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Tehnnal aspects of marketmg
caprtal goods and mdustrial wpplnes

Jo its wenplest terma. 3 mark ot 1 comporeed of wilers and Buvers (ne wy w0
emtify the mpact of these two components on the netionsl eumomy & o
thinh of them as represonting the extractve mdusiies. the menufactuwring
wdusiries. the marketing wsiem and the +IPOUMMET s of Ueers

e flow ol ndustrial products normelly praceeds trom the ¢ wivactve
wdustries thocal or foregn) through the menulfadt uring mdustros 1o the weers
OF CORsIMETS vin the mark eting s vem

The monuiocturmg mdwstrins form & wotor cherscterised by Mth on
extornal and mernel product fow

Extermally the wctor faces i two dwections

0, M procures raw and wmi-flinhod moterah from the extractive
mdustnies. while providing them wuh capnal puds snd other mdustr
supphies.

b osells copral rods and mdustrisl supphies 10 government agen ey
mittut ons. marketng orgeni st kms and mdradusl RMery of wesry

Intermally. the witor w enguged | procev.ag the evchonges f
sem-fimsahed or Nmmhed produ s, component pars. operst mg vupples amd
equipment for the use of Mmanufactur ng enterprias

Thus, ndustrsl markotng envompusees buth the mvement of muter ks
from the extractive mdustres and the return flow of capael greds and
mdusir il supplies 10 thew mdusiries B sle mciudes the musement of hee
puods ‘o non-manufacturing Duaness wuenn and enterprues warhm the
menufact uring mctor Hael .

On the supply sde, the mapr partuipants » the mdusrnl mark sting
sysem are the entractive and the manufacturng mdustrws. on Whe domend
side, they are Dussnoss and mdusivial wasrs, povernment agomms. marboting
OFganitations and Privele GORGUINITS OF WaNrS.

Producers and wesrs of capntel paads snd mdusrnl mpples we himhed by
8 third growp of perticipents the mduwetrigl marheters. o mubdiomen. Thew
are the movrchont whelswslers, diswiDuters, doshon, commmma agonts snd
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the relatively umple provess of summeng quoted figures, but a rather
technologeal operation involving many economu: factors.

Value analyss may be defined as the systematic study of the pusuble
(mmc to be obtamed by ndustrsl prodwts through
achieving economies in their maautactuning cycle and redwing costy in
proportion 10 usetuiness. The promotion of such values 1s among the magor
factors mfluencing purchasing decrvons.

Value analysis proceeds from the identificaion of ewuisting product
wecifications in the hght of use requirements and n the 1dentifiation and
ehimination of unnecessary cost factors. In industrsl marketing, a programme
of value analysis 1s an orgnized sequence of research challenping exnting
product specifications and design. as well as production and stockage
methods. in order to reduce the cost of end-products and to enhance their
salablity and their competitive profile.

Technical assistance and service are concerned with product information,
mantensic? IS PEY TN JNVery lervice.

Some industrial marketers supply the market with dlustrative material,
hoping 1t will enable the customer 10 Pecome acquainted with the rather
complex technical use problems in using the equipment. However. any
exhaustive, highly detailed technical documentation does not appeal to the
potential customer, who normally prefers the direct personal and technial
advice of the industrial marketer.

A mantenance and repair service, availability of spare perts and prompt
delivery can stromgly influence purchasing decisions, since the concern of
industrial buyers is 10 reduce the downtime of machines and 1o keep to 2
mmenum the stock of spere par's. Marketing capital goods and ndustral
supplies may be hampered if distributors carry inadequate stocks or lack
satisfactory facilities for servicing clients.

The market for capital goods and industrisl supplies 13 notable for its
heterogenenty. R consists of swpecific market sepments, such as government
agencies. institutions. and manufacturing or merchant enterprises, including
retailers and wholesslers, technical service companies, hotels, laundnies,
recreationsl concerns and certain professional goups, such as dentists,
laboratories and technical associstions. Each of these market segments i
measurable in terms of the actual or potential volume and value of purchases.
which makes it possible 10 devise an industrial marketing strategy .

