelast oneyear, last
five yearsand thelast 10 years can be compared to know which fund performed
best. Comparing the performance of thefundswith the benchmark fund, that is, the
fund which performed best, we can evaluate and suggest fundsto theinvestors, to
investin.

Aninvestor shall beadvised to invest indifferent funds of different typesto reduce
therisk. Alsorather than, advisngfor sngleonetimeinvesting, itisawaysadvisable
toinvest through Systematic Investment Plan(SIP).

Business Opportunity with Mutual Fund:

Mutual funds agency provide excellent business opportunity for prospective
entrepreneurs. It’s ano investment business. Mutual fund business provides two
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typesof earningsto theagent. Upfront commission and trail commission. At the
timeof investment, aparticular percentage of investment isgiven ascommissionthat
isupfront commission. Also, every year, on the total market value of the Assets
Under Management, aparticular amount isagain given ascommission. Thisistrail
earnings. Thebeauty of trail earningsis, inthelong run, whenthemarket growsand
thevaueof total assetsismultiplied, thetrail earningswill form avery hugeamount.

Assessment Activities

1. Meet a person engaged in share trading business and iden-
tify the benefits that he is accruing from the business.

2. Name the major Mutual funds available in the market

Portfolio Management Service

Portfolio Management Service, known as PMS is also a wealth management
ingruments likemutud fund. Themostimportant differenceistheinvestment amount
isvery big compared to mutua fund. InlIndia, aninvestor caninvest aminimum of
Rs5000inmutua fundwhereasthe minimum sizeof PMSinvestment requiredis
Rs. 5lakhsand above.

Theinvestor investingin PM Sisentrusting the fund manager with theamount and
thefund manager isdoing the fund management and daily operationson behalf of
theinvestor. The corpuswill beinvested in that type of assetsasagreed earlier.
Depending on the performance of the fund manager and the price movement of the
market, thefund va ue can go up or go down. Thisgivesprofit or loseto theinvestor.

Business Opportunity with Portfolio Management Service.

The PM Salso provide both upfront and trail commission opportunity to theagents.
But sincetheinvestment sizeishigger, the commission percentageiscomparatively
lesser than Mutual Funds.

Exchange Traded Funds in Gold, Equity and debt

Anexchangetraded fund, (ETF) isaninvestment devicetraded on stock exchanges,
much like stocks. It’sabaskets of securitiesthat aretraded, likeindividua stocks,
on an exchange.. An ETF holds assets such as stocks, commoditiesor bonds, and
tradesclosetoitsNet Asset Value over the course of thetrading day. Most ETF s
track on anindex such asastock index or bond index. ETFs may be attractive as
investmentsbecauseof their low costand liquidity . Unlikeregular open-end mutud
funds, ETFscan be bought and sold throughout thetrading day like any stock. It
combinesthefeature of amutua fund and equity.
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Index Funds

AnIndex Fundisamutual fund that triesto mirror amarket index, like SENSEX or
NIFTY, asclosaly aspossibleby investingin al thestocksthat comprisethat index
in proportionsequa totheweight age of thosestocksintheindex. Thesearepassvey
managed fundswherein thefund manager investsthefundsinthestockscomprising
theindex in smilar weight. Index funds, whilereducing therisk associated withthe
market, offer many benefitsto theinvestors.

Firdtly, theinvestor isindirectly ableto invest in aportfolio of blue chip stocksthat
constitutetheindex. Next, they offer diversification acrossamultiplicity of sectors
sinceindex stocksare generally abasket of 20-25 sectors. Added to theseisthe
relatively low cost of management. Index funds are considered appropriate for
conservativelong terminvestors|ooking at moderaterisk, moderate return arising
out of awell-diversified portfolio. Itssimilar to alarge cap mutua fund.

Commodity trading

A Commodity market is a market that trades in primary economic sector than
manufactured products. Soft commodities, areagricultura productssuch aswhedt,
coffee, cocoaand sugar. Hard commoditiesaremined such asgoldand ail. Investors
accessto maor commodity marketsworld widewith purely financia transactions
increasingly outnumbering physical tradesin which goodsaredelivered. Share
trading firmsfacilitatescommodity trading throughtheir platform to hel ptheinvestors
togain profit.

Derivative trading-Futures and options, and swaps.

Sharetradingfirmsare also facilitating theinvestorsto participatein derivative
markets. They providepla form for thetradersto participatein derivative contracts,
such as Futures, Options and Swaps on equity, debt and currency. These are
agreements between two or more parties, to sharetheprofit or loss, in thetrading of
an asset.

A sharetradingfirm sdllsal thesefinancia instrumentsand many more. Thesame
investor will investindifferent instruments. Onal suchtransactions, thefirmgetsa
commissionthat, isdifferent for different typeof assetsand transactions. InIndia, a
very small percentage of peoplestill cometo equity and related area. When the
€conomy grows, new entrantsareto cometoinvest, That way, itisagrest opportunity
for any entrepreneur.
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NBEFC fixed deposits-Bonds Agency.

Non Banking Financial Company, widely knownasNBFC arefinancid ingtitutions
that arelicensed to collect deposit from public. They area so monitored by Reserve
Bank of India. Thesedepositsare comparatively risky but offer attractivereturnsor
interest comparing to bank deposits. Most of the NBFCsaregiving retail loans
with that deposits. Thereare many credit rating agenciesin India. Theseagencies
giveratingto theNBFCs. Theinvestorscan understand the creditworthiness of that
NBFCsfrom therating. An entrepreneur can start this business by registering
themselvesat theNBFC. They will begivingasmall percentagecommissiontothe
agentsto theamount collected.

Post Office Department Agency

Post officesin Indiaisone of thelargest network of post officesintheworld. Itis
coveredinal partsof India Thesepost officesared so doing many financid activities
that includes collection of Recurring Deposits, Term Deposits, National Savings
Certificates, Postal Insurance Policies, Monthly income schemes,Kissan Vikas
Pathra, Sukanya Samridhi ukanya Samridhi Yojana, etc.These deposits offer
atractiveincome.

The postal department provide earning opportunity to of rural women asagents.
Thesewomen agentsare known as M ahilaPradhan. They can do the collection of
Recurring Deposits. They are given apercentage commission on the Recurring
Depositscollected.

Other individual s can work as SASAgent with postal department. They can sdll
Kissan Vikas Pathra, Monthly Income Scheme, Term Deposits, Nationa Savings
Certificate, Sukanya Samridhi Yojana. They can earn acommissiononthesae.
Along with that, any person can be an agent for Postal Lifelnsurance and Rural
Postal Lifelnsurance. That also providesexcellent business opportunities, since
they have the support and security of Government of India.

Chitty Canvassing Business/Collection agency

Chitty or Nidhi formsavery important part of savings. Itsaperiodical deposit
systeminwhich the deposit amount varieswith the demand for fundsand itseffect
on chitty auction. Out of the Chitty offerstwo typesof businessopportunitiestothe
entrepreneurs. Any person who has capacity to manage the business can start a
chitty company. It will beguided by Indian Chitty Acts. It canjoin subscribersand
collect money. Out of the amount collected, the firm can deducted aparticular
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percentage, aschitty foreman commission. Thisformsthemainrevenue of the
company. Chitty companiesneed chitty collection agents, to work as canvassing
agentsand daily door collection agent. Both provide attractiveincome earning
opportunities.

