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PREFACE

This book is written specially for PSA Commerce
Department students who are taking Business
Marketing as part of their program requirements. The
subject Business Marketing is also in a period of
transformation, reflecting the changing face of the
general business ranging from heavy industries,
services, information of product and the increasing
prominence of international opportunity.

Many years ago, the subject was called Industrial
Marketing as well Business Marketing and Channel
Management, the ongoing global changes has reflected
a broader range of enterprises that rightfully fall under
the umbrella of business marketing.

The book provides knowledge to the world of business
marketing in which students will be exposed to the
marketing concepts used in business marketing. It will
also focus on business buying behavior as well as
business distribution channel. Primarily aimed to be
used as guidance for them in studying and answering
guestion with regards to Business Marketing.



This book was drafted in accordance to the
polytechnic’s latest syllabus. It is also valuable to
students in other higher learning institutions whom are
pursuing the same courses such as accounting,
marketing, and business studies. The book contains
questions that relates to the topics under Business
Marketing.

The authors encourage students to discuss it with their
lecturers and friends without relying on the answers.
This is to ensure that the Outcome Based Education
(OBE) can be implemented and put into practice so that
it will uphold with the PSA missions and visions.

It is our sincere wish that students may find this book
useful and use it as valuable aid in understanding the
subject.

Siti Salwa Binti Badiozaman
Kaharuddin Bin Osman
Maziharita Binti Mohamood



Siti Salwa Binti Badiozaman

Hi, I'm Siti Salwa Binti Badiozaman.
| have a marketing background as
well as an industrial exposure in
human resources. With over a
decade of the
industry and education, I've worked
with people from all walks of life
and understand the unique
challenges faced by every students
that | have taught. | strive to create
more access to education and
resources. I'm thrilled to be a co-
author of this e-book, and to share
my perspective and expertise with

experience in

students everywhere.
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Maziharita Binti Mohamood

Hello there, I'm Maziharita Binti
Mohamood, a marketing
professional with over a decades of
experience in the field of education.
I'm passionate about teaching and
sharing of knowledge among my
students as well as aiding them to
achieve their ultimate goals in
learning. Through my work as a
lecturer and educator, I've seen
firsthand the power of marketing
literacy and the impact it can have
on people's lives. I'm excited to
share my knowledge and insights in
this e-book for every polytechnic
students.
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Kaharuddin Bin Osman

Hi, I'm Kaharuddin Bin Osman, have
more than 2 decades experiences
and exposure and educator in the
marketing field. I've been working
with people and students from all
walks of life. It gives me great
pleasure to share my educational
and resources. |I'm thrilled to be a
co-author of this e-book, to share
my expertise with students
everywhere.
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MAZIHARITA AND KAHARUDDIN
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INTRODUCTION

Marketing is the act of satisfying and retaining
customers. It is one of the primary components of
business management and commerce, typically
conducted by sellers, and they can either be retailers,
wholesalers or even manufacturers.

Products can be marketed to other businesses or
directly to consumers. Tasks contracted to dedicated
marketing firms such as media, market research,
advertising agency, trade association or government
agency. These activities are done on behalf of an entire
industry or locality, often a specific type of food (e.g.
Got Milk), food from a specific area, or a city or region as
a tourism destination.

Market orientations are philosophies concerning the
factors that should go into market planning. The
marketing mix, which outlines the specifics of the
product and how it will be sold, including the channels
that will be used to advertise the product, is affected by
the environment surrounding the product, the results of
marketing research and market research, and the
characteristics of the product's target market. Once
these factors are determined, marketers must then
decide what methods of promoting the product,
including use of coupons and other price inducements.
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Business marketing on the other hand is a marketing
practice of individuals or organizations (including
commercial businesses, governments, and institutions).
It allows them to sell products or services to other
companies or organizations, who either resell them, use
them in their products or services, or use them to
support their work. The marketing field can be broken
down into many sections such as business-to-business
(B2B) marketing, business-to-consumer (B2C)
marketing, and business-to-developer (B2D) marketing.
However, the contents of business marketing that we
are particularly interested in sharing, typically
associated with the business-to-business sector.

Vi


https://en.wikipedia.org/wiki/Marketing
https://en.wikipedia.org/wiki/Resell
https://en.wikipedia.org/wiki/Business-to-consumer
https://en.wikipedia.org/wiki/Developer_relations

TOPIC 1

INTRODUCTION TO BUSINESS MARKETING

TOPIC OUTLINE

1.1 WHAT IS BUSINESS MARKETING?

1.2 BUSINESS MARKET AND CONSUMER MARKET
1.3 PROCUREMENT OR PURCHASING PROCEDURES
1.4 ETHICS IN BUSINESS MARKETING

::-J ;:.p-:
5T
}-!. |DE§.¢FIN.&NCE

4 e \ BUSINESS

MOTIV ATION
=i

TARGET

01



TOPIC 1

INTRODUCTION TO BUSINESS MARKETING

1.1 What is business marketing?
1.1.1 Definition of business marketing

Involves those activities that facilitate exchanges
involving products and consumer in business markets.

