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Jt-B INDUSTRIAL ENGINEERING AND MANAGEMEN°J' 

- Other · • • h • • d" • 
. sources of information on markets are the publishedstat15t1cs t at give an m icat1on of the 

size of the potential market in various localities. Government and consultants are valuable 

sources of this type of information. 

J 1.t0.2. Objectives of Marketing Research 

- Market research determines who and where the customer is; what are his needs and wants; What 

will he buy; where and how he will buy; and how much he will pay. 

- Market research tells the future of existing products and the products yet to be introduced into 

the market. 

- Market research measures sale trends and sales potential. 

- Market research analysis distribution, economic trends, and profitability. 

- Market research determines advertising effectiveness, consumer reaction and dealer reaction. 

- Market research studies market potential and market share. 

- Market research conducts demand and price studies. 

- Market research popularises the company products and makes them acceptable to the consum. 

ers. 

- Market research keeps a business in touch with its markets. 

- Market research explores new markets and helps developing new products. 

- Market research safeguards the interests of the company against unforeseen changes in the 

market. 
- Market research guides sales promotion efforts. 

- Market research analysis user characteristics, attit!!_des, and opinions with particular emphasis 

on any shift in market composition or personaJ preferences. 

31.10.3. Scope of Marketing Research 

- ·Major marketing research activities are : 

1. Measurement of market potential, 

2. Determination of market characteristics, 

3. Market share analysis, 

4. Competitive product studies, 

5. New product acceptance and potential, 

6. Short and long range forecasting, 

7. Studies of business trends, 

8. Establishment of sales quotas and territories, 

9. Testing of existing products, 

10. Product mix studies, 

11. Acquisition studies, 

12. Studies of advertisement effectiveness, 

13. Media research, 

14. Pricing studies, 

15. Plant and warehouse location studies, 

16. Packaging research, and 

17. .Dis•ribution channel studies, etc. 

31.10.4. Markct~Procedure 

1. Define the probl~.c~rly. 
JIii 

I I I ' I 
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SALES AND MARKETING MANAGEMENT 31-9 
11 2. Develop a clear set of research objectives. 

3. Supervise or subcontract the task of collecting the data from existing and would be consumers, 
etc. 

4. Extract meaningful information from the collected data. 
r, 5. Prepare a report presenting the major findings and recommendations coming from the study. 

31.10.S. Market Research Techniques 

Some of the techniques used by persons engaged in market research for collecting the data [refer(3) 
of Market Research Proeedure] are as follows : ' • 

1. Dest researdL 

, Toe data is ~llected from._th~ information published by the company or outside sources, e.g. 
go\lernment agenetes, trade ass0etattons, etc. Desk research is done on : 

(a) Sales analysis, i.e. past sales, fluctuations sales and promotional expenditures, economics of 
ordersize,etc. ; 

• (b) Co"elation studies, concerned with finding the relationship between two or more variables, e.g., 
number of new cars produced and number of car batteries sold. 

( c) Ratios, such as stock-tum (the relationship betweeri sales and stocks), profit per rupee invested 
(eamings/~pital) etc. 

2. Postal Questionnaire 

Carefully prepared questionnaires, consisting of questions-short, specific and statistical or open­
minded are posted to a selected sample of respondents for collecting specific data from them. 

; 1, '3. Telephone interviews 
Telephone interviews are conducted at a personal level with a selected sample of people for collect­

ing their views. 
4. Penonal Interviews 
Persolijll interviews are conducted on a simple question and answer basis. Such interviews give best 

results with greater reliability. 
S. Observational Method 
The marketing research personnel silently observe others and collect the desired information, e.g., 

by standing outside or in a wine shop, the brands more frequently purchased can be found out. 
6. Statistical Methods 

Statistical methods make use of large precollected data and logically conclude the market 
investigations. 
Bar chart, histogram, frequency polygon, frequency distribution curve and the concepts of 
average, median, and standard deviation help serve the purpose. 
(Refer Chapter number 8 for details). 

31.11. SALF.S FORBCASTINO 
31.11.1. Inttoduction and Importance 

Forecasting is essentially the art of anticipating what buyers are likely to do under a given set of 
conditions. 
The market research conducted bya firm plus the analyses of current sat~ experience and trends, 
form the basis for the construction of a sales forecast. 

- The sales forecast is a commitement on the part of tnc-sates departm#ntt~d each of its divisions 
of the expected sales likely to be achieved in a given period ,et stWted prtces. 

- Sales forecasting sho1,1ld be very accurate because productio~-stoct holding plans and the 
whole train of events following from these are based on them. 
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4 

Plant Location, Layout and Line Balancing 

4.1. CONCEPT AND FACTORS GOVERNJNG Pl.ANT LOCATION 

A plant is a place, where men, materials, money, equipment, machinery, etc. are brought togethe 

for manufacturing products. 
r 

. . The problem of plant location arises when starting a new concern or during the expansion of the 

cx1s1mg plant. Plant location means deciding a suitable location, area, place, etc., where the plant or 

factory will start functioning. Plant location involves two major activities. First, to select a proper 

geographic region and second, selecting a specific site within the region. Plant location plays a major role 

in t?e design of a production system as it determines the cost of 

(a) gelling suitable raw material; 

(b) processing raw material to finished goods; and 

(c) finishc<l products distribution to customers. 