Any personwho wantstowork asachitty collection agent can be one by gpproaching
any chitty company office. In Keraa, thegovernment isrunningachitty company,
namey, KerdaState Financia Enterprisesor KSFE. Thiscompany offersboth the
security of the KeralaGovernment and the professionalism of acompany. The
agency businessisopen to anybody, and by registering at any branch, you can sdll
chittiesin your neighborhood. It offersastable and excellent long term business
opportunity. You get asmall commission from thefirst chitty amount fromthe
subscribers for the business canvassed by you . Also, you again get acommission
for dl themoney you arecollecting every day from thechittals. Boththiswill provide
avery stableand promising income.

Foreign Exchange Trading and Money Transfer Business.

Keralaisaland of Non Resident Indians. The remittancefrom foreign countries
formsthe mainrevenue of many familiesin Kerala. They bringforeign currency into
our country. Along with that, many exporting firms, travelersto foreign countries,
studentsto study in foreign countries and peopl e going abroad to seek employment
need foreign currency. Thisprovidesan excellent businessopportunity towork in
foreign currency Forex Businessis supervised by RBI asper FEMA. An entrepr-
eneur can runafirmto buy and sell foreign currency after taking necessary licenses
and going after formdities. IBR or Internationa Bank Rateisthebasefor fixingthe
ratefor buying and selling foreign currencies. Theforeign currency rateschangein
every second, and it will bebought at alesser ratethan current rateand will besold
at ahigher ratethanthemarket rate. Thisgivesaprofit on both purchaseand sale.
Along withthat, you can do money transfer business, by doing thefranchisee of any
money transferring company likeWestern Union or ExpressMoney or MoneyGram.
You will receiveacommission and aso you gain from margin on therates.

This can be illustrated with an example. A person sells 100 dollars. Its today’s
market rateisRs. 52.50 . you take amargin of 40 paise and you aregiving Rs.
5210. Thesameday, atraveler buys 100 dollars, and you sell it at therate of Rs.
52.80. You gainaprofit of Rs. 30. Totally you gained Rs. 80 fromasingledeal of
100 dollars. Now imagine, how bigisthe opportunity sincethe size of businessis
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lakhsof dallars, dirhams, dinarsandriyals. Alongwith thet, thereischancesof profit
or lose depending on market movement of rates, still sinceyou haveadready takena
margin on the purchase, the chances of lossislesser.

Money Transfer business offers these exchange rate opportunity along with a
commission ontheamount transferred.

Asmentioned earlier, financid serviceisoneof themost thrivingindustriesin India
Itsgrowth rateismany timesmorethan any other sectors. \When thecountry becomes
adeveloped nation, thethrust this sector will be morethat will add to theglory of
thisindustry. Hencefor thosewith an entrepreneurid attitude, thisindustry offers
very great and vast opportunitieswith awidevariety of products.
Assessment Activities

s

1. Name the investment products available through Post
Offices

2. Explain the importance of Money transfer business in
Kerala context.

.

TE QUESTIONS

1. Equity mutual fundinvest thecorpusin related securi-
ties.

Nameaderivative product.

Nameaposta investment schememeant for girl children

Nameastate government owned public sector chitty company..

IPO standsfor

Makeashort note on the profitability inforeign currency dealings.

Explainto aninvestor how isthefunctioning of chittiesand the profitability in
meaking savingsthrough chitties.

8. Youarerunningasharetrading franchisee. A new customer asksyou about
doing speculative businessand itschances of profit or loss. Explaintohimthe
process, and effects of day trading of shares.

9. You areasked to offer abasket of equity and debt products for a high net
worthindividual . Prepare anote showing different products.

10. A younginvestor and retired person visit amutual fund advisor seeking advice
oninvestingin mutud funds. Makeanoteonthetypeof fund hewould suggest
andjudtify theadvice.

N o g b~ b
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UNIT 4

FINANCIAL PLANNING & PORTFOLIO
MANAGEMENT

INTRODUCTION

Fanningisthefoundation of successinany activity. Sincelifeexpectancy isincreasing
inIndig, financia planningisvery important for any personto gain self relianceto
ensurethequality of lifewhen hereachesaperiod of noincome. Financia planning
isneeded for everyone. For attaining persona assetslikeahouseor car andasoto
ensure thefunding for kids education and marriage, everyone needs big fund that
can bebuilt by small savingsover along period of time.  Thesooner one person
starts, betteritis. If apersonisspendingdl hisincomecardessly, at atimewhenhe
reaches hisretirement, hewill haveto depend othersfor livelihood.

Many peopleplantoinvest after making all theexpenses. It will never happen. The
favorableideaistodothesavingfirst and spent only therest. Thischapter introduces
theimportance and meritsof financial planningto attain personal goasand asoto
reach acomfortableretirement life.

LEARNING OUTCOMES
Thelearner :

e Understands the concept and purpose of financial planning.

¢ |dentifiesthe concept and need for portfolio management for retail
investor.

e Createsa financial plan of action with the purpose of retirement,
insurance and income tax savings.

e |dentifiesthe stepsinfinancial planning process.
e Understandsthe concept of establishing relationship with the client.
e |dentifies various techniques to gather client data.

¢ |dentifies the various methods to determine the goals and
expectations of the client.

e Analyzes client objectives

e |dentifies the need of the client and the financial situation.
e Evaluatesthe strategies for financial planning

e Constructsfinancial plan to present before the clients

e Appliesthe plan into action.

¢ Evaluates the outcome of the financial plan

e |dentifiestheimportance of professional selling.
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Financial planning

Figure4.1

Peopleawaysthinkitis not possibletofulfill their goal or dreamswithout havinga
highsadary or bedongingtoa richfamily. Lifeisfull of competing priorities. Everyone
hasgot awishlist of thingslike, buying ahouse, having children and paying for their
educations and weddings, and having enough money for acomfortableretirement.
But unexpected expenseslike abroken-down car or hospital bill can strain yours
finances. A financia plan can put you in control so you stay on track regardless of
what lifethrowsat you. Thisnecesstatessavingandinvestinginthetypesof financid

vehiclesthat are specialy designed for your objectives
Financial investment

A financial investment isan asset that aninvestor put his money with the hope
that it will grow or appreciateinto alarger sum of money. Theideaisthat he can
later sell it at ahigher price or earnmoney from it by keepingit . Mutual Funds,

Fixed Deposits,Bonds,Stock ,Equitiesare examplesof financial investments.

1. Return: All investmentsare characterized by the expectation of areturn. In
fact,investments are made with the primary objective of deriving return. The
expectation of areturn may befromincome (yield) aswell asthrough capital
appreciation. Capital appreciationisthedifference betweenthesaepriceand
the purchase price. Theexpectation of return from aninvestment dependsupon
thenature of investment, maturity period, market demand and so on.

2. Risk: Riskisinherentinany investment. Risk may relateto loss of capitdl,
delay in repayment of capital, nonpayment of return or variability of returns.
Therisk of aninvestment isdetermined by theinvestments, maturity period,
repayment capacity, nature of return commitment and so on.Risk and expected
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return of aninvestment arerel ated. Theoretically, thehigher therisk, higheris
theexpected return. The higher returniscompensation expected by investors
for their willingnessto bear thehigher risk.

3. Safety: Thesafety of investment isidentified with the certainty of return of
capital without lossof time or money. Safety isanother festurethat aninvestor
desiresfrominvestments. Every investor expectsto get back theinitia capital
on maturity without lossand without del ay.

