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10.0 OBJECTIVES

After studying this unit, we should be able to:
1 ExplanMISand componentsof MIS,
1 Definemarket intelligence and market feedback system;

1 Describesdesreporting mechanism,



1 Explain Marketing decision support system; and

1 Discusslogistics, importance of logistics, and checklist for efficient logistics
support.

10.1 INTRODUCTION

Marketing managers of any company should have a handful of information so that
they can plan strategiesto help running the business successfully. Companies who
wantsto stay in the competition finds out the information needed by the managers
and designs marketing information systems (MIS) to provide the required
information. Getting the appropriate information about the market and other
competitor is very essential for any company to progress. Market decisions are
based on the gathered information.

Logistics plays an important role in any business, as a customer always expects
on time delivery of the product. Failing to fulfill the expectation dissatisfies the
customer, which can affect company sales and reputation in the market. Logistics
is providing goods to the end user.

In this chapter, we will learn about the market information system, sales reporting
mechanism and the logistics.

10.2 MARKETING INFORMATION SYSTEMS

Marketing information systems (M1S) is a computer-based system, which helps
managers in collecting, organizing, and evaluating the data efficiently. An MIS
includes database, hardware, decision support system, applications, and software
for the efficient running of the system.

According to Kotler "A marketing information system (M1S) consists of people,
equipment, and procedures to gether, sort, analyze, evaluate, and distribute needed,
timely, and accurate information to marketing decision makers.”

i. Components of MIS

MIS involves finding out the information required by the managers, gather the
required information, and presenting that information to managersin atimely
fashion.

The components of MIS are:

a. Internal company records

b. Maketingintdligencesystem

c. Marketing research system, and

d. Marketing decision support andysis
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a. Internal Company Records: Internal company records are used to know
about the market. Interna reports are made which includesreportson orders,
sales, price, costs, inventory levels, paymentsetc. to keep tab and handle the
day to day operationsof the company.

Internd report formats and designs are driven by business processes followed
by various departments. For example finance department will have its own set
of reports while sales department will have its own different set to meet its
requirements.

Aninternal report consists of
i) Order-to-Payment Cycle: Thestepsincludedinthiscycleare:
1 Ordering - done by salespeople, dealers, and customers.
1 Invoicesare prepared and copiesare dispatched to different departments

1 Onavalilability of stock goodsare delivered otherwise out-of-stock items
arereordered.
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A customer expects on time delivery of the ordered item. Therefore, the above
steps should be performed quickly.

i) Sales Information Systems: Marketing managers require the latest and

updated information about the market. Using thisinformation, they cananayse
dataabout the progpects/'customersand immediately send feedback/salesreports
to the salesstaff at thefront end for taking necessary action to either increase
salesor stopfal insaes.

According to Kotler some questionsthat can be asked from the managersto
know their information needsare:

1. What decisonsdo youregularly make?

2. What information do you need to make these decisions?

3. Whatinformationdoyou regularly get?

4. What specia studiesdo you periodically request?

5. What informationwould you want that you are not getting now?

6. Whatinformationwouldyouwant daily?Weekly? Monthly?Yearly?

7. What magazinesand tradereportswould you liketo seeonaregular basis?
8. What topicswould you liketo be kept informed of ?

9. What dataanalysisprogramswould you want?

10. What arethefour most hel pful improvementsthat could be madeinthe
present marketing information system?

Market Intelligence System: Aninternal company record providestheresults
datahowever market intelligence system gives dataabout the ongoing activities
inthemarket place.

Marketing Intelligence System:

According to Kotler, "A marketing intelligence system is a set of procedures and
sources used by managers to obtain everyday information about developmentsin
the market environment.”" Information is gained through various sources like reading
aticles, taking to cusomers, digtributors, and suppliers, meeting with other company
persons etc.

The steps involved in marketing intelligence systems are:

1.

2.

Training and motivating the salesforce to keep atrack on new devel opments.
Motivate distributors, retailersand other mediatorsto passthe knowledge.

