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I he uq 1 • thi de\ ,I p a 111 dd r me uring market lr rc I hrand in ~ 

comp titi\ lit a markov br nd wit hing m el 

· ndary d t e element f the transiti n matri. f h mark m d ·I arc unkn \\11. nd 

are c tim tc y m th 

f th thr mp ti rs in the daily Engli h \\ paper mark t in Keny . he ·c re. th 

I ,, I) ati n. The ·t .Afri an tandard and the Kenya 1mc •. 

I hi! m 1dcl J ·H·hpcd \\a arpli d t ft rc a t them rket ·hare of future) ear . I he rl' ult~ of the.: 

stud) tndi :11 d th t. if the pre ent eha,ior f thi market persi t in future. and gi,cn the amc 

per ting nditi n a f, r the period 1990 to 1991 it will e expected that th I all ' f the 

u tom r frican standard and the Ken a Times, v ill decrea e con i tently fr m 

p ri d t ri d until at t ady tate ~hen the brands will retain only 13 % and I % 

r sp ti ely. f th total market iz while the Daily ation will c mmand %of the mark t 

h ·min ft r the derived mea re of market hares i the dev 1 pmcnt f 

m rkctin' str tcgy. and n t n ce sari! for accurate forecasts. "·hich may nc er be realized 

l cau · · nf th intcracti\ c.: nature f the market. 

(vi) 



1.1 Uu k •round 

In thi · era f intense mp ttti n. b th .. .,. rid .. ., ide nd d me tic. bu 'inc firm fall i1e and 

'ariettc have b me m re and m r concerned with lh market- hare figure they a hte;::v in 

th mark t lace. • tarket share measures are u ed a market perfi rmanc indicc . h i_ lcarly 

tic ·irabk f lT the individual on erned to have th r ugh kn w ledg the pr ccs · \\hi h 

m.trk . hare figure and to be abl to anal) z the impact f their 

" •II a their pr ll implications. 

~ing u h kn wledge. one might be tempted too ersimplif the cause-and-effect relationship 

bet\ ·ccn market hares and market ariables, or to equate market hares t profita ilil a n t 

unu ual tendency e en among seasoned businessmen) and fall into deadly trap of blindly 

c mpctin f, r market hares for their own sake. Despite the ob ious importanc a sociated with 

it in man. trm . th appr a h f man managers to market- hare analy i may de cri d a 

·1 he in ten: t in m rk t shar an ly i h recei ed n w impetus in recent y ,ar .. e pe ialty in 

tht: libc::taliZ'lti n fthc econom) and th ad\ent ofopti al- anning s m • f r e.'ample, the 

P (P int of ale) } t ms - t the retail le el for example at Bargain up rmark t). Th 

· tern pu the le · re;:: rd in a c mputer where sale records are tabulated into it m - y item 

·~ zonz ·, S.M. " An investigacion of Market Share Analysis among 
la rge and medium scalo privately owned manufacturing firms located 
w"thin the Nairob~ Area". BA Project, UON 1990. pp 60 -65. 



. tk. ummartc . Th• ha open d a new ur f mar ct- ·har data t the ret 11 l~:v I f r 

lll<tnuf.tdlln...:rs ·on umcr pr du t . 

In part. th pre- 'Cupation o many manager with market har rna) c the undertaking the 

tr tegi mark t-planning h ol of marketing thought. " hi h ha n pr rnulgatcd h) uch 

amb r as . ell. I Iammond 2 and Buzzel.3 since the 1970' . hey emph i1 the imp rtanc 

· much that. if n a cepts their tenet nai el . uring market . hare. will c 

tht: prim. ry bjc tiv in any firm marketing trategie . 1t i f utm t imp rtan e that firm 

match th ·ir thcr apa iliti with the market har that the) urrentl mmand and th ~; 

anti ·ipah:d futur market hare . 

Brand har m a ur ment i among the most widely used of all busines to I . H i c n cqu ntl 

urpri ing that ne annot find anywhere a full discussion of why it is used. th a umptions it 

is founded n, and the o casions when it is likely to be reliable or tho e \J hen it will lead one 

a ·tra •".In ther word , although the concept of market share is widel u d a a tool fi r 

e\ aluating f an rganization the lit rature on this topic doe not indi at it 

advantages \er the other t ol of management c aluation. 

2 Abel t . . and J. . Hammond 1970), strategic Market PJanning: Problem & Analytical 
ppr a he . nglewo d !iff:. ew Jersey. Prentice - Hall. 
3R ert D. Buzzell Bradley T. a1e & Ralph G. . ultan (1975), arket share- A key to 

pr fitability" arvard Busine s Re iew. Jan -Feb 97 -106. 
ee Kuch . · "A Market hare Theorem" Journal of arketing Re earch Vol.Xll 1975 page 

136-41. 

I' 



tan< • ·m~nt \\Ould appl) rand har 

-Appr· i · · 1 ·rlnrman 

ling ales 

\lth ugh th e u· · have me p ints in common. they are e ntiall di crcnt. he 'alit! it) f 

nr rkc.. -·hare me . urcm nt a a tandard f ap raisal and a mark ting targe . depend n th~.: 

untll!rl~ in._: a umption. ~ r an tandard of apprai aJ in som as um d target r obJective . 

·~t:ifi 11_ il n· jud!.!e · managern nt performance by change in market han:. h assume · the 

minimum tar •d m intaming market hare. 

Perhnp th main reason fl r u mg market share changes as a stan rd for apprat tng a 

management p r[l rma.nce the beli f that such measurements separate change in sale 

r ulting from ~ rcc ut ide the firm- uch as general prosperity r ce sion hortage of 

chang in pnce thr ugh ut the indu try, hifts in foreign demand, and go ernment purcha s, 

fr m th e ' hi h the management of the firm can be held responsible. This is e p cially o if 

w n ider a firm who market hare i increasing . Mo chang that affe t indu ·try lc 

unif< rml) d e n t re ult t ch nge in the market share . o that . if the man gemcnt f any 

firm i t in rc~ c the firm m kt.:t hare the must empl y better trategie that will r • ult t 

a ctter c mp titiv advantage than it ' rival firms thus increasing its market share ' hiJc that of 

it ri ali d rea d .It i the particular strategies that the martagcment of each firm emplo th t 



~h:rminc. the ·iti n l the firm in the: indu try in term f mar~ 1 har>. 

n th1 · · r . then. the mark: 1 ·har mea urement \Cr me the \ akn f m 1 thcr ba 

f evaluating manag mcnt per~ rman lik total hilling or nit 

thcr mea ure might give management rcdit for an incrc in bu inc , en when the rc t f 

the indu ·tr had a hieved a great r in rea . n cqu ntly. the e ther as w uld dir ct 

critic:i mat the manag mcnt fa mpan) \\ho ale c I me, vcn if th f: II i prop rti nately 

than th, t f the t tal indu Lr} sale . 

\\ rea · n gi,en b~ m t bu in c. ·uti est justif th u f mark t har measur ment 

for apprai ing performance are fii t: the tendency to pr ~ect change int the distant future; a 

dr p in market hare even when unaccompanied b a decline in total le ), 

up the p ct r of bankru tc · and econd the tendency t interpret a de line in market hare as 

e id n e f having been e ted b~ competitor in open and fair combat and con equently pr of 

of p r onal failure. 

Th use o market hare mea urement a a b is of e aluating management rformanc implies 

that a firm h uld able t ke p pac v.ith all it rival . This as umpti n is hO\ er rar I. 

legitimate. here i a tr ng reason to question \\beth r an firm i exp ·t d to keep pace \ ith 

it ri als wh ther th p ce is clocked in t rms of sale r any oth r measure. 



Pcrh, p. th~ m l gl rin~ dcticicn y of mark t hare 1 rfi rman c n- tan ard or th c:\·aluati n 

r tn'll\'11!\.!nl Ill p ·r[i rman li f ign ran ..: ah lUl thl! linn .tnd it. 

n. \: · .m: lik ly to r.ttc panicular 

e r m. imain high m rkct har\: [! r 

their rganization . mp red t a mana m nt of a company v•h en ark t har t •nd t de re e 

r u tuatt: hi hly But u h an approach fails to n ider the differcn mhcrc:nt 10 

rgani1 tion , nd indu try in ''hi h the two operate. f the c dif crcn c. ar- th fa t th t 

l'U\.:h o1g .. miz ti n m ~ in a di lcrem tage f gr h, m ar~ large '' ith m rc res urce · [! r 

har may not be a g od t I (I r t.:\alu ling nd 

mpanng tht.: p rf rman of th e firms. 

If m urcm nt f market share is to erve as a standard by which man gem nt per[i rmanc 

ma be pprai cd r liabl and objecti ely it must meet several tests5
; 

i) It mu t b p ible to compute the market hares accurate! . r at ast make 

c 111 ut ti n that ar c mparable over a moderatet I ng time. 

( ii) 'I he d rd mu t be con i tent with the a ic < ~ectiv f the firm. that i . 

han c:s in mark t hare mu t reliably indicate hanges in th firm· · b i 

f future pro perity. 

• I id. 



diffi ult. r f 

ppr pri lc r mcJial action ''hen m:111agcmem 

ha - ccn perf, rmin , badly. 

A r \'l '' of th literature indicat s that tocha ti models are widel u ed or market hare 

analy i 6
. The e odels allow for a multitude of the fa tor that affe t c n umer behavi r b 

mean out om f me 

pr babili ti pr cs . h impact f all factor not explicitly con id red in the m del i 

a umcd fi r in the st ha ti natur 

In a gi en m del the e ex genous factors might includ the firm s marketing mix, comp titi e 

activity and cu tomer characteri tics. Thus the problem of de cribing and predicting con wn r 

is r duced to the problem of specifying and estimating a probability law for the response 

f intere . 

t hastic m del are u e as construct for rganizing and interpr ting market data. h u e 

f constructs b. manager and market re~earchers i of c ur ". n thing new en th ugh th ir 

u may not b explicitly recogniz d as ucb. Take f, r e ·ample the cas f ordin r. m nthl 

le data. These data are aggregates of raw sales data and ar used ~ r ales c mpari n 

t""e n months. But consider how little information is actual! con eyed by a ri e r drop in 

tochastic is yo nymous with " hance" "random"or "pro a iii tic". 



I -. ther than just a ignalthat" m ·thin b h pp ned". rhe ·craw fi •un.: idd liuk ide 

of '' h t h happ n d. "here. and \'hy: nor do thl!) pr 'id a 'el) u. d ul pi "lure lf \\}l.lt i 

likd) t h p ~n i pr s nt mp titivc ndition p ·r i ·t. A t ha ·ttc m dd that 1 · a valid 

en rating saJ will yield m re u cful insight. int the 

consum r r spond . 

. l cha i m del may b us d to make conditional predi tion . u has th ulttm tc m<1rk t share 

for brand r the tim it ''ill take the brand to a hi ve it ultimate mar"ct hare7
. The 

pr icti n d pend up n market conditions remaining n tam. In mo t actual ituation . 

c mp titiv condition in the market place will cause the market to alter cours b for it e erg 

to equilibrium. but these conditional predictions are nevertheless useful diagnostic indicators of 

wh re the market is heading under current conditions. Mo t stochastic models will ield 

infi rmation of thi kind. 

t cha ti rand hare models anempt to de cribe the proce s of choo ing ne brand \'er 

an ther8. In cneral brand share models do not concern them 1 e with the tim fa tual 

pur ha c. but rather with th shares of brands gi en that a purchase has been made.9 Thr e a ic 

( 

7 unningham," u t m r lo alty to tore and brand",Harvard Busines 
(no .-0 c.l961) pp. 127-37. 

R . . Frank , Brand choice as a probability pr c s " Journal of Marketing Re earch ,II 
. 19 5 pp 4 7-67 

q M ntgom r) and rban " anagement cience in Marketing" Prentic - Hall International 
anagement new Jer e 1969 pp 55. 

( 1 



(~ r~ . of l hasu have n li d t th con id rati n I brand ·hare . /cr - rdcr. 

I. rk 'ian. nd I mmg m del . ch prc.;sumes a illen:n n urn r hchm i )r pr 

larlo.t \ ian m del urn that. nly the m t rc ent urcha c afl t · the urrcnt brand ch 1 c 

d n n and thu i har . he e m del can enable u t anal 7c the daily ne\\ paper market 

a ) tern to generate ·vital information for deci ion maker . Th aim in thi ·tud. i t try to 

pr di t th futur behavior of the vstem. A detailed di cussion f the uitabilit) f the mark " 

llll d ~1 for thi tu ~ 1 giv n in chapter two of thi tud ·. 

fh~.: dail~ Ill!\\' paJ er market in Kenya i comp ed fthrce main c mpeting bran s .. ·pc iticall) 

the c arc ail) 'ation. ubli h d and circulated by th ation Printer and Publi her ltd; he 

a · t fri an tandard (formerly Th tandard) publish d and circulated b The tandard Limited. 

and the Ken a imes. publi hed and circulated by the Kenya Time m dia Tru t Ltd. The aifa 

Leo is al a daily publication but in Kiswahili language. 

A urv ) y way of a qu tionnaire to the Marketing Managers of the companie that publi h the 

dai I y ne\\ paper reYealed that, the ation e\ spap rs td consid r market shar d terminati n 

a a vcr) imp rtant exerci e for it brand (Daily ati n.Taifa e and lhe ast Afri a all f 

which are treated a eparate pr duct lines. The companie approach to market shar anal. i ts 

thr ugh the c mpari. on f th ir annual forecasted sales t the total Industry for casted al . The 

mcth d f rcgrc ion analysi i mo ly used to arri e at the sales forecast. 



lhc ' tandard tu n th thcr h, nd. th ugh on ·ider . ark t har analy i important. d e n t 

um.k·rtaj..~ th • c. w i · fr"·qu~.:n I . rhe mpan u e · n t dctt.:rmine the urrent market sl1' rc )f 

thctr brand • nnuall) ut u uall ·. a tc::r e ry tv .. ·o t thre )e r . an an mpt i mad t dt.!terminc 

the market ·hare f their brand an the future trend. The a proach mo tly u by the c mpan) 

i t compare their annual sale· to the Indu try annual ales in uni . 

A une: on th market b · th Re earch Bur au E. ) ltd in 1986 revealed that. the Daily ati n 

i · the mo t '' idcl. · read new paper among african adult . It had a p netration f 6 % or the 

urban frican. . ut in com pari on '' ilh other · ngli . h w paper it 1 en trati n i ubstantially 

I wcr in rural area 26% . he tandard had greater penetration among ~ ur p an and A ian 

readers 62% and 43% r pectfully) than all the other daily engli h publications. Among the 

urban African . e eryday reading of the East African tandard showed the same bia towards 

men and the upper ocial class as ' as found for the Daily Nation. The reading frequency f 

the Kenya Time was substantially low among both the urban and rural Africans ith only 7% 

of the member surve ed admitting they read the paper six da sin a we k. 

In gen ral. the survey concluded that, the reader hip of the daily newspap r is biased t ard 

the ail •ati n. \\ith The East frican tandard providing stiff competition, as it had high 

pen tration in ome rural regions and among the A ian and uropean c mmuniti s. Howe r, 

this surve did not gi e an indication of the market shares commanded b each brand in the 

market at the aggregate Je el. It concentrated on particular egments of th reader and th 

: 



pen ·trati n lf cuch brand. in each _::m nt. thu there· till the need ~ r a me ure at th 

a~gn: •all: lc\cl for t: ·h hrund' · market hare. 