4. Liquidity: Aninvestment that iseasily saeablewithout lossof money or timeis
saidtobeliquid. A well developed secondary market for security increasethe
liquidity of theinvestment. Aninvestor tendsto prefer maximization of ex-
pected return, minimization of risk, safety of fundsand liquidity of investment.

Financial Planning

Financia planning isthe process of managing financesto achievelifegoals. Life
goals can include buying a house, saving for child’s higher education or planning for
retirement. It istheact of managing income, setting financia goalsand alocating
assatsacrossinvestments. A financia planning processinvolvesgathering financia
information of theclient , setting lifegoa's, examining current financia statusand
coming up with astrategy or plan for how the client can meet hiswith current
Stuation and future plansand reviewing thison an ongoing basis.

Financia Planning isdoneto meet thefuture plansof theinvestor. Hence it must be
commenced at theearliest. Thelonger theinvestment allowed to grow, the greater
would betheir growth. Thereare many financial advisorslike Insurance agents,
Accountant, or an Independent Financial Planner . It isalways better to seek the
assistanceof aFinancia Planner . Hecan analyseall the aspects of theclientsthat
include, budgeting and savings, Taxes, investments, insurance and retirement needs.
Theprofessiond financia planning offersthefollowing benefits

e Hepstounderstand the present Financia standing.

¢ Hepstodiminatethedrawbacksin present method of Money management.
e Hepstoevauatethecapability tofulfil the needsin desired time schedule.

e Helpstoprotect and grow savingsand investmentsin atax efficient way.

¢  Protect dependentsandincomefrom the unexpected and theunwel come events.

® Increasetheafter-tax legacy you passonto your beneficiaries.

&
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Financial Planning Process

o
Establish
Client-Advisor
Relationship

(6]
Review
&
Monitor Financial
Planning

Process
(3]

S Analyze
Implement &
Plan Strategize
(4]

Build Your
Plan

Figure4.2

Thefinancial planning process congstsof thefollowing Sx steps:

1.

Establishingand definingtheclient-planner relationship - Thefinancial
planner explainsor documentsthe servicesto be provided and defineshisor
her responsibilitiesalong with theresponsibilitiesof theclient. Theplanner ex-
plainshow heor shewill bepaid and by whom. The planner and client should
agreeon how long therelationship will last and on how decisionswill bemade.

Gathering client data and deter mining goalsand expectations - Thefi-

nancial planner asks about the client’s financial situation, personal and financial

goasand attitude about risk. The planner gathersal necessary documentsat
thisstagebeforegiving advice. Theplanner collectsqualitativeand quantita:
tivedataof theclient. Thequantitativedateincludesfamily details, assetsand
liabilities, cashinflowsand outflows, insurance policy details, history of tax
returns, investment detail s, bus nessinformation etc. dong with that qualitative
information concerning theclientslifegods lifestylehealth tatus, risk tolerecne
level, emplopykent status, hobbies, attitude etc are aosconsidered.

Analyzeclient objectivesneedsand financial situations - Thefinancial
planner analyzesclient information to assesshisor her current situation and
determine what must be done to achieve the client’s goals. Depending on the
services requested, this assessment could include analyzing the client’s assets,
ligbilitiesand cash flow, current insurance coverage, investmentsor tax strate-
gies. Hea so assessthe net worth of the client considering both the val ues of
assetsand liabilitiesa ong with hissavings capacity by comparing hisincome
and expenditure.
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Developing and presentingthefinancial planningrecommendationsand/
or aternatives - Thefinancid planner offersfinancia planning recommenda-
tions that address the client’s goals, based on the information the client pro-
vided. The planner reviewsthe recommendationswith theclient to alow the
client to makeinformed decisions. Theplanner listensto client concernsand
revisesrecommendations as appropriate. Thefinancial planner addressthe
client objectiveand present dternative recommendations and heidentify and
evaluatevariousstrategies and hel pstheclient to select most suitableaterna-
tive

I mplementing thefinancial planning recommendations- Thefinancia plan-
ner investigates and recommends products or services suitableto theclients
financial situationsa ong with addressing the clients obj ectives, need and pri-
orities. .Hea so suggeststhe procedure to makethe investment, documents
required and the partiesto be consulted to make that investment

Review and Monitor thefinancial plan- Theclient and financial planner
agree upon who will monitor the client’s progress toward goals. If the planner
isinvolved, he or she should report to the client periodically to review the
situation and adjust recommendations as needed. Thereview processmay
include

check whether the client isonthetrack to achieve hisobjectives.

Ensure that the planned contributions from the client’s savings are happening
towardshis/her investments.

Makesurethat return being generated by theinvestments should be monitored
and reba ancing of investments should be made as per thethe asset alocation

drategy

Confirmingthat thefinancid planning recommendation agreed on by theclient
and planner have beenimplemented

Assessing the progresstowardsthe achievement of thefinancia planning rec-
ommendations

Re-eva uating initia assumptionsmade by the planner for reasonableness

Determining whether changes in the client’s circumstances or objectives re-
quireadjustmentstothefinancia plan

Mutually agreeing on any changesthat may berequired

&
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Assessment Activities

1. List out the events that may cause change in the financial
goal of person.

2. Drawachart showingthefinancial Planning process.

Portfolio management

Portfolioisagroup of financid assetssuch asshares, stocks, bonds, debt insruments,
mutua funds, cash equivaents, etc. A portfoliois planned to stabilizetherisk of non-
performance of variouspoolsof investments

Portfolio management isthe art and science of making decisionsabout investment
mix and policy, matching investmentsto objectives, asset alocation for individuas
andinditutions, and balancing risk against performance. Portfolio management refers
to managing an individual’s investments in the form of bonds, shares, cash, mutua
fundsetc sothat he earnsthe maximum profitswithin the stipul ated timeframe.

Need for portfolio management

(1) Portfolio management presentsthe best investment plantotheindividuasas
per their income, budget, age and ability to undertakerisks.

(2) Portfolio management minimizestherisksinvolvedininvestingand alsoin-
creasesthechanceof making profits.

(3) Portfolio managers understand the client’s financial needs and suggest the best
and uniqueinvestment policy for them with minimumrisksinvolved.

(4) Portfolio management enablesthe portfolio managersto provide customized
investment solutionsto clientsas per their needsand requirements.

Portfolio manager

An individual who understands the client’s financial needs and designs a suitable
investment plan asper hisincomeandrisk taking abilitiesiscalled aportfolio manager.
A portfolio manager isonewho investson behalf of theclient.

Financial planning for insurance

Insuranceisarisk-financing techniquethat involvesthetrandfer of thefinancia burden
of risk from one party, called theinsured, to another party called theinsurer for a
price(premium). All trueinsuranceinvol vespooling together alargenumber of similar
risksby theinsurer asamethod to make | osses more predictable and thus reduce
rsk.
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Insurance planning isthe process of analyzing what types of insuranceisneeded for
the protection of a person’s assets and ability to create assets. Insurance planning is
critical sothat mgjor risksfor theclient are covered. Insurance coversonly financia
losswhichiscaused by various risk. Theplanner needsto helptheclient identify the
risksthat he/she may exposed to and construct aplan of actionto provide adequate
insurance against thoserisk. Aspart of thisthe planner needsto planfor

e Lifeinsurancecover-to maintain their existing life style after the death of a
loved one

e Medicd insurancecover-to pay medica bills

e  Disability insurance cover-to ensure continuity of income

e  Generd insurancecover-to replaceor repair tangible assetsheld by the client
e  Whatever isinsured, theinsurance comes down to two categories.

e  Protection of assets

e  Protection of one’s ability to produce assets.