Companies should have knowledge about the competitors. A company can get
information about itscompetitorsby:

1 Buyingthecompetitorsproduct
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1 Attending trade shows, and meetings

1 Takingtoemployees, deders, suppliers

4. Sendinginformation for the manager to make businessdecisions. Information

should be send carefully to the concerned person. Only the concerned person
should get therequired information.

A customer advisory panel should be made, having customersasthe members.
Where the topic discussed can be customer's requirement of services, new
technol ogies, or anything acustomer want to sharewith the company about the
products. It helpsthe company to understand the customer needs.

6. Purchasing theinformationfrom outside sources.

Egtablishment of marketing informeation center to collect and circulate theinformeation.

C.

Marketing Research System: Accordingto Kotler, "Marketing researchis
the systematic design, collection, analys's, and reporting of dataand findings
relevant to aspecific marketing situation facing the company™. TheMarketing
research processinvolvesthefollowing:

i) Definethe problem and research objectives

i) Developresearchplan

iif) Collectinformation

iv) Andyzeinformation, and

V) Presentthefindings

Note: Marketing research system isdiscussed in detail in the chapter "Fundamentals
of marketing".

d. Marketing Decision Support System: Marketing decision support systemis

acollection of data, toals, techniquesthat hel psthe marketing managerstotake
important decisions. Theseare customizedinternal aswell asexternal reports
that help amanager get abird'seyeview of the business. Marketing decision
support systemwill bediscussed later in the same chapter.:

Check Your Progress - 1

1. Which component of MISwould you useto get the updated info about the

market developments?




10.3 SALES REPORTING MECHANISM

The decisive moment in any businessis the sales numbers. The sales numbers
contain every possible reason of low/high sales. It meansthat after going through
the sales reports one can guess reasons for sales drop or increase for the business
at that point of time. A drop in sales volumes can be attributed to reasons like
out of stock condition, more number of holidaysin the month or loss of akey
distributor for the company. Similarly, increase in volumes can a so be assigned
an appropriate reason.

i. Importance of Sales Reporting

Saesreporting mechanism is used to capture the sales data accurately, timely, and
in detail and, which iscritical to assessif the organization strategies are giving
desired results and required mid course corrections. Sales reporting can be done
at various parameters some of them could be:

1 territory level detallsi.e. regionwise, zonewise

1 product wiseweekly, monthly salesfigures

1 salesrepresentative wiseweekly, monthly salesfigures
1 Didribution channel wiseweekly, monthly salesfigures
1 Competitorssalesfigureson monthly basis

It isimportant to collect information in as much detail as possible. This data can
be collected from salesteam, or centrally from warehouse/dispatch center or from
distribution channel. Once the datais collected, it is used in various analyses to
derive reports and conclusions.

Saesreporting mechanism helpsin building common objective amongst the sdles
team to move faster to achieve targets for the accomplishment of the overal
organizationa goa. The two important benefits of salesreporting are:

a. Faster Growth - Target Achievement

A salesreport provides direction to sales/marketing team to reach the desired
goal. It also provides the area of growth and concern on which acompany can
work. An accurate and timely sales report hel ps grow the business. These reports
can be used to ensure that al the clients, and the entire territory is adequately
covered. For example, acompany has set itself atarget of Rs.50 lakhs of sales
infinancid year 2006-2007. At the end of the first quarter, the company finds that
it has achieved only Rs. 8 lakhs, a shortfall of Rs. 4.5 lakhs (assuming that it
should have achieved 25% of estimated yearly salesin first quarter). To analyze
the reasons for low sales, the company can use sales report across various
parameters like - zones, product lines, distributors, sales man, months etc. to pin
point the find the actua cause. With this analysis, company can take appropriate
corrective measures to achieveitsfina targets.

b. Focusin Employees

Salesreports are actively used by sales force aswell as the support functionsto
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know about the organisation's overdl gods. It helpsthem to plan their efforts. For
example, based on the analysis of sales report, the sales team could do the
following ectivities

