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Marking Criteria:
 We expect the learners to write minimum one well expressed point in three lines against each allocated mark. This means one needs to write 15 lines with 5 well expressed points to get high grades for a 5 marks question.
For high grades use examples and illustrations where appropriate. 
	Assessment 3
i. What is a market?
A market is a medium that allows buyers and sellers of a specific good or service to interact in order to facilitate an exchange. A market may either be a physical marketplace where people come together to exchange goods and services in person or a virtual market wherein buyers and sellers do not interact (face to face). Market can be divided into consumer and organisational.
Example of physical market is bazaar or shopping centre and virtual market is an online market.
ii. How do you differentiate between consumer markets and organisational markets?
The consumer market pertains to buyers who purchase goods and services for consumption rather than resale. However, not all consumers are alike in their tastes, preferences and buying habits due to different characteristics that can distinguish certain consumers from others
The organizational or business market consists of all the organizations that buy goods and services to use in the production of other products and services that are sold, rented or supplied to others.
The difference between consumer markets and organisational markets is listed in the table below:
	Differences / Market Type
	Consumer
	Organizational

	Type of customer
	individuals or households
	commercial enterprises, government and public organizations, and institutional organizations. 

	
Number and Size
	buy items in smaller quantities
	buy products and supplies in large quantity

	Demand
	Price elastic - affected by the changes in the prices 
	Price inelastic - not affected by the price changes in short run 

	Purchasing behaviour
	highly personal and varies from person to person.  
	professional behaviour where everyone would behave in a standardized manner.

	Buying decision
	purely depends on the wish of consumer. 
	complicated buying process where they have to adhere to purchasing standards and involves approval of many people

	Relationship
	Short term focused where they conclude the relationship with seller upon the transaction is completed. 
	Long term where they build long lasting relationships with suppliers.







iii. What is the difference between industrial markets and reseller markets?
	Industrial markets
	Reseller markets

	individuals and organizations that acquire goods and services that enters into the production of other products or services that are sold, rented, or supplied to others.
	individuals and business organisations which procure the goods that are resold to either industrial buyers or the final consumer of the product.

	Modify the raw material into products
	do not modify the products they buy

	Manufacturer
	intermediaries between manufacturers and customers

	agriculture, forestry, and fisheries; mining; manufacturing; banking, finance, and insurance; and services.

	grocery stores, department stores and specialty stores, such as home improvement or pet supply stores.



iv. Briefly describe the characteristic of organisational markets?
The characteristic of organisational markets are as follows:

	Characteristic
	Description

	Demand
	Organizational buying is based on derived demand. Demand made by the ultimate consumers creates demand for industrial goods or services. For instance, demand of electricity generator is determined according to the demand made by the consumers. Demand of organizational buyer changes in keeping with the changes in consumers' demand.

	Geographical Concentration
	Organizational buyers remain concentrated in certain geographical area whereas consumers' market remains scattered all around. Producers want to establish industry near by supply source. Mostly, industrial market is determined considering transport facilities and cost. Along with this, raw materials, labour supply, climate condition etc. are also considered.

	Few Buyers And Large Volume
	The number of organizational buyers remains small but volume of sale is large. So, organizational marketers focus on their efforts on very small number of main buyers who buy goods or services in large volume paying bug amount of price.

	Professional buying
	Compared to consumer buyer, organizational buyers become systematic, rational and professional. Buying agents become skilled professional. They should take frequent trainings on buying process, contract, material management and legal aspects of buying. Professional buyers develop formal methods of buying.

	Complexity
	Under organizational buying process, different persons participate in buying decision. So it becomes difficult to take buying decision. While taking decision on buying, it becomes necessary to know the role of users, motivator, decision maker and buyer whose effect goes on buying process.








v. What does market segmentation mean? Explain the importance of segmenting the market.
Market segmentation is the process of defining and subdividing a large homogenous market into clearly identifiable segments having similar needs, wants, or demand characteristics. Its objective is to design a marketing mix that precisely matches the expectations of customers in the targeted segment. The importance of segmenting the market can be broken into:
For the customer:
· Provides greater choice of products/services
· Products/services should more closely match the needs of consumers.
For the company:
· Better marketing planning as reactions to marketing activities can be predicted
· It helps organizations to identify prospects who are most likely to buy
· Marketers will get to know their customers better so that they can provide a better service
· Budgets can be more closely allocated on the basis of the investment and return needed from different segments
· Smaller segments may be easier to dominate
· Marketing and sales activity will be closely focused, leading to more sales, lower costs and higher profitability.

vi. What is behaviouristic segmentation? Outline some behaviour bases characteristics. Behavioural segmentation is a marketing strategy based on actual consumer buying behaviour. It divides the market into groups of customers according to their knowledge of, attitude towards, use of or response to a product. In order to divide customers into groups marketers look at their patterns of buying and using, patterns of spending money and time, their lifestyle and other factors

The behaviour bases characteristics are as follows:
a. Benefit segmentation/ value
People may seek different benefits from a product. Benefit segmentation is fundamental because the objective of marketing is to provide customers with benefits which they value. 
Example: toothpaste brands are sold on the basis of the benefits offered by them such as whitening of teeth, prevention of cavities or fresh breath.

b. Purchase behaviour
Differences in purchase behaviour can be based on the time of purchase relative to the launch of the product or on patterns of purchase.
Example: the new age smart phones are targeted at tech savvy, upper class, busy executives.

c. Brand Loyalty
The degree of brand loyalty can be the basis for segmenting customers. By profiling the characteristics of each group a company can target each segment accordingly. By knowing the type of person (for instance, by age, socio-economic group) who is brand loyal, a company can channel persuasive appeals to defend this segment.
Example: Retail stores initiating the concept of loyalty cards. 
Q2:   State to which type of market the following transactions belong.

i: Sugar bought by a sweet shop. – Industrial market

ii: Printing machine sold to a printing press. – Industrial market.

iii: Car tyres purchased by Diamond car dealers Ltd. – Reseller market.

iv: Car tyres purchased by Mr David. – Consumer market.

V: Cigarettes bought by a person for smoking. – Consumer market.

Vi: Shampoo bought by a super market. – Reseller market.
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