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Marketing Management - Overview
What is a Market?

A market can be defined as the  summation of all the buyers and sellers in an area
or region under consideration. The area may be a country, aregion, a state, a village
or a city.

Market is a place where goods, commodities or services provided by the sellers are
swapped with the buyers or purchasers for some value combined wit h need,
demand, supply etc.

We can say that it is a place, which satisfies the potential needs of the buyers as
well as the sellers. The market may have a physical existence or a virtual one. It
may be local or global one.

Characteristics of a Market

A mar ket has its own characteristic features. It involves only exchange and trade
of commodities but that activity also has its own features.

Let us take a look at the characteristics of a market.

1 A place for swapping goods and services for some value. The good s can be swapped for

money, land or some other commaodity.
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1 This is a place where you can negotiate commodities

1 Coverage of all customer requirements is possible here

1 Thisis a place for innovation and creation

1 There is potential or capacity for buying and selling.

1 There is share of consumption as well as total part of demand.

Let us now take a look at the key elements of the market.

Elements of a Market

The key elements that make a market, without which a market is not complete, or
the el ements on which a mar ket depends are
1 Place T The area where the swapping of goods, C
between the seller and the buyer. The place should be convenient to both the parties.
1 Demand T  Mikeetruns on supply and demand. A seller provides the products or services
and a buyer wants to fulfill his/her requirements. A product with high demand is
supplied more.
7 Seller i A seller is the person or the partprodacho o
or service to others in return of some valuable item.
9 Buyer T A buyer is the person or party who needs
ready to pay some valuable item as demanded by the seller for the product.
1 Price 7 Thi s i s t hamountohatistobe paid fbr e product or service. It should
be fixed; else, it may lead to conflict as well as an imbalance in the seller -buyer
relationship.
1 Government Regulation T The government makes some regul g
and seller ha ve to abide. Everyone is treated equally in front of the law. For example,
the buyer is not allowed to sell illegal products while the seller is prohibited from buying
them.
1 Product Specification T It is very important to sopredientd y t

used and all other details of the product as everybody has different tastes and

requirements. It is also not necessary that what suits one person should suit another.

These are the key elements that can make or deteriorate a market. A market runs
with all these elements together; if one of them is removed, there is no market. For
example, if we remove the buyer from the market, the question of who will purchase
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the commodities arises. In the same way, each element has its own role in the
market.

Factors Affecting a Market

There are numerous reasons why a market grows or reduces its profitability. There
are different factors affect the growth of a market in many ways.

Let us understand the importance and effect of each factor given below on a market
with the help of relevant examples.

Number of Buyers and Sellers

Flipkart offers a special sale offer, where the candidate needs to register for an item

in order to purchase it. I n this way, t he
demand and thus it tries to maintain the quantity of the item as per the demand.

If the number of buyers is more, the product needs to be bought again. However, if

the buyers are fewer, then the product needs to be hiked to increase the sale.

New and improved!

Types of Goods

If a person wants to buy a car, following things need to be considered: what type of
a car does he /she need, which brand, what are the brands available, what is the
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budget, etc. Most importantly, with this factor, one gets a variety of choices in a
limited budget.

Presence of Competition

LAKME

Lakme launches a new product, which gives the customer three -in-one service. It
works as a face wash, face scrub as well as face pack. But the question is what was
the need.

The simple answer is competition; this product is a technique to attract more
customers and cope with the growing competition.
Expectation of buyers

We buy a product only if it stands up to our expectations. Yardley claims that it
moisturizes and nourishes the skin for six hours, so a person with dry skin will
buy it expecting that claim to be true.

Cultural Factors

Cultural factors like the culture and tradition we follow also affect the market. For
example, an Oriya woman would prefer a Sambalpuri saree for some special event
over silk or any other type.
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Economic Factors

An individual will prefer buying gold only when the rates are down. When the rate
is Rs 20,000 for 10g, the customers inc rease while, when the rate is Rs 26,300 for
10g, the customers decrease.

Social Factors

What the market provides is very much dependent on social factors. Analysis shows
that social factors impact the business of beverage companies. For example, Pepsi
proj ects itself as a non -alcoholic beverage because it has to maintain the strict
differences in cultures around the world.

Political Factors

Political factors are also important. Something that is banned by the government
cannot be sold in the market, for exa mple, the recent meat ban.

Objectives of Marketing Management

Marketing management is the process of planning & implementing the conception,
pricing, promotion and distribution of products or services. It is a target -oriented
process and an operational are  a of management.

Marketing management is basically an organizational discipline, which focuses on
the practical usage of marketing orientation, techniques and methodologies in
companies and organizations and on the management of a firm's marketing
resource s and activities.
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The foll owing are the main objectives of ma
T To satisfy the clientsd requirements and their
1 To leverage the gain for the growth of business.

1 To develop customer base for the business.
1 To create an appropriate marketing mix.

1 To raise the quality of life of people.

1 To build a good image of the organization.
1 To maintain the long -run concept.

Now, we are clear about the need and objective of marketing management. Moving
forward, let us disc uss the broad marketing concepts in detail.

Marketing Management - Concepts

Marketing concept is the philosophy that companies should examine the
requirements of their customers and then make decisions to satisfy those needs in
a better manner than the competitors.

Today, most of the companies have adopted various marketing concep ts, but this
has not always been the case. Let us now understand major marketing concepts.

The major marketing concepts are T
1 Production concept
1 Sales concept
1 Marketing concept

Production Concept

According to the production concept, a company should focus on those items that
it can produce most efficiently and also focus on creating supply of low -cost items
that create the demand for the products.

The key questions that a company needs to ask itsel f before producing an item are

v

|
1 Can we produce the item?
1 Can enough of it be produced?

