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CHAPTER 7 

STOCK EXCHANGE 

PRESENTED BY

KIRUTHIGA.S

M.COM.,B.ED.
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Introduction

Stock exchanges and organized market provide a place for the 

investors to buy and sell securities freely. The market offers 

perfectly competitive conditions where a large number of 

sellers and buyers participate. Further, stock exchanges provide 

an auction market in which members of the exchange 

participate to ensure continuity of price and liquidity to 

investors.
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7.01 Stock Exchange - Origin

Origin

Amsterdam Stock Exchange is considered as the oldest stock 

exchange in the world. It was established in the year 1602 by 

Dutch East India company called VerenigdeOost-

IndischeCompagnie called ‘VOC’. It was later rechristended as 

“Amsterdam Bourse”. The first stock exchange in India 

was“The Native Shares and Stock Brokers Association”. It 

was recognized by Government of India on Aug 31, 1957 

under Securities Contract (Regulation) Act, 1956. It became 

The Bombay Stock Exchange subsequently.
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Meaning

❖Stock Exchange is an organized market for the purchase and 
sale of industrial and financial security. It is a convenient place 
where trading in securities is conducted in a systematic manner 
i.e. as per certain rules and regulations. It performs various 
functions and offers useful services to investors and borrowing 
companies. Stock exchange is an organized market for buying 
and selling corporate and other securities.

❖London stock exchange (LSE) is the most popular stock 
exchange in the world. While Bombay stock exchange (BSE) 
is the oldest stock exchange in India. Similar Stock exchanges 
exist and operate in other parts of the world. (Tokyo Stock 
Exchange, Bankgaco Stock Exchange, Singapore Stock Exchange, 
Dubai Stock Exchange, Newyork Stock Exchange)
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Definition
According to Hastings, "Stock exchange or 
securities market comprises all the places where 
buyers and sellers of stocks and bonds or their 
representatives undertake transactions involving the 
sale of securities.”

According to Husband and Dockerary, "Stock 
exchanges are privately organized markets which are 
used to facilitate trading in securities."

The Indian Securities Contracts (Regulation) 
Act of 1956, defines Stock Exchange as,"An
association, organization or body of individuals, 
whether incorporated or not, established for the 
purpose of assisting, regulating and controlling 
business in buying, selling and dealing in securities."
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7.02 Functions of Stock 

Exchange:

1. Ready and Continuous Market

Stock Exchange is, in fact, a market for existing securities. 

If an investor wants to sell his securities, he can easily 

and quickly dispose them off on a stock exchange.

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

https://www.padasalai.net
https://www.padasalai.net/


2. Correct Evaluation of 

Securities

The prices at which securities are bought and sold 

are recorded and made public. These prices are called 

“market quotations”. One can easily evaluate the 

worth of one’s securities on the basis of these 

quotations. The lender can easily assess the worth of 

security offered for loan.
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3. Protection to Investors

All dealings in a stock exchange are in accordance 

with well-defined rules and regulations. For example, 

brokers cannot charge higher rate of commission for 

their services. Any malpractice will be severely 

punished. Thus stock exchange provides reasonable 

measure of safety and fair dealing in buying and selling 

of securities.
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4. Proper channelization of 

Capital

People like to invest in the shares of such companies 

which yield good profits. The savings of individuals are 

directed towards promising companies which declare 

good dividends over a period of time. But for the 

stock exchanges, these savings are likely to be wasted 

on the shares of unprofitable units.
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5. Aid to Capital Formation
The publicity which the stock exchange gives to 

various industrial securities and their prices and the 

facilities provided by it for their purchase and sale 

induce people to save and invest. Stock exchanges 

thus ensure a steady flow of capital into industry and 

assists industrial development.
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6. Facilities for Speculation

Speculation is an integral part of stock exchange 

operations. As a result of speculation, demand for and 

supply of securities are equalized. Similarly, price 

movements are rendered smoothly. 
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7. Seasoning of Securities

Speculators and underwriters hold for a temporary 

period, securities issued by new companies. They 

unlock them when the market is prepared to absorb 

the new issues.
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8. Clearing House of Business 

Information

Listed companies are required to furnish all 

important information relating to capital 

management, dividend distribution etc, and forward 

copies of financial statements, annual reports etc, to 

the stock exchange. 
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7.03 Features of Stock 

Exchange:

1. Market for Securities 

Stock exchange is a market, where securities of 

corporate bodies, government and semi-government 

bodies are bought and sold. 
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2. Deals in Second Hand 

Securities 
It deals with shares, debentures bonds and such 

securities already issued by the companies. In short, it 

deals with existing or second hand securities and 

hence it is called secondary market.
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3. Regulates Trade in 

Securities

Stock exchange does not buy or sell any securities on 

its own account. It merely provides the necessary 

infrastructure and facilities for trade in securities to 

its members and brokers who trade in securities. It 

regulates the trade activities so as to ensure free and 

fair trade.
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4. Allows Dealings only in 

Listed Securities

In fact, stock exchanges maintain an official list of 

securities that could be purchased and sold on its 

floor. Securities which do not figure in the official list 

of stock exchange are called unlisted securities. Such 

unlisted securities cannot be traded in the stock 

exchange.
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5. Transactions Effected only 

through Members 

All the transactions in securities at the stock 

exchange are effected only through its authorised 

brokers and members. Outsiders or direct investors 

are not allowed to enter in the trading circles of the 

stock exchange. Investors have to buy or sell the 

securities at the stock exchange through the 

authorised brokers only.
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6. Association of Persons 

A stock exchange is an association of persons or 

body of individuals which may be registered or 

unregistered.
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7. Recognition from Central 

