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Objectives

«»*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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2.1. Types of Business Customers

D?":;::‘;’ﬁ ntermediaries’ Middlemen, reselling o OEM,
. Users, Government firms
Dealers
Commereial Originzl ‘Purchase the goods to incorporate theminto the
coterprises ||| PP T progucts they produce (4 Truck producer)
Business/ Purchase products to support manufacturing or
Industrial Users facilitate bu operations (Drilli i
customers
Pibli sector Railways Bus Airplane |
Government | | units
customers

Stae slectricity boards Defense urits |
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\_ Krishna K Havaldar (2010), Business Marketing, McGraw Hill, 3¢ edition, p16. _..__:.ﬁ )
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2.1. Types of Business Customers (cont’)

Public —
institutions Government Hospitals, Prisons |

Institutional
customers

B Private

— Hotels Schools. Colleges |
Industrial
‘customers

Sugar Cooperative Society |

Cooperative
societies

societies

Non-
<{ Cooperative banks, Housing cooperative

\_ Krishna K Havaldar (2010), Business Marketing, McGraw Hill, 3¢ edition, p16. _..__:.ﬁ )
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2.2. Classification of Industrial Product

These goods i ke i

£o0 - Basic products like iron ore, crude o, fish,
enferthe h:ml fuit, vegetables
product directly

Menufactured <l Acids, fuel il stee], chemicals

Materials and materials

J“ s

Component | | These are semi-finishedparts ike bearings, TV
parts tubes, gauges, small motors, batteries, tyres

Thesear finished goods like exhaust pipe

Subassemblies .
in motorcycle

\_ Krishna K Havaldar (2010), Business Marketing, McGraw Hill, 3¢ edition, p18. —----:- Y,
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2.2. Classification of Industrial Product

These goods are T
<ed in produci :

= l:pl . - equipment of # Hand tools, Dies, Jigs, Computer terminals |
Accessories

—* Copitalitems — | fpetallations or

I Heavy —| Fumaces, Machines, Turbines |
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_ Equipment
Plantand | | Offices, plants, Warchouse, Parking lots,
Building Housing, which are real estate property
Krishna K Havaldar (2010), Business Marketing, McGraw Hill, 3 edition, p18. A{\
\ —
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2.2. Classification of Industrial Product

These goods/
services support
the operations
Th ing and suppliers
l perating suppl
Supples and Suppliers like fasteners, fuels, packaging materials,

L lubricants, paints, electrical items
services

Legal, auditing, advertising courier, marketing

Tesearch

Krishna K Havaldar (2010), Business Marketing, McGraw Hill, 3¢ edition, p18. AC
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(" 2.3. Business Customer’s Purchasing )

orientation

“*Business buyers choose one of the three
purchasing orientations:
= Buying
= Procurement
= Supply Chain Management (SCM)*

(*)James C. Anderson & James A Nafus, Business Market Management, Pearson
\ Education, Inc., 2004, 91-105.
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(" 2.3. Business Customer’s Purchasing )
orientation (cont’)

Purchasing Orientation of Industrial Customers
CSupply Chain M; D

D>

" Buying N

—
Component
and

|4 Subassembly (D;cm;mu;rs,
Suppliers || Final . alers }
Sl Assembly -

A

Krishna K Havaldar (2010), Business Marketing, McGraw Hill, 3" edition, p21.

Intermediaries
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(" 2.3. Business Customer’s Purchasing )

orientation (cont’)

1. Buying orientation: This purchasing firm
has a narrow and short-term focus. The
buyers follow the practices as below:

= Lowest Price:

« Always select the lowest price supplier.

*Quality and availability are the factors considered as
qualifiers.

- The qualified suppliers are invited to negociate.

* The negociation style used is WIN & LOSE.

(" 2.3. Business Customer’s Purchasing )
orientation (cont’)

1. Buying orientation:

= Gain Power over the suppliers by using
commodification & multisourcing:

» Commodification: Buyers tell .that”the product is a
commodity and price is the only thing to be negotiated.