It includes all organizations that may buy goods and
services for use in production of other products and
services that are sold, rented, or supplied to others.

Business to business customers include manufacturers,
wholesalers, retailers, and other types of organization
such as hospitals, universities, and government units.

[llustration based on marketing of salt:

MARKETING OF SALT

Business Marketing Business Marketing Consumer Marketing
MeDonalds

Salt is added to
fries \
You

Salt mine—— Morton’s Salt Kroger
Saltis sold in

shakers
Salt is mined Salt is processed into I
food-grade or
industrial grade salt General Foods

Salt is added to
frozen dinners
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1.1.2 Roles of business marketing

Meeting the needs of other businesses, though
ultimately the demand for the products made by these
businesses is likely to be driven by consumers in their
homes.

As competitors are in the same position, this makes
gathering good quality intelligence absolutely critical. B2B
marketers are advised to undertake detailed market
research, combining this with upstream information in order
to build up a complete market intelligence picture.

Characteristic Of Business Demand
2 The demand for a company's products comes from (derived)
D EI‘IVEd the demand for their customer’s products.
Most demand originates with consumers.
Two products are used together and demanded together

JOint Both products are consumed at the same time
e.g. A firm that manufactures hammers needs same number
Demand of handles as it does hammer heads

Takes place if price changes have little impact on the
quantity of goods or services demanded. e.g. Automobile
manufacturers purchase headlights as component parts of
automobiles. If the price of headlights goes down, the
automaobile manufacturers are not very likely to greatly
increase the purchase of headlights.

i Patterns and preferences in the household market can
Fluctuati ng change the demand for industrial goods

Demand

03



The Chain of Derived Demand

Illustration based on manufacturing of a shirt:

) L - @
" (GaED <
N T 4 7
| o o - &

[ coton [ spinving [l weoving [N wiorins | Ea
Raw material #  Finished product
Low added value »  Highadded value
Low level of design # Highlevel of desig
High price sensitivity »  Low price sensitivit
Low brand loyalty ®  Highbrandloyalty
Regular purchase #  Irregular purchas

YOU MAKE HEADLAMP ASSEMBLIES FOR GM

Consumers
T Automobile

::::t P manufacturers  You sell more
produce more cars of your
company’s
headlamp
Consumers assemblies

-‘-‘-"“-“_‘ .
stop buying Automobile
- manufacturers 5 -
& ou sell rewer
stop making Neadlamp

cars assemblies

Business to business derived demand simplified
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1.2 Business market and consumer market

1.2.1 Differences between business market and
consumer market

Market - The market is geographically - Geographically disbursed, mass
Characteristics concentrated markets and standardized

- Relatively fewer buyer - More buyer

- Business customers buy larger - Buy in small quantities
quantities

- Technical complexity - Standardized

- Customized

- Service, timely delivery & - Service, delivery & availability
availability very important somewhat important

- Invelvement of various functional - Invelvement of family members
area in both buyer & supplierfirms - Purchase decisions are mostly
- Purchase decisions are mainly ~ made on physiclogical/sccial/

made on rational/performance psychological needs
- More direct - Indiract
- Fewer intermediaries/ - Multiple layers of
| Middlemen intermediaries
- Emphasis on personal selling - Emphasis on advertising
- Competitive bidding and - List price or maximum retail price
negotiated prices (MRP)

- | izt nricas for etandard neodoet

B2B: goods or services are sold for any use other

than personal consumption

Is it a B2C or a B2B Transaction?

Do the following exercise.

@ You buy a gear to fix your mountain bike.

J Ford b e same gearto fix a machine.

g Xerox bu jd{rpks fg.r its cafeterias.

@ You'start a landg€aping business and purchase a
= lawnmower.

‘9 Tbe Malaysian government buys.....anything.

pluirepzl L5
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B2B versus B2C Marketing Games

B2B Market B2C Market
Sizeo ivi

Key promotion method

Type of negotiations
Use of reciprocity

B2B vs B2C Marketing Game

1.2.2 Types of Business customers

Commercial Governmental
Enterprise Organizations

3 I
Indirect channel
+—| b = Federal .
members Non-business /non
profit organization.
Original Equipment Example :-
—  Manufacturers - State - Hospitals
(OEMS) -Colleges/university
- -museums
-labor unions
—  User-Customers — Local
-charitable
organizations
| | Overlaps of
category \ 06

.