Government 

Stock exchange is an organised market. It requires 

recognition from the Central Government.
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8. Working as per Rules 

Buying and selling transactions in securities at the 

stock exchange are governed by the rules and 

regulations of stock exchange as well as SEBI 

Guidelines. No deviation from the rules and 

guidelines is allowed in any case.
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9. Specific Location 
Stock exchange is a particular market place where 

authorised brokers come together daily (i.e. on 

working days) on the floor of market called trading 

circles and conduct trading activities. The prices of 

different securities traded are shown on electronic 

boards. After the working hours market is closed.
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10. Financial Barometers 

Stock exchanges are the financial barometers and 

development indicators of national economy of the 

country. Industrial growth and stability is reflected in 

the index of stock exchange.
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7.04 Benefits and Limitations 

of Stock Exchange

A. Benefits to the Community

i. Economic Development

It accelerates the economic development by ensuring 

steady flow of savings into productive purposes.
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ii. Fund Raising Platform

It enables the well-managed, profit-making companies 

to raise limitless funds by fresh issue of shares from 

time to time.
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iii. Tools to Divert Resources

Scarce resources are thus diverted to efficiently run 

enterprises for better utilization.
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iv. Capital Formation

It encourages capital formation.

v. Fund Raiser for Government

It enables Government to raise funds for undertaking 

projects through sale of securities on the stock 

exchange. Thus stock exchange serves as a platform 

for raising public debt.
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B. Benefits to the Company

i. Enhances Goodwill or Reputation

Companies whose shares are quoted on a stock 

exchange enjoy greater goodwill and credit standing.

ii. Wide Market

There is a wide and ready market for such securities.

iii. Raises huge funds

Stock Exchange can raise huge funds easily by issue of 

shares and debentures.

iv. Increases bargaining strength

Companies whose shares rise in the stock exchange 

command higher bargaining power in the event of 

further expansion, merger or amalgamation.
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C. Benefits to Investors

i. Liquidity

Stock exchange helps an investors to convert his shares into 
cash quickly and thus increases the liquidity of his investments.

ii. Adding collateral value of security

The fact that a security is dealt on a stock exchange makes it a 
good collateral security for obtaining loan from banks.

iii. Investor protection

The stock exchange safeguards, investor’s interest and ensures 
fair dealing by strictly enforcing its rules and regulations.

iv. Assessing real worth of security

An investor can easily assess the real worth of securities in his 
hands, as market quotations are published daily in the 
newspapers and in websites.

v. Mechanism to trade security

Stock Exchange provides a mechanism by which purchase and 
sale of listed securities take place in a matter of few minutes.
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Limitations of Stock Exchange:

The limitations of stock exchange are as follows

i. Lack of uniformity and control of stock exchanges.

ii. Absence of restriction on the membership of stock 
exchanges.

iii. Failure to control unhealthy speculation.

iv. Allowing more than one charge in the place.

v. Non-insistence of margin requirement in stock 
exchange or in the case of produce exchanges.

vi. No proper regulation of listing of securities on the 
stock exchange.

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

https://www.padasalai.net
https://www.padasalai.net/


7.05 Stock Exchanges In India:  

➢There are 24 stock exchanges in the country, with 21 of 
them being regional in nature. Three others that have 
been set up in the reforms era, viz., National Stock 
Exchange (NSE), the Over the Counter Exchange of India 
Limited (OTCEI), and Interconnected Stock Exchange of 
India Limited (ISE) have mandate to nationwide trading 
network. The ISE has been promoted by 15 regional stock 
exchanges in the country and is based at Mumbai.

➢. The NSE, OTCEI, ISE, and majority of the regional stock 
exchanges have adopted the Screen Based Trading System 
(SBTS) to provide automated and modern facilities for 
trading in a transparent, fair and open manner with access 
to investors across the country.
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Top 10 Stock Exchanges in the 

World.

i. The New York Stock Exchange - Located in New York City; $19.223 trillion in 
listed market capitalization.

ii. NASDAQ - Short for the "National Association of Securities Dealers Automated 
Quotation", this electronic stock exchange is located in New York City; $6.831 trillion 
in listed market capitalization.

iii. London Stock Exchange - Located in London, England; $6.187 trillion in listed 
market capitalization.

iv. Tokyo Stock Exchange - Formally known as the Japan Exchange Group, located in 
Tokyo, Japan; $4.485 trillion in listed market capitalization.

v. Shanghai Stock Exchange - Located in Shanghai, China; $3.986 trillion in listed 
market capitalization.

vi. Euronext - Located throughout Europe (France, Portugal, The Netherlands, and 
Belgium); $3.321 trillion in listed market capitalization.

vii. Hong Kong Stock Exchange - Located in Hong Kong, Hong Kong; $3.325 
trillion in listed market capitalization.

viii. Shenzhen Stock Exchange - Located in Shenzhen, China; $2.285 trillion in 
listed market capitalization.

ix. TMX Group - The Canadian stock exchange is located in Toronto, Canada; $1.939 
trillion in market capitalization.

x. Bombay Stock Exchange - Located in Mumbai, India; $1.682 trillion in market 
capitalization.
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7.06 Types of Speculators

Speculators in a stock market are of different types. 