Devising industrisl ' pos for capital govds and industrial
wpplies # éifficuh then Tor comumer goods, where the
purchasing decision merely dopends on individual preferences, behaviows, and
income and the willingness 10 spond it. For capital goods and industriel
supplies, the demand is subject 10 uncertaintin deriving from possible
changss in technology and comdutions of fimencing. For example, the




development of electronic tranustors larpely destroved the market {or tubes
An imprivement in the technology of making castings may increase the
demand for castings. but it may abso reduce demand tor equipment or parts
tor making them Technologcal advances in making and using plaste s may
take business away trom metals or woods The development ot syntheti or
petioleum-derived hibres  attects the marhet tor textides and  tix
textile machinery

B once was the job of ndustnial marketing 1o vell what was produced
Wth the sutt trom 4 sellers’ to o buyers’ market. the job o} produing and
marketing has hecome muore sophistiated and complen. Now betore
production can plan what 10 make and when, marketing must indicate.
through research. what can be sold in what form, at what price, in what
quantities, when and to whom  The chiel purpose of industrial marketing
to provide guidance to production planning and to tinancal planming.

The components ot the mndustrial markeyng min_are  research,
promation. pricing. personal slling.- distedbatinn m;l service. The
ventral problem s to find the optimum combinstion that will result in 4
greater volume of sales and increased net cash inflow

The first step in planning industrial markening s to wollect marketing and
te hnulupcﬂmo&"m"ﬁﬁh inude the enterprise
concerned A second step 1s 1o set the objectives tor the industnal promotion
activity. dimiding the market into geogaphwal targets, custonkr and product
goups An effective management tool that can be used in planning and
mplementing industrial marketing strategy 1s PERT (Progamme Fvaluation
and Review Technigque ). It conusts of four steps

/@) On the basis of research findings. all specific fasks are specified in
detadl.

(b1 A network of the sequence in which these tasks are to be completed
» drawn up.

/¢ Three basw  estiates concerning the completion of each task
(optumnstic, most likely . pessimistic ) are made.

td) Critwal paths and factors that may hamper the attainment of
individual targets are located and the tasks are adjusted accordingly .

Indusiria!l marketing planning takes nto account questions of
distribution. pricing. inventory, promotion and logistics. Accordingly . the
industrisl merketer has to find an answer to questions such as'

(a) What channels of distribution should be used n marketing capital
poods and industsis| supplies’

(6) At whet price should these products be sold and what pricing of
credit policies should be adopted”




' What should be the policy with respect to nventory and stocks’

d’ What promotwonal appea! will he most effective for increasing wales’

Industrial marketing strategy must be svnchronwed with the avadabiliny
of the products in the stock of the marketer and of the buver Whether the
demand tor a product 1s saturated or whether 1t is declimng must alw be
consilered. n order to replace the product at the propes hime accordmg o
technological changes and market demand

In this regard, specific studres should be carried out to axsess the reasom
tor

A dechnmg volume of sales for each market segment
A falling rate of profit

A dechning share of the total market

An mcrease in compet #on

The competitive profile of the market for capital goods and mdustrul
supplies 1s characteristi of the strwcture of the manufactunng ndustry as 4
whole. In principle, a few large enterprises handle the bulk of the market. 4
somewhat larger goup of medium-suzed firms and a consderable number of
small enterprises capture a rather small percentage of the market but exercise
a direct influence on the whole market .

Both me Jium-sized and small enterprises tend to cumpete with the large
ones, even if their technical, financial and marketing capabilities ase inferior,
thewr product lines are narrower and their service 1s rudimentary . Thewr very
appeal 10 the market is represented by price, against which larger enterprises
can do little without the risk of violating anti-trust laws or generating local
price wnflicts. Moreover, many capital goods and supply items marketed by
smaller firms are of standard type. #s established by local governments or
trade associations. Standardization and price appear, therefere, t0 be the
factors that offer small and medium-sized enterprises the best opportunity to
capture a larger share of the market and 10 maximize profit. The nature and
intensity of the competition they provide varies in accordance with the life
cycle of their products, which can become obsolete owing to more
technically advanced products promoted by the larger competitors.

