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Chapter 2

Understanding
Business Market and
Environment

DINH Tien Minh (Ph.D.)

@ Understand types of business customers
and classification of industrial goods and
services.

@ Know purchasing orientations and
practices of business customers.

@ Understand environmental analysis in
business marketing.
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Types of business customers (B.C)
Classification of industrial product
Purchasing orientations of B.C
Types of buying situations
Environmental analysis of B.M

Questions and Homework

1. Types of Business Customers

Dihs]:‘:l::::s Intermediaries/ Middlemen, reselling to OEMs,
: Users, Government firms
Dealers
Commercial Equlgmal : Purchase the goods to incorporate them into the
: uipmen
enterprises roducts they produce (A Truck producer).
P Manufacturers £ 4 2
Purchase products to support manufacturing or
facilitate business operations (Drilling machine)
Public Fector —| Railways, Bus, Airplane. |
Government pats
-
i Government
; —‘i State electricitv boards. Defense units I
undertakings

®OE®

www.dinhtienminh.net

Krishna K Havaldar (2010), Business Marketing, McGraw Hill, 3™ edition, p16.
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1. Types of Business Customers ®

Public
. Government Hospitals, Prisons
Institutional institutions _I l
L
customers Private
institutions _{ Hotels, Schools, Colleges I
Manufacturing
; Sugar Cooperative Society
Cooperative umits _I l
— . N
societies -
on- ) . .
mamfacturing | Cooperative banks,.Ht.Jusmgcuoperame
) societies
units

@@ Krishna K Havaldar (2010), Business Marketing, McGraw Hill, 3" edition, p16.
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2. Classification of Industrial Product o

These goods | p—— Basic products like iron ore, crude oil, fish,
enter the final fruit, vegetables
product directly
} L, Mmufafmed - Acids, fuel o, steel, chemicals
Materialsand | | |  materials
art: . 5 5 s
parts ' Component | | These are semi-finished parts like bearings, TV

parts tubes, gauges, small motors, batteries, tyres

These are semi-finished goods like exhaust pipe
in motorcycle

— Subassemblies —

@@ Krishna K Havaldar (2010), Business Marketing, McGraw Hill, 3™ edition, p18.
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2. Classification of Industrial Product (o)

Hang hoa dau vao (Materials and Parts):

Nguyén vat liéu thé (Raw Materials) Vat liéu va phu tung san xuat Vat liéu phu (Subassemblies)
San phdm néng nghiép (ca chua, lGa mi, hoa ar fia . . £ n
qué)‘p 9 nghiép ( « Vatliéu da qua gia cong (acids, fuel, steel) * Vat ligu phu thuong duoc sén xuét va
San pham khai théc tir thién nhién (quéng s&, ® Phu ting ding lap dat tryc tiép vao san phém cung cap béi nhitng nha ban hang.
gb). ) ' (electrical motor, batterie). o Vd: Ong khéi (6ng pd — exhausted pipe)
Vd: AT&T mua khéi luong déng ké déng, vang, * Vd: Ford va GE chi hang trigu USD hang nam cia xe may hay xe ot6 duong dai
bac d& san xuét dién thoai va cac thiét bi lin cho nguyen liéu thép. (passenger car).

lac.
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2. Classification of Industrial Product o

Hand tools, Dies, Jigs, Computer terminals

Furnaces, Machines, Turbines

These goods are L
used in production ; N
¥ equipment or
progess :
f Accessories
| Capitalitems | — | gtallations or
—p
Heavy
Equipment
Plant and
Building

Offices, plants, Warehouse, Parking lots,
Housing, which are real estate property
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Krishna K Havaldar (2010), Business Marketing, McGraw Hill, 3™ edition, p18.
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2. Classification of Industrial Product ©

Hang hoa vén (Capital ltems):

Hang héa thudc danh muc dau tw vi dwoc st dung hét hodc khau hao.

+ Thiét bi nhe/ linh kién (Light Equipment): Xe day hang, may khoan.

+ Thiét bi nang (Heavy Equipment): Hé& théng may mdc, 10 luyén kim, Turbines.

+ Quyén s dung nha xwéng, dat dai (Plant and Building): Van phong, nha kho, bai

dau xe.
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2. Classification of Industrial Product o
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These goods/
services support
the operations

Supplies and
services

Suppliers

These are operating and maintenance suppliers
like fasteners, fuels, packaging materials,
lubricants, paints, electrical items

Services

|| Legal, auditing, advertising, courier, marketing

research

Krishna K Havaldar (2010), Business Marketing, McGraw Hill, 3™ edition, p18.
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2. Classification of Industrial Product

Hang héa hé tro:

La céc dich vu hodc thiét bj van phong hé tro cho hoat déng cla td chirc.

< Hang héa, Thiét bi van phong (Supplies):

+ Hang héa hé tro hoat ddng (may in, may chup hinh, gidy, mau don kinh doanh, van
phong pham).

+ Thiét bj stra chiva va bao tri (son, c vit).

+ Cac dich vu (Services):

* Dich vu stra chira va bao dwéng (stra chira may tinh).