1.2 

h imp rtan e f market share measurement has been emph ized in the literature. Y t, 

ac rding to ale ( 1972). market share data is not g nerally availabl . Thi i main! due to the 

diffi ultie in th market hare determination hatfield 1976). The literature ha m del for 

market har detcrminati n. tog ther with th strategic related t market hare. I low v r. du 

t the difficultie in the appli ati n f the m del in r al bu ine. s. a gap \i t b 'tween the 

theoretical lit rature and its application10
• 

Due to lack empirical tudies it is not clear whether the importance of market share 

measurement is appreciated b the Kenya Daily Newspaper publishers. In fact it is not clear 

whether these firm determine their current, optimal and future market share . An in e tigativ 

study undertaken by zonz.i. .M. 1990). re ealed that onl 17.6% of the firms in the K nyans' 

print indu try recognize the importance of market share anal is. This howe er repr ent a er · 

IO\\ perc ntage. which inturn an be construed to mean most of the firms in this indu try d n t 

kn w their current optimal and future market share . 

10 Beii.D & Ralph.LK et al. " 
(, lay) pp 1..,9-41 

r 



d rvt triv t match the pr t.luccr ·uppl to the dem ntl. ·r hi 

3 1111. match beh\C n the I\\ • I r c ample the u1 ply tall . h rl of the 

dl.!mand. the pr u er I c rc\enw: by \vay of uncxpl it d sale pp rtuni y \\h!l il upply 

. urp ··c. demand. the pr u er \\ill in ur high r c f rodu ti n n g d · that ann t b 

di p ed. hi ''ill r du e the r du er profit margin r re ult t a to . 

trive t ob n thi nomic argum nt. 

gi\ n the f: ct that. it mar~ct is \Cf) dynami and the pr du t's life c · lc i quit· h rL (i.e. nc 

da~ ). l:W p per. that ar not ld at the end of each day ar u ually u ·clc .. and ann t he ld, 

but ar n.:turn d to the ' mp ny. Th re are high le els of returns ev.. pap r that ar n t 

ld by the C\\ paper vend rs in this market in Kenya. ompanie in th indu tr ( ati n 

7 w pap r td, he tandard Ltd and the Kenya Times Media Tru t td ar tri ing to equate 

their uppl t d mand and reduce the high level of returns. 

he maj r c us f the mismatch are the inability to make accurate proj ction of the brand 

demand ( r it rand h re . If ac urate projections can be btained, the re ourc can 

m )bilized t m t the demand each brand. or example, if brand hare can pr ~ ted with 

f c uracy. ) fi r the next fi e. ears. then fund can b ught t prepare fi r 

uch no"'. n effecti\'C r jc tion or forecasting model is ne e sary to enabl ad quat planning 

and - rdin tion. Th for c ting of mark t hare particular! in the new pap r market\ uJd 

go a long \.\a ' t ''" rd helping to match the resource to the anticipated demand. 

I 



."\.:nt~ld (I • ·). e tabli hcd that in tho e indu trie wh r market h re are relative! stabh:. and 

linn. • r able t omput their pr j cti n · market . hare .the may an c. trem ly u ul 

ft re a ting. tl 'i ll1is i done pr ~e ting a firm· pa m rket han::: t btain a 

f rcca t of the firm. n1i can al e d ne 

There ar rampant a es of con umers in the n wspap r indu try mi sing th parlicular brand of 

th dail) n \\ paper tb ' are u d to reading. This phenomenon is mostl_ mmon in the rural 

an:a . <md omc town that arc far from th cit airobi). Al o th r re idents withir1 me 

ai r bi uburb experience thi pr blem. In other areas, the problem i ne o ov r di . tributi n 

of om brand of newspaper , and , this results to high returns of un old copie . 

All th e problems points to the fact thal the firms in this market do not know th mark t share 

which they command, or if they do their measures are not correct or they ha e no predictions 

of their share in future periods. The e measures could be important for determining the demand 

for their brands, and thus match their resources with the anticipated market share. 

It is again t this ackground that this study is de med neces ary to tr and deri a measure of 

th market har of the brands in thi market and predict future share . 



1.3. 

rhc objl.' ti , . of lhl. lll ) i apply a tic 1 1 del. . pecifically th, marko\' brand 

. \\ it hingm dinthedt:ri\>ati n [market hare f rthe rand inthcDail* 1 cwspaper market 

and u it t predi t future brand hare for an gi en future year. 

1.4 Importance of thi tudv. 

Th tudy i imp rtant for a numb r of reason : 

(a). It will pr \'ide tiP indi\'idual firm that opcrah: in th dail) · ngli h new pap r market'' ith 

an e timat f th ir brand' har . curr ntly and al with the foreca ted future rand har . Thi 

'vV ill nabl them to plan for the future of these brand , and formulate better marketing plans and 

strat gie . 

(b) Th tudy is also important to the shareholders as it generates information that they can use 

to evaluate management's effecti eness and efficiency. Effecti e management should b able to 

u tain or increa e the brand hare relative to c mpeting rand '. 

(c) fhr ugh the e. pected recomm ndation f the study, the bu iness c rnmunit) will benefit 

fr m the informati non brand hare anal i u ing the markov mod I hich the can replicate 

in their resp ctive market . 



!d l'h · tud) 1 • L unp mant I r ac dcmi pur ·e ince it will ontrihutc t the b d · < f 

kno 'h: lge air ad) ~xi ting in thi parti ular field f tudy. 

(c) n ther imp n nl ntributi n f thi mcth d of anal~ 1.· to bran hare . i. that. it an be 

ag r mp nng the different marketing strakgi . hat i , the manag r may C\'aluatc 

di [I rent mark ·ting trategic in h:rms of bow they are belie\'ed to affect the tran. iti n matri. 

d~melll . . <lnd the ~l rrrsp nJing t•ady tate implica i n . Thu . the manager i. abl l ' lain 

. t me kding h r h \\ I ng. n the a\·erage. the cu t m r · \\ill rem, in I yal to hi. brand. 

' trat~:gi ·. an I. be de\ i:ed on th ~ b· i of as· ·ment f v.h. brand cust m~r. arc being' t n 

frc m. and I ·t t . and the izc f the gr up that remain ) al t a given brand. 

I 



\t1arket hare can b mea ured in either of two general \\a)s: 

(i B) c mpanng one's ''n ak \\ilh known indu tl) ak.. When the pr duct 1 a 

on. umer pr du t. ·uch data aim t invariabl) de crib~.:s ale l middlemen rather th, n 

wnsum ·r . "ith the r · ·ulting de ign of ddaycd r~c;ognition f the di -intended. or \\Ollcn 

in\'enti n in the han nels if the c n um r market i lagging. Thi f our c an au 

managem nt complac nc . when deci i c action i called for. 

11 urv 's of Consumer Purchases Paul arvey) 

Thi method requires v ry great efti rt and outlay if reliable information is de ir d for fluctuation 

in market hare in the indi idual egrnents . 

. 1any fum an ompute market shares by u ing vera! diffen:nttyp s of b i informati n. F r 

in:tance market hare ma~ be comput d in ph_ ical unit without re p d t the hilling ums 

invohed. 



I i fti uhics tn mea uring markd share mcasurcm~nt mu t make all)" ·an c · fl r unustH.JI .-aks 

cunc.liti n • t th~ \cry •ginning and end ol the tim • pen d und r rutin~. ·1 hi. is c 1 · i3lly s l 

"hen 1nc i Ill\.' a uring markd ·hare during a ·hort pen lc.l. lik~ a month nr a quart ·r ran yew 

d lt\cri n thl.! fir"l and I day 

uremcnt i · eing made in limited geogr ph1c areas). larg 

f the m nth are n t u ual and tend to dist rt m nth t< mt nth 

c mpari n '' ith market hares in the pre ding ~ear. 

>thcr diftkultu: , ri e b cause the market hare m asurem~.:nt might b • mad..: at dilll:r..:nt p linl 

in the lndu try stru lure . . p cifically. it w uld b p · 1hlt..: t mea urc market . han:. by 

di stribuwr. · ale· to n:tailcr und imilarl}. market har • might b" measured by manufa ·turcr' . 

de lin . 

peri d. 

would one obtain the same market hare result the· diffen.:nt 

JH.: mea ur might hO\ an increase during a p ri d in which an th r indi at a 

that ffect. c nclu ions ba ed on one measure could be in orrcct for a c n idcra le 

I hu . tt appear that dJfficultic f timing and tage of indu try at ,.,.hich ale arc t be mea ured 

can pr lu m asurcmcnt f market hare that are mi leading, and \.\hen cr eriou d1 fi ultic 

ul n • sur :m be certain that e\en . cri u ·rror in interpr tati n mtt.' an c. 

T \ere me the c difficulties thi tudy will use the annual circulation figure o the three 

hrand of new paper that compete in the daily new paper· mar et. The annual figure ' ill 

( 



pr n ide data that i more rdiahlc than the m nthly ligun: "hich '' uld b • a f ted \ the s<Jil' · . . 

k'd hangc lh~.: figure al. 1 n:pr~.: ·nt th ale · fthc puhlt.hcrs t th~.: di ·trihut r: "hich 

ultimately impltc the · • arc the le. t l the linal n urn r · for th · pr ucts. fhis helps t 1 

'er me th di1 1 ulue r timing. as the pu li ·her and ret iler · lc arc c4ual. 

D market hare mc<nm:m r.t meet lh' tc·t f indt ling source f dtfti ulty or the 

making for UCl:~.:s ·: Doubt ha\'c n the rrelation h tw~.:cn h ngc. in 1111.: mark t 

share an<.l manag ·mcnt c cdlem:c. but uppo e \\C n ider th ituation in "hi h th~.: market 

shar f a fim1 ha · declined and n thing other than managcmem wcakne 

an management infer anything ab ut th pecific err r that r quire c rr ti n fr m 

an aminati n of th change in the market share? learl · there is n thing in thc kn wledg that 

a firm ha I t gr und relati e to the rest of its industry to indicate why thi happ ned. At be t, 

market shar movements can ignal that something i wrong. but they do n t indicate the cau e 

f the tr uble. 

Indeed, market hare ffer onl: one ad,antage ver oth r stan rd , namd., the 

"aut matically" atlju t fi r conditi ns that are mm n to the indu. tr) a wh h: 11 . H wever. 

this aut matic adJJ uncnt i not an a curat one for tt impli~.: that ut ·ide r r c impinge cquall) 

n all firm v•hich we kn \ is not general) th rati nale. tarket har p diffi ultic in 

II c ~ tn te I and ~ 



mea un.:mcnt tlr t \\cJkcn their rdi bilit): wcaknc. · • , the d nt t indicate the contlilllll that 

mu. t h • rl.! ·ti ti\,;d. On h.1l. nrc. then, mea ·urcm ·nt r market harl.! pr 'ides a f ulty stand;u d 

manag ·mcm. 

ivcn that trm mp ·t • (! r mark t hare. an as umpti n relating a finn· market han: t it 

\\11 m rkcting cxp nditurc and that fit com tit r i need d in rd r t m del marl.cting 

\.'Oillp titi n. 1 h · pr du ·t!' f the diftcr nt firm · are as umed t mm, nd different h~'d 1f 

~.:on umcr prd r nee. larket h c mea ur ha,· en found to be particulnrly u dul in the 

~ ·t im.til n ut' m 1rk ·t . en iti\ it). \\ ith r . p ct t mark ting e. pcndi ur . • 1 t o the pre\ i us 

rt:scarch in tht field h. s a.· ·umed that market har are gi en b th uncti nat form m del 

. ugg t d )' ill 1961 ). Thi m del belongs to the class of "Market hare attra ti n" m d I . 

which arc the rcti ally app aling becau e the are logical! consi tent; that i they yield mark t 

. har that ar tween 0 and I. and that sum to one across all the firms in th market. n the 

f c mparati e empirical results for two markets Nart and We rb rgh ( 19 I tentatively 

nclud •d that th market hare attraction models ha e ener prediction wer than th m re 

Ia ic market . han: p ifications. The model argu that a firm market . hare i · equal t the 

rati f it attra ti n to th total attraction of all ftrms. 

Dan I I r "-. put the fact r · influencing market hare int thre catcgorie . P P"ir ·tty. ad' crti ing 

c:penditur ~. th pr "nt and pa t. ndl. the brand' other marketing ti itic 

12 i\ en , 1 and Hor ky D. " pplication of a c mp itc ·t ha ·ti m el rand ch i e" 

==.:..-=-:...:..:.====-===a::....::rc=h ol. X I (, fay. 197 ). PP. 46· 71. 



pricing. pn du ·t qual it~. n '\\' vam:t) intr ducti n • di. tributi n and dealer a tivitics L<t tly. 

i nd ustr~ lactor ·. ·u has the pr dut·ts primar demand and c mpdit r ·· acth itil: .. I k argued that 

van ahlc )Jllc.uncd in th~.: fir t and . cc md f: 

while vari blc th!.! last fa t r arc n t 

rc c mr llahlc to a grl! t c tent h~ the firm 

c mpan r. th ref ore. ·h uld fall back i nt thl! c 

adj u tm~.:n 

iall the fir t tw if the pre ent or predicted shar i not a c, p ted. Thi require 

n th fa t r and th ir ac mpanying variable . 

Empiric. I~.:\ i cncl: h \\ lin!.. bd\\een marl..et hare and prufitabilit} <Ind r turn on invc. tm~.:nt 

<R I) 'c h~.: ror (1974. lll tnd·d the m.uket hare c ft:CLJ "robu. t" a ro · a "ide range f 

\'ariablc dcflniti n . ·ampling frame~ and ac unting method ariati n. 13 

Hender n argued th t 1 ~. "in a competiti e bu ine , market har determine relati e 

pr fita ility and, when it doe not d o, it is nearly ahva caus th r 

is mi defined." Buzzell. al and ultan studied 57 companies and found a p iti e r lationship 

between market share and R l 1s. As market share increases, a bu iness is likely to have higher 

pr fit margin a declining purcha e- to- ales ratio, a decline in marketing cost sap rcentage 

f ale . htghcr qual it) and higher priced product . The auth r IL ted cc n mics f cale, market 

ha r r . f. ( I 74 "Ec nomie of cale · Indu trie nccntrati n". in indu trial 

I ~ 

I ~ 



ro'' ~rand quality f management ~ the rca ' )Jl why m rk t share i pt siti\ ely related w R 

l h ·~ n n ludc h) ath'ising firms to anal) 'll' their \\n p siti n in order t .1~:hicvc th~.: be L ,f 

'\lsi nd b ndi r the difh:n.:nt ~tr h.:gi . Bruzzel and I le ( 19 7) c mtcntion that mark t 

hare: ac~ unt f r 14% f the 'ari ti n in R I e m to illu tratc the c n cqu nee· of ign rinu 

th problem crt:ated b} their un erva le erial correlati n. ·r m the PIM project it v.as 

f 10 point in market hare i ac mp nied b) a differ n 

l'r ~ b ut p int in perccntag R I. 'malh: ood and ndi k111 argue that a higher market 

. hare ran mmand a higher price and re eive a return on premium r 'lati\·e t lc w hare 

hrand . 

Rea tin_ t the abov m nti n d itiv relatjon hip b tv.; en mark t h re and R I. R mmelt 

and Wensley17 argued that the a ciation b tween market hare and profitability i "an 

empirical r gularity in n d of th ory. "Gale and Branch ' conclud d that it i infact the r le 

f market shar in reducing c t rather than creating market power that g nerates the associated 

market bar and profit. n ( 1988) argued that market hare is po ited to be the 

II.. 