In terms of price, the industrisl marketer may choose between a
skimming price or a penetration price. Each has its advantages. Discounting is
a characteristic feature of marketing capital goods and industrial supplies. The
most common types of such discounts relate 10 quantity or single orders or
on wolume bought over time, as well as in specisl allowances for cash
peyment. In establishing a discount policy, the industrial marketer must take
account of commercial and legal matters. Problems of price alteration are
acute in industrial marketing, they concern factory pricing, delivery price




arangemients  treaght alowances and other accommodations. not abwon,
legal

Any discusson on onganizing  ndistral marketing wall take into
consideration the technial nature ot the products 1o he marketed  which
ditters substantalhy trom the natute ot consamer goods

Industrial marketing s not directhy anfluenced . as s consumer markefing
by the geographical distnbution of the market. wn-e industril plants operate
m the same way wherever they are located. and ther needs tor eqrapment
apital poods. raw matenial  or  supphies are  generally the wme. The
geographical tactor shauld be recogmized but not so much emphasized asat
in the marketing ot consumer goods  Becauwe ot the technial nature of
industrial supphies and capital goods. their specitic uses and the reasons tor
purchasing them. ndustnal marketing n normally based upon product
organization. whereas consumer-gyods niarketing s generally based upon
tunctional organzation.

Another torm of industral marketing organization s the customer
organzation. where ertain common tunctions, sich  as research, sales
analysis, promotion and advertising are carnied out cn a customer-group basis
because of the highly specialized charactenstis of the customer and of the
products. This type of industrial marketing organization s, however, not
always recommended, owing to the tendency of industrial customers to
diversify produ tion.

In mdustral marketing. promotion and advertising ovcupy @ much less
important position than in consumer-goods marketing. Some recent statistial
surveys carned out in various countries indiate that the average expenditure
for promoting capital goods and industrial supplhies is about 2 per cent ol the
sales volume. This confirms that industnial marketing is not charactenized by the
huge promotion of advertising budgets common to  consumer-goods
marketing.

A technwal advisory service is an important factor in marketing capital
govds and industrial supplies. In some enterprises this work s performed by
specialized teams outside the marketing department, normally in the
enpncering department. This stuation sometimes results in vonflicts between
marketing and technical personnel, dupliation of service. contraditory
advice and customer confusion. In principle, 1t is wise 10 assign the technical
advisory service o a wpecialized unit of the marketing department, composed
of enginecring personnel, strictly under the marketing management. Such a
unit should maintain close relations with the resesrch and development
service. which may recommend the creation of new products. new processes
or the improvement of old ones to keep ahead of the competition.

All activities related to physical distribution are referred to as industrial
marketing logistics, which afiG include RN ITTROnal activities ITEUIPHIEM
Rasing sAT TPRTE Nocking of spere parts, which, even if not closely related




to the physical movement of industrial supplies and capital goods, have an
impustant beanng on the ulimate success of marketing.

The importance of marketing logistis anses basicalhv from the carrying
cost of inventory, since industrial buyers are generally prone to keep stocks as
low as possible without causing production stoppages Control over stocks
can be greatly affected by the efficrency of supphers. However. indusirial
marketers are alsy motivated by cost factors to keep their own inventory low
without yeopardizing their ability to meet the market demand.

The bask components of 2 marketing logistics system are warchouse
facihities, a transportation network and fixed points of distribution.

The marketing logistis system requares a well coordinated method of
both exiernal and mternal commumicatiin, External communication s
concerned with the flow of information and products between the marketer
and his customers. Internal communicaton is concerned with the information
flow among the vanous technial., administrative and marketing units
participating i the physal distribution system. The maiketing logistis
function comprises storage. inventory, matermls handling, peckaging.
processing of orders, warehousing. transportation, administration  and
information functions. Tradtionally . all such activities have been performed
by separate units. causing confusion and dissatisfied customers. Today there
1s an increasing tendency to co-ordinate them under the responsibility of the
marketing management .

The industrigl  matkeling astivity_ cycle s completed with the
establishment of rules and mgana of control %hc aim of control is to diminish
the nisks of faikire by assessing the cAuses of past failures and by planning and
implementing new courses of action. The function of control in mdustral
marketing has three aspects

fa; Setting standards of performance. Such standards are the marketing
targets, the marketing budgets. the sales records. the males quotas and the
marketing costs detected by cost analysis. The cost-analysis data are
especially useful in managing distribution channels, selecting customers,
determining promotional initiatives and direct marketing development
efforts;

{b) Checking actual performance against standards. Performance can be
measured through research, reports and observation of the market. The data
and information must be selective n view of their use for adjusting
promotional, sales, distribution and technical-service strategies. The success of
macketing control activities depends on the validity of data and information
collected externally and internally ;