Steps in Insurance planning process

Sep 1-Establish client reationships. Thisstepin the planning processgivesyouthe
opportunity to build rapport with your client. You will also discuss what work you’ll
do for theclient (businessinsurance, personal insurance, etc.). Any fees separate

fromthe sdeof theinsurance policy arediscussed. Normaly, afeeischarged only
for complex insurance planning or business planning.

Sep 2-Gather data from the client. Thisinvolves getting information about the client’s
financid Stuation, including current insurance policieshehasinforce, hisinvesments,
his debts and his disposable income. In the context of insurance planning, you’ll
discuss how the client feels about risk. You’ll also help him determine what his
insurancegoalsand needsare.

Sep 3-Analyze the client’s data to determine how she will meet her insurance goals.
Useillustration softwareyour insurance company providesto run insurance quotes.
Determinewhat type of coverage sheneedsfor lifeinsurance, aswell asliability or
property and casualty. For lifeinsurance, you must determinewhether atermlife,
wholelife, universd life or variablelifeinsurance policy woul d be gppropriate based
ontherisk tolerance of theclient and her financia gods.

Sep 4-Devel op and present recommendationsto the client. All of your analyses
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andinsurancepolicy illustrations should beorganized and explained tohiminsmple
termshe can understand. When making your recommendation, you may a so need
to help theclient with budgeting so he can afford to purchasetheinsurancepolicy he
needs.

Sep 5-Implement the recommendations and make theinsurance sale. Have the
client fill out an applicationfor life, auto, home, ligbility or any other typeof insurance
sheneedsand collect al pertinent datafor process ng the gpplication. Thisincludes
all state mandated formsin additionto the basi c application.

Sep 6-Monitor the recommendations. Periodically, you should review your client’s
insurance coverage and advise him regarding how much insurance he needs based
on hisassetsandfinancia goas

Income Tax planning

Tax planning may be defined as an arrangement of one’s financial affairs in such a
way that without violatingin any way thelegal provisions, full advantageistaken of
all tax exemptions, rebates, alowancesand other reliefsor benefits permitted under
theAct. Tax planning issupposed to used as part of of the overall strategy and not
independently. Clientsrequiretax planning so asto maximizetheir cash flowsfor
other activities. Thefinancia planner roleisnot to preparethe clientsincometax
return rather, itistoidentify potential tax saving opportunities. Depending uponthe
prevaent laws, tax saving may beavail ableoninvestmentsmadein insurance, socks
etc:-.The financial planner’s job is to help the client minimize taxes, not to evade
them

Themost popular instrumentsfor investing for the pur pose of incometax
planningtosavetax are

% PPF(Public Provident Fund) accounts
< Fiveyear tax savingfixed deposit

+ Equity oriented mutud fund

< Pensonplan

+  Contribution to employee provident fund
% Lifeinsurancepolicy

< Nationa saving certtificate

< Nationd penson scheme

% Medica insurancescheme
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< Maedical trestment for handi capped dependence

< Treatment of specified diseases

% Homeloans

< Educationloanfor thehigher education of himsalf ,spouse. children or the

student of whom heisthelegal guardian

< Rgeeve Ghandhi equity saving scheme

< Longtermcapita gain

< Longterm capital gainfrom thesaleof equity shares

< Donationfor charity, philanthropic purpose, and national relief fund
Retirement planning

Retirement planning isthe planning one doesto be prepared for life after paid
work ends, not just financialy but inal aspectsof life. The non-financia aspects
include such lifestylechoicesashow to spend timeinretirement, wheretolive, when
to completely quit working, etc.

Therearemany reasons for retirement planning .

1. Increasein lifeexpectancy: Our generationwill livelonger than previous
onesdueto improved medical and healthcare, implying the need to gather
enough fundsthat can sustainlonger life. Thisasoimpliesthat the hedlthcare
needsand expensesarelikely to haunt us.

2. Shortfall in Employer Funded Pension/Pension Funds: Theemployer or
government funded pens on schemes arelesslikdy to sustaintheincomeneeds
post retirement. The pension that onemay receivefrom these schemeswill not
besufficient to maintain thelifestyle. Thisisthereason many individualsworld-
wide supplement their state or employer funded retirement planswith self-
funding-i.e. pensonplans.

3.  Changeof social structures: In spite of family support, many retirees don’t
prefer depending on therelatives or children for meeting post retirement ex-
penses. Maintaining independent lifestyleissustainable only when backed with
afinancia cushion.

4. Lack of social security system: Thereisno social security system in our
country. Hence one hasto plan to build the entire corpus to help meet the
regular income or any contingency post retirement.

&
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5. Desretoremain contributor: Thewant to contributeto thefamily by pro-
viding and supporting thekidsor grand kids at milestonesof their liferemains
even after retirement isinevitable. Starting an independent ventureisalso an
emerging trend. Thesecan befulfilled only when oneisfinancialy saf-reliant.

6. Restandreaxation: After fulfillingal your responsibilities, you may want to
build aretirement corpusto go on holidays, to pursueahobby etc.

Keepingdl pointsin mindthefinancia planner isto carefully eval uatethelifestyle of

theclient and plan for his/her retirement. The purpose of planningisto ensurethat

theclient will beableto maintain hisher current standard of living after retirement

.evenintheabsence of regular cash inflows by way of income. For this,afinancia

planner will need to discussthefoll owing aspects of retirement with clients
< Discusswith clientsasto typeof lifestylethey wishtolead after retirement
% Helptheclientinsettingredlisticretirement goas
< Determinethetotal amount of money that aclient needsfor retirement.

Thisisusualy doneby going through aretirement need analysis

Theplanner needsto create aclear strategy to create sufficient financial resources
to meet theretirement needs of theclients

Existing pension products available in India

< Civil pension schemefor al and state government empl oyees

New Pension Schemefor al citizens. The schemeisfor economically
disadvantaged and not financialy well.

Employee pension scheme providing pension to members, widows, wid-
ower, children, orphans, physicaly disabled members, dependent parents,
nominee. Itismanaged by employee provident fund organisation

+ Micro pens on schemeby various mi crofinanceinstitutions .Poor encour-
aged to savevery small amountsand after fixed yearsstart getting pension
Annuity Schemes launched by insurance companies and regulated by
Insurance Regulatory and Devel opment Authority

Nationa Socid Assstanceprogram presently, comprisesof fiveschemes,
namely - *National Old Age Pension Scheme ¢National Widow Pension
Scheme eNational Disability Pension Scheme ¢National Family Benefit
Scheme and *Annapurna— subsidised food security through public distri-
bution system

Employeeprovident fund -Retirement savingsfor sdaried employeesPublic
provident fund

o,
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Public provident fundfor al residentsof India
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Assessment Activities

1. Givereasonsfor retirement planning

2. Namethemost popular instrumentsfor investing to save
income tax

TE QUESTIONS

1

10

12
13

Mutual funds, fixed deposit, bonds, stock, equities are examples of
...................... investment.

........................... isan ongoing processto hel p you make sensible decisions
about money that can helpyou achieveyour goasinlife.

refersto managing an individual’s investments in the form of
bonds, share, cash, mutual fundsetcfor maximum returnsinastipulated time.

............................ Istheprocessof analyzing what typesof insuranceisneeded
for the protection of a person’s assets and ability to create assets.

While you can seek financial guidance from any number of people only
areabletogiveformal advice

Financial management, asset management, risk management, retirement plan-
ning, estate planning are components of

enablethefinancia planner, theclient, and the other advisors, to
obtain aclear pictureof financia stuation of theclient.