17 

mall \\ d D ohli k J ( 1979) "Pr duct qualit) in marke \ here con urn r ar 
imp~:rt tl~ rn(i nned" uarterly Journal f c n mic . 93 (te ruary) in Jacob n 
R. "Di. tmgur ·hing , mong competjng he ric of mark t har effe " J urnal f 
Marketing ·t-1 8 . ol. 2. oA, PP. 43-61. 

Rum It R. . & Wensley . 1 0) "in ear h orthe mark ·t share effe t", working papl;r 
M L-61. nivcr i ty of .ali[! rnia. Los Angels in Jacob n R. marketing t-
1988. Voi.S2 .4. 

ale B. . & Branch B. . ( 1982) " on entrati n s Multi hare: which d termin 
perf rmance and " hy d es of matter? ntitru t Bulletin. 27 spring) in Jacob n 
R. "Di tin rui hing among competing the f market ·hare effect" Journal f 
marketing t-19 ol. -· • .4. 



C( n: qul:ll c f effi 1cn rather th. n it au , nd th t market :h· r • i · n H sunidcnt C( nditi n 

fur mark~t r ' er. \: hm.tkn. c~ ( 19 7) latt:d th. I m t Ludic of ale cwnomic ncludcd that 

l n1tcd tall: m nuf turin 1 lirm gl.!ncrall) n cd rei ti\d) mall market shan.: l( he at minimum 

cfli JCnl cak . P ncr I . Fi her. oar and r nw d I 3) and D •n. ell (I 7 ) ha\'c 

al ue tion d the relati n hip. 

Information to 

I hrcc u:c· of m rht hat · data ha ccn cited in the literature.:. cnn ldt 19 identified tht.: c 

.t · p ·rr rmancc.: e\'aluati n. markd targd e. pr sion and a i tancc in le n rcca tin~. 

nfeldt argu d that m rk t har me urement s m t plac reas nable demands f th 

manag ment. In effect. this tandard compares the perfi rm nee f the management of a firm 

with the a erage p rformance f managers of all other companjcs jn the indu try tak n in 

mbination, rather than, sa · the performance of the ery best. The argument is weak ince 

e ry firm i n t a fe t d qually b all ''out ide force " uch as entry or exit of other firm fr m 

the indu try. hang in orci n market. ource of upply. di renee in rate of regional 

_!TO\\ th . the tr ngth o nt rpri s. the acti n f I al gov mm nt and n affect me 

c mpanics m re than th .· nfeldt further argut::d that. in firm ha\ • different trength 

and wcak.ne. es duet the ab ne may expect the u · f market har m a ·urem nt 

for appraising manag rial performance to result in mistaken v lu tion of individual . Further 

it is like) t re ult in un\\arranted actions to maintain market hare in the face of ine capa lc 



J' ·lin . and c mpla en y h au o ·light marJ...et hart: g in "hen very great incrca tn 

market hare " r rcJdil~ , uainablc. 

The main argument b) xenfcldt wa that market har change a a . t. nd rd for appraising a 

management· per rman c i th belief that such m urement cp rate change in ale 

re ulting from force out id th firm - uch as general prosperity, rcec i n. h rtagc f ~ od, 

..:hang in the pru:e thr ugh ut the indu lf}, hift in(! r ign demand. and g \'ernmcnt purcha.e 

fr m th (; r \ hi h tht.: management f th firm can be h ld rc pon iblc. I hi u c f marJ...et 

·1 r--. 1 ju. titil:d in ~ o hc1 mea. urc su has total profit and unit at . among th r. have th 

\\ akn in gi ' ing manag lnl:llt rai c for an increase f hu inc . when th rc t of th indu try 

ha achi ved a gr ter incr a e. h converse is true. 

For market hare t erve a an objective and reliable standard to apprai e management's 

per[! rmance. cnfeldt sa that it hould meet the following te t: 

(a) Must be computabl accurately 

(b) The tandard prefer bly h uld dire t anention t sources of difficult or f ucces ; and 

(c) 

it h uld uggc t appr priate remedial action \\hen management h b en performing 

adl .. 

'( h ·tandard mu ·t be con i tent with th basic bj ttYe th firm . 



I. · I ~ . xenfcldt e tabli hcd that in th ·c in u tric \\here markrt hare; arc rd tl\ cl; . table and 

lim1 · art: ahlc o mputc their . han: · and determine h \\ abh.: they an:. the pruil.! ·tion of markd 

an e tr~o:mcl) u •tul (; r~ sting dc\ice. Thi. i d m ~ pr .Jcl.:lmg a linn·:-; p 1 

market ·har · to o tain a 

hare predicti n m del . 

be d nc b) u ·ing th market 

P ul Bl om and Philtp K tl r 1975 ). argu d that an organizati nal g al :h uld not be maxi miLe 

marh t . hare but rath r t attain { timal mark t • har . . \ \; lmp;my attain it ptimal mark 't 

har in a gi\ n market r pr du t r brand when ad parturc 1n either dir ti n from the hare 

,,. uld alter the company 1 ng-run proftta ility or risk or oth) in an unsati facto!) way. They 

furth r argued that large c mpanie attract attention and henc unfa orable pres ure from actual 

and p tential comp titors, con ·urn r organizations go ernmcnt ag ncie and s on hence the ri k 

of ad er e ex sure. Thi bring ut the importance of determining the optimal mar et share of 

a c mpan_ which can guide it in the d termination of the r le ant and appropriate marketing 

trategie . he: trategic h uld lead to the attainm nt f thi optimal market share. Th 

eterm inati n f th optimal market hare requires the timati n f the relati n hip b tween 

market . hare and pr fita tlit}. c timation of the am unt f ri ·k a· ciated with each hare le\ I 

and d t nnining the p int at v. hich an increa e in mark. "t har an n I nger be exp ted t 

ring enough profit t c mpcn ate for the added ri k to which th c mpany would exp it If. 

Thi i a n n-tri ial t k. Ri k changes v.ith market har I vel . Ri k is high for lo" market 



. h~ rc c mp nic and d' line a h, n: incrca ·c-. nd th n in rcasc · again at vcr) high marJ..ct 

h r~ It~' d ·. Ri k ( f b~..·ing thr \ n ut f mar ct i high w marht hare lc,cls he au ·c 

.t bu~me. i ubje t to mpelltlvc m tit r . lllll t alf rd adequate 

marketing re a r.t and pr nding and 1 \ uln rablc t ·uddcn ch ng m c n umcr 

t tc or pending. Ri 1.. t rt t fall '' ith in rea ed market hare be au e an organization can 

t:ngage in m re market n.:scarch, op rate b tter information y t m . rt:cruit m re e. p rience 

lll3rketing per · nn I and pend m rc in pr m tion. Ri k f adver c c. p urc i · high at vef) high 

hare Je, el bccau the g \ crnment. c n umer . and m ·tit r \\ill single the u ine out ~ r 

·p Jli alta 1-.. 

D p n ing on i po ition r lati e t its optimal market hare and ac rding to Blo ,. and Kotler 

( 1975) a high share compan} may ad pt hare building strategies like product innovation, mass 

marketing, di tribution inn ation promotional inno ation market p netration new market 

trateg . ge graphical xpan 1 n di co er and pr m te new u e f the product and 

en uragement of more usage r o ca ion. High- hare company al o adopt hare maintenanc 

trategies gi,en that the. hav rea hed their optimal hare level . The. e include mark t 

~ rtifi ation. confr ntati n trategy u has pre-emptive defcn e. c unter offen ive d fi n e and 

mo ile dcfi n e - that i. attack and stretch to new territ ric as de en center and contra ti n 

trateg (that i "ithdrav from some territories to strengthen alta k in oth r territories). 



f < tual market h rc high r than th ptimal share. high- har c mpan) can ad pt . han! 

rl·ducti n stratcgie like rai ing price . uuing back d crti: m nt , nd promoti n. rcdu ·in • 

~n i c. r reducing omcnu:nce featur . In tc d f hare rcdu ti n. a mp 11) an ad pt ri ·k 

( f a ver c e. p ure) redu tion strategies like public rclatt n . comp •titi e pa ificati n. 

dep nden c and legi lati n, div r ification f marke and ociaJ resp n i\ ne . 

llamenne h. der on and Ilarris 1 78 in their re ear h n lo\v market h re but ucc ·s ul 

bu ine urr ughs corp ratior), r wn rk and eal Inc and nion ·amp Inc. 1 r ,. d 
I 

\\f ng the tr ditional trategie of low mark t hare in I \\ gr \\th indu tries h uld b divc.te 

and high market har bu incss in lo\ -gr wth indu try h uld b "milked". h cam ut v ith 

trategie for 1 w market hare cornpanie for succes . The e are to car full egment their 

market (limited numb r f grnents where their trcngths are highl valued and large 

comp tit r ab ent . to u e market research and development funds effici ntl , to think mall 
I 
-

(putting mark t share lov. on the list of bjecti es and di rsify cautiously and t have the chief 

ex cutive's influence a p rvasi e. 

2.4 .Market 

rh • mark t han~ e.timation or anal m dels can e broadly Ia itied int two categ rie . 

1arkct ·hare attraction model and the t hastic JTI( dels. Jn this ection a d tailed i u ion 

f ach f th e classificati n will be offered. 

( 



In th~: e m del . marht shar' i rckttcd t llr:.t ti n which r latl! < nl) t l th\: m:.trkctinc a tion · 

<tnd un ·ontr 11 d ',;ariablcs f ·pc ·ttic II in' entity. W ·hall on ·idcr m rkct hart: tht:orcrn 

in the fi 11 v ing e tion and make a uild up fr m there. 

:\larket bar T h rem 

f11i • theor~m wa pr po cd b~ Bdl. Keen ) and itt I K 

a mp titiv ituation \\her\: purcha ar made fr rn a ct f n " ellcr ". I he "attra tion" of 

th difli rent dl r depl!nd on vari us marketing dt:ci ions. ura ti n I the i'h ellcr i d noted 

by a and tb m rk t han..: Ii r i' · ller by m,. The aim f BK pap r \\3S t give the nditions 

of the r lation hip b tw en attra tioos and market share . hi result t a imple linear 

normalization f attr, ctions; 

Th anra ti n rna) be a fun tion f the eller's ad\ rti ing :p nditurc and cffecth ne , the 

pn f the pr uct th r putati n f the company and on. Th pr hlem here i h w to find 

th e attraction \alue where arnett (1976) admit th t "thi i ann-trivial task". ther 

pr blem of the m del arc found in its as umpti n a id ntified by the critics of the model. 



\ umption I 

n n-nc_ativ that i 

umption 2 

Ler allr ti n hould gi\C :1\:TO market . har . that i . "hen a. = 0 then m, = 0. 

Ace r ing t B , th tw a umpti n are rather inc n quential and are made t implif 

the analy e . hristopher hartfield 1976 . on the oth r hand, fi el that th e two as umptions 

are in fa t cru ial to the theorem and not inconsequential. He argued that, BKL mak it clear 

that the wh le point of th report i to ftnd conditions under ' hich mark t share ar gi en by 

their equati n. He gi e an xampl fa competiti e ituation for exampl going to a d nti t 

where ne '' uld tend t choo tb lc t unattracti c " eller" that i . the attracti n are 

negati\ e . cgative aura ti ns. ace rding to hartfield, d n t ati · ~ the BKL c ndition and 

o d n t I ad t the the r 'm ft rmulati n. 



\ umpti n ~ 

rwo . cllcr. \ ith cqunl atlracti 11 ha\ qual market h rc · th,t 1 .. a = "ttllplt" s m - n1 
u - I 1.: I- I' 

Banmett ( I 7 ) ha ho\\ n that this as umpti n 1 £) for the market shar~ the rem 

\\hich an pr ved from umption 1.2 and 4 onl . thi a umpti n n be di regardcd. 

A· ·urn ption -' 

\ change in the anra ti n fa ~.:omp ~tit r a feet the finn· market hare ) the ·arne am unt 

reg. rdk f 'hich comp ·titor su tained the h nge. that b. fa e )-[(a). for j i i ind ·pcndl:nt 

~ f j '\\ IH.:rc eJ i th r unit \ector. Though thi is an unp rtant as mpti n. it rna) not h ld to the 

fact that n n-linearit. . ) mmetr) and ela ticity c ffici nt are introduc d aJlow di ffercnt 

a · e m nt f market b ha' ior of different pr ducts. Like BKL. Barnett ffer n guidance for 

exampl where the c cffici nts are pr duced "out of a hat". 

ppli ation P r obl m · 

BK made it lear that the) have not deduced an . p cific re ult ab ut market beha ior. but 

rather m mathematical rule f the game. hatfield I 76) feels that a ap r concerned ' ith 

''math matical rule of the game" mu t m ke more efft rt t demonstrate th pr ctical implication 

if any. l> f tht:: result . Jlc harg .1t Barnett that he ha made even le attempt to ju tif · hi 

mathematical manipulations whcr he imply a · that "hop full • tho trying to under tand 

mark ·t beha i r \\ill find thi inti rmati n useful". 



'halli ld f, r that the the rem may be u d in the 'H ng way thu h ing harmful. , ·om\.: 

rl!ader '' h J not foil w the math\.:matics ill\olvcd r d n t rc.lizc: that the thc..:t r~m u pend 

on a · ·umpti n '' hich arc n t ju tifi d em pin all} \\ill impl) tr~ t u ·c it. I he) ''ill realize: that 

the) J n t k.n '' ''hat the "attr ction "are. In any a . auracti n arc n t pr p ni nat t brand 

·bar of ne e it). 

BK ays: "I me ne . en an aura ti n fun tion d pending n a) adn:rti. i:-.g and price:. and 

it tu rns ut to e is wr ng. then the al ulation f market share ''ill be wrong". I h~!~. ho\\c\l.:r. 

dl ll( t ) ht ' · ne can tell that an attraction functi n i \\fong. 

hatfield furth r feel that one do n t ne d the theor m if the aim to c amine the 

relation hip between advertising and brand shares for different brand . hatfield concludes that 

"the present trend toward the use of more and more complicated mathematics often at the 

expens f mpirical analy is is a trend that hould be r si ted sin e mathematics how er clever 

is no ub titute for findmg generalized kno ledge of mark t beha i r of attra tion f, rm . 

In upport the BKL m del, Barnett feel that through one axiom in th BKL m deli . tronger 

than b lute! nece ary. thi inn vay reduce the c ITLCtnes f their analy i a a crted by 

'hatfield. urther. the ritici m to the equal - attractiYcnes - implie -equal market hare 

property as not ha ing ub tance" i surcl) not wrong, for all lin ar-normalized m dcls f market 

share hav thi propcrt . 

. · 



I he e argument· unpl) a deb tc n the th r m "hi h h . ) t.:t t b rc: l\'cd. It is dl uhtlul if 

·u h the I) an really c mil · u cd ' ·ith ut lunh~r t•nli •htcnmcn , n it. empiric. I 

appli ati n. l hi make it dtffi ult r thi . tud. t ju ti · the u o u h a th~l rem in the lad) 

n '' pap r indu tr . 

highlighted in th backgr un , market har 

f h mg nc rand cr an ther. 

r r nd m dds att m t t d ri c the 

el · \\hich arc pr babilisllc are 

nc rn d '' ith the hoi c f rand given th t a pur h. c i t b mad . a\ id 1 nte ml'r~ and 

,len rban ( 1969 put th hastic m dels of brand hoi e into tlu ba ·ic cat g ric :- zcr -

rd r, 1ark vian and learning models. nald orri n I 65 in an arti le ntitled " c ting 

Brand wit hing M del " distinguished thre model typ s that i : le ming m del . fir t rder 

m del v ith heterogeneity and nonstati nary Bernoulli m dels. L onard imon and Marshall 

Frem r I 97 ad ances two categoric of brand ch ice. arko\ ian analy i and learning 

model . F r Lh purpo e f thi paper and harmonizing what the auth r m ntioned a ha e 

id. th .c m d I and mcth d will di cus ed und r tw ub- categ ric : learning m del and 

ark 'i n m el . 