This concept worked fairly during the 1920s as the items that were produced were

largely those of basic necessity and there was a relatively high level of unfulfilled
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demand. Virtually everything that could be produced was sold easily by a sales
team whose task was to complete the transactions at a price fixed by the cost of
production. All in all, this concept prevailed until the late 1920's.

Sales Concept

According to this concept, the companies would not only produce the items but
would also try to convince customers to buy them through advertising and personal
selling. Before producing a product, the ke

1 Can we sell the item?
1 Can we account enough for it?

This concept paid little attention to whether the item actually was required. The

goal simply was to beat the competition with little focus on customer satisfaction.

Marketing was an operation performed after the product was developed and

produced and many people came to relate marketing with hard selling. Even today,
people use the word "marketing" when they a

Marketing Concept

The marketing concept relies upon marketing studies to define market segments,
their size, and their req uirements. To satisfy those requirements, the marketing
team makes decisions about the controllable parameters of the marketing mix.

This concept was introduced after World War Il as the customers could afford to be
selective and buy only those items that precisely met their changing needs and
these needs were not i mmediately obvious. T

1 What do customers actually want?
1 Can we improve it while they still want it?
1 How can we keep the customers satisfied?

In reply to these discerning customers, companies began to adopt marketing
concepts, which includes T

1 Focusing on customer requirements before developing a product
1 Aligning all operations of the company to focus on those needs
1 Realizing a gain by successfu lly satisfying customer needs over the long -term

When companies began to adopt this concept, they actually set up separate
marketing departments whose objective was to satisfy customer needs. Mostly,
these departments were sales departments with expanded r esponsibilities. While
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this widened sales department structure can be found in some enterprises today,
many of them have structured themselves into marketing organizations having a
worldwide customer focus.

Marketing Management - Process

Marketing process includes ways in which value can be created for the customers
to satisfy their requirements. It is an endless series of actions and reactions
between the customers and the companies making attempt to create value for and
satisfy the needs of customers.

In marketing process, the situation is examined to identify opportunities, the
strategy is formulated for a value proposition, tactical decisions are taken, plan is
executed, and results are monitored.

The following four steps are involved in the marketing pr ocess 1

Situation Analysis

Analysis of the situation in which the company finds itself serves as the basis for
identifying chances to satisfy unfulfilled customer needs.

Situational and environmental analysis is done to identify the marketing options,
tounder stand the companyds own capabilities
in which the company is operating.

Marketing Strategy

After identifying the marketing options available, a strategic plan is developed to
pursue the identified options. An analysis is done and the best available option is
chosen; a plan or strategy is made for that option.

Marketing Mix Decisions

At this step, elaborated tactical decisions are made for the controllable parameters
of the marketing mix. It includes decisions related t 0 product development, product
pricing, product distribution and product promotion.

Implementation and Control

Finally, the marketing plan is executed and the outputs of marketing efforts are
monitored to adjust the marketing mix according to the market changes.

This being the final step, it transforms the written or planned strategy into action
and the productis presented according to this process.
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Marketing Management - Functions

The term functions of marketing management means the main role of this type of
management in any organization.

Major Functions of Marketing Management

We need to understand the major fun ctions of marketing management in order to
understand and groom our organization. The following are some of the major
functions of marketing management 1

Selling
Buying and Assembling

Transportation

il

il

il

1 Storage
1 Standardization and Grading
1 Financing

1 Risk Taking

1 Market Information

The marketing process performs certain activities as the products and services
move from the producer to consumer. All these activities or jobs are not performed
by every company.
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Market
Information

Transportation

Storage

Grading

Nonetheless, it is recommended that they be carried out by any company that
wants its marketing systems to function successfully.

Selling

Selling is the crux of marketing. It involves convincing the prospective buyers to
actually complete the purchase of an article. It includes transfer of ownership of
products to the buyer.

Selling plays a very vital part in realizing the ultimate aim of earning profit. Selling

is groomed by means of p  ersonal selling, advertising, publicity and sales promotion.
Effectiveness and efficiency in selling det
and profitability.

Buying and Assembling

It deals with what to buy, of what quality, how much from whom, when and at what
price. People in business purchase to increase sales or to decrease costs.
Purchasing agents are much tempted by quality, service and price. The products
that the retailers bu vy for resale are selected as per the requirements and
preferences of their customers.
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Assembling means buying necessary component parts and to fit them together to

make a product. 060Assembly |l ined marks a p
assembly functions . The assembly operation includes the arrival of individual
component parts at the work place and issuing of these parts for assembling.

Assembly line is an arrangement of employees and machines in which each
indi vidual has a patrticular job and the work is passed directly from one employee
to the next until the product is complete.

Transportation

Transportation is the physical means through which products are moved from the
places where they are produced to those p laces where they are needed for
consumption. It creates locational utility.

Transportation is very important from the procurement of raw material to the

del i very of finished products to the cust 0
mainly on railroads, tru  cks, waterways, pipelines and airways.
Storage

It includes holding of products in proper, i.e., usable or saleable, condition from
the time they are produced until they are required by customers in case of finished
products or by the production department in case of raw materials and stores.
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Storing protects the products from deterioration and helps in carrying over surplus
for future consumption or us  age in production.

Standardization and Grading

Standardization means setting up of certain standards or specifications for
products based on the intrinsic physical qualities of any item. This may include
guantity like weight and size or quality like color, shape, appearance, material,
taste, sweetness etc. A standard gives rise to uniformity of products.

Grading means classification of standardized items into certain well defined classes
or groups. Itincludes the division of products into classes made of u nits possessing
similar features of size and quality.

Grading is very essential for raw materials; agricultural products like fruits and
cereals; mining products like coal, iron and manganese and forest products like
timber.