They carry their names depending on their motive of 

trading in the stock exchange. They are named after 

animals as their behavior could be compared best 

with the behavior of animals.
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BULL

A Bull or Tejiwala is an operator who expects a rise 

in prices of securities in the future. In anticipation of 

price rise he makes purchases of shares at present 

and other securities with the intention to sell at 

higher prices in future. He is called bull because just 

like a bull tends to throw his victim up in the air, the 

bull speculator stimulates the price to rise. He is an 

optimistic speculator.
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BEAR

A bear or Mandiwala speculator expects prices to fall 

in future and sells securities at present with a view to 

purchase them at lower prices in future. A bear does 

not have securities at present but sells them at higher 

prices in anticipation that he will supply them 

by purchasing at lower prices in future.
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STAG
A stag is a cautious speculator in the stock exchange. 

He applies for shares in new companies and expects 

to sell them at a premium, if he gets an allotment. He 

selects those companies whose shares are in more 

demand and are likely to carry a premium.
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LAME DUCK

When a bear finds it difficult to fulfill his commitment, 

he is said to be struggling like a lame duck. A bear 

speculator contracts to sell securities at a later date. 

On the appointed time he is not able to get the 

securities as the holders are not willing to part with 

them. Moreover, the buyer is not willing to carry over 

the transactions.
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7.08 Recent Development in 

Stock Exchange

National Stock Market System (NSMS)

National stock market system was advocated by the -

High Powered Group on the Establishment of New Stock 

Exchanges headed by Shri.M.J.Pherwani (popularly known 

as Pherwani Committee). At present the National Stock 

Market in India comprises the following:

1. National Stock Exchange of India Limited (NSE)

2. Stock Holding Corporation of India Limited (SHCIL)

3. National Clearing and Depository System (NCDS)

4. Securities Trading Corporation of India (STCI)

5. National Securities Depositary Limited (NSDL)
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1. National Stock Exchange 

(NSE)

 NSE was incorporated in November, 1992. It 
is a country wide, screen based, online and 
order driven trading system. It uses satellite 
link to spread trading throughout the 
country thereby connecting members 
scattered all over the India. 

 Through computer network, member‘s 
orders for buying and selling within 
prescribed price are matched by central 
computer with each other and instantly 
communicate to the trading member. NSE 
has two segments, i.e., Debt segment and 
Capital segment.
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2. Stock Holding Corporation 

of India Limited (SHCIL) The 

Stock Holding 

Corporation of India Ltd (SHCIL) is committed to 

speed up trading, clearance and settlement services 

for securities and monetary instruments. SHCIL came 

into being in 1986. SHCIL is the first depository 

participant registered with SEBI and acts as an agent 

of the National Securities Depository.
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3. National Clearance and 

Depository System (NCDS) 

This system was created chiefly to help overcome the 
problem of settlement and clearance of transactions 
consequent to enormous workload on the clearing 
agencies and share transfer agencies. The problems mainly 
arose out of systematic risk like counter party risk, credit 
risk, bad deliveries, long delayed delivery, counterfeit 
scrips, and forged scrips
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4. Securities Trading 

Corporation of India (STCI) 

➢The Reserve Bank of India set up Securities Trading 

Corporation of India Limited (STCI) in May 1994, 

under the provisions of the Indian Companies Act, 

1956, jointly with public sector banks and All-India 

financial institutions. 

➢It had an authorized and paid-up capital of Rs. 500 

crores of which, RBI contributed 50.18 percent. The 

RBI in December 1997 divested part of its equity in 

STCI in favor of the Bank of India, an existing 

shareholder of the Company. 
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5. National Securities 

Depository Limited (NSDL) 

 The Government of India enacted the 
Depositories Act in August 1996, paving the 
way for setting up o f depositories in India. 
Thus, pioneering the concept of depositories 
and ushering in an era of paperless 
settlement of securities. National Securities 
Depository Ltd (NSDL) was inaugurated as 
the first depository in India on November 8, 
1996. 
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* Securities and exchange Board of India  
(SEBI) was first established in the year 1988 as a  
non-statutory body for regulating the securities  
market. 
 
* It was made as an autonomous body  
by The Government of India on 12 May 1992  
and given statutory powers in 1992 with  
SEBI Act 1992 being passed by the Indian  
Parliament. 
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HEAD OFFICE AND BRANCH 

SEBI has its headquarters at the  
business district of BandraKurla Complex in  
Mumbai, and has Northern, Eastern, Southern  
and Western Regional Offices in New Delhi,  
Kolkata, Chennai and Ahmedabad respectively. 
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BANDRAKURLA COMPLEX 
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REGULATION OF SEBI 
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OBJECTIVES OF SEBI 

• REGULATION OF STOCK EXCHANGE 
• PROTECTION TO THE INVESTORS 
• CHECKING THE INSIDER TRADING 
• CONTROL OVER BROKERS 
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FUNCTIONS OF SEBI 
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POWERS OF SEBI 

• POWERS RELATING TO STOCK EXCHNAGE &INTERMEDIARIES 
• POWER TO IMPOSE MONETARY PENALITIES 
• POWER TO INITIATE ACTIONS IN FUNCTIONS ASSIGNED 
• POWER TO REGULATE INSIDER TRADING  
• POWERS UNDER SECURITIES CONTRACT ACT 
• POWERS TO REGULATE BUSINESS OF STOCK EXCHANGES 
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DEMATERIALIZATION (DEMAT) 

• Dematerialization is the process by which 
the physical share certificates of an 
investor are taken back by the company or 
register and destroyed. 
 

• Then an equivalent number of securities in 
the electronic form are credited to the 
investors account with his Depository 
Participant. 
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• Trading in dematerialization shares 
commenced on the NSE in December 1996 
where Reliance industries wat the first 
company to trade its 100 shares in Demat 
form. 
 