Learnino 11 del 

h linear 1 aming m del has its foundation in the w rk of Bu h and (1 5 ) on 

I arning the ry. Ku hn ( 1958) wa the first to rec gnize and explor Lh p ssibility f applying 



Bu hand' I sh.:lkr' _ ' rk to on ·um r bcha' i r. He pre ·nt d cvid 'nc tll'lt n. umcr ha' i r 

i. a kurning I r l:S . r he mudd hold tim th~ purcha c brand in r 'liSCS it pr hahilit) ,f 

pur h ·e r the n 10-pur ha · • de re ·e the pr babilit) f pun.:ha c} on the nc t hopping trip . 

. \ umpti n f I arning m del 

uali ativ ly th model ume that every p t pur hasc de i ion intluen c · the next purchase 

dccisi n anti the m rc recent th~:: purcha: . the greater th cffi.:cl. 

fhe p pulation i. h mog •nt.: tl . that i .. •1ll con umer ha c learning pro c .. e \\ith the ame 

paramet r , ·alue . Bu. h and 1on teller a urn that h m g ne u p pulati n of onsumcr. in 

"hich th urr nt purcha e dcci ion i influ nc d b at lea t four r fi c mo re ent purchase 

Lastly it i a umed that the market i composed of brand 1 and 0. The learning mod I predict 

the prot tbilit that a cust mer's next purchase will be brand 1 gi en hi pa t history f purcha e 

(fore ·ampl . a last purcha e of 110). ln thi the is. Kuehn 1962) u.cd factorial anJljsis in an 

attempt t i late the effect of purchase . IIi data con i ted of purchase o fr zen range juice. 

where rand I wa sn ' r p and bran 0 \\a all thcr . The re ult. f hi anal si. a1 pcared 

to b c n i tent with linear l arning m del f consumer rand h ic . 

: 



pplication a n d probl rn 

I he linear lt!arning model d ' 'ell p d b) Kuehn \\as n t dire~tl~ and ~ ~h. ti II~ t t ·d. hut hi 

\\ork r\ d a· stimulu I m )rc g ncr I ppr a he · in sl h •. tic m d ling of' t: )Jl. um~:r hdwvit r. 

arman ( 19 6) argu s that little mpirical evid nee ha b en pu li hed in upp rt of the line r 

learni ng mod L and that the results whi h had been publi hcd did n t directly te t th~.: line r 

learnin~ hyp th i . He te ·ted th linear learning m d ·) usir~g Dt:ntlfri c pur ha e panel data 

fr m th Medical Re carch enter f Am rica (. 1R '. ). con umcr panel th~ pl!ri d sub ·ctJUCnt 

to the ; mcrican D m I \ · iation end r m nt of annan in I '. lnni all~. h h)tllld that 

the lin ar I • rning m del provid d a g od fit for the diff r nt ubgroup of th populatt n. 'J he 

coefficient f determination in the rcgr i n variable ranged from 0.67 t 0.99, and therefor 

th dentifrice data did n t appear to be inconsi tent \ ith the linear lt:arning model. 

arman als xamined th projected equilibrium brand hare of resL He [i und that the 

e uilibrium hare ·were e timated to be from 28 to 68 per cent in the ubgr up . This h w that 

the learning pr ce s its If i nonstationary. arman work mphasiz that st ha ti m dels 

are generally amenable t tati tical t ting and th re[i re ma be \'aluatcd fi r their des ripti\'e 

adequa y. The fi rmulation of n ·umer ubgr up . in order t e:amine th effect f 

n the t cha tic model. is an ther g od meth dologtcal t~mure f 

Carman· anal> is. 

, 



D ·m ·ctz (I -). u mg an t nomt:tnc m dd f the ntirc lr u n ar .mge jui industr) a!1d 

hie ~ 'J ribunc panel dat from I 50 thnugh 19.:-7. in\: stig. tc i the toll) 'ing que tit n :-

i) I there a learning pr c 

market'. 

p rating in th mark'-=t that dcr nJ · I ely n th ·age t I' the 

ii) Is the learning pr ce s a function o per onal pr du t xperien c? 

>ue ti n I \Hl an '" red in the negati c. lt can nly be an wercd in the altirmati\c '' ith th\! 

,tdditi nal as ·umpti n that c n um r "learn" a utnon s cntiul produ 1 c.lirt\:rcncc. m.l rdall\'t: 

hift lx;t\\CCI1 th t\\0 cia of brand ·. , n wa to que tion 2 i · in the 

affirmati c f r he fi und a ignifi am negatiYe corrclati n b t\\C~o:n the pur hase: d •\·ott:d t 

national rand and the length f pr duct market experien . He c nclud d that con umcr are 

not "puppet " but that the learn to detect tri ial brand difference . He lie' e that the c re ult 

can b g neralized to an low cost frequently purchased and relati ely simple item . 

tudies b rank 1962 like those of Massy ( 1966) refuted a ba ic as umption under! ing 

Ku hn· s ' rk. that hom gen ity f indi iduaJ . In th tudies an indiv· lual t 1 c f analysi 

conducted n 1 ng purcha e string dem n trated tJ1at indi iduals did n t ha e tdentic I tran iti n 

pr babiliti • nd further that indi\ idual differed in the ord r of the st ha tic pr cc e the~ 

loll wed. hese finding w re upp rted by Blattberg and r ( 1976). 

I 



h lark 'ian M del 

I he· ~ m Kl Is ar\! auribut~:d o th \\ rk f J Ru. · 1an nhtth mati i n h) the name \ . \ . l.~rk )\ 

" h I at r ga' c hi name t a mu h m re hum nc and u ·dull ol of pr habilit: analy i - l.tr~ ' 

chain anal · i . . , ark ' hain descri e a quencc f rand m c' cnt: f r 

inc n umer ha ·i r or brand choic ) in which the pr babilit. f ca h e\cnt 

mpk Lhangc. 

depend nt u n the event immediate! pre eding. Th m del attempt to de cri e th~ tran 1ent 

and th teady - tate cha' 1 r of a markt:t in terms the rand I yah. r,f c n umcr . 

. umpti n f :\larko' 1 del . 

~\c ording t hi W. R dg r 1984), the e a umpti n are as t II w ·:-

ver ne re pond t a gi en et f condition in the same wa . 

u Pur ha e probabilitie remained c nstant over tim . The as umpti n that the pr ability 

that a h usewife will buy a particular brand next time is determin d entire! by the rand 

h last purchased, that is, conditional probabilit r mains c nstant over time. 

111 pro i ion is made for the ffe t n consumer havior f stimuli to witch rand 

u h a adverli ing or sp cial off, r ). 

1 ntgomel) c nd rhan ( 1969) pel led the a umption a : 

I ir t order f switching proce 

11 tati narity o er the data peri d 

m H m geneity of tran ition matrix across brands. 



Based n the ·umptiou • rc ar hers have arg,u d that the c l: ntnbul to \\l' 1k ·n the 

u ·rut ne f the lark ' m del . an th Tl: h been '' id~: r~:. lllllti Ill 

sumption ' 'ia ati ·tical \\h i h 1s n t yet n ·Ju iYe. Th lir t • n. ly t l amine th 

pr edure · were t} an and mith 4 ). he~ u the imp h.: tarko\ m l I t :malyl'c 

pr duct ' it hing eha ior of a panel f I 00 British h u e \\he r a 2 \.\cek peri d bct\\C n 

ing th ··-tt:s d \Cl p d h) An r n 

and dman I -7) they te. ted the rd r of the . 1ark v hain. ·r heir aggrt.!gat da a h ha\cd 

ace rd in • t • higher than zero- rdcr ark v chain. But th rl: '' no uffi icnt d ta to h:: t th~ 

lir l rd r h) p the i · again t cc nd • nd higher rder alternative: ·. Kn wl dge of thi . an •regale 

tir l order b havi r thi proJu t d e n t tabli h fir t rdcr 1 1. kov behavior n the part f 

the individual h u ehol who ent r thi analy is. fas 

f cof e user . zero- rder pr cess m d to b adequate. Patri k and Haire 19 ) on the asi 

f th ir d ta c ncluded that b th zero and first-ord r hypothe i must be r jected. his i 

because the idence is not o str ng as one would wi h with regard to the "true" order of the 

. tark v pr ce of brands. urth rm redealing with arko hains of 

high r rdcr i n t parti ularly ea the order in n..:a , thc cntrie fi r the m tri. · rna 

o ft ' as t render th anal i m ningle s. 

f he ssumpti n f tati narit of th\; Iran ·ition matri · i n t con lu i\e. Her tati naritv mean 

that the tran. iti nal probabiliti s arc invariant o er uffi i ntl long peri ds. C\\ r ar her 

maintain the a umption is ab lutcly r ali tic whit oth rs d n t expect long-run tali narity. 

( 



· tyan and \\ith (19 4) fund in their '" rk that the null hjp th~.: ·i of t tiurnrif) c uld bl: 

r\!j l:<.:tl!d th )Ugh their sample izc lf 1 0 familit! ' as rd.tti\cly mall. 1as y 1% ,, on th~ 1thct 

hlnd. f und th l th' ·tation ity h) p the j \\ n t tena lc f r familj pur ha. \:pall rn for ~:oil 'C. 

I I wever. this tud was famil p cific , nd f limited . ize . ., r mtlie . Patrick and !Iaine 

(1 9 ) fi und in a more recent tudy that lh null h pothe i of tati narity could n toe r jectt!d 

at the .5 I v I for any of eight brands r for the total pr duct Ia · . 

fh Iarkovian m del r quire di ret tim· peri d '' hich ar nl! c · ury for an I) is. for th 

m dd to mathematically tra table. ea h on umer mu t pur h~ . · nl) oncl' 1n en h time 

r ri d. The pr blem her i t c:: tabli h time period I ng enough o that ever~ c n umcr in the 

sample v.ill purcha e one or a "no purchase" state can be e tablished. he frequencie of 

purcha e diff, r fr m one individual to another. Howard 1963) pro' id d a means f dealing with 

unequal time int rvals in a Marko ian framework. He uggests the u c of a semi-marko pr ce 

in ""hich inter-purchase time is random variable lected from a density fun lion. \l here a 

.eparate time den ity function may exi t for each potential tran ition. nfortunatel . the literature 

contain n r p rt of the applicati n of th emi-Marko\ pro e t purcha data despite the 

apparent uperi rit of th procc . Kuehn and Rohloff 1967) point out that thi Jack of re rt 

ma) be due t th difficultie fac d in tran forming pr ces c indexed n real time. that i . . 

tran ti rming the n umcr' actual behavior pattern, t tim -to-time purchas . 



umption f h m g neity mean e ntiall> that all , milic f one t~ p (f 11 c mpk. 

1n om~ catcg r} or t ial cia ''h ·cnain brand i at timl! j h,t\ ~.: .l prnh.thilit) ol 

a tl) Pw r pur ha ing the brand and hould be \lc\\Cd .. a r ndom ' ri hll· rt: uhing lmm 

cumulat iveindi idualbeha i rpatt rns. Ho\\ard 1963)againde· rihc amcan. (I raugr gating 

indi' idual family purchase and thereby introdu ing het r g neit . He argue that [! rea h brand 

hat cxi t at tim z ro we would ha e a eparat pr bability di tributi n that d s rib the 

numb ·r of cu tomer originally bu ing that brand \\h '"ould pur ha ·~.: hrand -' t1 :ime n. 

1\ cr~0mc thi pr blcm f h m gcneity forri on ( 19 5 of cred and tc tc an th ·r me, n. ol 

intn Jn ing heter g neil). ·urther. r nk and • I rri . ( n h..1\ c warnl:d l>f tht! .mg~:t or inf~rring 

indt\ tdual b h vior based up n aggregate tran ition mctri e· when the m dds u cd a umc 

hom geneity f indi iduals in the sampl market. 

th ugh Mark analysis pre ents a great deal of in ight into the tructure of a market, data 

n crning brand-switching are difficult and expensi e to obtain. Marko m del are u eful a 

de criptors of c n umer eha ior, ut b fore conditional prediction can be gen rated to de ribe 

the ffect o changing market ariable. , these marketing ariable must be linked to th 

tran ilion pr babilities. Talscr (I 962 h de eloped a model linking price t the tra iti n I 

pr babilitie . H u ed a variant f the 1arkov brand ~itching m del t de el p e tim ate o 

the pric Ia ti itie of branded g ods. H re the brand hoic tran ition pr babilitie are made 

functi ns of the omp titi e market ariable (su h a price ) that pr vail in th mark t at th 

time the brand choice is made. Thi variable 1arko\ m del has the brandS'-' it hing probabilitie 

I 



''hi h arc ubjc t t hangc fr m peri d to period under the 1mpa ·t' ompdlll\'c ~ ctJ\ 1t .. 1 he 

• lark , . m Jd ha the ad\antagc th t it c. n he pplicd '\ell \hen rd 11hd~ littl~ d ttu (, nd th t 

Ill aggregate ~ rm are a ailablc. 

The u e of marko ian m del in k nya have b en pre i ). 

tudied th use f th mod I to forecast tandard one nr lmcnt in 'akuru 1unicipality. In 

th tin ing f her tud · h wa able to e.·plain the trans1ti n of tudl!nt enrolling r.~r standurd 

one.firc hzne roml96 t 19 .H\\ver. h culdntgi\'canacuntof,,hy ·omc.: 

1one attracted m n.: cnrollnenl than thcr . 

Anoth r tudy b wino, J (I 2 used the markovian mod I fi r educati n planning at the 

nati nal level. The finding of hi study were however n t eas to appl in reality as it cov r d 

the whole country. Th study howe er did provide imp rtant forecasts of th expe ted tandard 

on enr llments compared new cia srooms and other facilities available for the whole countr for 

the ar 19 3. 

The Markovian m d Is are said to be easier to apply in e by irtue f their anal tic pr p •rti , 

the~ require le pr gram min ... cfti rt and lc ·s computer time. T urthermore, they are ca y to 

validate r te t and estimate b virtue f their anal} tical pr pcni . 

The m dels arc readily transferred t\ cen firms and product cia es. meaning that there will 

( 



I h • ·c m del r rt:adll) tran rrcd l.!lwecn finn and pr duct ·las t: • meaning that there will 

t ·nd 1 hc c n mi f ak in m del dcvcl pment. f· unhcr it al. mc.m h, t the lih.:r'ttur u 

\\ill tend to e more c mplete in t rm m[i rm ti n nccd~.:J to pply thi appr h 

a pp ed t th ther m d I de ribed ab . The) al utili7c rt: dil) \ ailablc d ta. thu 

the. are much easier and les co tly to anal)ze for n iti.,it •. 