Financing

Financing involves th e application of the capital to meet the financial requirements
of agencies dealing with various activities of marketing. The services to ensure the
credit and money needed and the costs of getting merchandise into the hands of
the final user are mostly re  ferred to as the finance function in marketing.
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Financing is required for the working capital and fixed capital, which may be
secured from three sources i owned capital, bank loans and advance & trade
credit. In other words, different kinds of finances are short -term, medium -term,
and long -term finance.

Risk Taking

Risk means loss due to some unforeseen situations. Risk bearing in marketing
means the financial risk invested in the ownership of goods held for an anticipated
demand, including the possible los  ses because of fall in prices and the losses from
spoilage, depreciation, obsolescence, fire and floods or any other loss that may
occur with the passage of time.

They may also be due to decay, deterioration and accidents or due to fluctuation in
the price s induced by changes in supply and demand. The different risks are
usually termed as place risk, time risk, physical risk, etc.

Market Information

The importance of this facilitating function of marketing has been recently marked.
The only sound foundation on which marketing decisions depend is timely and
correct market information.

The importance of this facilitating function of marketing has been recently marked.
The only sound foundation on which marketing decisions depend is timely and
correct market information.

Marketing Management - Environment

Marketing environment can be defi  ned as the composition of all the factors affecting
the market, marketing system and functions related to marketing.

Types of Layers

There are different layers of marketing environment. Each layer has special
characteristics. Marketing environment has the foll owing four | ayer

Organizational environment

Marketing environment

= = =4

Macro environment

1 Micro environment

Organizational Environment
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An organizational environment consists of forces or institutions surrounding an
organization that affect performance, op erations and resources. It includes all of
the key elements that exist outside of the company's boundaries and have the
potential to affect a portion or all of the organization.

Marketing Environment

The market environment is a marketing term that refers t o factors and forces that
affect a company's behavior.

By the term companyds behavior, we mean th
maintain successful relationships with customers, clients and all the people related
to it.

Macro Environment

Theterm macro means large . Macro refers to large factors or vital factors like social
factors, for example, male -female ratio, social changes, new lifestyle, or arrival of
new thought. Examples of economic factors are per capital income, balance of
payment, balance of t rade, inflation rate, and gross domestic product.

Other factors like geographical, cultural, political, demographical and legal factors
such as competitions and technology are also included in this environment.

-

Examples T Geographical di setfromnbakdt age, sex, litdracydtca n c
cultural differences, cultural change, arrival of a new tradition, government

decision making, new plans, programs & policies, government support, political
disturbances and so on.

Micro Environment

Here the word its e | f describes the meaning 1T mi cr
environment is a composition of small factors, inside factors/nearer factors like

customers, mediators like wholesaler, retailer, supplier, other stakeholders who

demand something from the organizati on, i.e., shareholders, debenture holders,
creditors, debtors, moneylenders, etc.

Micro environment also involves factors like working conditions, employees,
purchase groups, local community and pressure groups.

Marketing Management - Porter & Five
Forces
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Michel Porter is known for his marketing and management thoughts and skills. He
contributed many valuable theories to the modern marketing management. Here
we are going to see Porterdos five forces

The model includes the following five forces T

Potential entrants
Bargaining power of suppliers
Bargaining power of buyers

Industry competitors

= = =4 -4 =N

Threat of substitutes

Potential
Entrants

Bargaining
Power of
Suppliers

Threat of
Substitutes

Porter's Five
Forces

Bargaining
Power of
Buyers

Industry
Competitors

Let us discuss the five forces one by one.

Potential Entrants
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It refers to the addition of new competitors in the existing market. As we know, for
each product we have different options or we have different companies offering the
same product with some sligh  t variation in price, item etc.

Thus, potential entrants refer to the entrance of new companies in the market and
ways to deal with it.

Bargaining Power of Suppliers

A supplier or producer is the one who produces the product desired or required by
the mark et. The supplier is not necessarily a single person; it can be a group,
company or anything.

The function of a supplier is to design products as per the requirement of the client,
company, market and society.

Bargaining Power of Buyers

Buyer or consumer is  the one who swaps the product designed by the supplier as

per the demand of the buyer with some valuable commodity.

The function of a buyer is to be precise in what actually is needed and purchase it
from the supplier, for example, buying a car or any oth er product.

Industry Competitors

The companies competing with other companies within the same market are known
as industrial competitors.

For example, we can say that Lakme and Maybelline are industrial competitors as
they are in the same market, i.e., cosmetic products.

Threat of Substitutes

The threat of a substitute paves way for competition in an industry. The threat of
substitutionina nindustry affects the competitive environment for the firms in that

industry and influences those firmsdé abilit

of a substitution threat effects the profitability of an industry because consumers
canchoosetopur chase the substitute instead

Marketing Management - Planning

Marketing planning is the process of improvising a marketing plan incorporating
overall marketing objectives and goals and designing strategies and programs of
action s to achieve those objectives.

www.educatererindia.com

of t

y



http://www.educatererindia.com/

COMPILED BYGAUTAM SINGH STUDY MATERIALMANAGEMENT 0 7830294949

Marketing planning includes setting objectives and targets and allocating those
targets to people responsible to achieve them. It also includes careful examination

of all strategic issues, including the business environment, the market itself, the
corporate mission statement, competitors and organizational capabilities.

Marketing planning is a sequence of stages that are usually followed in a format.

Companies can adopt a marketing plan to suit the situations and their

require ments. Marketing planning process includes both the development of
objectives and specifications of how to achieve those objectives.

Let us now discuss the components of a marketing plan.
Mission
It is the reason for which a company exists. Mission stateme nt is a direct statement

that shows why a company is in business, provides basic guidelines for further
planning, and organizes broad parameters for the future.

Most of the useful mission statements encourage staff and customers.

Corporate Objectives

Objectives are the set of goals to be achieved within a specified timeframe.
Corporate objectives are essential goals the company as a whole wishes to achieve
within a given timeframe such as one or five years.

Marketing Audit

Marketing audit helps in examining and evaluating the marketing strategies,
activities, problems, goals, and results.