• Incase of the BSE, dematerialization of 
shares commenced in the year December 
1997. 
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BENEFITS OF DEMATERIALIZATION 
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• COMPLETELY SECURED 
• HIGH TRADING EFFICIENCY  
• ONLINE TRADING FACILITIES 
• AUTOMATIC UPDATE 
• COMMON BANK 
• LOW COST OF TRANSACTION 
• EASY HOLD UNDER SINGLE ACCOUNT 
• CUSTOMER SERVICES BY BANK 
• LOAN AGAINST SECURITIES 
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 DEPOSITORY PARTICIPANT 
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DEMAT ACCOUNT 

• A Demat account holds all the shares that are 
purchased in electronic or dematerialized form. 
 

• It holds certificates of financial instruments like 
shares,bonds,govt. securities ,mutual funds and 
exchange traded funds (ETF) 
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HUMAN 
RESOURCE 

MANAGEMENT

CHAPTER 9: 
FUNDAMENTALS
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ICF Silver Jubilee 
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Introduction The human resource is the 
most important element in any 
organisation. The success, 
growth and development of 
organisations depend on the 
quality of workforce they 
possess. It is only through the 
human resource all other 
resources are actively utilised 
leading to the efficient and 
effective running of an 
establishment. 
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MEANING of HR
Not all human beings are considered to be human resources but only those 
individuals who acquired the required skill sets, talents, knowledge, 
competencies and capabilities in the accomplishment of both individual and 
organisational objectives.

DEFINITION
According to Peter.F.Drucker “Man, of all resources available to him, can grow 
and develop”

In the words of Leon C Megginson, Human Resources refers to “the total 
knowledge, skills, creative abilities, talents and aptitudes of an organization's 
workforce, as well as the values, attitudes and beliefs of the individuals 
involved.
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CHARACTERISTICS of HR
● Human resource is the only factor of production that lives  
● Human resource created all other resources  
● It is only the labour of employees that is hired and not the employee 

himself  
● Human resource exhibits innovation and creativity  
● Human resource alone can think, act, analyse and interpret  
● Human resources are emotional beings  
● Human resources can be motivated either financially or non financially  
● The behaviour of human resources are unpredictable  
● Over years human resources gains value and appreciates 
● Human resources are movable  
● Human resource can work as a team
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MEANING & 
DEFINITION of HRM

Human Resource Management is a 
function of management concerned 
with hiring, motivating and maintaining 
people in an organisation. It focuses on 
people in an organisation.

According to Dale Yoder Human 
Resource Management as “the effective 
process of planning and directing the 
application, development and utilisation 
of human resources in employment”.
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FEATURES of HRM
● Universally relevant : Human Resource Management has universal relevance. The 

approach and style varies depending the nature of organisation structure and is 
applicable at all levels. 

● Goal oriented : The accomplishment of organisational goals is made possible 
through best utilisation of human resource in an organisation. 

● A systematic approach : Human resource management lays emphasis on a 
systematic approach in managing the tasks performed by human resource of an 
organisation. The two sets of functions performed are managerial and operative 
functions. 

● It is all pervasive : Wherever there is existence of human resource the effective 
management of the available human resource is very important especially in 
functional areas.

● It is a continuous process : As long as there is human resource in the running of an 
organisation, the activities relating to managing human resource exists.
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FEATURES of HRM
● It is a dynamic activity : Human resource management is not the same as that of 

other factors of production, as they have feelings and emotions which are to be 
handled with care and diligence to maximise its utilisation. 

● It is an integrative tool : The main idea behind managing the human resource is to 
motivate, participate and coordinate the available workforce. 

● Focuses on development : Human resource management focuses on the 
development of manpower through training and development programmes. Honing 
of skills through training increases the effective use of the resource procured.

●  Human resource management is both science as well as art : As it relies on 
experiments and observations as well as effective handling of manpower it is both 
science and art. 

● It is interdisciplinary : Human resource management makes use of concepts of 
different disciplines like sociology, psychology, economics etc. making it 
interdisciplinary. 

● It is intangible : Human resource management is a intangible function which can be 
measured only by results.
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SIGNIFICANCE of HRM
● To identify manpower needs : Determination of manpower 

needs in an organisation is very important as it is a form of 
investment. The number of men required are to be identified 
accurately to optimise the cost.

● To incorporate change : Change is constant in any organisation 
and this change has to be introduced in such a way that the 
human resource management acts as an agent to make the 
change effective. 

● To ensure the correct requirement of manpower: At any time 
the organisation should not suffer from shortage or surplus 
manpower which is made possible through human resource 
management. 

● To select right man for right job: Human resource management 
ensures the right talent available for the right job, so that no 
employee is either under qualified or overqualified. 
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SIGNIFICANCE of HRM
● To update the skill and knowledge: Managing human resource 

plays a significant role in the process of employee skill and 
knowledge enhancement to enable the employees to remain up to 
date through training and development programmes. 

● To appraise the performance of employees: Periodical appraisal 
of performance of employees through human resource 
management activities boosts up good performers and motivates 
slow performers. It helps the workforce to identify their level of 
performance. 

● To improve competitive advantage: Organisations with capable 
and competent employees can truly gain competitive advantage in 
the globalised market. Higher the level of good performers greater 
the possibility of fast paced growth of the enterprise. 

● To provide incentives and bonus to best performers: It is the 
role of human resource management to recognise the best 
performers and to provide them with bonus and incentives as a 
form of appreciation for their work.
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MANAGERIAL FUNCTIONS of HRM
● Planning : Planning is deciding in advance what to do, 

how to do and who is to do it. It bridges the gap between 
where we are and where we want to go. It helps in the 
systematic operation of business. 

● Organising: It includes division of work among 
employees by assigning each employee their duties, 
delegation of authority as required and creation of 
accountability to make employees responsible. 

