Analyzing Business Markets and Buyer Behavior

Organizational Buying: is the decision making process by which formal organizations establish the need for purchased products and services and identify, evaluate and chose among alternative brands and suppliers.

Business Market: consists of all of the organizations that acquire goods and services used in the production of other products or services that are sold, rented or supplied to other customers. In general, more dollars and in terms are involved in sales to business buyers than to consumers.

Characteristics of Business Markets:

1. Fewer buyers

2. Larger buyers

3. Close supplier-customer relationship

4. Geographically concentrated buyers

5. Derived demand

6. Inelastic demand

7. Fluctuating demand

8. Professional purchasing

9. Multiple buying influences

10. Multiple slaes calls

11. Direct purchasing

12. Reciprocity

13. Leasing

(most of these are self-explanatory, for more info look at pg 110)

Specialized Organizational Markets:

The Institutional Market: consists of schools, hospitals, nursing homes, prisons and other institutions that provide goods and services to people in their care. For ex, Heinz will produce, package and price its ketchup differently to meet the different requirements of hospitals, colleges and prisons.

The Government Market: In most countries, government organizations are a major buyer of goods and services. For ex, the US government buys goods and services worth $200 billion, making it the world’s largest consumer.

Business Buying Situations:

There are three types of business buying situations.

· Straight rebuy: the purchasing dept reorders on a routine basis (ef office supplies)

· Modified rebuy: is a situation where the buyer wants to modify product specifications, prices, delivery requirements or other terms.

· New Task: is a buying situation in which a purchaser buys a product or service for the first time (eg office building, new security systems). New task buying passes through several stages; awareness, interest, evaluation, trial and adoption. Because of the complicated selling involved in new task situations, many companies use missionary sales force consisting of their best salespeople.

Systems Buying and Selling Situations:

Many business buyers prefer to buy a total solution to their problem form one seller. This practice, called system buying, originated with government purchases of major weapons and communications systems. A variant on the systems selling is systems contracting, in which a single supply source provides the buyer with all required MRO suppliers (Maintenance, repair and operating supplies). 

Participants in the Business Buying Process:

The Buying Center: is the decision-making unit of a buying organization. This includes organizational members who can play any of the seven roles

· Initiators

· Users

· Influencers

· Deciders

· Approvers

· Buyers

· Gatekeepers

(most of these are self-explanatory, for more info look at pg 114)

To target their efforts properly, business marketers have to figure out: Who are the major decision participants? What decisions do they influence? What is their level of influence? What evaluation criteria do they use?

Major Influences on Business Buying:
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The Purchasing/Procurement Process:

Buy Phase
New Task
Modified Rebuy
Straight Rebuy

Problem Recognition
Yes
Maybe
No

General need description
Yes
Maybe
No

Product specification
Yes
Yes
Yes

Supplier Search
Yes
Maybe
No

Proposal solicitation
Yes
Maybe
No

Supplied selection
Yes
Maybe
No

Order-routine specification
Yes
Maybe
No

Performance Review
Yes
Yes
Yes