Preparealist of most popular financial instrumentsfor investing for the pur-
poseof incometax planning.

List out variouspension productsavailablein India

Makeanote on diversification of investmentsasameansto reducerisk. Pro-
videexamples.

Explaintheimportant stepsto be considered by thefinancial planner for estab-
lishingagoodrelationship with theclient.

Discussfinancid planning needsand expectationsof theclient
Discussthefinancia planning processwiththeclient.
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UNIT S.

PROFESSIONAL SELLING IN FINANCIAL
SERVICE SECTOR

Introduction

In today’s world of fierce competition, the salesman must be equipped with cutting
edge competency to win the market over his counterparts. He would have to
equipped himsaf with right skillsto satisfy the customer to themaximum level for
maintaining along term mutually beneficial relationship. Intheprocesshe must
chart out Srategiestotacklethesituationin aprofessonad way towin the confidence
of thecustomers. thischapter deal swith techniquesthat would groom asalesman
to do salesrelated activity in aprofessional way.

LEARNING OUTCOMES

Thelearner:

Attains competency required to become a professional salesman.
Practices skillsrequired for personal grooming.
Recognisestheimportance of time management in professional selling

Recognises the importance of stress management in professional
sling

Under standsthe concept and i mportance of Rel ationship management
Identifies the activities for lead generation.

| dentifies the importance of follow up in lead generation

Under stands the importance of teamwork in selling

Critically analyzesvarioussituationsin selling

Under stands how to negotiate.

Recogni zes the importance of communication in product presentation

Under stands professional etiquettesthrough practicing email etiquettes,
Netiquettes, business meeting etiquettes,

Under stands the importance of customer service during and after the
sale.

Understandsthe ethicsin selling.
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Professional selling

Customer sophistication, fierce competition, commoditization , price obsession,
complex salescycles, globalization, changesin buying behaviorsarethevarious
chdlenges. Evenintheface of thesechalenges, new salesopportunitiesare pursued
andwon. To capitaize onthesepossibilities, asd esperson must have superior selling
skills—skills that build customer trust and differentiate you from your competitors.

Professional Selling is “The holistic business system required to effectively develop,
manage, enable, and executeamutually beneficid, interpersond exchange of goods
and/or services for equitable value.”

It can be also defined as “The interpersonal communication process inwhich a seller
uncoversand satisfiesthe needs and wants of aprospect to the mutual, long-term
benefit of both parties.”

A salespeople has to

e Gantheskillscriticd to developing solid businessre ationshipswhileimprov-
ing sales performance.

¢ Increasetheir long-term effectiveness by becoming knowledgeable business
consultants.

e Acqguirecriticd skillsefficiently throughlearner focused activities.

e  Ganardiablemethodfor continualy evauating andimproving skill develop-
ment.

Professional selling techniques

A sler needsto understand and train on certain techniquesinorder tobeaprofessond
sdler. Someof the professional sdlling techniquesarelisted below:

1. Outcome Setting

The best salespeople probably make fewer sales calls - but better ones. They
understand that the best persuas on techniquesin theworld work much better with

some planning behind them. They focusalot of effort on preparing for acall.

They determinethelogical next step for each meeting. Then, working backwards,

they think about what they need to do to makethisoutcomeareality. They look at

every idea they come up with from their customer’s perspective.

2. SressControl

If you are in agood state of mind, your language will flow easier, you’ll gain rapport
instantaneously, you will sound more convincing and you’ll get the information you

&
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want faster. The skill is being able to control the stressand walk into the sales
meetingfocusingontheclient.

3. Rapport

Theprofessiona selling skill of Rapport isoneof themost important selling skills.
Rapport isthe process of establishing and maintaining arel ationship of mutud trust
and understanding between two or more people. When peoplearein rapport there
ismutua responsiveness.

4. Time& Self Management

Most salespeople are out on the road. Often, without someone to keep them
organised. Top salespeopleplantheir timeand utilizetheir time efficiently and
effectively and will maketheclientsfed that they vauetheir timea so.

5.Listening

Listening Skillsareessentid if onewant to beagood salesperson. Listening shows
respect for the client. It also allows to hear what’s really important to them and to
spot needs when they arise. It also allows to learn more about the customer
themsdves.

6. Questioning

The questionsto ask the prospect shouldbeaimed a findingtheir pain (i.e. their
problem) and how bigaproblemitis. Questionsshouldfocuson theeffectsof the
problem, whichinturnfocusesthe prospect onal the benefits they wouldgainin
solving the problem. Questions should be to understand the prospects.

7.Language

Successful salespeoplearevery good at the use of language. They arevery good at
reframing an objectionto gppear likeabenefit. They canuselanguageto minimizea
shortcoming of their product and makethe benefits of their offering seem more
important inthe eyes of their prospect. They uselanguageto control the focus of
their prospectsattention.

8. Handling Objections

Uncovering and handling objectionsisoneof themaost important professiond selling
skillsasalesperson can have.

9. Closing Skills

Therearehundredsof closing methods. Theones| list below are used often. The
Judger / Percaiver Closecan beextremely effectiveif used correctly and ontheright

person.
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10. Practice.

Themost professional salespeople practiceall the skillsmentioned above. They
practiceuntil they are mastersat them to acquire competence.

Assessment Activities

1. Expalin the common professional selling techniques
applicablefor the sale of financial products.

Personality Development

Persondity isthesumtotal of theimpression made on peoplewith whom onecomes
incontact. Itistheability of apersontoimpressothersfavourably. It can bereferred
toasthesumtota of inner self and outer salf. Components of agood personality are
personal appearance, charm, attitude and character. Hence with proper grooming,
charm in communication, manners and body |language, positive attitude towards
everything and good impressive character.

Personality Development quintessentially means enhancing and grooming one’s outer
and inner salf to bring about apositive changeto your life. Eachindividual hasa
distinct personathat can be devel oped, polished and refined. Thisprocessincludes
boosting one’s confidence, improving communication and language speaking abilities,
widening ones scope of knowledge, devel oping certain hobbiesor skills, learning
fine etiquettes and manners, adding style and grace to theway onelooks, talksand
walksand overdl imbibing onesdf with positivity, livelinessand peace. Hence proper
grooming, bringing charmin communication, mannersand body language, having
positive attitude towards everything and devel oping good character aretheways
through which onecan devel op the personality,.

The success of asal esman dependsto agreat extent on hisability toimpressupon

the customers. Thisisthe first and foremost requirement of a salesman. The
development of agood saespersondity, therefore, isan important prerequisitefor
thesuccessof thesalesmaninsdling. Insmpler terms, sales personality isthesum
total of all qualitieslikethe appearance, character, habit, etc. which make agood
and favourabl e impression on the prospects. Personality development ishence
important asit enables peopleto create agood impression about themselveson
othersby redizing our capabilities and strengths making them fed stronger, happier
and cheerful that hel psthem to build and devel op rel ationships, helpsinthe career
growth and aso hepstoimprovethesdling Kills.

&
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Time Management

Management isthe process of organizing and planning how much timeyou spend on
specificactivities. Itistheact or processof planning and exercising conscious control
over theamount of timespent on pecific activities, especidly toincreaseeffectiveness,
efficiency or productivity.

Fallingto manageyour timeeffectively can have somevery undesirable consequences:
< Missed deadlines.
< Inefficient work flow.
< Poor work quality.
< A poor professiond reputation and astalled career.
< Higher dresslevels.