1. Commercial Enterprise

Commercial enterprises are private sector, profit-
seeking organizations, purchase industrial goods and/or
services for purposes other than selling directly to
ultimate consumers. It is more useful from a marketing
point of view to define them in such a way as to
understand their purchasing needs at the time of
examination of the varieties of products they purchase
and how marketing strategy can be developed to meet
their needs. Thus, it is more logical to look at
commercial enterprises: (i) industrial distributors or
dealers, (ii) original equipment manufacturers (OEMs),
and (iii) users.

These categories tend to overlap; are useful to the
industrial marketer because they point out the ways of
uses of products and services in buying firms. Example:
OEMs (The industrial customers purchase industrial
goods to incorporate them into the products they
produce)

LT Consists of firms that are engaged in reselling business goods to
Members commercial, governmental or institutional markets, Business
distributor and dealers take title to that is own the goods.

Buy business goods to incorporate into the products they produce for
eventual sale to either the business or consumer market. e.g. tire
 producer such as Firestone, Goodyear, Michelin that sells tire to Ford
inor Camp. would consider as OEM for Ford.

Buys products to support a manufacturing facility. e.g. Ford Moter
Company buy milling machine to produce precision teeling for use in
conjunction with metal-stamping operation. These purchases do not
become part of the finished product, but only help to produce it.

The business customer classification depends on product use and how they
use that products.

07



2. Government Customer

A third major segment of the business market is
government, consists of different levels such as
national or federal government, state and city
government. Legislative and strategic decisions are
made regularly and the yearly budget passed by elected
members of the parliament. The key concern in making
decision is accountability. Government organizations
include thousands of federal, state, and local buying
units. They make up what may be the largest single
market for goods and services in the world. This may be
the largest single market for goods and services in the
world. For example, the U.S. federal government, buying
goods and services valued at over $600 billion a year, is
the world's largest customer.

Government purchasing procedures tend to involve
competitive bidding.

Two Purchasing strategies:

Formal Advertising

- the government solicits bids from appropriate
suppliers.

Negotiated Contract

- used by the government to purchase goods and
services that cannot be differentiated on the basis of
price alone or when there are few potential suppliers
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3. Institution Customer

This segment includes public and private
institutions such as schools, hospitals, colleges and
universities, churches, labor reunions, foundations,
and other so-called non-business organizations are
termed as institutional customers. Some of these
institutions have rigid purchasing rules and others
have more flexible rules. An industrial marketing
person needs to understand the purchasing
practice of each institute This is as to be effective
in marketing the products or services.

For profit institution, they tend to follow processes and
criteria that emulate commercial organizations and not
for profit act more like government. The institutions
seek to achieve goals of profit, market share, and return
on investment.

4. Cooperatives Societies

It is an association of person and can be manufacturing
units or non-manufacturing units. A co-operative society
is an autonomous association of persons united
voluntarily to meet their common economic, social and
cultural needs and aspirations through a jointly-owned
and democratically -control enterprise

09



1.2.3 Classification of business products and services

3 Main Categories of Products

Entering Goods
Foundation Goods
Become part of the finished product SR
apital Items
Cost assigned to the manufacturing P_ :
process Typically depreciated over time
- Raw Materfals - Installations/ Major Equipment Facilitating Products
Farm products & natural products Major long-term investment items Support erganizational operations
Only processed as necessary for Builgllngs, I::d, fixed equipment, Handled as overhead expenses
handling & transport machinery etc. - Malntenance, repalr & operating
Require extensive processing - Accessory Equipment supplies
- Manufactured Materials & Parts Less expensive & short-lived Any supplies necessary to maintain
the organization’s operations
Any product that has undergone Used to facilitate production, g P
extensive processing priorto purchase ag;Tlirt.ll stration, clerical or marketing - Services
Component Materials require additiona geuves Suppert organizational operation

processing such as chemicals, plastics, Not considered part of fixed plant

EENETLEE Portable tools, PC’s, etc.
Component Parts generally do not

require additional processing . e.g. -

spark plug, switches

Advisory support, logistical support

e.g. banking , insurance, financial
and advertising & etc.

Illustration on the flow of goods and services:

Transported via facilitating services

Raw —— Manufacture ZSul‘.u—/Asisvnmizlly/ \

Materials  materials Component  Finished
assembly parts car

Purchase order printed facilitating product

Amount and type of car determined by
research facilitating service

1.3 Procurement or purchasing procedures

Procurement is the act of obtaining or buying goods and
services. The process includes preparation and
processing of a demand as well as the end receipt and
approval of payment.



The process of procurement is often part of a company's

strategy because the ability to purchase certain

materials will determine if operations will continue. A

business will not be able to survive if it's price of

procurement is more than the profit it makes on selling
the actual product.