● Directing: It involves issue of orders and instructions 
along with supervision, guidance and motivation to get 
the best out of employees. This reduces waste of time 
energy and money and early attainment of 
organisational objectives. 

● Controlling: It is comparing the actuals with the 
standards and to check whether activities are going on 
as per plan and rectify deviations.
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OPERATING FUNCTIONS of HRM
● Procurement : Acquisition deals with job analysis, human resource planning, 

recruitment, selection, placement, transfer and promotion. 
● Development : Development includes performance appraisal, training, executive 

development, career planning and development, organisational development 
● Compensation : It deals with job evaluation, wage and salary administration, 

incentives, bonus, fringe benefits and social security schemes 
● Retention : This is made possible through health and safety, welfare, social security, 

job satisfaction and quality of work life 
● Integration : It is concerned with the those activities that aim to bring about 

reconciliation between personal interest and organisational interest 
● Maintenance : This encourages employees to work with job satisfaction, reducing 

labour turnover, accounting for human resource and carrying out audit and 
research.
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UNIT – 4
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✓ Introduction & Definition

✓ Purpose of Training or Need for Training 

✓ Steps in Designing a Training Programme

✓ Training Method

✓ Differences Between on the Job Training and off the Job Training 

✓ Benefits of Training 

EMPLOYEE TRAINING METHOD
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❖ Each and every organization needs the services of trained 
persons for performing the better activities in a 
systematic way

❖ Recruitment Selection Training
❖ Some employees already have some previous knowledge 

regarding the jobs, while others may be entirely new to 
the jobs. 

❖ Both types of employees need some different kinds of 
training to acquaint themselves with the jobs

Training is the act of increasing / enhancing the 
new skill of problem solving activity and 
technical knowledge of an employee for doing 
the jobs them self 
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” Training is the act of increasing the Knowledge 
and skills of an employee for doing particular 
jobs”.

Edwin B. 

Flippo

“Training is a learning process whereby people 
learn skills, concepts, attitudes and knowledge to 
aid in the achievement of goals.

Mathis & 
Jackson

“The organized procedure by which people learn 
knowledge and skill for a definite purpose”

Dale S.

Bean
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Improved Quality of Work
Training helps to focus on 

specific area and develop employee 
skills. It enables employee to increase 

the quality of work carried out by 
them.

Enhance Employee Growth
Employees who undergo 

training becomes good at their job. 
Imparting new skills helps in 
performance enhancement of the 
employees. 
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Prevention of Obsolence
The employee gets updated 

with the latest technology and trend. 
The major purpose of training is to 
avoid obsolence.

Enlightening New Recruits
New employee can learn the 

methods of working, techniques, 
reporting, related tools and equipment 
used in the job, the work culture of the 
company etc. with the help of training.

Improved Safety Measures
Safety measure to be adopted 

through a proper training program. 
This helps to improve safety in the 

work place and avoid accidents. 

Motivating Employees
An  employee needs continuous 

development to move along the career 
path as per the career planning. Training 
motivates and instils organizational 
commitment. 
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Higher Productivity and 
Profits 

Efficient training improves 
higher productivity and more profits 
as the trained employee can apply 
more skills and techniques at works

Cost Reduction

Trained employees can utilize the 
resources in an efficient manner. There 
is no possibility of wastages of resources 

and all facilities are used at an optimum 
level. This will lead to cost reduction

Reduced Supervision

Trained employees need 
minimum supervision as they are 
educated about various aspect of the 
job in detail at the training program.

Better Adaptability

Employees are able to adapt 
themselves to new technologies and 
new methods of work which constantly 
undergoes changes.
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❑ Various methods of training are used to train the employees. 
❑ It is varying from one organization to another. 
❑ Various factors like skill requirement, qualification of the candidates, cost and 

time availability and in-depth knowledge should be considered before adopting 
any given method.

❑ There are two principal methods of employee training which are used by the 
organization as given in the figure. 
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Coaching Method

Job Rotation Method

Job Instruction Techniques (JIT)

Apprenticeship Training Method

Committee Assignment

Mentoring Method

On the Job Training

Internship Training Method

Off the Job Training

Lecture Method

Group Discussion Method

Case Study Method
Role Play Method

Seminar Method
Field Trip Method

Vestibule Training
E-Learning
Demonstration Method

Programmed Ins. Method
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On the Job Training

❖ On the job training refers to the 
training which is given to the 
employee at the work place by 
his immediate supervisor.  

❖ The employee learns the job in 
the actual work environment. 

❖ It is based on the principle of 
“Learning by Doing and Learning 
While Earning”. 
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➢ In this method superior teaches or

guides the new employee about the

knowledge and skills relevant to a given

job.

➢ In this method superior plays the role

of coach or guide and an instructor.

➢ Under this method the superior should

point out mistakes/lapses committed

by the new worker and also advise the

remedial measures, to trainees.

➢ The trainees can clear their doubts

then and there
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✓ It is the process of sharing knowledge
and experience of an employee.

✓ The focus in this training is on the
development of attitude of trainees.

✓ It is mostly used for managerial 
employees.

✓ It is always done by senior  person, it is 
also one-to-one interaction ,like coaching. 

✓ Besides the mentor is responsible for the
providing necessary support to trainees,
and feedback on the performance of
trainee.
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✓ It is an important method for 

broadening the knowledge of 

executives.

✓ Under this method a trainee is 

periodically shifted from one 

work to another work and from 

one department / division to 

another department / division for 

a particular period of time. 