For sal espersons, timeisthe most val uable asset. The scarcest resourcein salesis
time. Most salespeople do alot of different things during the course of anormal
workday. But usually only two or three of those activities directly contributeto
making sales. As it’s important in ensuring that they are spending their time on those
activities that lead to the highest return-on-time, directs to the need of time
management by the sl espersons

Thebenefitsof timemanagementsare
< Greater productivity and efficiency.
+ A better professiona reputation.
«» Lessstress.
+ Increased opportunitiesfor advancement.
« Greater opportunitiesto achieveimportant lifeand career goals.

A sdesperson need to haveall these advantages and they can achievethese benefits
if

R
%

they usether diariesextensvely

R?
4

they focusonthepriorities

R?
4

they aredisciplined

R?
4

they remember to bring their salesaidswith them

R?
4

they carry changefor the parking meter or motorway
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R
L X4

they awayshavebusinesscardswith them

R
L X4

they always carry apen and notebook

R
L X4

they areontime
< they areorganized.

Stress Management

Sressmanagement refersto thewide spectrum of techniques and psychotherapies
aimed at controlling a person’s levels of stress, especialy chronic stress, usualy

for the purpose of improving everyday functioning. M orethan any other position,

sales can beextremely stressful. Talking to clients or potential customerson the

phone, meeting monthly or weekly goasand managing the pipdinedl contributeto

alargeamount of stressthat can have anegativeimpact on both professiona and

persond life,

When suffering from stress, itsunabl eto utilize previousknowledgeor training
and instead resort to an automated response of shutting down or convincing that we
cant reach thegoal. In sales, losing confidence can be paralyzing. When stressed
out, we can’t establish a good rapport with the customers, can’t understand their
needs and hence can’t be successful in sales.

Some steps to manage the stressare
< Managingtime
“ Reducingwork load
< Delegatingtasks
% Taking breaksoften
< Devedopingprofessond sills
Relationship Management

Relationship management isastrategy employed by an organizationinwhich a
continuousleve of engagement ismai ntained between theorganization anditsclients.
Rel ati onshi p management can be between abusi ness and its customers (customer
relationship management) and between abusiness and other businesses (business
rel ati onship management). Rel ati onshi p management can be donethrough methods
such as efficient communi cation, implementing measuresto improve customer
services provided, managing disputesraised by customersand conflict resolution

between customer and company.
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Importance of Relationship management

In today’s digital world, where the customer has a lot of options to fulfill their
demandsi.e. when supply exceeds demand, the only way to maintain our customers
isthrough maintai ning relationship with them. Devel opment of thistypeof bonding
drivesthebusinessto new level s of success. Relationship management focuseson
creeting va uefor the customer and the company over thelong term. When customers
vauetheservicethey recaivefrom suppliers, they won't ook for dternative suppliers
for their needs. Thusre ationship management hel psto gain acompetitive advantage
over competitors.

Inthefinancia service sector, wherethe productsare highly regulated and are of
mostly the samenature, maintaining relationshipisthe only way to sdll our products.
The product dealt hereismoney, and the serviceis not tangible like many other
products. Insuch acircum stances, building trust and confidence of theinvestor
and maintainingitisvery vital for the smooth running of the business. Marketing
beginsand endswith customer whereasin financial servicemarketing, it beginsand
endswith customerstrust and relationship. Oncesucharelaionshipis built, it will
form astrong foundation for the businesson which, the same customer will bedoing
moreinvesments.

Relationship management helps to
% Reducecosts
% Increasecustomer satisfaction
% Maximizetheopportunitiesthrough referrds, servicesetc.
< Longterm profitability and sustainability
Preparation

A strong knowledge on the product, competitors productsand the fundamenta sof
the companiesdedling isvery important thing. Before makingan investment, an
investor will ask many questionson theproduct, itsreturn possibilities, and therisk
associated withit. You must bewilling to giveanswersto al the questions. Hence
you must be very prepared on the products and the company. Also you must be
ableto proveyour product iscomparatively better and more suitableto theinvestors.
You can use graphsand information from business magazine and internet for the

purpose. Using any meansyou must prepare well before meeting the customer.
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Activities for lead generation

Like other products, the chances of customer comesto you to shopinvestmentis
less. Inthecircum stancesyouwill haveto doalot of activitiesto do the prospecting.
Building ardliable and workable databaseisthe key to the success of any financial

sarvicebusiness. Itisyour investment to the businessunlikebuildingsor officefor
other business. Your aimisto makeagood prospective clientsdataso that you can
work over it. Inthe processyou must ensurethat, the dataisusable, and theclients
have enough investment capacity. Otherwise, alot of timeand energy will bewasted
on less prospective data base. A good and reliable data base can be created by
doing alot of activities and activities must be designed to reach the potential

prospectiveclients. Theeffort spent for activitieswill come back asreturnfrom
businessand investment of thecustomers. Still to minimizetheeffort, theactivities
must be sharp pointed towardsthe prospect. Then only it will create desired impact.

You candogroup activitiesor individua activities. Therearemany gatheringswhere
thefinancialy sound peopleattend. You can give demonstrations, or exhibitionsat
such counters, provide brochures or |eaflets or do some other activitiesto gather
attention or to collect the contact number of the customers. Also you can do many
contestsfor the participantsor lucky draws. On designing such schemes, it must be
ensured that, the sole purpose of your activity isto get the contact detailsof right
prospects.

Follow up

Follow up onthelead generationisamost important activity. It must bedoneat the
earliest. Thesooner you doit after the activity, the chancesfor conversionismore.
With every late on time, the chances of conversionwill belessen. The persons
must be contacted on the contact number and informed about your business.
Politenessand courtesy isvery important thing to bekept in mind on makingthecall.

Oncalling, youmust ask for an opportunity to meet the prospect. Ask himfor an
appointment.
Team Work

Traditional sales involves the “lone wolf” strategy, in which one salesperson works
independently. However, businessesareincreasingly redizing thevaueof team sales
that involve collaboration between team members. Teamwork insaesleadsto

. Making the sale
When team members make asa es pitch together, they give each other confidence.
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They’re working with a colleague they’re already familiar with, rather than just talking
with astranger aone. Plus, they may not fedl that the sale depends solely on them,
helping them to relax more. They’re also more likely to address all the important
aspects of the product or service and the sales contract, because if one person
forgetsto mention something, the other probably will.

. Educating sales staff

Working inteamsa so hel ps sd es staff andyzeits selling strategy. Team members
observe what works or doesn’t work in a sales pitch when they watch their colleagues
talk with customers. Furthermore, having | ess experienced team memberswork
with more experienced employeeshelpsthemtolearn.

. Building Relationships

Saleswork need not involve only sales staff. Bringing non-sales staff whom the
customer would beworking withlater can build confidencein the company, dlowing
these staff membersto sharetheir expertise. Throughthistheclient will feel more
comfortable which will help the sales person to be relax and thus make the
conversation moreinteresting and thusturn thisinto agood rel ationship.

Critical Thinking

Critical thinking istheabilityto think clearly and rationally about what to do or
what tobelieve. Itindudestheahility to engageinreflectiveand independent  thinking.
Someonewith criticd thinking skillsisabletodothefollowing: understand thelogica
connections between ideas. Critical thinking isan important skill for salesteams.
Thetrueneedisfor sdesteamsto go beyond understanding critical thinking concepts.
Even more important is the ability to: « Make the connection between the concepts
* Apply critical thinking concepts in a concrete way « Make critical thinking a standard
approach to thedaily work of the salesteam To accomplish this, salesteams must
understand the critical thinking path and be ableto apply it to business situations
they encounter intheir everyday work. Theresultsof deve oping strong critical thinking
skillsinthesa esforcearewell worth theinvestment.