<.h cr tc marko hain. therwi it i a c ntinuou mark v hain. In thi paper the concern i • 

hain. 

i= J._ .. m. then P, i the r rcentao f time that Sl'll j i: th til mc r tht.: 

~ ·r m in state i. Th ailed a 

proba ility vect r and r pr nt all pr babilities of moving fr m n tate to an ther. in th 

curr nt period, to one f the tates c mparing the form f the tran iti n M trix P: 

romi o tate at the ne t period 

~ n 

P., P,2 ........ P,J .... P2n 
1.. Pr_, P12 •.•• •••• P,r ...... P2n 

p = ' ..................... . 
..................... . 

• 

rhe tate of th t r n m s i de cribed by num t:r · Pj1(n). that i . th p r cnta.;t: 

th time that j i ut me after n mo es if the s stem start in a tate i. n bee me large 

quilibrium. that is. all the num ers in a 



tran iti n matri' olumn b me idcnti al. fhc equilibrium I,,·s ma} 

be c mputed fr m th quation; 

o.nd 
n 

Eni=l where, n >O . 
j 1 

Tran. icnt Behavior and tate Probabilitic . 

I.et the pr babilil:) that the ; tern will c upy a pani ular talc i. at p ri d k. be den ted by 

q(k . Thi probability i the tate probability. As the sy t m must upy nl ne f th n 

po ible tates at an gi en peri d, including peri d K.then the urn of all q value mu t qual 

I. Thus: 

q,(k -rq "f' ..................... +q"(k =1. for e ery. K ................ l 

that i ; 

n 
E qJ (k> =1 ......................... 2 
l l 

Wh re; n=nurn r of ·t les 

=num r f transitions=O.l.2 ....... 

ln g neral therefore, the state pr ba ility di tribution i given by, 

f 



In gener, I th r•for , the tat probability di Lribution t given by. 

q{ld lq ,( ~).q: {k ............... qn(k)] .............................. ... 

fhu . th..: pr abihue · q1 k.). q (k. • and q k) form th~.: mp ncnts of Q k .But in m. tri 

I) i the pr duct f Q and P. 

Thu: 

Q(l )=q1(1 ,q~ ...................... ,q0
(1)= (o ...................... .4 

\\h:r P i th tran iti n prohabilit} matri: f the y tern. 

imil rl • I )P ... .... .......................... (5) 

fhu:. (2} = Q(J )P = ( )P2 

ln gencr I therefore:-

Q(k = (k-1 P= k--)p'-........................... =Q o p ............. 6 

major prop ny of Marko chains is that in the ion run. the pr c s usuaJJ stabilize , that i , 

th tern exi t in the steady state or in equilibrium. This phenomenon f quilibrium 

probabilities i xpressed as: 

Q k)=q(k-1 =q k P ..................................................... 7 

But. 

0P ....................................... ............. ............ 8 

Which implie th. t. tate pr babiliti at equilibrium remain th am fr m pt!ri <.1 t peri d. 

l hu : 

I 



P,,. P,_ ........... P,II 

P_. P12 •• •••••• P , 

Q = ( q , • ....... ,qn ........ ······· ... .... . 

pnl ,P n2······ ..... Pnn 

The key ~ atur fa Marko ·ian m d I is its abihty to apture probahili tic d r~ndl!n 1c ctwccn 

C\ nt . D termining the steady - ~tate b h 'i r of a 1ark \ian y tern invoh c 

'>O IYing a set f m ar cquati n . multipli olion in Cllllallon ( ) "b<)H'. 

th n re -ult in a y t~m f n. imultane u linear cquatj n as foliO\\ : 

- .. 0.-.. • .••.• .... 0. 0 ....................... .. .. . . 

The limitation f thi model ar 19
: -

(a r accurate equilibrium (equation 4 . the P.J' must be w II det rmin d. 

(b) The size f n for Pi
1 

(n) to be clo top, may be quite large; the p,· arc u ful nly if the 

rcqui it izc of n i rea enable r the problem at hand. 

(c) i ficultie u uall} arise in the application of farko\. hain analysis r garding th 

·v I pmcnt of tran ition matrix. Hi torical data can en thi purp e in me case . 

19 pringer.ll. 
rie " Richard 

I 

tal. "Probabilistic Model olume ur f th Mathematic for management 

lrv.in In .Homewood Jllinois . 2 4 - 65. 



''hil in th r . the ubj cti,·c mana 'em nt may b u •d . 

maj r property or mark chains pr c i thus:- "'I he future. grvcn lht: pr . ent. b 

mdep ndcnt the pa t". 

B ed n the argument de eloped from the previou studies that '" rc r 'iew d. and '"hich 

ugge t that. brand choice i sub tantiaJly a ocha ic pr c . it i d irable that th model t 

dc,·d p d in thi tudy aptur this chara tcri tic. a h c mpany·s market h;:uc in a gi\' n 

pcri1 1d dL p nd n 1h, ch ice 1h cu t mer in that pcri d. It is true that purcha c pr habiliti • 

r r an indh idual f r an~ particul r brand ·an 

from peri d t peri d. hi 

hanrc on:r1ime in an. peri d. und 

mer in lht: n '' pa~r market. i. tht: 

ne e . ary conditi n under t ha tic pr cc s or tern, thu , them rk brand witching model 

~ t plac d t capture the beha ior of the daily new paper market y tern. uch a m d l Y. ill 

pr ide a meth d for revising the indi idual s set of purchase pr babilitie t show changes 

indue d b. the pas age of the time new purchase experiences. and th purchasing pre ure from 

pr m tion campaigns b the pu lisher .Thu ince th situation in the new papers indu try fits 

th haracterL tic as de rib d earlier in thi paper.it is appropriate to 

u e a marko brand switching model [! r accurate prediction of the future b ha i r fthis sy tern . 

. 1arJ...e t hare r bran share m asurem •nt and anal_' is endeav r to evaluate the p rfi m1anc 

f particular brand in c mpari o ,., ith the t tal market and c mpctiti n. du ing fr m the 

ah " . market hare detem1ination and prediction refer to the pr ce s of e tabli hing a compan. 



hranJ· ·h, rc f the.: market r it lik I~ hare in the.: futur I h mcth d f d ing o rc. 

th '' f n.:. implic . 1 he dct rminati n f the futur mark · h rc h lp · in \; t hli hing linn· 

appr >priat m rketing trategi . 

The rati nal ~ r the determinati n f the current futur and optim I mark t • h. re fa pr du t 

brand m r m the importanc an use of the mark l han.: data and inti rmati n. Mo t f the 

Jebat ha cnl red n wheth r a c mpan hould alwa g f r high market hare. like the 

marl-.et ka<.kr and challenger r b' contented " ith the I \\' markd ·hare a th · m, rkd r llo \W 

and markc.:t ni h rs d l lT '' h thcr the wh le idea h uld be optimt/c.: n · market hare. I·alh 

th · c m rket hare bje ti\'e · ha\' differ nt ffec n pr fitabilit). return n im e tmcnt ( R I) 

and ri k. 



.11 

nl populati n f the li urc of the brand o ally [· ngli h 

''ew pa r that are publi hed and circulat d n a daily a i in the Kenyan m rkct. p cilic II 

the rand ar : The "Daily ati n''. publi hed and cir ulated b) ation Print r and Publi her 

I td. rhe " ·a t A fri an tandar ", fi rmerl he tandard) publi hcd b) The .'tandard Ltd and 

Ken~ 'I ime ". puhli h d b) the K nya cdia Tru. t Ltd. There are thcr OC\\ papr.:r nnd 

mag.uzine" that arr.: publi hed n a riodi ba i . the includ . the Finance. \\ cd.l~ Rc\ tc • 

1 h Pe It!. ast Afnca and La\\' . onthly. he e ar n t con id red in th tud). 

Th actual circulation annual figures for these pap r '' re obtained or th ·ear et\ n I 9 

and 19 4. hi c mprised the p pulation of the study. 

3.2 

The mpl of th . tudy \\'ill h com ed of the circulation fi ures of the brand ( ily 

'ati n, ·a t A ric n tandard and Kenya imes, [! r the p riod 1991 to 1994. his p ri d of 

4 ) ·ar "ru ch 

The p ri d pr 'ide uffici nl data for the method of analy i and for building and verif ing the 

m d I. his i b cau e ~ r a marko model. the m t recent data i all that i imp rtant in 



1.kt~rmming th~ future h haviour r latcs f the · · t m a· ''a e~plain~:d in chapter'" . In line 

"ith th1 · it would n t h~.: nc • · t u the d. ta for th ~ y ar I lJ to I ) ). 

\I · l du l the re ent liberalizati n f th printing indu tr: \\hi h tartcd in 1 I. th · freed m 

of the pr ha e b en ub tantially incr a ed ompared to the year before the liberalizati n. 

l hus. the ht: data that can be u ed to stud) the current beha ior, and trend in the market i n t 

the d ta n r the y ar b ~ re the change but the data after hange. 

I he un In) ati n. The Frid y 1 ati n and thl! unda) • tandard arc con idcrcd a· 'e\\ paper 

1.1n their \\11 and are r gistered so. hu ·, to the publishing mpanit: the e rna} n t b 

includ d in the dail ncwspap r market, as they are peri die in nature but fi r thi tudy the are 

on ider d a daily ne\ spaper and thus will be includ d in the tudy. Thi i beca . the e 

publicati ns er a the newspap rs for these day , nly that th y carry additional, pecial 

feature . and analysis of news. b ides r ports of tb daily new . There are other pu licati ns 

circulated on a daily ba is but are not included in the study. The e may not ha e a i nificant 

n th market share f the big three en2lish new paper ince, b their nature. they 

are spe ialized publicati ns. in th sense that, the target certain gr ups of read rs. For c ·ample, 

th 1 if: Leo is p ~ ficall) meant for th se who pr bably may not 

t:ngli h news ublications. 

mfortabl r ading 
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11
1' m in ua a \\3 lkct~:d fr m a sc ndar} · ur '.that i . th dr ·ulati n tgurc t t th' D dl~ 

·w:papct.. r th y , r 19 ., to 1 4. I Iter wa ntt the pu lishang c mp· nk I p[>~:nda 

t i)] r que ting fi r thi data. The data ollc t and rc rded b th e n a 

m nthly a i (a indicated b th data c llcction he t, ppendi. (ii) . Th e re r ar 

· mputed th circulation d partments of these c mpani s. ·u, II) the daily irculati n 

lig.ur rc ent (by ph ne . b) the di tributi n agent thr ugh ut the c untry indi , ting th 

numb r f c pic. ld and returnl!d. 

·\ uc ti nnaire t th marketing Managt:r f the publi hmg c rnpam app n ix [(iii J \\ 

admini t red to gather informati n that will help in th recommendation and c n lu i n . 

Data \\111 be analy d b_ building a markov brand switching mod 1 fi r the new paper mark t. 

The el ment of the tran ition matrix will b estimated by solvin' a erie 

imuhan u ly. ahl\! .graph. pr porti n and p rcentagc "ill u d to analy e and pre ent th 

dat . mputcr pa ·kages \\!ill J· u ed to tabulat the data. 



0 

I he inf< rmati n r garJine the loy lty of cu tom r to th ~ rc ti\c paper \\3 n t a\'ailabl nor 

'' re the d ta regarding the actual mo ement f cu t mer fr m nc n w pap r brand t the 

>thers avail, ble. It was a! o not p ible to obtain the u ~e tive man ement b llcve ab ut their 

l\pini n fi r the ext nt of their cu t mer I ·all . If su h in rmati n \\ere a\' ila 1le. it uld he 

u ed f r e, tim ting th tran ition clcmen in th tran iti n matri . l he h rt ming f u h an 

~1ppr a h" uld b th u. c o tran iti n matri: ba d n om uh'c tive in rmati n from the 

management. ln th ab nc of all thi h w ver. it cam 

appr priat tran iti n matrix D r each brand c mpar d t i 

Iran iti n matri. · I m nt i of great importance if the markov m d J 

m up ''ith an 

the 

t be used [i r U1e 

purp e f accurat for casting .Primary data from the c nsum rs of daily n w pap r an be 

c lie t d in a bid to tirnat th el ments. Thi approach would h we er require mor time and 

linancial re ur es. The approa h u ed in thi tud i imilar to that u d b \: hitaker 1 7 ,in 

hi ud. f c n urn r loyalty f the ational 'ew ·pap r market in . . . lle fi nned a ne 

f lim:ar quati n who Jution \.Vas u d as an estimat of the tran ition matrix elem nt . He 

empha. i7ed that [i r a mark ' hain m dd. th tran iti n matri. i th c r . 

T uild-up th tran iti n matri ·, the m nthl) data tained fr m each com pan ' were arranged 

in tabular fi rm ( ppendi (iv) to iii)] to btain the t taJ annual reader hip. he pr p rti n 

( 



f ca h mp ny · annual aJ t lh total read r hip w re then al ulatcd ft. r the year . I .., 

tc1 I .a l \frican tan rd . nd I ')9 I to I 9~ for the Kl:nya 

I nne (appcndi.· 'iii . Then 1 I '" cho · ~n a a ba 

the ) ·tem ~ r the ft Jlo,,ing reas n . 

car t st. rt tudying. th b ha\i r f 

fhere h n changes in th ,. rnment polic regarding th ntr I f the mas m dia. 

mcluding the print m~di . thr ugh the lib rali1.ati n pr gr m. undt:rt ~en . hi liberalization f 

th pre ha br ught rapid change in the indu tl) '" ith ne\\ firm c.:nt ring th inJu tr} . 

\I h ugh m t f th~.: new entrant::. are producing periodical maga1in .md n " pap r th ir ~ntr) 

1: 11 doubt likel ' l am ct the b ha\ ior f the Dail) C\\ paper ) tern. Thu l apturc th 

rec nt b ha ior in this indu try data for 1991 I 9 2, 199 and I 994 w uld b the m st 

appropriate for building the model. 

TI1e a umptions und rlying the markov chain model in general are co ered under chapter two 

of thi tudy and hall be r ferred to in thi section, where applicable. In a dition. th tud 

a um d that total r ad r hip f the daily new pap r can b accurate) ' c ·timated b) the 

circulati n figure fr m the thrc ngli h daily publications or brand . , ti n , tandard and 

K. n}a im 

4.2 TheM del 

upp there ar two brand ompeting in a mark t. fine brand loyalty a the prop rtion f 

f 



~:onsumer rcpurcha ·ing the brand n the next i n without p r ua:1 n. and let it cqu I d, for 

rand. Ddinc pur ha ·mg pte sure a. th • prorx rti n f on umcr "h ar~.: per ·uaJcd c 

pur ·ha e th~ / h brand n the nl!xt casion and let it qual v. ,. 

I h I em m f the brand sv. it hing tran iti n matrix , an be de med a : 

1-d.) w, j#i i= I·-· .... 

Where: 

The tran ition elements on th principal diagonal U=i) f the matrix T. can b interpreted as the 

prop rtion f con umer . d, r~rnaining with the i 111 brand, without b ing influcn d b · purcha ing 

pre. urc. · lem nt ff the principal diagonal U'~"i) con i t of tho di JoyaJ c n urn rs subjected 

to pur h mg pr ure. \\J' wh "'itch brand . Thi ·planati n i b d up n the id a of 

con. mncr hifting r m on brc nd in one ur hasing peri d to the ther , and it is as umcd that 

·on. urn~ pur haSt the brand at c uaJ interval , in e ual amounts. an assumpti n not upp rted 

by mpirical evidence. Thi inc nsi tcnc ma) be .ignificant n a purch -t -pur ha ·e basi . 

hO\\CV r. the efli t could be Je s riou at an aggregate Je I. 