✓ The  main aim of job rotation is to 

expose the employee to various 

inter related jobs.
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In this method, a trainer 
at the supervisory level gives 
some instructions to an 
employees to how to perform 
his job and its purpose.
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❖ The apprentice or trainee learns the job 
knowledge and skills from the trainer or 
superior or senior worker.  

❖ Generally the apprenticeship training is 
given to the technical cader like that 
Mechanics, Electricians, Craftsmen, 
Welders, Fitter etc., 

❖ This duration of this training programme
ranges from one to five years. 

❖ The trainee gets the stipend during the 
training period.
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When employees are assigned 
to committee to  address a particular 
issue, they are able to work closely 
with other members and committee 
leader. They gain more knowledge by 
observing and participating in 
decision making process.
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➢ A superior gives training to a subordinates 
or understudy like an assistant to a 
manager or director. 

➢ The subordinates learn through 
experience and observation by 
participating in handling day to day 
problems. 

➢ Basic purpose of internship training is to  
prepare subordinate for assuming the full 
responsibilities and duties
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Off the Job Training

❖ Off the job training refers to the 
training which is given to the employee 
away from the actual work place. 

❖ Off-the job training comprises of a 
place specifically allotted for the 
training purpose which may be near 
the actual work place, where the 
workers are required to learn the skills 
and get well equipped with the tools 
and techniques that are to be used at 
the actual work floor
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❖ In this method trainees are educated 

about concepts, theories, principles and 

application of knowledge in any particular 

area. 

❖ Trainer may be generally drawn from 

Colleges, Universities, Consultancies, 

Institutions, Manufacturing concern, 

Union etc., 

❖ They impart training effectively by their 

oratorical skill,  knowledge and practical 

knowledge using audio visual tools.
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✓ Group of people participate and discuss 
particular subject or one topic. 

✓ Under this method participants are divided 
into various groups. 

✓ They were provided a particular issue for 
deliberation. 

✓ Each groups has to prepare solution after 
deep discussion with their group members. 

✓ The group leader has to present the solution 
to the audience, which will be discussed or 
deliberated by other groups.  

✓ Moderator will give final solution after 
listening to divergent view points.
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❑ Trainees are described a situations which 

stimulate their interest to find solution.

❑ They have to use their theoretical 

knowledge and practical knowledge to 

find solution to the problem presented.

❑ There is no single solution to the 

problem. 

❑ It may vary depending upon view points 

of trainees. 

❑ In short, the purpose of case study 

method is, to make trainee apply their 

knowledge. 
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➢ Under this method trainees are explained 
the situation and assigned roles. 

➢ They have to act out the roles assigned to 
them without any rehearsal.  

➢ Thus they have to assume role and play the 
role without any preparation. 

➢ The moderator after observing the role 
played gives his views to the role players.
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1) This method enables the trainees to listen to 
the lectures talk delivered on specific topics.

2) Provides opportunities to participate, to 
interact with the speaker and get their doubts 
clarified. 

3) Select participants may be allowed to present 
papers with the audio visual aids as 
delegates.  

4) They share their rich experience at the 
seminar through their papers.  

5) Thus participants can widen and deepen their 
knowledge by their active participation at the 
conference. 
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i. In this method, trainees are taken to 
actual workplace to gain exposure and 
knowledge. 

ii. They are explained the process of work 
by supervisor of the facility visited by the 
participants. 

iii. They are free to clarity their doubts from 
the organization experts. 

iv. This method helps the trainees to 
strengthen their theoretical knowledge 
obtained in a class room environment  by 
practical exposure.
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❑ Vestibule training is training of 
employees in an environment similar 
to actual work environment artificially 
created for training purpose. 

❑ This type of training is given to avoid 
any damage or loss to machinery in the 
actual place by trainees.

❑ It avoid disturbing the normal workflow 
in the actual workplace.

❑ It is given to Drivers, Pilots, Space 
Scientists etc., 
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✓ E learning is the use of technological 
process to access of a traditional 
classroom or office. 

✓ E learning is also often referred to us 
online learning or web based training. 

✓ E learning training courses can save lakhs 
and lakhs of rupees to an organizations as 
they no longer have to pay for over time or 
costly seminar to improve employees 
skills. 

✓ Under this type of web based training is 
anywhere and any time information can 
pass over the internet.
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Demonstration Training

✓ This method is a visual display of how 

something works or how to do something. 

✓ Demonstration involves showing by 

reason or proof explaining or making clear 

by use of examples or experiments. 

✓ As an example, trainer shows the trainees 

how to perform or how to do the task of 

the job.
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I. Under this method, the subject matter to be learnt is 
presented in a series of units.  

I. These units are arranged from  simple to complex level. 
II. It consists of three parts: Presenting facts, New knowledge and Question and Answer.  
III. Trainee has to read the unit understand the concept and take part in self-evaluation 

exercise.   
IV. The system provides feedback on the accuracy of response given by trainee.  
V. On the successful completion of each and every unit, he/she will go to subsequent level. 

If hey forget, they should go back to original information. 
VI. If they do not forget the information they are allowed to go to the next step for learning. 
VII. Programmed instructions is made available in printed form i.e books, table, interactive 

video and other formats. Besides there are number of other advanced methods of 
training of the employees which will be taught to students in their higher studies
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Basis for 
Comparison

On the Job Training Off the Job Training

Meaning 
The employee learns the job in the 

actual work environment.  

The employee learns the job out side

the actual work location

Cost

It is cheapest to carry out It requires expenses like separate

training rooms, specialist, resources

like projectors.

Location At the work place Away from the work place

Suitable for

Generally imparted in case of

Manufacturing for production

related Jobs

Mostly imparted for managerial and

non production related jobs.