1 Plannew promotion activitiesto push salesin aparticular market
1 Plantheir sdlescallsas per market requirement

1 Sales manager could motivate the team which has done well and set their
performance as benchmark for otherstofollow

ii. Sales Reports

We have just discussed the criticdlity of sdesreporting in any business organi zation.
Some of the critical aspects of sales reporting plan are asfollows:

a. Target Setting

Sales report should measure achievement against the set target. Salestarget are
derived from annual salesforecast, which in turn is derived from management's
decision on desired market share and their assessment of external environment.
The sdlesforecast becomes the starting point for planning production, finance and
workforce size etc. The salesforecast is further broken up into sales forecast of
different products and different territories. Such plans are further divided into
sales for each area and each sales representative.

In an ongoing business, the sdestarget should be at least equd to sdes achievement
of last year and plus some growth. For example, last year in territory A for
product Z, a sales person achieved 100 units. Then for the next year he should
at least target 100 units plus a reasonable growth of 15% to finalise his sales
target. In this case it would be 115.

The growth is a function of sales representative's assessment of market, his
willingness to accept higher target, spend budget and any significant change in
externd environmen.

The business owner has to be cautious while setting targets. Setting very high
targets may de-motivate the sales team and at the same time, setting very low
target may lead to under utilization of salesteam potential and complacency inthe
salesforce.

b. Report Analysis

Any sales report contains lots of insights about the market and the sales team.
Theseinsights have to be derived from the data and require human intelligence.
To keep the sales team motivated, it is important that sales manager or the
business owner analyzes the data and gives aregular feedback to the sales team.
Over aperiod, certain analysis can be standardized. A typical salesreport for a
dairy unit would look like:



Territory: Jaipur Market Information System
and Logistics Planning

Month April May June July
Salesof Liquid Milk (Kilo Liters) 100 100 90 88
Sales of Ice-Cream (Liters) 200 210 210 240
Target achieved (%) 80 80 75 74
No of sales call 80 84 84 96
No of active dealers 30 25 30 28
No of new dealers added 12 13 13 13
Traveling expense 2 2 2 2.2

Sales manager or the business owner can anayze the above report as follows:

Sales Growth: Sales of Ice-cream is declining while sales of Liquid Milk is
growing. This data can be compared with smilar datafrom other regions. In case
the trend is showing faster growth figures month over month in other regions, then
the company needsto further probe into communication strategy, product festures,
pricing etc. to understand why sales growth islower in case of thisterritory. Saes
team needs to be asked reasons for the slower growth.

No of Sales Calls: This measures number of customers (deal ers/distributors)
visited. In this case, the number isamost stagnant. Sales manager should give
feedback to salesteam on expected number of sales call and plan to achieveit.

No of Active Dealers: This measures number of dealers who are selling our
product. In this case, this data is also stagnant. The sales manager needs to
compare it with other regions and also against the given target. Another insight
that can be derived from the report isthat the region isloosing dealers. Thisis
derived by deducting number of new dedlers added from total number of active
deders.

Such reports can be combined with other information to analyze various aspects
of business.

c. Objectivity in Rewards

The reward system should be based on transparent assessment of results. In
addition to annual rewards, you can have areward system for sales contests. The
annual award or an incentive scheme is announced at the beginning to incentivise
the sales team to exceed the set targets. The reward system should contain a
combination of growth in pay package, promotion, recognition of efforts by you
and prizes for contests. These incentive schemes could be:

a. Thebest sdesmanfortheyear”, for the person who sellsthe maximum

b. Digributor Kingfor theyear, for the person who appointsthe maximum number
of new distributors
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1) Youfoundthat the sale of cheeseisdeclining. Onwhich parameterswould you
analyzeto decide onthe corrective measures?