It includes:-

- Determine the scope of procurement

- Develop product or service specification

- Determine the roles of supplier or vendor

1.3.1 Procurement procedures

Identify the
needfor a
product
purchase.

Ferexample, a
lawn company
wants to offer
mMowing
services to its
clients. To do
this it needsto
purchasea
mower. Thus,
the neadto
make a
purchaseofa
product,a
mower, is
identified

Select a specific productto meet the need.

Consider its design, ease of use and

Earformam:ebeneﬁls. For example, the
wn company must select whicl gpe of

mowerfrom the many push and riding

varieties onthe market meets the

company’s need for a mowerthe best.

- Appoint Furchase Team

Put a team together to manaﬂeme

Furchasepmcess. includingfinalizing the

ist of required technical specifications for

the preductand the bid solicitation and

award process.

- Specify Technical Specifications

Arrive at a list of required technical

specifications for the productto ensure it

meets the company’s needs.

- Budget for Purchase

Establish a budgetfor the purchase ralying

on the range of prices identified by the

research done.

b. Develop product or services speification | <. Determine the roles of supplier or vendor.

- Research Potential Suppliers

Research the various producttypes that fit the need
algr;g with thair suppliers to identify the most durable
madel at the best price. If the lawn company decides
to purchase a riding mower, researchis conducted
into which brand and manufacturer providesthe
mast durable productfor the price asked.

- Solicit Bids

Solicit bids from the manufacturers and suppliers of
the identified productthat meets all the required
technical specifications.

- Award Contract

Select a supplier from the bids submitted and award
the purchase contract.

Two Furchasing strategies for government
Formal Advertising

The government salicits bids from appropriate
suppliers.

Negotated Contract

Used by the governmentto purchase goods and

services that cannot be differentiated on the basis of
price alone or when there are few potential suppliers.



1.4 Ethics in business Marketing

Marketing ethics deals with moral standards and
extend beyond legal limit. The statement “if it is legal,
it is ethical too” is inadequate. Example - Giving
inadequate information in an advertisement may be
legally permitted, but is unethical.

The popular statement “if it is business, then it cannot
be ethical and if it is ethical, it does not represent
business at all”, amounts to saying that business can
make profits only by being unethical. There are many
ethical companies who have discharged their social
responsibilities and made profits too. Examples- Tata
group, Wipro, Infosys.

Marketing is subjective and it is a relative concept.
Example- An advertisement for a slimming centre may
highlight the benefits of joining the centre, but may be
silent on the side effects of the treatment.

The advertiser may feel that this is ethical, but the
consumer, the Government and the Advertising
Standard Council of India may not feel so. The concept
of ethics is universally applicable and all organisation
are expected to follow ethical marketing practices.

12



When a company fair prices,
offer, quality dmpa frer
sales serviceand pay reg;lar taxesto
govemnmert, it creates good imagein
the mind of pecple.
Morale of the employes is
high as the company
snlq.rsagmdrspuanmm y Helps the compa
the market. &iﬁsa'ease salve:!r i

business marketing

1.4.1 The importance of
’ ethicsin

Protect the interests of all

Develop the confidence of
‘consumers reganding price,
weight, quality.

1.4.2 Benefits of integrating ethics into business marketing
strategy

#1: Moral Marketing Compass: This is especially important in economic downturns, when
unethical practices becometempting

| #2: Win-win Marketing: Thefocus on customer value will increase company value.

#3: Keeps marketing legal: Reduces the risk of cutting cormers and turning a blind eye.

which companies cannotafford to overlook. Net anly will customers believethat the
company cares for them, but will also associate the brand with pleasant feelings and
experances and spread the word.

#5: Improved quality of recruits andlnuumnsrmrmr[Agondmrnpa aftracts good
employees, suppliers, investors, and customers, who will be hap) helpthe companyto
achieve its goals. Great marketing practices make new marketers I like their ime onthe
job will make a difference and so will be less likely to change jobs, as will suppliers and
other peoplein

#4: Goodwill: Goodwill and strong reputation amoni::-laiamx and associates are the benefis



Additional Self Learning Video:

1) What is Business Marketing | Marketing Examples to
Market Your Business by Young Entrepreneurs Forum

BUSINESS MARKETING

2) What are B2B and B2C marketing? By Easy Marketing
https://www.youtube.com/watch?v=dGnHPC20Xqgs

EASY MARKETING

B2B




Additional Self Learning Video:

3) B2B vs B2C Marketing (What Are The Differences?)
by Adam Erhart

4) Business Customers are different than Consumers
by The Business Professor

TheBusinessProfessor.com

What makes business
customers different from
consumers?