It the d, and W1 ar knmm fi r each brand, then th brand har f a h brand in the nl'. t peri 0 

1 tlctt..:rmin~d by the m tri .· operati n 

\\her Y i the row ,. ctor of brand share at tim t. 

An equili rium will reached when p T = p 

\\ h re. p i th rov. 'ect r of br n shares at quilibrium. 

tat d in an th r form: 

r a t\\' brand market, 

Where; qn is the p cific brands ·( for example aily ati ns' tandard ' or 

Kenya Times hare of the market. 

q is the c mbined competitors' East A rican tandard Kenya nnes 

hare of th market 

P J rcprc cnt the pr bability f cu torn rs ' itching r m rand i t brand 

n r pre ent the sp~:clfi d brand for example in thi cas aily ati n 

. tandard r nya im brand. 

s repre ents the combined omp titor excluding n. 



It hould be noted 111 thi ca that. q .. +q, =I . (as umin it j, only the tht\:l' bt.mJ - th.t • 1 ~ 

l:ump ting m the Dail w pap r marJ...d). the r w I mcnt I ca ·h of the tran iti n 

m3tri . T. add up to ne. thus in ever) tran iti n, a nc\\ paper n.:tam certain pr poni n ol it 

readers while th rest hifts to the ther new pap rs. t th same time ea h p p r gain a ccn in 

rr portion f the other newspap r • cust mer . ince th informati n on h \\' u t mer . hift 

lrom ne ne' ·paper t the oth rs was not available. three m del- \\ill b dc\'doped. ca h r. r 

C\ r) brand against its combined omp titor . 

In m t probl m th curr nl tat (0 and th tran iti n matri. ( ) are kn \\n: but tlk future 

tate . (k i unknown. In our ca e how er T i unkn wn, but the tran iti n fr m tate to tate 

f r the _car 1991 to 19 4 can be u ed to e timate tb transition matrix . 

~ olfe and Dantzig 1962 showed that tb re is an interaction pr cedure which. when applied 

re ult in the choice fa transiti n probability matrix. ince a mark chain ( em) can be in 

any ne f tl1e :\1 tat and a ciated with each tate. i i=l.2, .... f) 1 t p b th d of aHtilable 

alternate pr ability ectors (kP"' ~i2 .... . kru.). The idea is to ele t ne vc t rout of p1 in uch 

3 ''a~ that. ,..,hen it i u ed [I r the one- tep tran iti n pr babilitie ut of tate i in the mark v 

chain. th ultimat gain i maxirniz ·d, a suming that the y tern t ys 111 p ration for a 

·uffi ientl) longtime. Repeating the it rati n procedure for all the state i =l.~ . .... if then a 

tran ilion pro a ilit matrix ~ r each f the three rand can b a mbled. 



I he itcrati n method u d in a hie ing this re ull ha en ·hown to b a spc ·i I c ten i n of 

tl1~ impk methl d f linear pro 1rammin 1 til< \\ing or rnuhtple suh tituti n ,hdlunk. 11 11 ). 

I hu . . t • timate the tran ition matrix the rc earcher . I cd a erics f linear equation 1\ rml:d 

lor the tran ·iti n etwc n 19 1 and 19 -· reach brand again t it mbincd mpctitor · Du\.:' 

to h rtage of data fr m Ken a imes it could not have b en pos iblc t d el p a thre • by three 

'ransiti n matrix for the market, which c uld have made the analy i detailed. fhu . the study 

ull1sid red ach brand again t it c mbincd c mpe it r at a tim . 

I or in lance. ail) ati n again t it c mpctitor . u ing the equauon belov. : 

pnn pns 
0(1991) [ ] =0(1992) 

Psn Pss 

Let n r present the Daily Nations' share and s . the c mbined competitor . hus.in the equation 

abo\ e and using the data in table 1 below, \:Ve cal ulate the dail nations' proportion of the 

market a in the table 1. For th tran ition b tween 1991 and 1992. 

p p 
(0 .8 0.2) [ nn ns]=(0 .78 0.22) 

Psn Pss 



Ia I~ l : ' kulation of ail} ali n · Pr ni nag in t the th r b1and. 
a) nnu I ir ulation in unit . 

R I< '1\1 

H71.)3039 

1993 

199~ 

0.8120263 1.0000 

0. 6 674 1.0 0 

YER 

1991 

1992 

199"' 6154441 

1994 I 039193 



J .000 

1.000 

I. 

199-l 0.1446563 0.8553437 I. 

fabl Ill. al ulati n of Kenya imes Proportion again t the total lndu tl) ir ulation. 
a) Annual irculation in 

YE. R 

1991 

199_ 254 -so 
1993 156-·H 

1994 1327"1 7051143 

(b) alculation of the pr portion t the total circulation. 

Y AR K.TI OTH RS TOTAL 

1 91 0.0344746 0.9655254 1.000 

1992 0.0296387 0.97 613 1.0 

1 0.0211 41 0.97 05 1.0 

1994 0.01 4762 0.98 15238 1. 00 

imi larl the tran tion b tw en 1992 and 1993 can be calculated a follow ~ 

pnn pns 
(0 .78 0.22) [ ] =(0 . 81 0.19) 

Psn pss 



\\'h n the tw matrL equati n are lved t 0 l\ imultanc u · equati ns "ith t\\ 

unln \\ n 1 • ta111cd: which when s I ed th initial tr. n nion matrix i. 1ltuinc l.as shown 

I '' · 

[
0.96 0.04] 

T= 
0. 29 0 . 71 

h equilibrium lran ition matri fi r thi trial tran ition m trix i htain~d u ing th~.: rna r l t-

manager om put r pa kag a ailable at th mputer lab at th~: unh cr ·i t) lt hould be n ted that 

th~: initial tr.an iti n matrix is 1 be u d fj r obtaining th ~ rcc ted m, rkct ·har' . h · 

~quili rium marl-..ct hare are btained wh n thee uilibrium tran it1 n matri · i multtplied with 

th brand bar f the initial p riod. Thi would give the arne re ult as multi pi ing the initial 

rand hares with the initial tran ition matrix raised to power 32. 

T =[0.87879 0.12121] 
e 0 .87879 0.12121 

Thi uilibrium i attained \\.hen n = 32 

I he initial tran ·iti n matrix's clem nts of the matrix a ve, are the pr abilitic f cu tomcr 

.,, it hing hrand . fhus. for he daily nation. the in(! nnati n can be ummarized a b I \\: 

( 



Table 1\'. ran iti no Dail: 'ati n u t m r . 

R ~1 

tmil rly . wh n the data from table 2 · 3 a ve ~ r the Fast frican tand rd and Ken)'a 

1m J · re p ti\ I} wer u ·cd the foil \\ing initial and equtli num tr n iti n mat rice wcr 

rtameJ: 

ror th ast fri an tandard. th initial transition matri · is. 

T= [ 0 . 4 2 0 . 5 8 ] 
0 . 09 0. 91 

an the equilibrium matrix , btained when n = II is 

T =[0 .... 3433 0.86567] 
e 0.13433 0.86567 

For th K ny Time the initial tran ition matrix is 

: 



T=[0.025 0 .97 
0 . 010 0 . 990) 

\\hi h reach~ an equilibrium \\hen n = 4 and the tran iti n matri. · t th"1. p · · mt I.. 

0. 015 0.98985 
T - [ ] 

e 0.1015 0.98985 

I hus. the nati n retains 96% of it cu tomer · from one tran it ion p ri d to aneth rand Jo_ se 4°/o 

of it u tomcr~ to th c mhined comp titor (standard and Ken. ime ) Its comp tit r I se 

29 % of their cu tamer to th ation whil retaining 71 %. Thu , the ati n i g ins more 

cu t mers th n it is Jo ing. The tandard retains 42% f i cust mer , while losing 5 %to the 

ompetit rs,,. ho lose 9 'l-·~ of their cu t mer to the tand rd while retaining 91 %. La tl), Kenya 



ime~ retain nl .... -% 7.5°'o \ itch t the mpditi n. Its 1111 •tit )f 

t n th~ )the-r h· nd arc lo ing on!~ I 0 ·o f thur cu tomer t tht: K n) a I im~ "hik •,tining 9 > 

~o. '1 hu ·, r; r the fri an ' t ndard and th Ken I 1mc . th ') n: losing mor~.: u t mt.:r 

than th Y are g ining. Thi mean fr m nc tran ition peri d t an ther th ·ir m rkct share · \\ill 

~de lining. ''hile that of the aily ati n will be in r m . m the c tran Ill n pr babiliti 

of m ving from ne state to the next remain onstant o r time. the e mark ' ch ins an be aid 

to b h m g ne u .. The tat pa e f th marJ.,. ' hain ab 'e i finll . (l\\ ) 3.! uch. th ) arc 

ab di:cr te mark hains. 

\\hen th ) tcm h rea h d a teady tate there will be n hang fr m ne time p ·ri d t the 

nc:t. t the nd f eYer p ri d, the mark t hare of a h brand can b btain by u e of th 

cquati n~ Y n+t= n T. \\'h n , do not aJt rafter further multipli ti n b}' . the tern i id 

to ha\ e reach d a steady state, that is 0
..,.,·= "n T. Thus, the succes ive market hare at the end 

fan) peri d n can also be obtained b .= 01"'. On of the mo t remarkable r ults f marko 

theor _ i that if the latt r equation i u d in tead of n+t= n T the t ady state can be btain d 

1 ", and the row of Tn would all the me a those of ·" at tead. tate. Thi an 

~ videnccd b I king at the utput of the marko\ pr gram in ppendice i t i. the thrc 

br nd of new papers. 

What this mean i that,if \\e have the transition matrix T we nc d n t calculate if~ ·e want 

t find th ·tcady state. II we need t d is to rai ucce hel t higher p wers until 

! 



t:\ ~ntually 'II th r \\ of n are id nti al;thi i ailed COO\' rgcn J\t thi p lint the r l s r 

·· \\ill e the \.alu . l the tad) tat \C t r anJ the' lu fn ,jll h· the: numh r lithe tim • 

p~n need d to r • h th tead 

In thi tud .the Daily Nation take 32 cars te,n= -).the a t ri an t ndard 11 year 

(ie .. n= ll . and the Kenya Tim s 4 years ie. n- .An interesting r ati n to not at thi p int 

i. that th ail 'ation tak s the I ngc t time peri d to om· rg t 

t m rgencc in a markov chain i determined y the tr n ition pr babiliti . 'on idcring the 

Dail~ . 'ati n · tran ition matri ·.the tran ition pr babilitit: · fir in tan e h w that. out f 1.\ I) 

I( u t m r wh bought thi brand in 1 4. 96 will repurcha e the . rune bmnd in I 99 . and 

4 ' ill purcha e the competing rands that is the Ea t frican tandard and the Ken a Tim 

n th other hand. ut of 100 customers wh pur ha ed any other new pap r c cept th ail 

ation in I 994 29 will purchase the Daily ation whil 7 J will purcha e th c mpeting brand . 

What thi impJie i that both the custom rs of the aily ation f the c mpctit r 

haYe a brand Jo ·alty that i mparati\· ly high that i 96% and 71 % r p~ ti ely. Thu . it \\ill 

tak a ret ti el longer time, fi r the Daily Nation again t its' c mp titors t c nverge t st ad 

.·tate. th n a sy t m \\ith two brands who c mparativ cu tomcr J yaJty i high. vis a i. I w 

respecti \ el . 



nng the K 'n. a Time and th' ast African ' t ndan.l. '.\c find that thctr tran. ition 

pn ha tlitic indi ate that the I yalt. f th ir cu tomc:r mpar d to tha f th~o: their lOillp titut 

·ust mer i I '' . his means that their ·y tcm will take le · 11111 pt:ri )d · to c m·crgl' to sll.:ady 

·tate, ·in e th • ::m: losing cu tomer at more r pidl). fhu ·. if the rate of n:t. ining \.:ll tlllller · ~ r 

a parti ular brand i high c mpar d to its c mp titor ' u h a market st m \Viii tak a relatively 

longer time to on erge to teady state. r n thi tud . the Daily 'ation tak, the I ngc ·t time 

peri d \\ hile th Kenya ime take the least time. Th thc Kenya Timt: ~r:.. th' 

I a t I ) I while those of the D il, ation have the hi he t degree of I ally. 

To validate the marko chain models above, we test hyp the es a ut the dif[i renee between tw 

m an . ing the model de eloped. the mark t share f the three brand f newspap r are 

t:stimat d for the years 1991 to 1994. For example,for the Dail ation in 1991,\ e would take 

th erved rand share in 1990 and multipl) by the initial tran ilion matri to get an e timate 

brand hare ~ r 199l.The observed market hare forth ati n in 1990 is .85 again ·t 0. I 5 fi r 

the mp titi n.Therefl re: 

0.96 0.04 
(0.85 0.15) [0 .29 ] =(0.86 0.14) 

0 .71 

Thi mean thee timated brand , hares for 1991 i 0. 6 for the Daily ati n against 0.14 for it 

comp titors c mbined. imilar calculation for the t African tandard nd Ken ·a Time can 

, 



be p rf rmcd. rhc rc ·ult r the ·e c ·timate arc umrnarized in t~ ble bel '". 

T blc I. E timat d Markel har li r the Dail C\\sp.tper 1llr the Years I 91 to 1) 4. 

Yl \R 0 IL ' I .A.: 1.\RD,\RD K "I I 11 l 

J<) 1 0. 0.14 ") 

19 - 0. 0.14 0.01 

199 0. 6 0.13 .01 

19 4 0. 6 0.1 I 
~ 

fhc ob en cd brand hare. ( ppendi. \iii) and thee timated brand ·bar\! · of the thrc~.: rand an: 

taken a th indcp ndenl ample dravm from tw p pu1atton ·. '"hi h p : ~ · m .111 and 

' nan e m1 .~ 1 and m2.s/. ur bj ti e is to make infer n e about the dif cren e bl!t\\een 

th two p pulation means. 

ewbold ( 19 4), used a similar approach to validate a markov model he de eloped for predicting 

th r pair time cheduJes [! r machines in an engineering firm. Thi tudy ' ill use the same 

appr ach f comparing th mean f the t\\-"0 amples t te t the alidit. f the mark ' m del. 

Let m 1 an m2 b the mean brand hare forth ob ened and c timated brand h re re pecti ely. 

Then ince we eck vidence to sup ort th theory that m1 > m2, we wiJJ tc t the foil wing 

hyp the ·i. Ho: m1 = m~ {ie .. m1 - m~ = 0 again t the altcrnathe hypoth is H.: m1 4 rn~ (i · .. rn 1 -

rn2 1 0. 

I 



I c ndu t th1 tc t. mume that the variability in th mean rand hare 1. c . cnti II: a tun tion 

or the <.Jiffcn:n c-. in the l\\ populati n . that the p pulati n distribution ol the c m~a url!m~nl. 

Jn! ppr imatel) n rm I. and that the variability for the t · JX'pulati m I mea ·ur mcm i 

ppr ·imatel) equal. 

Th sam le mean . standard deviati n , test tatistic and the tali ·tical de i ion arc. ummarizc;d 

in table 7 b IO\\. ince the ample iz is mall. the rc earcher used the l - tc:t. rhc test swtr'-tlc 

in thi case b ing calculated b)- the fi rmulac. 

The critical value for the de ired le el of significanc is found from app ndi. xii. fi r n1 n, -

_ d grees of freedom. For a two sided test. the critical value is tal:! and H0 must b ace pted when 

l lie within th range -t.n < t < •~'2 ; therwi e it mu t be rejected. 

for in tanc for the Dail. 'ation, u·ing tl1 infonnation in table 7; 

t= O.Bl-0.85 

3 (o. oo3s+ (3) o. 09 xf6 
6 \ 

.04/0.3744 = -0.1068. 