Approach Practical approach Theoretical approach

Principle Learning by performing Learning by acquiring knowledge

Carried out
It is carried out by the experienced 

employee

Training which is provided by the 

experts. 

Deals with 

Training is very relevant and

practical dealing with day –to –day

requirement of job

It can more easily deal with groups of

workers at the same time.
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• It improves the skill of employees 
• Enhances productivity and 
profitability of the entity.
• It reduces wastages of materials 
and idle time. 
• It exposes employees to latest 
trends. 
• It minimizes the time for 
supervision.
• It reduces labour turnover of 
employee.
• It improves union and 
management relation.

• It adds to the knowledge skill 
and competency of employee.
• It enables him to gain 
promotion or achieve career 
advancement in quick time.
• It improves the employees 
productivity.
• It enhances the morale of the 
employee.
• Employees get higher  earnings 
through incentives and rewards.
• It builds up the confidence of 
employee by changing his attitude 
positively towards to work

• Customers get better quality 

of product/ service.

• Customers get innovative 

products or value added or 

feature rich products.
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ELEMENTS OF MARKETING
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Meaning of Market

• The word market is derived from the Latin word ‘Marcatus’ which 
means trade, commerce, merchandise, a place where business is 
transacted. 
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Definition of Market

• In the words of Clark and Clark “A market is a centre or an area in 
which the forces leading to exchange title to a particular product 
operate and towards which the actual goods tend to travel.”
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Need for Market

• To exchange (barter) goods and services.

• To adjust demand and supply by price mechanism.

• To improve the quality of life of the society.

• To introduce new modes of life.

• To develop product by enhancing market segment
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Classification of Markets
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On the Basis of Geographical Area

When exchange of goods or services are confined within a family or 
close members of the family.
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LOCAL MARKET

• Participation of both the buyers and sellers belonging to a local 
area or areas, may be a town or village, is called as local market.
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National Market

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips

https://www.padasalai.net
https://www.padasalai.net/


International Market or World Market
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TYPES OF IMPERFECT MARKET
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On the Basis of Transaction

i. Spot Market:

In such markets, goods are exchanged and the physical delivery of goods 
takes place immediately.

ii. Future Market: 

In such markets, contracts are made over the price for future delivery. 
The dealing and settlement take place on different dates.
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On the Basis of Regulation

These are types of markets which are organised, controlled and
regulated by statutorymeasures.
Example: Stock Exchanges of Mumbai, Chennai, Kolkata etc.
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Unregulated Market 

• A market which is not regulated by statutory measures is called 
unregulated market. This is a free market, where there is no 
control with regard to price, quality, commission etc. Demand and 
supply determine the price of goods.
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On the Basis of Time
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On the Basis of Volume of Business

• Retail Market:
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• Wholesale Market : 
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On the Basis of Importance

• Primary Market: The Primary producers of farm sell their output or 
products through this type of markets to wholesalers or consumers. Such 
markets can be found in villages and mostly the products arrive from 
villages.

• Secondary Market: In this market, the semi finished goods are 
marketed. Here finished goods are not sold. The commodities arrive 
from other markets. The dealings are commonly between wholesalers or 
between wholesalers and retailers.

• Terminal Market: It is a central site that serves as an assembly and 
trading place for commodities in a metropolitan area. For agricultural 
commodities, these are usually at or near major transportation hubs
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Role of Marketer

• Instigator
• Innovator
• Integrator
• Implementor
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Marketing is one of the

business functions for

the purpose of satisfying

human needs and wants.

INTRODUCTION
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The traditional objective of marketing had been to make 
the goods available at places where they are needed. 

This idea was later on changed by shifting the emphasis 
from “exchange” to “satisfaction of human wants”. 

Different authors tried to give suitable definition from 
their viewpoint. 

Some emphasise on the traditional view of producing 
goods and finding out customers, 

Some emphasise on the modern view that marketing must 
first find out what customers want and then plan a product 
to satisfy the wants. 
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PRODUCTION ORIENTATION

SALES ORIENTATION

MARKETING ORIENTATION

CONSUMER ORIENTATION

MANGEMENT ORIENTATION

BARTER SYSTEM

EVOLUTION OF MARKETING
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Barter System
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The goods are exchanged against goods,

without any other medium of exchange, like

money
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Concentrated on the mass production of 

goods for the purpose of profit. 

They cared very little about the customers
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SALES ORIENTATION
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Sales Orientation is associated with 
aggressive sale techniques

- Aggressive salesmanship.

-Effective sales-promotion

-Advertising and public- relations
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…..SALES ORIENTATION
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Business responds to customer needs and 

wants – designs products accordingly

MARKETING ORIENTATION
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CONSUMER ORIENTATION
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Highly focused on which are capable of 
satisfying ……..

The tastes, preferences and expectations of 
the consumers   - consumer satisfaction
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Co-ordinate all interactions of business activities with 

the objective of …….

Planning, 

Promoting and 

Distributing want-satisfying products &

services to the present and potential Customers.
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MARKETING CONCEPTS
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“Marketing is concerned with the
people and the activities involved in
the flow of goods and services from
the producer to the consumer”.

–American Marketing Association.
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“Marketing is a total system of business
activities designed to plan, price, promote
and distribute want-satisfying goods and
services to present and potential customers.”

– WJ. Stanton.
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“ Marketing includes those business
activities which are involved in the
flow of goods and services from
production to consumption.”

- Converse
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Intelligent and capable application of modern marketing policies.