» Multisourcing: Buyers ask quotations from several
suppliers who,compete to get more share of purchase.




(" 2.3. Business Customer’s Purchasing )
orientation (cont’)
1. Buying orientation:
= The tactics used for avoiding risk are:
« Follow the standard purchase procedure of company.
» Work with the suppliers who proved their performance.
g J
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(" 2.3. Business Customer’s Purchasing
orientation (cont’)

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.1.T and quality
assurance.

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

J
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(" 2.3. Business Customer’s Purchasing )

orientation (cont’)

2. Procurement orientation:

= 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).
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(" 2.3. Business Customer’s Purchasing )

orientation (cont’)
3. Supply Chain Management Orientation:

= |t 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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(" 2.3. Business Customer’s Purchasing h

orientation (cont’)
3. Supply Chain Management Orientation:

I. Deliver Value to End-Users:
« Study to understand the requirements of end-users.

« Direct the entire supply chain to deliver superior value
to them.

)
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(" 2.3. Business Customer’s Purchasing )
orientation (cont’)
3. Supply Chain Management Orientation:
Il. Outsource Non-core Activities:
« Identify the core competence of the company.
»Group its products and services into strategic and
nonstrategic systems.
»Outsource those syétems that has become non-
competitive, i
J
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(" 2.3. Business Customer’s Purchasing )

orientation (cont’)

3. Supply Chain Management Orientation:

I11. Support _collaborative _relationship __ with
major Suppliers:

*Work with major suppliers in partnering relationship
that require cooperation, .communication, trust and
commitment. :

* The objective jis'to lower total cost, increase value in
order to achieve mutual benefits.
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2.4. Purchasing Practices

1. Purchasing in Commercial Enterprises

= The purchasing practices depend on the nature of
business and the size of the commercial
entreprise as well as the volume, variety, and
technical complexity of the products purchased.

= The purchase decisions involve persons from
departments ' such as production, material,
finance, engineering...

J
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2.4. Purchasing Practices (con‘t)

Step

Activity

Responsibility

1.

User department initiates the process by
issuing purchase requisition (P.R) to the
purchase (materials) department.

User department (e.g.
Production,
Marketing,)

Check if the material required is in stock. If
yes, the material is issued to the user
department and the P.R. is filed, indicating
action taken. ’

Purchase department

If the material (required as per P.R.) is not in
stock, then identify potential suppliers, get
quotations, negotiate, select supplier(s). and
issue purchase order (P.O.)

Purchase department
(for negotiation and
selection, technical &
finance  departments
are also involved).

The supplier/ vendor acknowledges the P.O.

Supplier (or vendor)

-
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2.4.

Purchasing Practices (con’t)

Step

Activity Responsibility

5,

Follow-up with the supplier (if required) on| Purchase
delivery department

The supplier des-patches the material and| Supplier
informs the dispatch details (such as invoice
and truck receipt number and date, invoice
value, transporter name)  to purchase
department

On receipt of material, stores (or receiving| Stores
department) checks the material against
delivery and P.O. and issues material receipt
report (M.R.R.)

8/
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2.4.

Purchasing Practices (con’t)

Step

Activity Responsibility

8.

Quality  control  (or inspection)| Quality or
department inspects the material and| inspection
issues inspection report (I.R.) department

Purchase department issues supplier| Purchase
invoice along with M.R.R and I.R. to| department
accounts department for payment and
closes the order;if'it is executed fully

10.

Accounts department checks all the| Accounts (or
above documents with P.O. and issues| finance)
payments to supplier department

\_ Krishna K Havaldar (2010), Business Marketing, McGraw Hill, 3¢ edition, p23.
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2.4. Purchasing Practices (con‘t)

1. Purchasing in Commercial Enterprises

The major tasks in purchasing process are:

» Identifying potential suppliers.