, 



• tati ti a l De i ion. 

m e the alu f the t t stati tics calculated i within the non-critical aluc f t fr m the table . 

th null hypoth is can not be reje ted. Thi means that th ~ tw mean ar n t . ignifi anti*· 

d1 fferent. 

\lanageria l 

m the ~ r ca ted vatu f the brand hare have qual me n with the b ervcd share . the 

two amples are n t significantl different at the 99% le el of confidence. fhi mean th m d I 

1 r liabl and can b used for generating u eful information for managerial decision making. 

By c mparing th calculated alue oft, with the critical aJues for the other brands. a statistical 

deci ion i made as indicated in ta le 7. For all the three brand of new aper , we would fail 

1 rej ect the null hypothesi as tatcd abo e. Thi mean that at 99 % level of nfidence. there 

1 no eviden ·e that the tw sample for all th thrc rand are different. Thi trcngth n · the 

reliability of the m del f, r for c ting n cd . 

( 



1 able 7 ummaf) f th , kan . . , ndard De\ ia ion nd tht: I c t 't.1t1 ti c-11 ul cd Jnr h • 
three brand ·. 

.. I ' 1 \ I ARID K I l tr 
hare 0.81 0.17 .0~5 

\Jeans, m1 

hare ean. 0.85 0.14 0.01 
m2 

Estimat d 0.09 0.00"3 0.005 
hare . ., 

Oh erveJ hare 0. 5 0. 14 o.ooo_.: 
:! 

I 

r. timatt:d 0.03 0.1 0.07 
'har 1 

b erved 0.018 0.037 o.oo· 
, hare s, 

.F.(n1 ... n2 - 2 6 6 6 

Table Value of 3.707 3.707 3.7 7 
I 

C lculat d T -0.106 0. 746 0.2390 

D ci ion Fail to reject H0 Fail to reject H0 ail to reject 
Regarding I 10 110 

The ultimate aim f d ' lo ing and valid3ting thi marko\' m del \\as t apply it in the 

pr diction of brand bares for the Daily ation, East African tandard ,and the Kenya imes for 

the ear 1995 t 1999. The e br nd share can then be u ~.:d for manag rial d cision m ·ing . 

for in tance, for fore asting. and in the formulation of marketing trategi . 



Th~ rn del Y, = Y,_ 1 , where 1 is the r '' ,-~ t r f br. nd hare at time t . :.~nd T. th~ initi I 

tr n·ition mntri . an he u ed h:d hmnd .·h. r~ f r thr p ·ri< d 1 tN: w I <)1)9. 

ro ht in the ·t ad. - ·tate brand h, res \.\C multipl the initial rand h res (ic . .lt 91 hrand 

:hare ) '' ith the equilibrium tran iti n matrix. r th 0 il) 1 atic n. the br nd lure tn I c I i. 

0. I ag inst .1 for the competitor . he tead tate hare can b obtain d a bciO\\: 

0. 88 0.12 
(0.81 0.19) [ ]=(0.88 0.12) 

0. 88 0.12 

Th rc ast n al o he obtained b} u. c l fa mark ' mputcr pr •ram. rh' l utplll ( mtachctl 

in app\.:ndi c t xii) i summarized in table . The c brand hare can be reprc ·nkJ 111 [! rm 

of bar graph a hown in th n t page. It is cl ar from the e graphs that the D il} ati n \\ill 

continue to c mmand the greatest har of the market in the future year . 

I 



labl \'IJI.frcc ted larl ... et harc·[irth dily:n•lth 1C\\pup·r frthl:)car 19~t< 

Jl} 9. 

0.01 

It th C{ nditi n of the lndu try r main as the) are, \\C \\Ould c:xpc 1 the. hrand to n:m:h an 

t!qu ili rium tate in the foil wing year : Dail ation -027 . I a t African tandard in the year 

~00 • and Kenya Tim in the year 1 99. The brands' hare at equili rium are as summarized 

in the tabl below. 

Table IX .Brand hares at steady state (Equilibrium Brand hares) 

DAILY 

0.0105 

0.13433 

199 , it is c pected that ut fthe t tal number of new pap r that will be old the Dail ation 

\\ill ha e a market hare of 86 % ,the East frican 'tandard will have a market shar of 1 

%.and the Kenya Times I %. In 1997, it is to be pected that the Daily ati n will in rea e 
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har t 7 % "hik the hare f the J·a t . fri an tanuard will d re. :c t '- % ol the wtal 

~.:upie t he demanded Jnd Kenya Time · '"ill retain I % in this y~.:.tr ')tmil.ul)'. in I91J.', nd 

1999 th . auon ~'ill ha\'e a market hare of 8 ~o. "hilc . land rd ~'ill hav ·am rkd har\: l,f 

11 %. th Kenya Time ''ill ha\ e a mark t hare of 1 % o the l tal d ily nt.:" papers market. 

Th e rand h res can b ummarized in the table b I w. 

Table • •. Total emand for Daily C\\spapcr . 

demand a a pcrc~;:ntag f bpc tcJ Ot.:mand in th~;: I ng 
run( tcadJ , t<~tc . 

1996 1997 1 9 

6% 86% 87% 88% 88% 8% 

13% 12% 1~% 13% 13% 

K.TI 1% 1% 1% 1% 1% 1% 

Thus it is to be expected that gi en th current beha ior of th indu try will pre ai l in tht: future, 

the brand sh rc of the Daily ation will be exp cted t incrca e until it reach s 88% fall the 

t tal a1 s for the Daily ew paper market ,\\hile that fthe East Africa tandard will 1: %, 

and that of the Ken) a Times I%. 

( 



Sl :\1 

I h maj r bjective that this tudy h et ut t a hievc was the devel pment am rkct hrand 

''itching m del for th Daily ew p per market in Ken .. a. 

I he m d I w s develop d and appJj d t for· a ·t the m<:~rket har r future )t:o..lr . her~ uh 

,lf th fl reca t were produced u ing a markov mpuh.:r packag appcndi 1.! vii t i. · . hl: 

Ct lumn markl:d valu in the utput r\?pre ent the market hare while tate re rc.en the brand 

ally can al o b mea ured using the eh:mcnt in the lran iti n m. trix . 

or e. ample, in 199~ it is to bee pected that the Daily ali n will s II 6 % f the t tal Dail> 

'ew paper that \\'ill be sold in the year ' hile the a t frican tandard and th Ken. a Time 

will sell 13% and 1 % respe ti ely. he Dail ation's customer loyalty during this p ri d will 

be 97.586 %. thus it will lo _.414% of its ustomer t the competit r .It will gain,48.2 -% 

fit competit r cu tom r . The c mp tit rs \ill retain nl 51.71 %of th ir cu ·t mers. 

The Afri an tandard cu tomer Joyal during this period v. ill % . hi rand "'illlo e 

6 % fits cu tomer to the ther brands. v.hile it will gain I % ofi omp titors' u tom r •. 

Th comp tit rs of the tandard will retain 7% f their ust mer . 

( 



Th ' K O) a fimc n the th r h nd ha f I %. thu it ''ill I • \ 9 % f it· 

u t mt:r;~ t it ompdttor . it will •ain I % uf th~: c mp ·tih r cu Ollll'T . ·r h~: ~.: mp ti i n ,, ill 

ret 1 n it. cu t mer . 

the pr nt ehavior f thi mark t perst in th uture. and iv n the pcrating 

nditions as r the rid 1991 to I 4. it \\ill e. ·p ct d that. at ead) tat th market 

. hare f th rand ''ill % fi r the aily 'ati n. l % for th~.; Ia t frican tmdanl and 

I ~o f r the Ken) t1 Tim 

·n11 mod I i h nv ,·er u eful fl r h rt tem1 fl re ast . f r the purp f rmulating marketing 

Ba d on the findings of this study nd the informati n gathered b v.ay of the que i nnairc. it 

i to be r aliz d that the pr nt iruation d es n t fa or the a t Afri an tandard and the 

Ken) a Times. he I yalty of the cust mers f the c publication~ is declining con i tent! '· thu 

the~ h uld put , Jot of their r source and effi rts n in r a ing thi loy It · a t • ccur a 

.!f ater har f the market. he major trategie that it hould em pi include· ach crti in g. and 

f t11dr n \\ paper . . probabl) y addmg m re feature . attracting m re 

dvertis men . c I r printing, and f cou c go d irculati n ) tem to ensure tb pap r is 

a ai table to all the pr pective buyer . 

r 



r h"" ubli her f th~ ail~ ·<lit n n lhc thcr hand. sh uld enjo) th ruit. ot mark~t leader. 

being a high hare hrand. c. lllrce . h uld b~ ~mplo) ~d n maintainin • their ~ u tom~r. In) ,tit) 

at ll lrea<..l) high lc ·I to cnsur \ ry fe'' f it u t m r . if i.lll}. "Ill wit h t hu) mg the 

other rand_. he compan) undertake mar~et ·hare management tratcgic. ''ht h arc Ul'slgncJ 

t h lp in market p n trati n, m s marketin . di ·tributi n inn ,. tiv nc · and enc uraging more 

(regular usage of their brand. The main objccti e f the trat gi • re har building. har 

maintcnan e. and ri ·k redu ti n. 

B. ~:d n the mark.et shan:· foreca ted u ing th mark. ' model de' cl pcd. the management o! 

th e omp nie an us thi information fi r th purpo of onnul ting g d 111.1: "eting 

de i i ns and t1er rategic plans. I the total ·pect d d mand for the \\hole ail cw paper 

mark t can b obtained or timated then the e companie an obtain an e timat of their future 

sale • by c lculating the re p clive p rcentage given by the market hare o the total indu trie 

expe ted demand. Howe er ince the market i very turbulent the management should u thi 

m del along ide other meth d to impro e n the quality and accura . f informati n and f 

the 

The meth d de\'el p in this pap r have be n ba ed n data taken from the daily n..:w pap r ' 

m rket, and the rc ult give an appr ximati n f th br nd I alt) of indi idual new pap ·r . he 

tong term equilibrium cd upon the derived brand loyaltie and the mark. t hare ver the 

pe riod 19 1 to 1994 ugge t that e entually if all things r main qual. the Daily 



n.:m in the market lcad\!r 19 1 t 1 4 data). 

5.3 Limitation . 

it \ a e plain d earlier in thi tud), th m del dc\cl ed I r the marJ..et c HL tdcrcd 

th dail. n w pap rs market as a I ed ne, \\htl in actual ituation it i pen. hem d 1 nc d 

l incorporate the ffe t f the oth r fa to affecting ale in order to pr vide lter c timat 

f the brand · m r~et. hare . Thi is a maj r limitati n whi h i likely to allt.·ct the anurac) <lf 

the foreca t ba cd on the model devcl ped. 

I h umpti n of th mark \' brand wit hing m del. (a. highli,:htcd in haptcr .2 I th 

tu y). al act as limitations in that. this appr ach t market har measurement ign re · the 

dtfferen e inh r nt in organizations and Indu try. Th e diiTerencc includ the act that ca h 

rganizati n may e in a different stage of growth. In tills ca c. the tudy rc ults rna imply for 

example that ince Daily ation' s Management ba e been able to tain a high market hare 

f their brand then th y are better managers than tho e f the competition. In actual fa t thi 

may n t b c rr ct and therefore th tudy n: ul cannot 

of the managements of th companj 

u ed t compare the per[! rmance 

\no her limitati n tem from the fa t that the data u ed to validat th m del is for a rdativel) 

hort time, ( 1991-1994). Thu ,it may a pear th t difli ulties of timing and tage of lndu try at 

which ale are to be measured can produce market har s that are mi leading. Thi ma al o 

I 



lead t nou · err r in the interpretation f the re ult . 

. n~ urth r re ear h ould ddre it elf to: 

a ) leasuring th element of the transition matri. . way of llecting primar: inti rm tion 

I 

fr m c n umer on their pur hasing havior . 1 hi i likely to I •ad t a b~lter 

a pr ximati n r the dcm nt of the tran. ilion mc.Hrix and thus incrc . ~ the \alldit)' r 

hem Jet ru> \\hole. II \\ever thi · appr a hi likely to b~ exp.:nsi\~ h thin krm f 

tim and financial re -our 

The resear h hould at o try and incorporate the ther publicati n and e en the cl troni 

media. N w papers Daily or Periodical) that are old in the Kenyan mark t compete \.\<ith 

dail} new paper indirectly and thu h uld be nsid red when d ~ eloping am del that 

is m re reali. tic in term of capturing the behavior f the whole market ' tern. y u 

realize. thi tud. n ntrated nl n the thrc dail> fnglish ncwspnpcr avoiding the 

oth r pu lications. 



App ndix (i) 

To \\11 It t ~ 

l nncr II) f 'airnbi. 

1. \\ cr 1\. bet amp us. 

ffi c. 

P. . 8 X 3 I 7. 

1 Rl Bl. 

The abo e m ntion d is an MBA student, and is in n ed of the data and any other 

information that can be of help in his tudy.Pl ase as ist him. 

Any data and in[! rmation gi en' ill be u d fi r A AD MT P RP 0 L Y A 0 

\\'1 BE T D IN TRJ T FID 1 

Thanks. 

Y ur inl:erel . 

B - rdinat r. 

I 74 



ii) 

D \T IlL 

l 

t ME TH 

( nthly irculation igure . 

1 M M J J 
) ar ..... .. 
D il~ nal1 n 
Frida -
.unday 
T tal 

Year ....... 
Daily nation 
Frida 
unda 

T tal 

Year ....... 
Dail nation 

riday 
sunday 
Total 

Year ....... 
Dail nation . 
Friday 
undn • 

Total 

I 
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App ndix iii) 
ue-;tionnaire 

' me or the lirm ....... ....... ............................. .. 

ale b I \\, h \\ i markl't shan.: dct rmination in }our lirm . Plc:usc tid• 

appr priately). 

ery imp nant ( ) important unimportant ) 

Q-. H w many brands of ne\ spapers do your firm pu li h? ( Please giYc their name ). 

· u treat ea h br nd a a · ~parate pr du t line? 

Q-t. How do ou e aluate the market perforrnanc of thes brand ? 

Q. 

6. 

Please tick one) 

ales Anal sis Market share determination ) 

your c mpany determin the current market hare fits 

y s 0 

If the ans' er to uc tion ( 5) is no, indi ate by ticking the 

) ur mpany . 

..... ......... ........ .. (a) 0 termination m thods difficult 

.. ...................... (b Jndu try ales in units and 

hilling not availa le. 

.. .... ... .............. ( ) o tly to determine 

brand or br. nd ) 

appl 



··-······· · ····--- ····· (d) ati ·tied \\ ith oth r m ures ol 

pcrfi rmanc.:e. pc ify -. hich ont! 

..... ................. .... e fark t hare data is unimp rtant t 

th firm 

...... .................... ( qualifi d per onnel to undet1akc..: 

uch alculati n 

..... ..................... (g) lhcr . pe i fy .... ...... ........ . 

7. lf yes. to uestion 5). What is the market hare f our brand (brands? 

Q . How do you arri\ e at the figure gi en in Q7 abo e? (Tick appropriate) ) . 

....... .... .......... (a) smg urv ys of customer purcha e 

(panel 

..................... (b omparing ur unit sales with 

indu try unit ales 

mparing our hilling sale with 

industry sales in hillings 

....................... (d thers pecify ............. . 



l f( a . \\hich · n tuner pan I d )OU u · ? 