More focused on the bottom line
Driven by their customers’ needs
Fewer in number

Spend more money

Decisions involve more people




Additional Self Learning Video:

5) The Different Types of Business to Business Markets by
Professor Mark Wolters

6) Marketing of Industrial/Business Products by
Bizconsesh

ARNETING INDUSTRIAL PRODUCTS |

SERUICES BOUGHT AND SOLD BETWEEN BUSINESSES
[ COMPOENTS -wcum /MAMRY REGUIRED

uérs‘—\_, "\’—.bw-“
adaptahons fo e:db‘dl‘ mr‘mhna mix (us. cnusu-mer) m
@ PeoPe
..Apam'bhn\lnin‘bulk.’ - gemer buyers 7 trect them well!
. expect negptiafions. ¥ propesiana lbuvm—)pfwvmf

dtpodr on how oy rivelr you hae|
PROMOTIONAL M S ncad 'WH"/""“"'Q'

in yor p:udu:(-

# sirple/smooth o

OO NG+ TRADE SHosay [k: -h:d( credt g?d:al,f.cﬂgﬂ
|* TRAGE jjupusTRY MACAZMES opter nppart-

|- honsTRUC oo pickES au SXAC 5 L 4

| pupcsess oF @m0 umay R (K repeat sales likely uifa/™



Additional Self Learning Video:

7) What is Procurement? | Procurement Process by
Educationleaves

Hi,
Welcome to
Educationleaves

8) Business Ethics | The Impact of Ethics on Business by
Two Teachers
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TOPIC 2:
BUSINESS BUYING BEHAVIOR

Buying Objectives for Business Marketing

Buying Objectives for Business Marketing, also referred
to as Purchase or Materials Management Objectives, are
defined as:

Acquiring the appropriate goods in the correct
quantities, at the optimal price, and ensuring their
delivery at the precise time and location.

Six Buying Objectives

o Delivery/Availability
Ensure that goods and services are available and
delivered precisely when and where they are
needed.

e Lowest Price
The price should be aligned with the availability and
quality of the product.



TOPIC 2

SIX BUYING OBJECTIVES

Maintaining consistent product quality is essential
to reduce inspection costs, avoid production
interruptions due to rejections, and minimize the
need for replacements of rejected materials

e Services
Evaluate the services associated with the
purchase of goods, including: Timely and accurate
information from suppliers provision of technical
assistance, availability of spare parts, repair and
maintenance capabilities, training and support to
ensure effective use of the product.

¢ Product Quality

To maintain consistent product quality, organizations
can reduce costs associated with inspections,
minimize production process disruptions caused by
rejections, and limit the need for replacing defective
materials. Therefore, it is essential for organizations to
seek quality standards that align with both product
specifications and its intended use.



TOPIC 2

SIX BUYING OBJECTIVES

e Supplier Relationship

[t is important to cultivate strong, long-term
relationships with suppliers or vendors while also
exploring new supply sources. This is particularly
crucial given that manufacturing firms typically
allocate over 50% of their sales revenue to
procurement, in line with the company's objectives.

* Reciprocity

Buyer and seller mutually agree on a business
exchange that benefits both parties, making it a
significant aspect of trade relations within purchasing
and materials management.

The rise of large-scale purchasing and the demand for
specialized suppliers —driven by heightened domestic
and international competition, as well as increased
product differentiation—has led to stronger
executive-level relationships. These relationships
enhance the awareness of mutual dependence,
essential for maximizing profitability.

20



TOPIC 2

EIGHT (8) PHASES IN BUYING

DECISION PROCESS

e Anticipation or Recognition of a Problem (Need)

A problem or need can be identified either by the
buying firm or a proactive marketer. Issues may arise
due to unsatisfactory material quality, unavailability of
materials, frequent machine breakdowns, or similar
challenges.

e Determination of the Characteristics and
Quantity of the Needed Item/Product

For example, what type of product is required, and in
what quantity?

For technical items, departments such as R&D,
industrial engineering, production, or quality control
may propose general solutions.

For non-technical goods or services, suggestions
regarding products or services are typically made by
the user or purchasing department based on prior
experience or the quantity needed.

21



EIGHT (8) PHASES IN BUYING
DECISION PROCESS

¢ Description of the Characteristics and Quantity of
the Needed Item

A detailed and accurate specification of the required
product or service must be developed, outlining its
characteristics and the exact quantity needed.

e Search for and Qualification of Potential Sources

The buying organization conducts a search to identify
suitable suppliers or vendors.

Step 1: Gather information on all available suppliers.
Step 2: Select acceptable or qualified suppliers.

This search can utilize various sources, including trade
journals, sales calls, word-of-mouth, catalogues, trade
shows, and industrial directories.

¢ Acquisition and Analysis of Proposals
Proposals are solicited from the qualified suppliers,
often through formal requests for quotations (RFQs) or
bids.