Hardly any location can be ideal or perfect. One has to strike a balance between various factors 

affecting plant location, which are discussed below: 

(1) Nearness to Raw Material It will reduce the cost of transporting raw material from the 

vendor's end to the plant. Especially those plants, which consume raw material in bulk, or raw material 

is heavy, is cheap but loses a good amount of its weight during processing (trees and saw mills), mus1 be 

locat/::d clo1.c to the source of raw material. 

/ (2) Transport Facilities. A lot of money is spent both in transporting the raw ma1erial and the 

li~ished goods. Depending upon the size of raw material and finished goods, a suilable method of 

transportation like roads, rail, water or air is selected and accordingly the plant location is decided. One 

point must be kept in mind that cost 0f1ransportationshould remain fairly small in proportion to the total 

cost. 

(3) Nearness to Mar,kcts. ll reduces the cost of transportation as well as the chances of the finished 

produ<.:ts gelling damaged ar.d spoiled in the way (especially perishable product$). Moreover a plant being 

near,1.0 the market can catch a big share of the market and can render quick service to the customers. 

(4) Availability ·or Labour. Stable labour for<.:e, of right kind, of adequate size (number), and at 

rc.i~onable rates with its proper attitude towards work arc a few factors which govern plant location 10 

a major extent. The purpose of the management is to face less boy<.:olls, strike~ or lockouts and to achieve 

lowc~ labpur cost per unit of produ<.:tion. 

: (5) Availability of Fuel and Power. Because of the wide spread use of electric power, in most cases 

- fuel (coal, oil, etc.) has not remained a deciding factor for plant lo<.:ation. Even then steel industries are 

lm:ated near source of fuel (coal) to cut down the fuel transportation costs. 

It is of course essential that electric power should remain available continuously, in propaquantity 

and at reasonable rates. 

(6) Availabilityior Water. Water is used for processing, as in paper and chemit'al industries, and is 

also reLJui(cd for drinking and sanitary purposes. Depending upon the nature of plan!, water should be 

av:iilahlc in adequate Lluanlily and ~houl<l be of proper quality (clean and pure). A chemical industry 

should not be set upA!t a location whid1 i~ famous for waler shortage. 
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pL,ANT LOCATION. LAYOUT AND LINE DALANCING 

(7) Climatic Conditions. With the developments in the field of heating, ventilaung and air­
conditioning, climate of the region docs not present much problem. Of course, control of climate needs 
money. 

(8) Financial and Other Aids. Certain states give aids as loans, feed money, machinery, built up 
sheds, etc. to a11ract industrialists. 

(9) Land. Topography, area, the shape of the site, cost, drainage and other facilities. the probabil­
ity of floods, earthquakes (from the past history) etc. influence the selection of plant location. 

(10) Community Altitude. Success of an industry depends very much on the attitude of the local 
people and whether they want work or not. 

(11) Presence of related industries. 

(12) Existence of hospitals, marketing centres, schools, banks, post offices, clubs, etc. 

(13) Local bye-laws, taxes, building ordnances, etc. 

(14) Housing facilities. 

(15) Security. 

(16) Facilities for expansion. 

4.2. LOCATIONAL ECONOMICS 

An ideal plant location is one which results in lowest production cost and least distribution cost per 
unit. These costs are influenced by a number of factors as discussed under section 4.1. The various costs 
which decide the locational economy are those of 

(a) Land. (j) Freight 
(b) Building/Rent. (i) In-coming. 
(c) Equipment and machinery. (ii) Out-going. 
(d) Labour. (g) Raw material. 
(e) Water, power and fuel. (h) Truces, etc. 

Besides these costs, community attitude, community facilities and housing facilities are also worth 
considering. 

Toe economic aspects of locations are considered or an economic survey or economic analysis is 
carried out to decide as to which of the possible two or more preliminary selected locations, is the overall 
best location. 

Toe following examples will clarify the procedure. 

Example 4.1. Various costs and other considerations have been listed below as regards to locations 
1 and 2. It is required to determine the overall best location. 

Factors Location-1 location-! 

Cost of (Rs.) (Rs.) 

(a) Land I00,000 90,000 

(b) Building 1,200,000 1,300,000 

(c) Water 5,000 6,000 

(d) Power 15,000 f 17,000 

(e) Labour 140,000 120,000 

(j) Freight I 
(i) In-coming 120,000 110,oqo 

(ii) Out-going 160,000 150,000 

(g) Fuel 40,000 35,GOO 

SBTET TG



SBTET TG



SBTET TG



SBTET TG



SBTET TG



SBTET TG



SBTET TG



SBTET TG



SBTET TG



SBTET TG



SBTET TG



SBTET TG



SBTET TG



SBTET TG



SBTET TG



SBTET TG



SBTET TG



SBTET TG



SBTET TG



SBTET TG



SBTET TG



SBTET TG



SBTET TG



SBTET TG



SBTET TG