If b . \\here (how) do u get the indu try (unit al '? ...... . 

lf(c). ''her (h w) d ) u get the indu try 

·le in hilling ? 

...... ..................... . .. . ........... . ...... 0 .. 0 ............. 0 ........... . ................... . ............ . ................ 0 .... 0 ••• 0 ......................... . . 

lf(d). h ''do y u do it? 

Q9. Ha e y u been making forecasts of our mark t shar ? 

Ys() o() 

lf Ye h w doth foreca ted and a tual market shar compare? 

If o. ' hat ha been the basis f pr duction growth ~ r th brand? 

Q I . Wh do y u con ider to be your major ompetit r (Firm ? 



<..>I I. ''hi h brand i · the maj r c: mpctit r. to ) our br nd ? 

····························································· 

····························································· 

12. n 1 ering the compctiti n. ha\e our brand(s} been, g ining ) r lo ing ( market 

hw ? (Plc tick appropriate) 

I"'. '' h )m ar you lo inglgaining ? (PI e pc ify in term f brand ·> 

1-L 1 n "h t \\a) (s do ) u think market h re detc:rminati n can help ) u'! (plea ~:. Tick 

\\hich .,. r applie t ) ur firm. 

a) Planning and control 

b Making inve tment d 

. . . . ..... .. . . . . ................. c stablishing o the bran swit hing eha i r f customer. 

unfa" rable 

d) Help in determining the appropriate strategy to 

and encourage fa rable and S\ 'tching 

ther. ify ........................................... . 

c untcr 

I-. ick ''hichever of the foil wing a ti ities r lat d t mark t hare management you 

undertak 

(a 

(b 

Produ t inno ation limitation 

M marketing 



farkd p"n tration on mce n n users t u ) 

" m,rket pcnetrati n (mark ·tin a cquen c \\htch , .... . n t hcfun: t r •t·tcd) 

raphi ·al e. pan i n 

i c vering and prom ting ne\\ u er of the br nd 

,2) n uraging m r (regular u age 

(h) Distribution innovati n s 

( i) Prom ti nal inno ati n 

(j 1arkct fortific tion. 

(kl Pr mpti,·e. c unter ffcnsivc. and mobil defen 

(i) antra ti n (withdrawing from mall tcrritorie l rength n au ck in ther l 

(m) Rai ing price 

(n) utting back adverti ing and promotion. 

(o) Reducing ervi e 

p Publi relations 

(q) Competiti e pacification 

(r) Diversification of mark ts 

( ocial resp n ibilit 

I) Car ful election of limited egment Effici nt u f rc carch and d vel pmcnt funds 

u) Putting market bare J ' on the list of obje ti 

(v) Other, p ify .......................... ........... .. .... .. 

' 80 



Q 16. What n.: the aim of the acti itk y u undertake in rdatil n 

une or m n: appli •tblc an:\\~r )). 

'h rc huilding 

hi ' hare maint •nan e 

t c hare reduction 

(d) Ri k reduction 

t~) ther. . pccify .. ... .. .... .... .. .......................... ... . 

Thank )OU .o mu h for your co per tion . 

I 

t l market ~hare'! ( I i k 



\ppendi · ;, 

t alcu lati n f tutul induslr) cir ulati n n ·unday. 

y R ' D y 1
. Tl U 'DAY 

19 " 15 341 4 ... _78~ 

19 4 1654059 3 3 5 

19 5 16"5026 39 81 

1 I - 6 3 •L04 

I 7 ~069 - I 4685-3 

I -176 __ _ 56 242 

19( 9 _171 -en 6.., 798 

19 24 5376 6-2576 

1991 1_9266- 790347 

1 9_ 2277931 947711 

19 3 2032571 628341 

1994 2111254 515773 

! 

• A OARL K. II II· 

_ot:JO 
_047944 

-029007 

_n 0 
·-

2-38404 

_742794 

- 09.-79 

1.., 79::. 

"'083009 

32--6-L 

2663912 

2627027 



1993 603547 

1994 523425 4424121 



r portion of ca h om n) · hrand to th ~otal lndu try Circulation. 

Y -AR AI Y. n •. .. . • \ L I{J) ·r T\L 

19 3 0. :94041 0.1 40: - 1.0 0 

19 4 0. 657177 0.1342 2 1.00 0 

19 - 0. 76 57 0.12 4423 1.00 0 

1986 0.88 1513 0.11 4 60 1.0 0 

19 7 0.8772294 0.1227705 1.0 

19 0.90 2099 0. 917901 1.0 00 

19 0.863709 0.1 62901 1.0000 

199 0.8744801 0.12-5199 1.0000 

19 I 0. 8 681 0.113431 1.0000 

1992 0. 595353 0.1404646 1.00 0 

1993 0.8679001 0.1320998 1.00 0 

1994 0.8 16883 0.118 116 1.0 00 

' 



ppp ndi. ,. 

1 ulation f ail) ation nd l:.. . ' tandard annual ir ulati n in unit.. 
a Dail) ati n. 

YE R DIY D y I T L 

1983 L064 4 1-834 I 8 ~7 990 

19 -l r'-4459 1654059 477851 

19 - 344 894 1635026 51279_0 

19 6 37"19-1 1835 5 67 -7 

19 7 39"9 -6 _069 :J 6009477 

19 5979 17 217655_ 915636 

1 4160 :9 ~171-91 6"'.,19:0 

1990 5015375 2484376 7500751 

1991 479 -79 _292662 7086241 

1992 4790705 22779 1 6668636 

1993 3965323 2032557 5957894 

I 94 3900696 21 I 1254 6011950 



I he E l A ri .m t ndard. 

y -\R n \ll Y ' D y r AI. 

I 
19 .. :2·t:71 ·L ?.7 - 9: ·'-
19 4 :1-660 9 - 90<>:'-t-

19 : 4 4 50 9 9 I 78 I 

19 469983 4204 8 41 7 

19 7 s-1361 468- 1019914 

19 604362 56624- 1170604 

19 9 6564 9 6 79 1_94477 

1990 719890 652:76 1 72466 

I 91 1.:'"'14 790349 140 661 

199_ 7lT_6 947711 166:237 

199 603547 6_8314 12 188 

1994 523425 515773 1039193 

' 



b The East African t.andard . 

YEAR DAILY UNO Y T TA 

1983 524571 432785 957356 

1984 515660 3938 5 909545 

1985 4 850 393981 878831 

1986 469983 384204 54187 

1987 551361 468553 1019914 

1988 604362 566242 1170604 

1989 656489 637988 1294477 

1990 719890 652576 1372466 

1991 613314 790349 1403661 

1992 717526 947711 1665237 

1993 603547 628314 1231888 

1994 523425 515773 1039193 

8 7 



App ndi 'ii) 

« kulati n t Kt.: n) imcs Annual irculati lll for the Year l 991-1994 

YE R 

~~ 'Tit 1991 199_ 199" I 94 

J RY 26663 226 __ I 49 1066-

FE R R 25038 21300 152 2 1142 

RCH 2417 19695 I 12 10-24 

PRJL 24 1 5 1644- 141 -o L6 

My 2 789 21217 I" 177 10963 

I E _"899 _"')32 L974 IL 0 

~ J 'LY _4509 21074 12640 7790 

A G T _5 165 _o 60 13940 1 000 

PTEMB R 24624 _2094 14620 1299 

0 TOB R 23422 22404 12113 11800 

N VEMB R 2600 23340 I 620 1033 

D EMBER 25064 20365 I 14 2 9345 

T TAL 3031 7 2 4 50 256347 l 2731 



.\pp ndi . (\iii) 
(a mpari . on f the mp. n: total anmr I irculation t) the tntotl lnlu tr) 

·ir ulati n. 

I' y -\R D. All 
. 

Sl DARI K. lh 11· I r t. ' 
19 .., 47899 2 9:7"'-6 - -747-58 

19 4 497 518 909545 - - 88 

19 : -1279_0 7 .... 1 - 0067 1 

19 6 5 7857 844187 - 6412044 

19 7 009477 1019 14 - 7 29391 

19 81 .6369 1170604 - 9"26 r 
19 9 6"319-o L9-t477 - 7l_64_7 

19 74007 1 137_466 - 8 7 :!17 

1991 70 6241 140 661 303137 793039 

1992 6668636 1665237 254-50 8588423 

199"' 781904 1231888 156-47 7386329 

1994 60119 4 10 919 132731 7183 74 



b) ·alculali n f ca h rand' pr p rti< n the annu I lnJu trr ir~ulati '11 

1990 

1993 1.000 

19 4 .0184762 1.000 

( 



.-\ppen 

r gr m: I rkt ,. \naly i 
Problem itle: ati n I· reca l fark t hare . 

•• Input D t 

-·--------------------·--·--·------------------------------------
from ro VaJue 'tate 1 tate 2 
----------------------------------------------------------

tate 1 
tate .. 

.7 
0.22 

0. 0 
0.290 

**•• Program utpt~t **** 

0.040 
0.710 

ran iti n , atrix for a h Peri d>> 
Initial Matrix> 199_ 

rom To Valu~.: 

tat I 
tate 2 

.7 

.22 

tate 1 

0.96000 
0.2 0 

'-P riod 1 > 1993 

From\To Value 

tate 1 
tate 2 

0.81 
0.19 

tate l 

0.96000 
0.29000 

< Peri d 4 > 1994 

From To aJue 

tate 1 .86 
tate 2 0.14 

tat 1 

0. 0321 
.70170 

tatt: _ 

0.04000 
0.71 0 

tat 2 

0.04000 
0.71000 

tate _ 

0.09 79 
0.29 0 

-----------------------------------------------------------------

( 



P ri d 3 • 19 . 
-------------------------------------·---------------------------

tate I ttc _ 

... - ----- ------------------------------------------· -----------
tate 1 0. 6 
tate _ . 14 

0 .9 321 
.7017 

009 7 
0 2 "'0 

---------------------·------------------ ----------------------
Peri d 4 > 1996 

--·-----------------------·-------.. ---------------------------
rom To alu tate 1 tate_ 

- ------------------------------------------------------------
tate I 
taLc 2 

<Period - > 

0. 6 
. 14 

19 7 

0.10485 
.2 98 

-----------------------------------------------------------------
h m To 

tate l 
tat 2 

Value 

0. 
0.12 

<Period 6 > 1998 

From To 

tate 1 
tate 2 

Value 

0. 
0.12 

tak 1 tate ::! 

0. 9T 0.1102-
0.799_9 0.2 071 

tate 1 tate 2 

0.8 613 O.l1387 
0.82553 0.17447 

<<Transiti n 
<Period 7 > 

atrix for Final Peri d>> 
199 

Fr m To 

late I 
tate 2 

0. 
0.12 

alu 

,...< l ad tat> > 

tates Probability 

tate 1 tale 2 

0.88100 0.11900 
.R6277 0. I 22 

Value 

--------------------------------·--------------------------------

1 

( 

0.87879 
0.12121 

0.88 
0.12 



Pr g m: t· rk ' Analy i 
Pr hlcm illc: ht'\l Afri an. t. ndard [! re ·t 

lnpu 1 • • * 
~----------------------------------------------------------------
From Value l t 1 tate _ 

-----------------------------------------------------------------
tat~ I 
tate: _ 

0.14 
0. 6 

0.420 
.0 0 

0 5 0 
0.910 

-----------------------------------------------------------------
** • Pr gram utput •• 
< ran ttl n atrix for ach Period>> 
<lmtial :\11 tr1x> I 92 

Fr m To 

tate I 
tate 2 

Valu 

0.14 
0.86 

<P~:ri d 1 > I 993 

From\To 

t te l 
tate 2 

Value 

0.13 
0. 7 

<Period 2 > 1994 

From\ To 

State 1 
tate_ 

Value 

0.13 
0. 7 

<Peri d > 1995 

Fr m\T 

St te I 
State 2 

Value 

0.13 
0.87 

<Period 4 > 1996 

' 

• tate I 

0.4200 
0. 000 

tate I 

.22860 
0.01270 

tate 1 

0.16540 
0.232 0 

tate I 

0.13772 
0.133 0 

• tate 2 

tate 2 

0.77140 
.8 030 

tat 2 

0.83456 
0.8705 

tat 2 

0.86228 
0.86620 



1-rm 'aluc late I 
-----------------------·----------------------~--····------·-----

<P ri d : ll 7 

Fr m 

tate I 
tate _ 

O.L 

P~ri 6 }91) 

fr m T 

. tatt: I 
1. te 2 

Valu 

0.13 
. 7 

o 1"'5-r 
0.1341-

t te I . t te _ 

0.13470 
0.13427 

I te I tate 2 

0.1344: 0 65~~

.1''421 0.86- 2 

<<Tr n iti n 
<P ri d 7 > 

atrix for inaJ Peri d>> 
I 9 

· r m\T 

tate 1 
tate 2 

0.13 
0.87 

alu t te 1 

0.13470 
0.13427 

<< teady tate>> 

tates Probability Value 

.134 4 0.13 

. 6567 0. 7 

tate 2 

.86530 
0.86573 

-----------------------------------------------------------------

, 



Appcndi. 

ram: • l rk ,. \naly ·i 
lcm Ti I :Kc:n). imc 1atkct nr -t. 

Fr m 

tate 1 
• tat 1 

Input Data 

Value 

0.03 
0.97 

• t.te I tate :! 

0.025 
0. 10 

.9750 
0.9 

*** Pr gram utput ** • 
<<rran iu n :-.1<~t: i ~ r · h Peri d> 
<lnnial ·l tn > 1992 

Fr m o 

t· tc I 
tate :! 

V lu 

0. "' 
.97 

<Period I > 1993 

From\ To 

tate I 
tat 2 

alu 

0.01 
0.99 

<Peri d 2 > 1994 

From\ o 

tate I 
tate 2 

Value 

0.01 
0.9 

<Pc.:ri d 3 > 19 5 

Fr m\ 

tate I 
tate-

f 

alut.! 

0.01 
0.99 

t, t I tate _ 

o_o_s o o.97:oo 
0.01 99000 

tate I tate 2 

0.02 00 0.97500 
0.01000 0.99 00 

tat 1 tate 2 

0.0 I 037 0.98 2 
0.01015 0.989 5 

t te 1 tat 2 

0.01 16 0.98984 
0.01015 0.98 5 



<Peri d 4 > l 6 
. 

-------------------------------------------------·---------------
rr m T \ alu • tate I tate _ 

-----------------------------------------------------------------
Late I 
tate 2 

< P ri d 5 > 

.01 
0.99 

1997 

0. 1015 0.989 -
0. 101- 0.9 9 5 

------------------------------ .._ ____ --------------------------
Fr m\ 

tate 1 
tate 2 

Value 

.01 
0.99 

<Peri d 6 > 1998 

r m\ o 

tate 1 
, late 2 

0.01 
0.99 

alue 

tate l tate 2 

0.01015 0.9898 
0.01015 .9 9 -

tate I tat 2 

0.01 l 0.9 9 5 
0.01 15 0.9 9 -

<<rran iH n Matrix for inal P riod>> 
<Peri d 7 > 1999 

From\ o 

tate 1 
tate 2 

Value 

0.01 
0.99 

< tead ' tate>> 

tate 

2 

, 

Probability 

0 .02-00 
.9TOO 

tate 1 tate 2 

0.01015 0.98985 
0.76949 0.98985 

alue 

0.01 
0.99 
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