Negotiation Tactics

Negotiation tactics arethe detailed methods employed by negotiatorsto gain an
advantage over other parties. Evenif asal esperson has properly qualified aprospect
and correctly managed their expectationsthrough the sales process, the deal can
dill endinanegotiation. Therep then needsto shift gearsfrom consultant to negotiator
in order to engineer an agreement that’s a win-win for both their own and their
prospect’s companies.
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1. Sell first. Negotiate second.

Too many salespeopl e are willing to negotiate at the drop of ahat. Don’t get into
that habit. Ruleisto sdll first and allow the customer to reject your unique selling
proposition twice beforeeven thinking about negotiating.

2. Don’t negotiate on price.

Negotiate on servicesyou can provide at alow cost but the customer will perceive
as being high in value. Once you give the customer a lower price, they’ll expect it
eachtime.

3. Neve interrupt acustomer and, by all means, always allow the cus-
tomer to speak first.

4. Timeisthegreatest negotiatingtool you have.

The more you can know about the customer’s timeline, the better. Conversely, the
lessthe customer knows about yours, the better off youwill be.

5. Don’tstart any negotiation until you know exactly what it is the cus-
tomer wants.

You must find out what their expectationsareand what their objectionsare. Thisis
what thesdlling processisdl about. The customer will befar moretruthful with you
during the sales process phase than they will be during the negotiation phase.

Presentation Skill

Presenting information clearly and effectively isakey skill to get the message or
opinion acrossand, today, presentation skillsarerequiredinamost every field.

When you havethetool sto fed confident, audiencesfed morecomfortable, andthe
atmosphere becomes more conduciveto persuasion. Henceinthefield of sales,
presentation hasagreat part to do.

critical thinking—negotiation tactics—presentation skills—group discussion—
professional etiquettes-e mail etiquettes Nelliquattes business meeting etiquettes—
dining etiquettes- Servicing the customer-Maintaining rel ationship-Ethicsin sdling

6 dementstodevelop aneffectivepresentation skill are

1. BePrepared - Being preparedisby far the most important element. Asa
general rule, you should spend about 30 hours of preparation and rehearsal
timefor every hour you will be speaking.

2. Giveof Yoursdf - Usepersonal examplesand storiesinyour speech when-

ever possible.
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3. Stay Relaxed - Tostay relaxed you should be prepared. Also, focuson your
message and not the audience.

4. UseNatural Humor - Usenatura humor by poking fun at yoursdf and some-
thingyousaid or did.

5. Plan Your Body & Hand Positions - During the practice of your speech
look for occasionswhere you can use agesture When you do move maintain
eye contact with the audience.

6. Pay attention toall details - Itisvery important that you pay attention to
eventhesmallest details.

Assessment Activities

1. Expdinthecustomer rdationshiptechniquesadoptedinabank
Situated near to your locality

2. Arrangeanexhibition ontime management with posterson
the benefitsof timemanagement

Professional etiquettes

Professional etiquette isanunwritten code of conduct regarding theinteractions
among the membersin abusiness setting. When proper professional etiquette is
used, al involved areableto feed morecomfortable, and thingstend to flow more
smooathly.
Following etiquettes playsavery important rolein practicing Profess ond etiquettes
intoday’s highly competing environment
E mail etiquettes:- Email etiquette refersto the principles of behaviour that one
should usewhenwriting or answeringemall messages. Becauseemall islesspersond
than aphoneor in-person conversation but quicker to sendthan aletter, itispossible
for seriousbreaches of mannerstotakeplace. Therulesbe ow comprisean overview
of themost common principlesof email behavior. Thefollowing rulesshould bekept
inmindinthisregards

» Includeaclear, direct subject line.
Useaprofessiona email address.
Think twice before hitting ‘reply all.”
Useprofessiond sdutations.

vV V V V

Useexclamation pointssparingly.
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Becautiouswith humor.

Know that peoplefrom different cultures speak and write differently.
Reply to your emails — even if the email wasn’t intended for you.
Proofread every message.

Addtheemail addresslast.

Double-check that you’ve selected the correct recipient.

Keep your fontsclassic.

vV V V V V V V VY

K eep tabs on your tone.

» Nothing is confidential — so write accordingly.

Internet etiquetteisaset of social conventionsthat facilitateinteraction over
networks, rangingfrom Usenet andmailinglists to blogs and forums. Thefollowing
rules should be observed in thisconnection .

Rule1: Remember theHuman

Rule 2: Adhereto the same standards of behavior onlinethat you
followinred life

Rule 3: Know whereyou arein cyberspace

Rule 4: Respect other people’s time and bandwidth

Rule5: Makeyourself ook good online

Rule6: Share expert knowledge

Rule 7: Help keep flame warsunder control

Rule 8: Respect other people’s privacy

Rule 9: Don’t abuse your power

Rule 10: Be forgiving of other people’s mistakes

Business Meeting etiquette

In connection with businessmeetings, thefollowing points should bekept inmind by
thesalesman

v" Arrival—Arrive to the location of the business meeting at least 15 minutes
early. Thisalows tofind aseat and get situated beforethe meeting starts.
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v Agenda—The chairperson of the meeting should circulate a meeting agenda

to each participant at |east oneweek in advance. Participantsshould call
the chairperson to expressany concerns about the agendaat | east 48 hours
prior to themeeting. The chairperson and concerned participant will then
havetimeto determineif changes need to be made. The agendashould
also mention the meeting’s start and ending times as well.

Be Prepared—Each participant should come to the meeting with all of the
materialsand datashewill need and an understanding of the meeting topic.

Breaks—Meetings should have a break every two hours. Breaks should
be 20 minuteslong, and meal breaks should be 30 minuteslong.

Attire—The chairperson should indicate what kind of attire is required for
themeseting, either businesscasud or businessformd, and participantsshould
follow that rule. A representativelisting of the attire would be hel pful as
participantsmay havediffering viewson what businesscasua and business
formal is. For example, when listing the meeting asbusinessformal, you
canindicatethat abutton-down shirt and khaki pantsare sufficient.

Speaking—Keep the meeting organized by only speaking when you have
thefloor. Ask questions during the designated question period, and raise
your hand to be recognized by the chairperson ashaving thefloor. Do not
interrupt someonewhilethey are speaking or asking aquestion.

Listen—You may find that many of the questions you have about a topic
areanswered by the content of the meeting. Listen attentively to the meset-
ing and take notes.

Nervous Habits—Avoid nervous habits such as tapping a pen on the table,
making audi blenoiseswith your mouth, rustling papersor tapping your feet
onthefloor.

Cell Phones and Laptops—Turn off your cell phone prior to the start of the
meeting. If you are expecting an urgent cal, then set your phoneto vibrate
and excuseyoursalf from themeetingif thecall comesin. Unlesslaptop
computers have been approved for the meeting, turn yours off and lower
the screen so that you do not obstruct anyone’s view.

Guests—Do not bring unannounced guests to a meeting. If you have some-
oneyou would liketo bring to ameeting, then contact the chairperson for
permission to bring your guest. If permission isnot granted, then do not
bringhim.
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Ethics in Selling

Ethicsarethemord principlesand valuesthat govern the actionsand decisionsof an
individud or group
The purpose of selling to make business. But in the process, the seller the must
follow someethica vauesto maintainthereationshipwiththe customer and dsoto
continuethebusinessinthelong run. Thefollowing rulesshal bekeptinmindin
doing thebusiness.