To develop the marketing field

To develop guiding policies and their implementation for a good result

To suggest solutions by studying the problems relating to marketing

To find sources for further information concerning the market problems

To revive existing marketing function, if shortcomings are found

To take appropriate actions in the course of action

Objectives of Marketing
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Importance 
of 

Marketing

To the 
Society

To the 
Individual 

Firms
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Increasing the living standard of people

Connects the producers and consumers

Increases the national Income

Provides Employment Opportunities

Helps to maintain economic stability

Creates modern cultivators

Marketing removes the imbalances of supply

Helps to reduce cost of marketing 
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Helps creation of utilities

-form,

- place

- time and 

-possession. 

Marketing adds value of goods 

by changing their ownership and 

by changing their time and 

place of consumption.
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Generates revenue to firms

Marketing information helps to the management for
taking decisions on production

Marketing and innovation are the two basic functions
of business

Facilities the development of business and creates
employment opportunities
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It can be divided into…...
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FUNCTIONS OF PHYSICAL SUPPLY
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Transport means carrying of goods, 

materials and men from one place to another

It creates place utility by moving goods from 

the place where they are available in plenty, to 

places where they are  needed
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Various types of transport are used for 

carrying goods like 

 Land transport 

 Water transport and 

 Air transport
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Therefore, there is need for Storage to make the
goods available to the consumers and when they
are required.

There is a time gap between the
production and consumption of goods.
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Warehouses create time utility by storing the 
goods throughout the year and releasing them 
as and when they are needed. 

Types of warehouses 

Private warehouses

Public warehouses

Bonded warehouses
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These functions make the marketing
process easy

It includes 
financing, 
pricing, 
risk bearing
standardization and 
the market information etc.
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Facilitating Functions......
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After the goods are produced and till their 
disposing to the ultimate consumer, There are 
lot of risk those are……

Facilitating Functions......
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The results of marketing research that are 
used ........

To plan for future marketing 

To product development activities.

“All the facts, estimates, opinions and other 
information used in marketing of goods”.         

- Clark and Clark 

Facilitating Functions......
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Standardization means establishment of certain 

standards based on intrinsic qualities of a 

commodity. 

like size, colors, taste, appearance etc. 

Grading means the classifying of 

a product by examining its quality. 

Example - Good, Better, Best

Facilitating Functions....
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To Ensure that consumers receive the

product in its original condition

Facilitating Functions......
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 Determining the value of a product and 
services

Facilitating Functions....
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“Marketing mix is a pack of four sets of 
variables  namely 

product variable, 

price variable, 

promotion variable and 

placevariable”. 

- Mr. Jerome McCarthy,
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Product
• A Product is anything that can be offered to a market.

Price

• Price is the value of a product expressed 
in monetary terms

Place
• Movement of products from the place of manufacture to 

the place of consumption the at right time.

Promotion

• It’s a set of activities to share knowledge about a product 
or service.
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WHAT IS E BUSINESS?

 E business production or purchase and 
sale of goods undertaken with an 
objective of earning profit through 
satisfaction of human wants.

 In simple words if all the business 
transactions carried out through the 
internet and other online tool is called e 
buisess.
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OBJECTIVES :

 Expansion of Market share.

 Reduction of distribution and 
proportional expenses.

 Achieving higher brand awareness.

 Strengthening database.
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ADVANTAGES :
 It provides 24/7 services to its users.

 It has direct contact with its customers.

 Products are at a cheaper price

 Customers can buy whatever they want 
to buy.
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DISADVANTAGES :
 E Marketing is of high cost since the 

companies have to spend more to 
advertise the products

 Its not suitable for small scale 
industries

 Companies hardly update their 
information on their websites .

 Customer have fear of using their credit 
card because they are suspicious about 
their security.
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EXAMPLE FOR E 
MARKETING :
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WHAT IS E-TAILING?

 E- tailing or electronic retailing refers to 
the sale od goods and services through  
shopping websites or internet to the 
ultimate consumer.

 It is a business 2 consumer (B2C) 
transaction model.

 It is also called as online retailing.

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

cbsetips
cbsetips

https://www.padasalai.net
https://www.padasalai.net/


EXAMPLE FOR E TAILING:
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What is service marketing?

 A service is any activity or benefit that 
one party can offer to another which is 
intangible and does not result in 
ownership.

 It denotes the processing of selling good 
like banking , tourism , insurance etc.
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         FOOD and ENTERTAINMENT
                                    SERVICES
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EXAMPLE for VIRAL 
MARKETING:
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What is niche marketing?

 The business of promoting and selling a 
product or service to a specialized 
segment of a market.

 It aims at being a big fish in a small 
pond instead of being a small fish in a 
big pond.
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EXAMPLES FOR NICHE 
MARKET :
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What is rural marketing?

 Rural marketing is the process of 
developing, pricing , promoting and 
distributing specific goods and services 
with rural customers to satisfy their 
needs and wants.

 People sell products at a  lower price.
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What is Multilevel Marketing?

 Multilevel Marketing is  the marketing 
strategy wherein the sales companies 
encourages its existing distributors to 
recruit new distributors to facilitate the 
sale of goods and services.
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What is content marketing?

 Content marketing is said to be the art 
of communicating with customers and 
prospects without selling.

 It provides content which helps to 
attract audience.
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EXAMPLE FOR CONTENT 
MARKETING :
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13 trends in marketing

 E TAILING

 GREEN MARKETING

 RURAL MARKETING

 COMMODITY MARKETING

 SOCIAL MARKETING

 VIRAL MARKETING

 AMBUSH MARKETING

 GUERRILLA MARKETING

 CONENT MARKETING

 SERVICE MARKETING

 MULTILEVEL MARKETING 

 NICHE MARKETING

 REFERRAL MARKETING
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