It is done to check all the aspects of business directly linked to the marketing
department. It is done not only at the initial state of marketing planning process
but also at a series of points during the execution of plan.

SWOT Analysis

The information collected through the marketing audit process is used for the
development of SWOT Analysis. Itis an analysis of the company's marketing efforts
and its strengths, weaknesse s, options, and warnings related to marketing
functions.

Marketing Assumptions

A good marketing plan depends on in  -depth customer understanding and
knowledge. However, it is not possible to know everything about the customer, and
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many different things are ~ assumed about the customer. Example: Assumptions of
who the target buyers might be.

Marketing Objectives and Strategies

After identification of options and challenges, the next step is to develop marketing
objectives that mark the end state to achieve.

Marketing strategies are formed to achieve the marketing goals and objectives. They
are formed to determine how to achieve those target points.

Forecast the Expected Results

Marketing managers have to predict the expected results. They have to project the
future numbers, features, and trends in the target market.

Without proper forecasting, the marketing plan could have impractical goals or fall
short on what is promised to deliver.

Create Alternative Plan

An alternate or substitute marketing plan is create d and kept ready to be executed
in the place of the primary marketing plan if the whole or some part of the primary
marketing plan is dropped.

Marketing Budget

The marketing budget is the process of documenting the desired costs of the
proposed marketing p lan.

One common method is to allocate the marketing budget depending on the
percentage of revenue. Other methods are comparative method, all you can afford,
and task method.

Implementation and Evaluation

At this stage, the marketing team is all set to put their plans into action. This may
include spending money on advertising, launching new products, interacting with
potential new customers, opening new retail outlets etc.

A marketing planning process is required to be verified and updated on a regular
basis.

Marketing Management - Research
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Marketing research can be defined as the development, interpretation and
interaction of decision -oriented information to be used in all phases of marketing
process.

Managers require information in order to introduce produ cts and services that
create value in the mind of the customer. But the perception of value is a rational

one, and what customers prioritize this year may be quite different from what they
prioritize next year.

As such, the elements that create priority ca nnot simply be deduced from common
knowledge. Rather, data must be collected and examined. The goal of marketing
research is to ensure the facts and direction that managers need to make their

more essential marketing decisions. However, to increase the ben efit of marketing
research, those who use it need to understand the research process and its
limitations.

Global Market Research

Global marketing is the process of adjusting an enterprise's marketing strategies
to adapt to the situations in other countries.

Suppose we have a widget we would like to sell in Europe and we are developing
our marketing plan. We need to make some strateg ic decisions like market
segmentation, localization, strategic planning and so on.

Gl obal mar ket research is brings clarity on
1 Decide whether to go overseas
1 Get an idea about the competitive strength of global market
1 Decide which market to enter with better information
1 Provide knowledge about how to enter global market.

1 Help in formulating marketing schedule, product decision, promotion, product pricing

& selection of distribution channel.
1 Help in marketing companies.

In short, we can conclude that global market research is necessary when one wants
to expand the business globally, as to other countries.

Marketing Research Vs. Market Research
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Market research  precisely deals with collecting information about a market's si ze
and trends whereas marketing research covers a range of activities and it may
include market research.

RESEARC

Marketing research is a more general synch ronized process that can be used to a
variety of marketing problems. Marketing research by itself does not deal with
marketing decisions, nor does it guarantee that the company will be successful in
marketing its products. However, when conducted in a sync hronized, systematic,
analytical, and objective manner, marketing research can minimize the uncertainty

in the decision making process and increase the probability and magnitude of
success.

Marketing Management - Research Process

After establishing marketi ng requirements, we need to establish the research
process. Most marketing research projects

Define the problem

Determine research design

1

il

1 Identify data types and sources

1 Design data collection forms and questionnaires
il

Determin e sample plan and size
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1 Collect the data
1 Analyze and interpret the data
1 Prepare the research report

Let us take a look at all these steps one by one.

Problem Definition

The decision -making problem faced by management must be transformed into a
market research problem in the form of questions that state the information
required to make the decision and shows how that information can be obtained.
For example, there could be  a decision problem on whether to cast a new product.
The corresponding research problem might be to appraise whether the market
would accept the new product.

The objective of research should be stated clearly. To ensure that the true decision
problem is a ddressed, it is useful for the researcher to outline possible outcomes
of the research results and then for the decision maker to formulate plans of action
under each scenario. The use of such outcomes can assure that the purpose of the
research is agreed upon before it commences.

Research Design

After defining the issue in marketing research, we need to determine the research
design. Marketing research can further be categorized into three following
categories 1

Exploratory research

This has the goal of fo rmulating problems more specifically, clarifying concepts,
and collecting explanations, gaining insight, removing impractical ideas, and
forming hypotheses.

Descriptive research

This is firmer than exploratory research and seeks to specify in brief uses of a
product, determine the proportion of the population that uses a product, or predict
future demand for a product.

Causal research

This explores to search for cause and effect relationships between variables. It
completes this goal through laboratory and field experiments.

Any one of the above types of research can be used to determine the best research
design for the marketing research.

www.educatererindia.com



http://www.educatererindia.com/

COMPILED BYGAUTAM SINGH STUDY MATERIALMANAGEMENT 0 7830294949

Data Types and Sources

Data types can be described as the different attributes on the basis of which a given
data is cla ssified into different categories or types. The data types and sources to
be used can be divided as secondary data or primary data. Let us take a look at
these data types.

Secondary Data

Secondary data means the data that have been collected previously for other
purposes but that can be used in the immediate study. Secondary data may be
internal to the company like sales invoices and warranty cards or may be external

to the company like published data or commercially available data. The government

census is an important of secondary data.

Secondary data offers the benefit of saving time and minimizing data gathering
costs.