Each proposal is then analyzed based on factors such
as product specifications, pricing, delivery schedules,
payment terms, and any additional costs like
transportation or duties.

22



TOPIC 2

e Evaluation of Proposals and Selection of
Suppliers

The company evaluates the submitted proposals using
various methods such as the categorical method
(subjective  evaluation), weighted-point method
(quantitative evaluation), or cost-ratio method
(comparing all purchasing costs to the value received).

The best supplier(s) are selected based on this
evaluation.

¢ Performance feedback and evaluation

After the purchase, the company reviews the
supplier’s performance to assess whether the product
or service met the expectations and resolved the
initial problem.

Feedback is used to inform future purchasing

decisions and may lead to adjustments in supplier
selection or specifications.

23



TOPIC 2

TYPES OF PURCHASES OR BUYING
SITUATIONS

The nature of the buying situation influences the
complexity and process of the buying decision.
Understanding these situations helps businesses
streamline their procurement strategies and tailor their
approaches to each scenario.

THREE (3) TYPES OF PURCHASES OR BUYING
SITUATIONS

e New Purchase (New Task)

A new purchase occurs when a company buys a product
or service for the first time. This situation often involves
high levels of information gathering, evaluation of
alternatives, and decision-making due to the lack of
previous experience. It typically includes more
participants and is seen as high-risk.

¢ Modified rebuy
(Change in supplier)
A modified rebuy takes place when the company wants
to alter specifications, prices, terms, or suppliers for a
product or service that it has previously purchased. This
type of buying situation usually involves fewer decision-
makers than a new task but requires more effort than a
straight rebuy. 24



e Straight Rebuy

In a straight rebuy, the company reorders a product or
service without any modifications. It is a routine
purchase based on existing agreements, requiring
minimal decision-making and is usually handled by
lower-level personnel.

BUYING CENTRE

The buying centre, also known as the decision-making
unit (DMU), comprises all the individuals and groups
involved in the buying process within an organization.
The buying centre plays a crucial role in business
purchasing decisions, with each member contributing
to different stages of the buying process.
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TOPIC 2

SIX (6) ROLES OF BUYING CENTRE
« INITIATOR

The individual who first identifies a need or problem
that can be resolved through a purchase. This person
often sparks the buying process by raising awareness
of the issue.

e BUYERS (the purchase
(or materials) officers and executives)

The individuals responsible for the formal
procurement process, including sourcing suppliers,
negotiating terms, and finalizing contracts. They
manage the transaction and are often focused on
logistics, cost, and compliance.

 USERS

Members of the organization who will actually use the
product or service. They provide practical insights into
what is needed and can influence the specifications
and supplier selection.
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TOPIC 2

SIX (6) ROLES OF BUYING CENTRE

e INITIATOR

The individual who first identifies a need or problem
that can be resolved through a purchase. This person
often sparks the buying process by raising awareness
of the issue.

e BUYERS (the purchase
(or materials) officers and executives)

The individuals responsible for the formal procurement
process, including sourcing suppliers, negotiating
terms, and finalizing contracts. They manage the
transaction and are often focused on logistics, cost,
and compliance.

 USERS

Members of the organization who will actually use the
product or service. They provide practical insights into
what is needed and can influence the specifications
and supplier selection. e



TOPIC 2

MODELS OF ORGANIZATIONAL
BUYING BEHAVIOR

e Webster and Wind Model:

This model focuses on the influence of environmental,
organizational, and individual variables on the buying
decisions of organizations. It highlights the interaction
between the structure of the buying centre, the
company's objectives, and the external market
environment.

Envircnmental Variable

-Physical

-Technelogical

-Economic

-Pglitical and legal

-Labour unicns.

-Cultural

-Customer demands

-Competitive practices and pressures
-Supplier information

Organizational Variables

- Objectives/goals

-Organization structure

-Purchasing policies and procedures
-Evaluation and rewards systems
-Degreea of decentralization in purchasing

.

- _—" Orgaer a0
F,:::g%unw ve -Choice of suppliers
-Size - - Delay decision and search for more information
-Key influences - l\é‘ake. or lease, or buy
-Interperscnal relationship - De not buy

-Communication

Individual Variables
-Personal goals
-Education
-Experience
-Expertise

Malues

-Job position
Lifestyle

“Income

28




TOPIC 2

MODELS OF ORGANIZATIONAL
BUYING BEHAVIOR

e Sheth Model

This model categorizes the buying decision process into
three main components: the background of individuals
(such as their roles, experiences, and perceptions), the
size and structure of the organization, and situational
factors (such as economic conditions and internal
conflicts). It emphasizes the role of joint decision-making
and negotiation in complex buying situations.