+ Dich vu tw van kinh doanh (tw van quén ly, luat phap, quéng céo).

POO®
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Hay phan loai cAc san pham dwéi day:

+ B, viét, kéo, bang keo.
+ May bao, may khoan. ﬂ
+ Dich vu don dep vé sinh, tw van phap ly.
* May céan thép, may cudn thép.

+ Xe nang hang, xe day hang.

+ Toa nha van phong, nha xwéng lap rap.

+ Pong co, 6ng pd xe may.

- Vai, dong co dién, thép. “ ﬂ

» Salad, ca chua, hanh ngo, bw&i cam.
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3. Business Customer’s Purchasing orientation

Business buyers choose

Supply Chain
Buying Procurement Management
(SCMm)*

(*)James C. Anderson & James A. Narus, Business Market Management, Pearson

®OEE Education, Inc., 2004, 91-105.
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3. Business Customer’s Purchasing orientation

3.1 Buying orientation: This purchasing firm has a narrow and short-term focus. The buyers

follow the practices as below:

* Follow the

purchase p
the factors

the product is Comp2igy
price is the on
negotiated.

» Multisourcing:
quotations frol
who compete
purchase.

qualifiers.
* The qualifi
invited to n
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3. Business Customer’s Purchasing orientation o

3.2. Procurement orientation: This purchasing firm has a long-term focus. The
buyers seek both quality improvements and cost reductions.

« Collaborative relationship with major suppliers:

» Both Supplier and Buyer must trust one another.

» Have inter-firm team who implements J.I.T and quality assurance.

* The integrative negociation includes focusing on common interests and goals.

+Working closely with other functional areas:

« Clarify the specifications of the products or services.

» Ensure the quality of purchased goods.

» Keep timely availability of products or services.

» Work closely with manufaturing group on Materials Requirement Planning (MRP).

3. Business Customer’s Purchasing orientation

3.3. Supply Chain Management Orientation:

It concludes coordinations and integration of many functional teams within the company and
with other organisations in the whole value chain.

* The company focus on how to improve the whole value chain from raw materials to end-

users.
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3. Business Customer’s Purchasing orientation ©
3.3. Supply Chain Management Orientation:

Suppliers
* Work with

company. partnering
* Group its

5. Environmental analysis in B.M

Types of Environment:

Examples

Company location and reputation,
R&D and Production facilities,
human and financial resources,

(Strengthand

Widkineds éaliisi) marketing effectiveness
— Customer
: ‘ :I\;Igc:r;: - }—>—’ Competitors
(Affects a — Suppliers
peticulacfion) Economic
(Opportunityand | __________ — Demographic
Threat analysis) L. _I\fle_u_:r_o_ 7 Natural
(Affects all firms) |, Technological
— Government, Political, Legal
—> Culturaland Social
L> Public

@@ Krishna K Havaldar (2010), Business Marketing, McGraw Hill, 3™ edition, p28.
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5. Environmental analysis in B.M o

% Organizational Factors:

» Successful marketers must understand their customers’ structures, policies, and
purchasing systems.

+ Some firms have centralized procurement, others delegate it throughout the units.

* Many companies use multiple sourcing to avoid depending too heavily on a sole

supplier.
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5. Environmental analysis in B.M o

s Environmental Factors:

« Economic, political, regulatory, competitive, and technological considerations
influence business buying decisions.

» Example: Natural disasters, such as Katrina; Rising fuel prices.
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5. Environmental analysis in B.M o

Example of Competitors:

Avoid Head-On Competition!
( Know the Market Situation! )

l

Visirersreity Monopolistic li I Pure
RO [[ Sl J[@?:w‘g»guw] Oligopoly
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5. Environmental analysis in B.M o
Example of Competitors:

Quality
High | Medium | Low

High 1 2 3
8 | Medium 4 5
&

Low 6 7 8

®OO® Based on your industry/ product chosen, what are your cells and why?
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5. Environmental analysis in B.M o

% Interpersonal Influences:

* Many different people influence B2B buying decisions, sometimes as individuals
and sometimes as part of a committee.

» Marketers must know who the influencers are and understand their priorities.

» Sales personnel must be flexible and have a good technical understanding of

their products.
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5. Environmental analysis in B.M o

s The Role of the Professional Buyer:

* Many organizations rely on professionals, often called merchandisers, who
implement systematic buying procedures.

* Firms usually buy expense items with little delay but carefully consider capital
purchases.

» Corporate buyers often use the Internet to identify sources of supplies.
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6. Questions and Homework ©

1. Explain with an example an OEM (Original Equipment Manufacturer) customer, ‘how an OEM
customer is different than a user customer?’

2. What are the major differences between supply chain management orientation and buying
orientation?

3. Why companies carry out environment analysis? Mention major micro and macro environment
factors or forces.

4. Can a customer be classified as an OEM as well as user customer? Explain with an example.

5. A major electrical equipment (like transformers and switch-gear) manufacturer try to have
collaborative relationships with high business potential government organizations like State

Electricity Boards. What are the possibility of success of this strategy? Explain the reasons.
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