The main disadvantage of this data type is that the data may not fit the issue
perfectly and that the accuracy may be more difficult to ¢ heck for secondary data
than for primary data.

Primary Data

Often, secondary data must be supported by primary data originated specifically
for the study at hand. Some common types of primary data are demographic and
socioeconomic features, psychological and lifestyle features etc.

Primary data can be obtained by i  nteraction or by observation. Communication
includes questioning respondents either verbally or in writing. This method is
versatile, as one requires questioning for the information. However, the response
may not be accurate or up to the mark.

Personal int erviews have an interviewer partiality that mail -in questionnaires do
not have. For example, in a personal interview the respondent's imagination of the
interviewer may affect the responses.

Questionnaire Design

The questionnaire is an essential tool for c ollecting primary data. Poorly
constructed questions can result in large mistakes and invalidate the research
data, so considerable effort should be put into the questionnaire design.
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SURVEY

©

The questionnaire should be tested completely prior to conducting the actual
survey.

Measurement Scales

Marketin g attributes can be scaled on nominal, ordinal, interval, and ratio scales

v

1 Nominal numbers are simply identifiers, with the only permissible analytical use being

for counting. For example i social security numbers, pin code.

1 Ordinal scales are used for s caling. The gap between the numbers conveys no
meaning. Median and mode calculations can be done on ordinal numbers. For example,

state ranking.

1 Interval

scales balance an equal interval between numbers. These scales can be used

for ranking and for weighin

g the interval between two numbers. We know that the zero

point is arbitrary and ratios cannot be taken between numbers on an interval scale.

However, mean, median, and mode are all valid. For example fi temperature scale.

9 Ratio scales are hinted to an abso lute zero value, so ratios between numbers on the

scale have some meanings. In addition to mean, median, and mode, geometric averages

are also valid in this measurement scal e.

Data Collection

Data collection process introduces additional errors in the document. These errors
are known as non -sampling errors. Some non -sampling errors may be intentional
on the part of the interviewer, who may introduce partiality by directing the
respondent to provide a certain response.
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The inter viewer also may introduce unintentional mistakes due to not having a
clear understanding of the interview process or due to fatigue.

The occurrence of such non -sampling errors can be reduced through quality
control techniques.

Data Analysis and Interpretat ion

Before analysis can be performed, raw data must be groomed into the right format.
First, it must be edited so that mistakes can be corrected or removed.

The data must then be coded; this procedure transforms the edited raw data into
numbers or symbols. A codebook is made to document how the data was coded.
Finally, the data is tabulated to count the number of events falling into various
categories.

Cross t abulation is the most commonly used data analysis method in marketing
research. This technique divides the sample into sub -groups to represent how the
dependent variable varies from one subgroup to another. A third variable can be
launched to uncover a rel  ationship that was initially not evident.

Marketing Research Report

The format of the marketing research report differs as per the requirements of the
organization. The report often exhibits contents like enabling letter for the research,
Table of Contents , list of explanations, results, limitations and so on.

Marketing Mngmt - Consumer Behavior

Consumer behavior refers to the purchasing behavior of final customer or
individual or household who buys goods & services for personal use. Customer
behavior is ve ry important as it supports product positioning, development of

effective marketing strategy and enhancement of long -term customer relationship.
1] - T T ‘ } =
P SRmE
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Consumer Behavior supports customer belief for performance, determines product
features, formulates pricing policy and appreciates new product decision.

Factors Influencing Consumer Buying Behavior

There are some factors that influence the buying behavior of a customer or what

we can say as the customerds preference for| b
Consumer behavior is basically dependent on| t
! Culturalfactor T Factors | i k-eultwe) dnd sor atalclass.u b
1 Socialfactor T Factors |like reference group, secondajry
1 Personalfactor T Factors |ike age, sex, Ilifestyle, odcu
1 Psychologicalfactor T Factors | ike motivati ontitudgper ceptijon

These are the main factors that influence the consumption and usage of any

product in the market. Customers opt for some product primarily on the basis of
these factors.

Buying Motive

Buying motive can be defined as the internal factor or condition that tends to start
and sustain the buying activity. In short, buying motive is the reason a customer
needs to purchase a product.

Buying motive can be of two types 1T

1 Product motive refers to those effects and reasons, which induce a buyer to select a
particular product in preference to other products. They include the physical appeal of

the product, like the design, shape, dimension, size, color, package, performance, price
etc.

1 Patronage mot ive refers to those situations or reasons, which prompt a buyer to buy
the desired product from a particular shop in preference to other shops. Patronage

motive can further be subdivided as 1T

o Emotional patronage T 1t includes factor s shop, Hisplayap p e
of goods in the shop, imitations and many more.
o Rotational patronage 1 It includes factors 1like <co

services offered and many more.

Marketing Management - OBB

www.educatererindia.com

ar

nv e



http://www.educatererindia.com/

COMPILED BYGAUTAM SINGH STUDY MATERIALMANAGEMENT 0 7830294949

Organizational buying behavior (OBB) can be defined as the process of how
companies or organizations buy goods and services. The buying behavior of an
organization is a step -by-step process. It is not a one -night journey to launch a
product and change the market behavior. It is a time -consuming procedure and is
done in a synchronized manner.

OBB plays a very important role in the modern marketing concept. It is a well -
defined and properly maintained marketing process with wide contact between the
buyer and seller.

Characteristic Features of OBB

The major features that decide the buying behavior of an organization as a whole
can be |l earnt from the foll owing points T

1 Itis an analytical process.

1 Number of individuals engaged is more.

1 It handles large quantity marketing.

1 Purchase criteria are precise and well defined.

1 There is broad contact between buyers and sellers

1 Itincludes user, influencer, decider, buyer and gatekeeper.

After seeing these features, we have an idea of the concept of organizational buying
behavior. It is not always the money that decides what to b uy but some other
features apart from money are also very important.

