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Introduction

The development »f sciences and techniques and the dynamics { the economic
and trade processes, at domestic and international levels, have resulted, in the
recent years, in a consistent growth of industrial activitiss and in a parallel
expansion of manapgerial resnonsibilities, particularly in the field of nlanning

and implementation of marketing strategics.

The oroblem of how to accellerate the rate of economic growth of developing

oountries and, in partiocular, of lsaat-developed economies, has led to increased
interest towards, the adsption of advan.gmarketing technologies.

In the developing world,whero traditionally there is a tendence to con=
centrate on structural and technologicnl asnects »f industrial expansion the
importance of developing marketing expsrtise still is, to a certain extent, mip~
regarded. When this ocours, industries may lose thei® competitive strongth, the
investment programmes are discouraged, the production is slackaning, the costs
are mghdfied and the domestic market environment is, in turn, affected by orisis
and stagnation.

Pollowing these considerations, this paper aims at meeting the latent or
expressed requirements of the industry of developing countriss, as to the oritical
iesue of "how to profitably expand the demand for locally manufactured goods",
The aim is to provide an overall view of the most relevant aspects and problems
of marketing strategy planning, identifying ocriteria and implications for its
implementation.

The specific objective is to draw attention concerning the relevance of the
local marketing environment and looal policies unon the operational efforts of
local industrial enterprises, in a ocontext of aggressive conpetition.

Before all, it it however advisable to clearly define the marketing concept,
so as to avoid confusion or misintervretation, denending on the fact that
"marketing" is a convantional expression identifying a rather complex ocontext.
The definitions of marketing are numerous and often are generic or restrictive

and do not provide sufficient scope or elements to distinguish marketing from some
of its own functional components (such as market research, promotion, s lling,
distribution etc.).
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- and the rroper allocation of resources to attain such targets involving, therefore,

"Marketing is the management function which plans and dirccts the totality of
business activitics melated to optimiging the flow of goods a.nd/or services from
producers to consumers or users, 80 as to translate the »notenti demand of a
market into effective demind, ani satisfy it according to »lan objectives.

In elaborating this naner, emnhasis was particularly nlace on the way in which
the marxeting ocnoent, originnlly formulnted for developed economies, can be factu—

ally adanted and successfully adonted in the develoning countries, taking into ascount
their structural,cultural and economic environment.

Planning the Marketing Strategy

Planning marketing ttrategy is n major task of the industrial management
function as it consists in anticipating ‘ossible tuture developments formulating
policies and objectives, mobilizing men and resources and organizing action pro-
grammes, to attain economic operational targets,at profit.

The question is not wheather industrial managers nlan in terms of products, !
prices, promotion, distribution or investment, btut how well they paln the marketing -
strategy and how accurate are the data they have collected to formulate the pro=

gramme of action and to organize the available resources within a given marketing
environment.

Marketing strategy is a comprehensive set-up which, on the basis of actual
external and internal infomat}on and in view of fyreseeable developments over a

given time-span, shall enable an enterprise to adjust its outout, its communication
and it< field action, so as to overcome critical factops and optimize the efforts
within the context of its market,

The marketing stirategy first of all includes a glear statement of objectives

realistic estimates of costs and benefits, '
Planning marketing sirategy is vital to minimize ‘nvestment risks and to chart

the future course for the economic and onerational expansion of the enterprise.
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It begins and ends with the knowledge of the structure of the market, and
the identification and measurement of market notentials and competitiveness.

It coneists in the clear determination of marketing targets, within a given
market area and time-snan, and is based on the design nf the marketing mix 1 s t0
achieve such objactives.

(1) product, nrice, oromotion, distribution




The marketing objectives include:
- sales targets,
- market share,
- pruduct penetration ratio,
market or consumers coverage, ir. geographical terms,
~ capital invesiments' return,
- value added per product or lines of products.
The determination oi' ‘the marketing mix strategy is rather difficult as each

component (product, price, promction and distribution) are inter~dependent and

each of them must be considercd in strict relationship with the others. This means,

for example, that it is erronsous to plan a distribution strategy or policy with—
out taking into gonsideration its offects upon actual nricing or promotional
policies or strategies.

The management decision in planning the marketing mix strategy must be
designed to minimize riske and optimize results in terms of invested resources.