| Component (1) | | Component (2) | | Component (3) | I Situational Factors |
Differences. Variables that Methods used
among determine if the for conflict
Individual buyers buying decision resalution in
Caused by is joint-decision
factors: autonomous or making
joint: process:
- Background of
Individuals {A) Product - Problem-
- Their information specific factors, solving Supplier or
SOUrces P including == | . Persuasion — Brand choice
- Active search - Time pressure - Bargaining
- Perceptual - Perceived risk - Politicking
distortion - Type of
- Satisfaction with purchase
Past purchase
{B) Company
specific factors,
including
- Company size
- Company
orantation
- Degrees of

centralization
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1. SUGGESTED VIDEO

2. DOUBLE CLIK TO ANSWER QUIZ

Quizizz

Business Buying Behavior Quiz

yted by + KAHARUDDIN (P5A)
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3. SUGGESTED VIDEO

2

=R ==l = ri—:.-_[-‘

'_4I| == | = == e =

L 3 > -
e Business

Buylng
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TOPIC 3

MARKETING CHANNEL AND LOGISTICS
STRATEGY

TOPIC OUTLINE
3.1 FACTORS AFFECTING THE NATURE OF

BUSINESS MARKETING CHANNEL

3.2 ALTERNATIVE FOR BUSINESS MARKETING
CHANNEL

3.3 TYPES OF BUSINESS INTERMEDIARIES

32



3.1 FACTORS AFFECTING THE NATURE OF
BUSINESS CHANNEL

A distribution channel is the set of interdependent
organizations that make a product or service available
to the customer. Marketing channel perform varies
functions or tasks necessary to create sales and
deliver product to business customer. There are four
main factors affecting distribution channels.

1.GEOGRAPHICAL DISTRBUTION

Geographic location refers to
the physical place a statistical
unit is located and for which
statistics are collected and
disseminated.

Geographic location is an
integral factor determines
market positioning and product
sales.

e examples : a clothing

retailer adjusts its inventory
according to weathers and
styles of its store location




3.1 FACTORS AFFECTING THE NATURE OF
BUSINESS CHANNEL

2. CHANNEL SIZE

A distribution channel is the network of businesses or
intermediaries through which a good or service passes
until it reaches the end users.

Industrial channels are short and involve different types
of intermediaries for selling and handling the products.

Producer producer |B| Producer
| produe ] eroder ] i [If producr |
'f
=

Y Y \

Industrial Industrial
Ai!nl‘rarok‘r |

Business or Business or
Government Government

Business or Business or
Government Government

User User User User

Figure 4.1 Types of business channel

The business channels are direct from the manufacturer or
producer to the business user. The reason for the shorter
channels is that the organizational buyers expect product
availability, technical expertise and servicing capabilities.
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3.1 FACTORS AFFECTING THE NATURE OF
BUSINESS CHANNEL

3. CHARACTERISTICS OF INTERMEDIARIES

A marketing intermediary is an individual or
organization that helps facilitate the distribution
process of goods and services from the
manufacturer to the customer. It acts as a bridge
between the two parties, ensuring that products are
delivered to people who need them efficiently and
cost-effectively.

Many marketing intermediaries exist, including
distributors, wholesalers, brokers, agents and retailers,
Each of these has different roles and responsibilities
within the distributions channel.




3.1 FACTORS AFFECTING THE NATURE OF
BUSINESS CHANNEL

4, MIXED SYSTEM

A combination of different channel to distribute the
product or services to the end user.

Some business industrial use a mixture of a direct
and indirect channels in order to meet the
requirements of different market segments or
when the company resources constraints.

Marketing channels are essential because they
allow businesses to have new marketing channels
to reach their target market segment and connect
with potential customers.

The business can use it own salesforce for a large-
volume customers and independent distributors or
dealers to cover small-scale organizations.
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SELF LEARNING ACTIVITY

Watch on 1B Youlube

Answer the questions by referring to the video

1. Explain the Gardenia supplier.

2. ldentify the types of channel used by Gardenia

3. What is the mode of transportation used by Gardenia to
distribute its’s product.
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SELF LEARNING ACTIVITY
INSTRUCTION: ANSWER ALL QUESTIONS
Quiz

Factors affecting
nature of

business channel

A series of multiple
choice questions.
Tap the correct
answer to proceed.

May each day bring you
new hopes and the enthusiasm
to explore new aspects of life!
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3.2 ALTERNATIVES FOR BUSINESS MARKETING
CHANNEL

A marketing channel is a network of individuals,
businesses, and processes that work together to move
products from the production phase to the ultimate user. It
encompasses all personnel, businesses, and procedures
required to provide commodities and services to
customers for use and satisfaction. Marketing channels
can be either online or offline, free or through paid
advertising.