2) Andyzethefollowingtable:

Month April May  June July
Sales of your Pouched Milk (Kilo Liters) 100 100 80 70
Sales of competing brand of Pouched Milk 0 0 40 60
(Kilo Liters)

No of active dealers 30 28 22 20
No of new dealers added 5 3 1 1

10.4 MARKETING DECISION SUPPORT
SYSTEM

A marketing decision support system (MDSS) helps a company to make better
decisions. According to Kotler "A marketing decision support system is a
coordinated collection of data, systems, tools, and techniques with supporting
software and hardware by which an organization gathers and interprets relevant
information from business and environment and turnsit into abass for marketing
action.”

A market decision support system consists of tools, models, and optimization
routines. Let us have alook at each of them one by one.

The dtatistical tools used in decision support system are:

1. Multiple Regressions: Itisastatistical tool to find out the correct strategy, it
showsthe changein dependent variablewhen theva ue of independent variable
ischanged. For example, if we add some promotiona schemewith any milk
tetrapack, how will itimpact the sales?

2. Discriminant Analysis: A techniqueto differentiate an object or personsinto
different categories. For example, weare selling adairy product in different
locationsof acity thenfinding out thelocation for maximum or minimum saleis
discriminantanalyss
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Factor Analysis: Factor analysisis a mathematical tool to determine the
dimens onsunder interconnected variables. For example, dairy productscan be
divided into milk and milk products, and milk can further be subdivided into
packaged milk, tetra pack, loose milk etc. This factorization is helpful in
understanding abusiness better.

Cluster Analysis: A techniqueto dividethe objectsinto identica groups. For
example, incaseof dairy, wecandividethecity into different locationsor clusters
depending on the sale of aparticular product. For example, with the help of
Cluster analysesyou can find out that the south zonein Delhi consumesmore
|ce-cream in brick form ascompared to novelty or stick form.

Conjoint Analysis: A techniquewherethe usersranked preferencesfor offers
areused tofind out the users utility for each attribute and therel ativeimportance
of each attribute. Theattributesfor milk can be defined as packaging quality,
smdl of milk, timely ddivery etc.

Multidimensional Scaling: A variety of techniquesfor generating maps of
the competitive products or brands on the basis of perception. For example,
finding out the position of adairy product with respect to other dairy brands.

Different models for marketing decision support system are:

1.

Markov-process Model: It showsthe possibility of movement of goodsfrom
acurrent stateto future state.

Queuing Model: Thismodel showshow much expected timeasystem can
taketo processthequeue, if thearrival time, servicetime, and number of service
channelsaregiven.

New-product Pretest Model: Thismodel helpsin estimating therelations
between buyers awareness, trial, and repurchase on the basis of user's
preferences, when the new product comesin the market for testing

Sales- response Models: Thismodel isaset of modelsthat helpsin finding
out the relations between the variabl es. For e.g. sales-promotion expenditure,
advertising expenditureetc.

As described by Kotler, optimization routines involve:

1.

Differential Calculus: Thistechnique helpsin finding out the maximum or
minimum vauedong wel l-behaved function.

Mathematical Programming: Thistechniquehe psfindingthevauesthat would
optimize someobj ectivefunction that issubject to aset of constraints.

Statistical Decision Theory: Thistechniquealowsdetermining the course of
actionthat producesthe maximum expected value.

Game Theory: Thistechniquealowsdetermining thecourseof action that will
minimizethedecison maker'smaximumIaossinthefaceof theuncertain behavior
of one or more components.

Heuristics: Thisinvolvesusing aset of rulesof thumb that shorten thetime of
work required to find areasonably good solutioninacomplex system.

Market Information System
and Logistics Planning

59



Marketing and Logistics
Management Check Your Progress - 3

1) Tofind out effectiveness of advertisement onincreasing sale, which decision
support system tool would you use?

10.5 LOGISTICS PLANNING

Making the goods available to the customer involves planning, implementation,
and controlling the flow of material and goods and this whole process is known
as market logistics. To deliver the goods to the customer on time and at the
lowest cost, business sets up the places to store the products (warehouse) and
chooses the transportation carriers.