Determinants of OBB

Determinants of OBB can be defined as the agents that originated OBB. There are
two determinants of the buying behavior of an organization.

1 Organizational factors ike obj ective, technol ogi cal capac

human resource criteria and many more.
1 Psychological factors like perception, motivation, attitude, belief and many more.

After having a quick look on these determinants or agents of buying behavior of a
firm, let us look at the participants of OBB.

Participants of OBB

Participants of OBB are the people involved, responsible and answerable in the
buying behavior of an organization.
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-

We can see the following seven different types of participants in OBB [
7 Initator T The one who initiates the buying of
7 Infuencer T The one who influences others or,

1 UserT The one who is going to use the produ

9 Decider T The one who decides if the product shoul

1 Approver T The one who permits or approves the

t he

say,

ct .

us

9 Buyer T The one who is going to buy the product.

9

1 Gatekeeper T The one who watches the buying behavid

Participants in OBB are responsib le for their fields respectively.

Steps of OBB

Organizational buying is not an easy activity as most people think of it. The process
of OBB consists of the following steps and each one is very important and affects
the next one 1

Problem recognition

General need

Product specification
Searching for potential supplier
Value analysis

Vender analysis

Order routine specification
Multiplicity surrounding

Performance Reviews

Stages in Organizational Buying Process

Following are the stages in the organizational buy i ng process 1

=A =4 =4 =4 -4 -4 -4 A -4

1 Problem Recognition i It is the first stage of the
someone in the organization recognizes an issue or need that can be met by acquiring

a good or a service.

1 General Need Description i At this stage of business

briefs the general features and quantity of a needed product.
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1 Product Specification 1 At this stage of the business |buy
company decides on the item and specifies the best t echnical product features for a
needed item.

7 ValueAnalysis T This stage involves an access to cosft
studied carefully to select if they can be redesigned, standardized or made by less costly
methods of production.

1 Supplier Search T At this stage of the business buyi njg
find the best sellers.

1 Proposal Solicitation T In this stage of the business buyin
qualified suppliers or producers to submit the proposals or options they have.
1 Supplier Selection T I n this stage of the business buylji nc

plans and chooses a supplier or suppliers.

1 Order -routine Specification T This is the stage of the busines
the buyer writes the final or  der with the selected supplier(s), enlisting the technical
specifications, quantity required, expected time of delivery, return policies,
manufacturing date and warranties.

1 PerformanceReview T I n this stage of the businesshisbuyj n

Idan)

satisfaction with suppliers, deciding whether to continue, develop or drop them.

Types of Organizational Market

In order to facilitate the buying behavior of a market, we divide the organizational
market into these four types.

Product Market

Producers purchase items and services and transform them into a sellable product,
which they sell to their customers for the purpose of gaining profit; this is known

as product market. Examples of producers are farmers, manufacturers and
construction companies.

Reta iler Market

The market for the sale of products or services to consumers instead of that to
producers or intermediaries is known as the retailer market. For example, a shoe
store sells to people who will most likely wear the shoes. It does not include the
sale of the shoes to other stores who will resell them. The retail market contrasts
with the wholesale market.
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Government Market

The market where the consumers are national, state, and local governments is
known as the government market. Governments buy bo th products and services
from the private sector.

Governments purchase the same types of products and services as the private
sector consumers, in addition to some more exotic products such as aircraft
carriers, fighter jets, tanks, spy satellites and nucl ear weapons.

International Market

The market where the marketing principles are applied to more than one country
is known as the international market.

Market of product is decided by the product type. A product can be introduced to
more than one market or  the product can be specifically introduced at any single
market type.

Marketing Management - Segmentation

Market segmentation can be defined as the subdivision of the market into
compatible subsections of customers where any subsection may be selected as a
market target to be reached with a unique marketing mix.

For example, Hindustan Unilever (HUL) produces a variety of products for different
classes such as Surf Excel for higher class, Rin for middle class and
Sunlight/Wheel for the lower class.

Obj ectives of Marketing Segmentation
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The main objective of marketing segmentation or the goals to be achieved through
mar keting segmentation can be understood th

1 To label potential customers

1 To avail additional privileges for their customers

1 To acknowledge the convenient place to purchase
1 To pay additional benefits willingly

1 To pay proper attention to some precise area

1 To ensure proper database marketing usage

1 To acknowledge real competitioni  n the market
1 To enhance productivity

These are the objectives an organization should keep in mind in order to design the
marketing mix and increase its promotion. Let us move forward with the topic and
have a look on the importance of market segmentation.

Importance of Segmentation

To achieve the objectives stated above, one has to clearly know the need of market
segmentation in the first place. Following are some points outlining the importance
of market segmentation.

1 It promotes proper selection of target market.

1 It assists planning and marketing exercises.

1 It aids the tapping of market.

1 Marketing effort is made more effective.

1 It assists in accessing the strength and weakness of the company.

1 It assists in effective usage of marketing resources.

1 It balances proper coordination between the customers and the company.

Based on these points of importance of market segmentation, we will further look
at the levels of market segmentation.

Levels of Market Segmentation

The level of marketing segmentation is dependent on the marketing plan of the
marketer and the product attributes. There are four different levels of market
segmentation.
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1 Segment marketing

1 Individual marketing

1 Niche marketing

1 Local marketing
Segment Marketing

In segment marketing, we divide the entire marketing into a bunch of customers
with respect to some common characteristics. That common characteristics may
be taste, preference, choice etc. Segmenting this market is a very complex process
as there are no criteria for the above attributes

Individual Marketing

In this case, the customers are targeted individually by e -mail, SMS, calls etc.
However, in order to make this marketing successful, we have to reduce the degree

of heterogeneity.

Niche Marketing

In this type of segmentation, the small markets are targeted taking into
consideration customer taste, preference, income and purchasing power.