Channel Levels — BusiNESs MARKETING CHANNEL

e[ [

l MFR. REP /
SALES BRANCH
MFR. REP /
SALESBRANCH W
W JOBBER

BUSINESS BUSINESS b 4
DISTRIBUTOR DISTRIBUTOR  BUSINESS
DISTRIBUTOR

N
BUSINESS BUSINESS BUSINESS BUSINESS
CUSTOMER CUSTOMER CUSTOMER CUSTOMER

Channel 1 Channel 2 Channel 3  Channel 4

Channels are connected by types of flows:
¢ Flows of products,
e ownership,
e payment,
e information,
e and promotion
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3.2 ALTERNATIVES FOR BUSINESS MARKETING

CHANNEL

Indirect marketing channel refers to a business strategy
where a company sells its products or services not
directly to customers, but through third-party entities
such as distributors or resellers or other partner.

F

Direct marketing channel

Indirect marketing channel

3.2.1 DIRECT MARKETING CHANNEL

Direct marketing channel refers to
producer will perform all the functions or
the tasks necessary to create sales and to
deliver the products to business
customers.

The examples of direct channels are
direct sales through the company’s sales
force and direct marketing through direct
mail, telemarketing, online marketing etc.

Viable to use when:
« The value of transaction is large
o« The selling includes technical and
commercial negotiations at various
level

BUSINESS
CUSTOMER
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3.2.2 INDIRECT MARKETING CHANNEL

The manufacturer and intermediaries share the tasks between
them. An indirect marketing channel contains one or more
intermediaries. From the producer’s point of view, a greater
number of levels mean less control and greater channel
complexity.

Indirect channel is
applicable to the
following situation:

e The value of
transaction or sales

are low
1.&?:& : ;¢ The manufacturer
ALIGNMENT _ ] has limited
resources

CLLyvvyevy

e The industrial
i - buyers are widely
% N dispersed

y.

AUTHDRIZED

¢ The industrial buyer

- Y j purchase many
Gﬂﬂﬂﬁl’ﬂﬂ product items in one
‘ft-*":'LEp . transaction

The examples of products where indirect distribution are used
include:

Industrial chemicals
Construction materials
Electrical wiring materials
General industry machinery
Iron and steel products
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3.3 TYPES OF BUSINESS INTERMEDIARIES

Business intermediaries are external companies who deliver or
sell another company's products to customers. An
intermediary's level of involvement with customers and
ownership of the product they sell depends on the type of
intermediary they are.

In marketing intermediaries refer to independent firms which
assist in the flow of goods and services from producers to end-
users; they include agents, wholesalers and retailers; marketing
services agencies; physical distribution companies; and
financial institutions.
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3.3 TYPES OF BUSINESS INTERMEDIARIES
1. Manufacturers’ Representative

¢ Also called as manufacturer’s agents (same function with
firm’s sales force)

e Their main function is to promote sales and secure orders.

e They do not buy, store or finance the transactions.
Paid a commission on sales which varies from industry to
industry according to the tasks involved in selling job.

¢ Generally needed by small and medium size industrial
firms, that find it economical to pay commission rather than
use own sales force.

2. Industrial Distributors

e Are small and independent business firms serving narrow
geographic market(buy & re-sale).

e Their main functions are buying, storing, promoting, selling,
offering credit, delivering and ensuring customer service.
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3.3 TYPES OF BUSINESS INTERMEDIARIES

3. Broker

e Bring together buyer and seller by providing information on

what is available and required.
e They can represent either the buyer or the seller and this

relationship is short term.
e Their main functions is to find potential buyer/seller, do

negotiation and complete the sale.

4. Value-added Reseller (VAR)

¢ These middlemen usually related with data processing or

computer industry. (IT)
¢ VARS customize the computer hardware and software to

solve specific problem for specific industry.
T 0‘ .

For example:
inventory control
system to solve
industry inventory
management.
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3.3 TYPES OF BUSINESS INTERMEDIARIES

5. Commission Merchant

e These middlemen deal with bulk of commodities such as
raw materials.

e They have short-term arrangement with manufactures of
product which are sold in large quantities.

¢ Do not buy the product, but they perform the functions of
arranging inspection, physical handling, negotiation
process and completing sales.

e As they represent the manufacturers, their commission is
paid by manufacturers

Example of
commission
merchant practice
in Malaysia: The
Malayan Flour
Mills, Malaysia
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SELF-ASSESSMENT ACTIVITY

INSTRUCTION : ANSWER ALL QUESTIONS

Quiz
Types of
Intermediaries in

Business Marketing

A series of multiple
choice questions.
Tap the correct
answer to [:Jl‘i..‘-‘i:'!:'.‘{i-‘!:i-
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