The market logistics requires integrated logistics systems (ILS) supported by
information technology (IT). Integrated logistics system involves activities like:

1 Materidsmanagement
1 Materid flow systems
1 Distribution of goodsto theend user

Information technology playsavita rolein managing market logistics. IT helpsin
ordering the required goods online, making payments e ectronically without any
hasde of traveling or moving around. The various activities involve in market
logigicsare:

1 Salesforecasting - abase for any company to decide how much to produce,
distribution of goods, and inventory.

1 Planning - Analysing and understanding market demand and planning for
production

1 Inventory management - Managing quantity of goods/product

1 Packaging - Findising packaging materid, printing quality and pack sizes

1 Inplant - warehousing : stock of raw materia

1 Digpatching - Managing timely dispatch of received orders

1 Transportation - Arranging vehiclesat economica pricefor timely delivery

1 Fedwarehousing - Managing stocksat | ocationsaway from main production
unit

1 Find ddivery totheend user and providing services
60



i. Importance of Logistics in Dairying

Logigticsisone of the most important functions for the effective execution of dairy
business plan. Nowadays logistics itself has become a business that fulfillsthe
requirements of moving goods of any company. Logisticsis aso gaining more
importance because of the geographical distances between the production site
and the consumer. In case of dairying it assumes even more importance because
of perishable nature of the products.

For many companies the market-logistics objective is defined as " getting the right
goodsto the right places at the right time for the least cost”. However, practicaly
itisnot truein most of the cases becauise meeting dl the objectives smultaneoudy

isdifficult. For example, delivery of goods by train will cost less but at the same
time it will take more time comparative to air shipment (which will cost more).

If acompany does not have an efficient logistics system, it can loose customers
because of not supplying the goods on time. In case of dairying specia vehicles
are required because milk and most of the milk products can not be transported
at ambient temperature. Insulated tankers, reefers and refrigerated vans form an
essentid part of the cold chain that is needed for an efficient transportation system
for dairy products.

Logistics decisions are based on:

1 Thecustomer'sneed and expectation

1 Theservicesoffered by the competitors
1 Natureand typeof product

For acustomer the things that matter are:
1 Ontimedeivery of products

1 Incaseof defected item, the product should be taken back and should bere-
upplied

1 Careful handling of the product

For a company it is important to know the customers requirement and the
competitor's service offerings to improve the company's service level.

Milk is a perishable commodity that is required by everyone on daily basis. Itis
one of the most essential food items. Because of its perishable nature and amost
constant requirement everyday in any household, the logistics of milk assumesa
unique character and importance.

ii. Checklist for Efficient Logistics Support
For an efficient logistics, there are some decisions that need to be taken carefully.

According to Kotler the four major decisions that must be made with regard to
market logistics are:

i.  How should ordersbe handled? (order processing)

Market Information System
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I.  Whereshould stocks belocated? (warehousing)

I.  How much stock should be held? (inventory) and

ii. How should goods be shipped? (transportation)

L et us discuss each of them one by one:

i) Order Processing: thestepsinvolved inthisprocessare:
1 Receiving anorder receipt
1 Délivering the product to the customer
1 Paymentrecaiving

The order processing has to be standardized to save time to delivery. It should
also be predictable. There should be a standard time from the receipt of the order
and the time of dispatch of product from the dairy premises. This can be called
as Order Digpatch Time. The lower thistimeisthe better order processing system
is

Order processing should not take much time otherwise it leads to customer
dissatisfaction, which can lower the company's profit.

i) Warehousing: warehouseisaplaceto storetheready goods. A warehouse
hel psto manage the gap between the production and consumption process.
The company decides number of warehousesto keep itsgoods. More number
of warehouses hel psto supply therequired product to the customer quickly but
inthat casewarehousing cost will be higher for thecompany. You need to manage
this by efficient and judicious selection of warehousing facility acrossyour
markets. Locationisafunction of cost of warehouse and the cost of transportation
from that warehouse. In case of dairy products large cold storage spaceis
needed for intermediate storage of products.

i) Inventory: Salespeoplewant that the company should providethedesired
stock immediately that meansthe stock should always bethere but that isnot
always cost-effective. Keeping a more stock requires more space and the
maintenance of thestock. It may a so result in more damagesand storagel osses.