In this type of market, we have to care for the bargaining power, the discounts, free
gift, bonus points, free d  elivery, lucky coupons and post purchase voucher.
Local Marketing

In this type of segmentation, generally the local markets are targeted.

The organizations try to create patriotism in the mind of the customer by following

the sl ogan 0See gAgandhteytake help ef low o -castladvertisements,
low transportation costs, frequent delivery, speedy services etc.

Marketing segment are determined depending on the targeted consumer groups for
particular products.

Steps in Market Segmentation

Segmentati on is the process of creating small portions within a broad market to
choose the right target market for various brands. Market segmentation assists the
marketers to devise and execute relevant strategies to sponsor their products
amongst the target market

A market segment consists of people who have identical choices, interests and
preferences. They generally think on the same lines and are biased towards similar
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products. Once the enterprise selects on their target market, they can easily codify
strategi es and plans to make their brands fashionable amongst the consumers.

Let us now discuss the steps in market

Identify the Target Market

Identifying the target market means choosing the group of audience who could be
a potential customer fort  he product. By identifying the target group, the marketing
strategies can be prepared and products can be shaped.

segm

For example T Different segments of cars ar

like the SUV for consumer who likes adventure and prefers o utdoor road trips and
the Sedan for luxury seeker consumer.

Identify Expectations of Target Audience

Expectations of different audience vary as per their requirement from the product.
The demand and requirement of the target consumer changes and the compan
should keep a track of it and change its strategy as needed. For example, Instant
noodl es are designed for consumers who

Create Subgroups

Creation of subgroup specifies the group it is targeted at and consumers from that
group can easily relate to the product. This gives the product an edge in market
over other products. For example, Face wash has created subgroups such as men
and women and advertisements are made accordingly.

Review the Needs of the Target Audience

| t & s rtanm@review the needs of the target audience for upgrading the product

or shaping the product as per the req
demands change from time to time and the product has to adapt as per the changes

in demand.

Name Your Marke t Segment
Segments should be given an appropriate nhame so that the products in that

segment can be easily identified.

For example T Stores have segments 1|ike
the idea of the products in that segment.

Marketing Strat  egies

Marketing strategies are meant to promote and advertise the product. They change
as per the segment. Advertisements should be for the target audience so that there
is a link between the product and the consumer.
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Review the Behavior

The review of target consumer gives an insight into the product. Demands vary
differently at a particular time of the year and perception of product changes. By
taking review of these behaviors, marketing can be planned accordingly.

Size of the Target Mark et

|l tds I mportant to acquire information about
for sales planning and forecasting. These steps have to be considered for
segmentation of marketing and targeting the product at the potential customers.

Marketing Mngmt - Demand Forecasting

Demand forecasting is an assumption of demand in future. By using demand
forecasting, a company makes suitable plans for upcoming challenges or demands
and takes suitable action to tackle that them.

Demand forecasting can be dividedin t o t he f ol |l owing two maj (
1 Short run forecasting T 1 s made t o-tefmuargéts, likd prepahnation of suitable
sales policies to increase the sales or proper planning for inventory as per the required
demand.
1 Long run forecasting T i s otosmadeforlong -termtargets like planning of capital
or assets.

Short run and long run demand forecasting is used as per the requirement of the
enterprise. These forecasting types are explained in further section.

Steps in Demand Forecasting

Following factors should be considered for assumption and fulfillment of short and
long term demand forecasting.

1 Identifying the most relevant method for forecasting.
1 Predicting factors involved, which affect the demand of the product.
1 Acquiring the data about the factors that affect demand.

1 Finding the most suitable relation among independent variables and dependent

variables.
1 Preparing the demand forecast and analyzing the results.
1 Demand forecasting can be accomplished by following th e above steps.

The tool s or met hods used to forecast de man
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1 Quantitative techniques

1 Qualitative techniques

Quantitative Techniques

These techniques are used for both short run and long run forecasting; however,
for short an d long run forecasting, this method can further be sub divided as per
forecasting type. The following are the tools for short -run forecasting I

Moving Average Method

This method is used to plot a trend in the demand. In this, average demand of
different ti me frame is taken (for example, 2 years, 3years, etc.) for getting an
assumption of future demand.

Example T Find the 3 yearly moving averages
Year Production
1999 42
2000 46
2001 47
2002 39
2003 54
2004 65
2005 66
2006 60

Solution

Year Production 3 Yearly MT 3 Yearly MA
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1999 42 T T
2000 46 136 45.33
2001 48 133 44.33
2002 39 141 47
2003 54 158 52.67
2004 65 185 61.67
2005 60 T T

Exponential Smoothing Method

This method is mostly used for short -term forecasting. It is derived from moving
average and modified. It is based on weighted averaged of observed value. It
smoothens the trend where weighted value remains between 0 and 1.

1 St=W.Yt+ (1 -W). St-I [St= Cur rent smoothened value (predicted)]
1 Yt= Current observed value.

1 W =weighted value or rate of trend.

Time Series Analysis

Time series analysis is commonly used for long term demand forecasting. The
foll owing are some of its components T

1 Seasonal variation
1 Cyclical variation
1 Random variation
1 Irregular variation
To measure the components of time series,

1 Semi Average Method

1 Moving Average Method
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1 Method of Least Square

These methods can be used for time series analysis as per demand forecasting
requirement of an enterprise.

Econometrics Method

This method for demand forecasting is an analytical method. In this method,
different methods of economics and mathematics are used to forecast the demand.

This method providestheli  berty to assume multiple variables so it is more accurate
in real business situations.

This method is based on the following crite
1 Demand for a product is based on several factors.
1 The determinants are independent variables but the demand is the depen dent variable.
1 There is a constant interaction between demand and its determinants.

1 There is a constant interaction between the independent variables. The independent
variabl es ar e divided i nBxagenoud w dnon -€con@EECS) T
and Endogenous (economic s).