» Negotiating and selecting suppliers.

» Ensuring right quality and guantity of material at the
right time. L

*  Along-business relationship with the suppliers.

-
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2.4. Purchasing Practices (con’t)
2. Purchasing in Governement Units
= The suppliers must fulfill a set of standard terms
and conditions issued by procurement Dept.
= There are several methods of purchasing:
*  Closed/ Sealed Bidding:
*  Open Bidding/ Open Tender.
*  Reverse Bidding (Buyers set the highest possible
bidding price that they accept).
* Government contracts (Fixed-price contract, Cost-
reimbursement contract).
ey
g J
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2.4. Purchasing Practices (con’t)
Global Tender of India Government
India Government Mint
(A unit of Security Printing and Minting Corporation of India 11d)
‘Wholly owned by Govt of India
ShahidBhagatsingh Road, Fort, Mumbai — 400023, INDIA
Tel. 2661735 Mobile: 9969000766
Fax: 022-22661450, Email: mintmumbai@vsnl net
Wiislic wwwpentiinlrons -
Notice of Global Tender
NOIGM-MGTBMCC 2012 Date: 22-12-2007

Global Tender Notice
India fint gh Road, Fort, Mumbai invites sealed tend 2N 1
bid and price bid in separate sealed covers for supply of Bi-Metallic Composite Coin Blanks

| Tiame for Last date and time | Due date and
for receipt of duty | time for opening

EMD amount to
Smolion el filled and sealed of Techno.
supply

Description | Quantity avcuat feider

| Bi-Metallic 300 Million Rs. 200,00,000/- | 52 weeks from the 01-02-2008 up to| 01-02-2008 at
Composite | Pieces (Rupees Two date of clearance of | 14.00 Hrs 15 Hrs
CoinBlanks | approx.. Crare only) R s
2315 “MTS" ty Million | SAMPlE
Rupees only)

\_ Krishna K Havaldar (2010), Business Marketing, McGraw Hill, 3¢ edition, p25. _.___:.k )
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2.4. Purchasing Practices (con‘t)
3. Institutional Purchasing
= |Institutional buyers are either the government or
the private organisations. Thus, they follow the
government purchase procedures or commercial
enterprise’s One. :
J
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2.5. Environmental analysis in B.M

Types of Environment

Examples
Company location and reputation,

R&D and Production facilities,

human and financial resources,
(trengh it marketingeffectiveness
Weakness analysis) 8

Competitors

(Affects a

Suppliers
particular firm) —
(Opportunity and R . I—> Demographic
Threatanalysis) % Macro —J Niritral

Cultural and Social

(Affects all firms) | Technological
% Government, Political, Legal
Public

\_ Krishna K Havaldar (2010), Business Marketing, McGraw Hill, 3 edition, p28. _.._!..g.k )
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2.5. Environmental analysis in B.M (con’t)

+«+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.

1/2/2017
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2.5. Environmental analysis in B.M (con‘t)
“*Environmental Factors
= Economic, political, regulatory, competitive, and
technological considerations influence business
buying decisions.
= Example: Natural disasters, such as Katrina;
Rising fuel prices.
. - J
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Example of Competitors
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Example of Competitors

g

Quality
High | Medium | Low

High 1 2 3
8 | Medium | 4 5
a

Low 6 7 8

Based on your industry/ product chosen, what are your cells and Whyw

I

s

2.6. Questions and Homework

1.

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

What are the major differences -between supply
chain  management orientation and  buying
orientation? :

Why companies carry out environment analysis?
Mention major micro and macro environment

factors or forces.
A@ e
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2.6. Questions and Homework (Con’t)

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

2. A major electrical equipment (like transformers
and switch-gear) manufacturer- try to have
collaborative relationships:'with high business
potential government ‘organizations like State
Electricity Bqards. What are the possibility of
success of this strategy? Explain the reasons.
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