According to Kotler, "Management would need to know by how much salesand
profitswould increase asaresult of carrying large inventories and promising faster
order fulfillment times, and then make a decision.”

Inventory decision involvestwo important thingsi.e. when to order (order/reorder
point) and how much to order. Management should know at what stock level a
new production order for a particular product or product line has to be placed.
The second important decision is how much to produce. Large number of ordered
quantity reduces the frequency of ordering but increasesthe inventory and inturn
inventory carrying costs.

iv. Transportation: transportation decisionsshould betaken very carefully because
it affectsmany thingsthat affect customer satisfaction. On-timedelivery of a
product, product pricing, and the product'scondition after arrivd ; al thesethings



arebased on thetrangportation choice made by the company. Therearedifferent
transportation modeslikerail, truck, ship, and air. Various attributes of these
shipping modesthat have to be considered before making choice are: speed,
frequency, dependability, cost, and availability.

Check Your Progress - 4

1. Writedowntheactivitiesinvolvedinintegrated logisticssystem (ILS).

2. Which aspect do you think isthemost important in supply of pouched milk to

consumers?

10.6 LET US SUM UP

Asan entrepreneur and businessowner one should haveahandful of information
sothat you can plan strategiesto hel p running the business successfully.

A marketing information system (M1S) consists of people, equipment, and
proceduresto collect/gather, sort, andyze, evaluate, and distribute. Thisensures
delivery of timely and accurateinformation to decis on makersthat isthebusiness
OWners.

Thecomponentsof MISare: Interna company records, Marketing intelligence
system, Marketing research system, and Marketing decision support anayss.

Internal company recordsare used to know about the market. Internal reports
aremadewhich includesreportson orders, sales, price, costs, inventory levels,
paymentsetc.

A marketing intelligence system isaset of procedures and sources used by
managersto obtain everyday information about devel opmentsin the marketing
environment.

A market feedback system alowsacompany totest the company's performance
and encouragesacompany to take desired steps. Therearetwo types of market
feedback systemsformal and informal feedback.

Sales reporting mechanism is used to capture the sales data accurately, timely,
and in detail. A sales report provides direction to sales/marketing team to
reach the desired goal.
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1 MDSSisacoordinated collection of data, systems, tools, and techniques with
supporting software and hardware by which an organization gathers and
interprets relevant information from business and environment and turnsit into
abasis for marketing action.

1 Makingthegoodsavail ableto the customer involves planning, implementation,
and controlling theflow of materia and goods; and thiswhole processisknown
asmarket logigtics. ILSinvolvesactivitieslike Materialsmanagement, Material
flow systems, Distribution of goodsto theend user.

10.7 KEY WORDS

MIS :  Management information systems provides the needed
information to the marketing managers

Marketing . provides data about ongoing activities

intelligence system

MDSS . Market decision support system, which providestools
to collect information

Warehouse : aplace where the stock is kept

Inventory . required amount of stock to be held by a company

Logistics : making the goods available to the end user
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10.9 ANSWERS TO CHECK YOUR PROGRESS

Your answer should include the following points:

Check Your Progress - 1

1. Sdesinformationsystemsof internal company records.
Check Your Progress - 2

1. Parameterscanbe- sdesreporting a territory level, monthwise, and distribution
channel wise.



2. Effect of launch of competing brand: Market Information System
and Logistics Planning

1 Dropinsaesof your brand

1 Increaseintota market size

1 Lossof dedersto competition

The management hasto andyze the product features, pricing, and communication
strategy of competition to find reasonsfor drop in sales and take corrective action

Check Your Progress - 3

1. Multipleregression could beused

Check Your Progress - 4

1. TheactivitiesinvolvedinILSareasfollows:
1 Materidsmanagement
1 Materid flow systems
1 Digtribution of goodsto theend user.

2. Transportation isthe most important aspect as consumers expect milk to be
deliveredontime.
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