1. Responshility toconsumers- Thecustomersarethebiggest asset. A trust must
be built between the client and the sal esperson, which shal | be thefoundation
for futurebusiness. You must be alwayshonest about your service, the prod-
uctsand the company.

2. Responsbility to our concerns-All salespersonsmust beresponsibleto them-
selves, for doing what they believeisgood or bad, right or wrong, and isbased
ontheir own concernsor moral standards. By acting ethically, sales people
increasethelr sdlf esteem, self image, and saf confidenceand dothe salesfor
their company aswell asthe customer.

3. Youmust not sell aproduct if you are not confident about it.

You must not givefalse commitmentsto make saes, and if you havegivenit,
you haverespons bility to abideit.

You must hot suppressfactsto make sales.

You must anayzethefinancia position of the customer beforesuggesting the
product to him.

7. Youmustnot misuse the customers’ money.
8. Youmust abideby company rules.

9. Youmust not misead the customerswith false projections.

A professiona sdler will dwaysvauerdationship over saes, organizationd vaues
over personal gains, and socia responsibility over financia gains. A sdesmanin
financia sector, dealing with intangible products, will succeed, only through
maintaining ethical values, by creating alarge customer basein thelongrun. By
valuing the needs of the customer, working in tune with the company’s objectives
and keeping ethicsand morality indealings, asalesperson canbuild asustainable
businessover thelong run.
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Customer Service

Customer service istheprovisionofservice tocustomers before, during and after
apurchase. Whether the financia institutionisworldwideor locd, thereare severd
customer service strategies that can be employed to earn the good favour of
customers.

1) Little *Things” Matter
Financeisanindustry whererel ationships are everything and in most caseswill be
the reason why aclient chooses one advisor or bank over another. Focuson the

small details that the client provides—his or her preferences and favorite things—
and commit arandom act of kindnessto follow-up withthose details.

2) Emphasize Security

Withdl therecent hacking of sengitiveinformation, customersneed to bereassured
of their privacy and security.

3)  Connect with Community

Oneof the perceptionsof financid ingtitutionsisthat they chargetoo many feesand
are greedy. To combat thisviewpoint, organi zations should consider becoming
involved withtheir communities

4) MakeTechnology aHe pful Tool

Technology isoften needed for efficienciesand convenient access. Many of the
customers don’t have time to actually get to know anyone at the bank or in the loan
department, and sometimesafinancia ingtitutionistoo largeto give single point-of -
contact service. Thismeansyour customersareeither visiting your websiteto obtain
information, or they are at the mercy of the dreaded 1-800 service center. However,
if these resourcesare managed correctly, they can be useful assetsand add to the
customer experience.

Assessment Activities

1. Makeaposter incorporating E mail etiquettesand net etiquettes

2. Prepare a note on the customer service experienced by you.
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TE QUESTIONS

1

10.

You areacustomer relationship manager in aleading bank. List out thethings
you should care about your appearanceto make customer fedl confident about
you.

You are atel emarketing executive of abank. M akean appoint with customer.
Prepare asuitabl etel ephonic conversation.

Prepareasurvey questionnaireto find the satisfaction of customer withregards
to the service provided by the bank employees.

You areasalesmanager of aninsurance company. You aregivingtrainingto an
agent. Prepareanoteto convince him that only by managing time effectively,
he can be successful in business.

You arethe manager of anew generation bank. You are starting anew branch
inacity. Makealist of activitiesto make a prospective cusomers database.
Modern marketing isrelationship marketing. Do you agree? Justify your
points.

After sdlesservicing of acustomer ismoreimportant than presalesactivities.
Elucidate the statement with examplesinfinancia servicesector.

You are the manager of abank. A customer comes to your cabin angrily,
gatingthat, Rs. 1000islost from hisaccount. Explainthemethodsof handling
the customers.

Make a note on the benefits of team work in acustomer management of a
finandd indtitution.

Prepareanoteto be presented beforeacustomer about the benefitsof internet
banking offered by your bank.

Extendend Activities

r

1.

2. \Misit a new generation Bank to know its operation.
3. A Case study based on Indian financial market.
4. Mini Project to understand the consumer behaviour of one fi-

Visit an online share trading firm to understand the trading
operations

nancial product.
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List of Practical Activities

Chart showing different e ementsof financid system
Chart showingdifferent productsinfinancid markets
Diagram showing movement of NIFTY and SENSEX
Album showing different insurance products

Group exercise on prospectinginabank

Group exercise on prospecting in aninsurance company
Roleplay on handling customer complaints

Sales presentation of bank productsusing PPT
Interview withamanager of aleading bank
Cadlculation of commission of aninsurance agent
Interview with KSFE manager on chitty marketing
Interview with amahilapradhan agent

Stock market gameon delivery holding

Stock market game on day trading operation
Interview with sharetrading firm manager

Stock market prediction game

Chart onforeign currency rates

Chart ongold ETFinvestments

Chart on different type of mutual funds

Chart onmutua fundinvestment

. Fnancid Advisory web sitesintroduction
. Chart ondifferent NBFC products

Survey onfinancia godsof different customers
Casestudy onfinancid planning

Roleplay onfinancid planning

Portfolio designingfor retaill investor

. Fnancid Planning cdculation

Prospecting activity
Interview on prospecting
Group Discussononunethica activitiesinsdling

. Chart on steps CRM
. Mock Interview
. Roleplay on handshake, stressmanagement and time management

®
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APPENDIX
GLOSSARY

AV'S - Access Verification Code
CNP - Card Not Present
PCI - Payment Card Industry
PCIDSS- Payment Card Industry Data Security Standard
FMCG - Fast Moving Consumer Goods
BSE - Bombay Stock Exchange
NSE - National Stock Exchange
SEBI - Securities Exchange Board of India
RBI - ReserveBank of India
PPF - Public Provident Fund
FCB - Fully Convertible Bond
MNC - Multi National Company
BOLT - Bombay Stock Exchange Online Trading
DSA - Direct SalesAssociate
EMI - Equated Monthly Installment
CASA - Current A ccount SavingsAccount
ULIP- Unit Linked Insurance Plan
RTA - Road Transport Authority
CAGR - Compounded Annua Growth Rate
NAV - Net Asset Value
AGR -Annua Growth Rate
SIP- Systematic Investment Plan
PM S- Portfolio Management Service
ETF - Exchange Traded Fund
NBFC - Non Banking Financial Company.
SAS - Standardized Agency System
FEMA - Foreign Exchange M anagement Act
KSFE - KeradaState Financia Enterprises
IPO- Initia Public Offering
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UTI - Unit Trust of India

PSU - Public Sector Undertaking

IFA - Indian FinanceAuthority

CRM - Customer Relationship Management
POS - Point of Sales

EDC - Electronic Data Capture

EAN - ElectronicArticle Number

UPC - Universal Product Code

GTIN - Global Tradeltem Number

QR - Quick Response

AIDA - Attention Interest DesireAction
FAB - Features, Advantages, Benefits
OHS - Occupational Health and Sefety.
PPE - Personal Protection Equipment
WHMIS - WorkplaceHazardous Materia Information System
OJT - Onthe Job Training.

WWW - World Wide Web

B2C - Businessto Customer

CVV - Card Veification Vaue

CID - Customer Identification