This type of interaction can be estimated by statistical method. The forecast is
divided into the set of linear or non -linear equations. These principles should be
taken into consideration while using the econometrics method for demand
forecasting.

Quialitative Techniques

Let us now discuss some of the qualitative

Buying Intention Survey Method

In buying intention survey method, the survey is conducted on the product; several
guestions regarding the product are formu lated. The participants are asked for
reviewing/rating the product based on different criteria like taste, preference, cost,
expectation, etc. These reviews are summarized and a report is prepared for
consumer demand of the product.

Sales Force Opinion Met  hod

In sales force opinion method, different territorial sales demands are collected to
forecast the demand of a product. Then individual territory demand is combined to
produce a final report of the market demand. This method is difficult to execute
due to improper skill of salesmen. However, with appropriate skills, accurate

predictions can be forecasted.
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Marketing Management - Product Life Cycle

Product life cycle is the timeline of demand for the product from its initial stage of
introduction.

SALES/PROFITS ($)

E PROFITS
6 — j/\ > TIME
PRODUCT INTRODUCTION GROWTH MATURITY DECLINE
DEVELOPMENT

PRODUCT LIFE CYCLE

Let us now discuss the various stages of a product, starting from its innovation to
its decline stage.

Stages of Product Cycle

Productlif e cycle can be defined as the life cycle of the product. It means the various
stages a product sees in its complete life span.

Product | ife cycle comprises of the foll owi
1 Introduction or innovation
1 Growth
1 Maturity

1 Decline

Let us start by describing the first stage we have in the product life cycle, that is,
the introduction stage.

Introduction Stage

The product is introduced in the market in this stage; it is the initial stage of the
product.
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1 Sales of the product are low in  this stage because there may not be a need of the product
in the market.

1 The product may undergo brand trouble.
1 In this stage, there is very little or no profit.
1 The demand for the product is created and developed in this stage.
After this initial stage,  the next stage of the product is the growth stage.

Growth Stage

In this stage, the demands and market share increases as well as competition
emerges in the market.

1 Generally, the price remains constant in this stage.

1 Marketing and promotional expenses incr ease.

1 There is rapid increase in sales.

1 The manufacturing cost decreases so there is increase in profit margin.
1 It penetrates other market segment.

In the growth stage, there is a boom in the demand of the product and the profit
increases substantially.

Maturity Stage

The price of the product is comparatively low, but the advertisement and promotion
cost increases in this stage.

1 This stage remains for a comparatively longer duration.

1 In this stage, there is high competition.

1 Profit is decreased.

1 Salesgrowt h can be divided into the following
o Growth
o Stability
o Decay

In growth, there is an increase in the demand of the product. In stability, the
demand of the product remains constant. In decay, there is a slight decrea se in the
demand.
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Decline Stage

There is a decrease in sales in this stage. Demand of product also decreases.
1 There is decrease in the price of the product.
1 Margins are lowered.
1 There is introduction of new product in market.
1 New strategies are implemented.

This is the final stage of the product. There is a decrease in demand and sales of
the product.

Importance of Product Life Cycle

Product life cycle is an important tool for market forecasting, planning and control.
Product | ife cycle is important in various ways. The situation of the product can be
analyzed properly and changes can be made in order to increase profit. Some other
i mportant features are T

1 Helpful in formulating a proper product policy, production and pricing.
1 Helpful in modifying the marketing policy.

1 Helpful to the marketer regarding competition.

1 Cautions the management about the decline stage of the product.

New Product Development Process

If a company needs to launch a new product in the market, there is a di fferent
development process to be considered. The following are the factors contributing to
new product development T

1 Demand in market

1 Acceptance of a product in the market

1 Acceptance of company strategy in market

1 Economic viability of the product

1 Changing the product as per consumer preference
1 Adapting as per technological development

1 Consideration of Government Policy

The development process has to consider these different perspectives for product

development and has to adapt as per the market dem and.
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The f ol owing are the different stages of n
1 Stagel T Generation of new product ideas
1 Stage 2 Screening and evalwuation of ideas
1 Stage 3 Devel opment and testing of concept
1 Stage 4 Devel opment of advertisement and promot.i
1 Stage5 Anal ysis of business
1 Stage 6 Devel opment of product
1 Stage7 Testing product in market
1 Stage 8 Commercialization of the product

Development of a new product follows a long process, from

the generation of an

idea to the commercialization of the product in the market.

Marketing Mngmt - Branding of a Product

Branding can be the name, logo, concept, etc., which differentiate the product or
service from the other competitors in the market.

Reasons for Branding

Branding is aimed at promoting your own product. Let us now see why branding a
product is essential.

1 It makes the promotion process easy.

1 Itincreases the rate of success in advertising.
of

T I't creates an i mage t rhirels, whiclo lek/she tan ielatetc. u st o me r

1 Brand signifies the organization.

1 Brand creates product loyalty and stabilizes sales.

1 It differentiates the product from other competitors in market.
1 It makes the introduction of a new product easier.

1 Branding creates a difference from other products, which helps to tackle price

competition.

Branding of a product has many upsides; by creating a brand, the product can be

stabilized in the market for a longer duration.
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Branding Strategies

Branding strategy can be dividedin t o t he foll owing two types

1 Producer strategy

1 Middleman strategy
Producer Strategy

The following need to be considered for pro
T Marketing under producerds brand
1 Developing a market preference for branded parts or materials
1 Marketing the product under a renowned middleman brand

This strategy is used by the companies or manufacturers to build a brand.
Middleman Strategy

In this strategy, the manufacturer uses a known distributor brand to advertise the
product.

1 Itis the middle men or distributor brand policy.

1 Itis used by companies without adequate finance for advertisement and promotion.

1 This can be an advantage to the producer in market.

Positioning a Brand
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