{c) Developing marketing action.
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Conclusions

I mdustrialized as well as industnalizing Ccountnes. industnal marketing
onents and co-ordinates the production. promotion and distnibution ot
capital goods and industrial supphies  Thus, marheting 1s an integral part o
mndustrial  development. The requirements  and  behaviour ot market
participants are conditioned by needs. budget. quahty and service. whih in
tum, atfect or deternune marketing relationships

Marketing increases in importance when 4 community develops and when
new technologies are introduced As a result, marketing should be considered
a vital component of the total prodw hion system. having a4 direct impac? on
economu growth, industrial expansion, employ ment and hving standards

In most industnalizing countnies, industrial marketing progress 1s being
slowed down by several adverse conditions prevailing, at different degrees of
intensity . i cach sector of industry. The fotlowing are. in the expermence ot
UNIDO. the mort cntical factors hampening marketing development and . in
turn, industrial expanson

rat Scarcity of market data and imformation concerming demand.
consumption, opportunities and competition.

b Inadequacy of the professional marketing expertise ol government
officials and ot industnal managers,

fc/ A general distrust towards marketing miermedianies. whah 1s
reflected in policies establishing direct government intervention in marketing,
distnbution and promaotion activitees

(d) A reluctance of national planners to include the marketing factor in
national development plans;

fe) A tendemcy 10 masntain excessive priwe controls on productron with
little concern for the effects un the retailers or distributors,

(1) A notable lack of special marketing or putchasing credit
programmes, whuch reflects a widespread belief that production 1 the most
important factor of mdustnial development and that marketing adds kittle to
its final value;

(8) An incressing preoccupetion with trameport faciities, which may
mean eventually neglecting other equally important marketing infrastructuse
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w:h  as marketing extension wrvkes  marketimg  communcations  and
mtormation systems; and national, regonal and wotiwal cooperative research
and promotion campuigns .

it N lack of awarenew. at natwnal and regonal levels, of the close
mterrelationship between metropohitan and provincial marketing areas and
too hitle understanding of the causes ot changes n the industrial market
watem  Metropolitan and reponal marketing aress are conssdered separately
rather than as two related aspects of an ntegrated national marketing system

In the developing countnes. industral marketing has not vet received the
tull recogmtion it ments. even if the expansion of ndustrial enterpnses 1
normally  the result of market oppurtumities and marketing expertise
Inadequate appreciation of the importance of ndustrial marketing 18 cnitwcal
to the healthy growth of industry . Production. without recogmtion of the
impact of marketing. becomes wasteful and unprofitable, espevially when
severe e xternal and internal competition exists

Industnal marketmng 15 a hwghly specialived activity. However, even
though the functims and problems of produwtion and marketing are
inseparable. natwnal planners and industrialists in most developing countries
tend 10 concern themaeives pnmanily with production. management and the
financial aspects of mdustriaization. Unless this attitude s modified and
marketing development encouraged. the indusirdlization of the developing
countries may continue 1o hmp.

U ntl now , most requests from developeng countries for UNIDO technial
assistance i ndustrial marketing have been for expert advwe on the
development of marketing management or for help 1n identifying the types ot
products to be manufactured In additim. UNIDO assistance in industrial
marketng has been requested for the establishment of natiwnal marketing
advisory units or marketing extemsion werwvices o for carrymng out market
wrveys and conumption studies to identify market opportunities for locally
manu fact ured products.

Only » the more indusinalized of the developing countries has the need
boen felt for increased assmstance n industrial murketing. Requests from these
countries have mainly concerned the improvement of distribution methods
wd logistics facities within the domestic market or the crestion of
marketing miormation systems and means of aunsing market oppuriunities,
both domentic and forewgn .

On the whole and in pite of the evident noed, the number of such
roquests is still relatively small. There are. however, reatons 10 believe that
Governments of the developing countries will come 10 reslize the dynamiem
of marketing and sccordingly will seek tochnical sid from UNIDO theough its
industrinl Marketing Programme .
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For further information on the 1ypc ond characterntics ot technal

assistance provided by UNIDO in industial marketing, communications may
be addressed to

Industrial Marketing Unat

Industrial Services and Institutions Divivion

Umited Natwons Indutnial Development Orgamization
PO Box 707

A 1011 Vienna

Austnia
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