The marketingz manager should be able to answer three questions before making
any marketing planning decision:

=~ how will this decision affect the economic budget?

~ how will this decision affioct the image of the snterprises and/or

its products?

-~ how will this decision affaet the organization?

In most developing countries the distance between a producer and his ocustomer
is ordinarily much wider than onc thinks.

By distance we do not mean only physical distance. More important is the
marketing distance created by intermediaries standing between the enterprise and
the ultimate consumers of the product, and the cultural distance arising out of
the fact that the consumers can be members of different cultures, or social groups.

All these distances conspire to produce an information gap that must be overw
coma if ¢ company is to plan its marketing strategy rationally. The way to narrow
this gap is through a systematic vtudy of the market environment, directed towards

identifying and measuring notential and actual market opportunities.




3¢ The Marketing Information Syatem

The information gap has “lways confronted industrial producers and it is a
most relevant critical factor in business development. The rapidity of changes
concerning buying power and attitude of consumers, the growing complexity of
marketing operitions, the int nsity ar quality of competition offer great advane
tages to the entcrprise which has superior inforiation about the identity and
behavior of the market.

It is no longer possible to carry out marketing activities on a hit or miss
basis, as in the days when a merchant cxchanged his goods for whatever the
"natives'" offered him. Marketing ha~ become today a hithly complex and seientific
operation, which cannot be planned and implemented u. less it is based on market
knowledge which only research can supply.

Marketing planning depends, in fact, upon a careful analysis and appraisal

of markets, company strengthes and weaknesscs, and the full range of the marketing
mix. This is to say that marketing research is the basic input for sirategy
planning. This applies not only to market studics bat also to research in advere
tising, pricing, distribution channels, and all other factors that may contribute
or affect industrial expansion.

As we are here concerned with the "market", three basic questions must be
answered by industrial management if he has to offectively plan a profitable
marketing strategy:

- what is the acturn’ and foreseceabie potential of the market?
-~ what is the company's sales potential in the market?
= on what specific market scgment should we concentrate our marketing effort?

Answers to these questions lead to the selection of market segmenis, foougw
ing actual and potential consumers' behavior, demazd structure, and performance
standards.

The majority of enterprises in developing countries generally neglects
estimating market and sales potentials and merel - rely on nast experiences,
reports from distritutors, credit ang sales renorts, and the like, There is
nothing wrong with these information sources, but they should be interpreted in
the light of systematic studies on markets and customer behavior, Otherwise, there

is great danger tiat management will wake decisions based on incomplete information

often coloured by suljective Judgment and prejudices.
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A systematic study of the market should not be identified with high cost or
the necessary use of outside consultants, Undoubtedly larger industrial companies
make greater use of market research than the smaller ones. Byt the use of markete-
ing research is only partly a question of company sgize, Basically, it is a question
of management attitude towards research nd towirds planning in general, It ig
the approach t.at is most significant, not the money or the time involved into
research. Useful market information can be gathered at a very low cost, that can
be adaptable to all sizeg of enterprises.

Preliminary surveys identify market opportunities that warrant further
investigation. The technigues used in preliminary screening are simple ones,
relying mainly on readily availablg information which, however, should be con-
sistert enough to focus existing market onportunities within the widely diversified
set of consumers segments.

Management seldom applies survey techniques to the domestic market, disre=
garding, for example, that for some products, climatic factors may exclude certain
market areas from consideration in certain given periods.

Management may declare certain other areas out of bound because of paeg
experiences, imhgined fears or preconoeived ideas,

At other times, it may be the marketing executive himself, who is responsible
for a survey, that may limit screening to those areas he knows or which appear %o
him to have economies and demand most :opropriate. Or he may take his cue from
domestic oompetitors. And because he talks with other marketing exacutives and
reads trade journals he may develop definite inclinations towards specific market
segments or geographioal regions,

Because surveying is a preliminary research, it should be as comprehensive
ae possible. Management should know why certain areas do not warrant further
investigation., Otherwise, it may neglect excellent market opportunities, leaving
them to more enterprising oompetitors.

The most useful technique for preliminary screening is an appraisal of
official statistics 8iowing performarces of the product or product line.

Management should understand that small trade does not always indicate small
markets. By failing to find out why trade is low, managemegt may overlook oppore=

tunities that deserve congideration.




Inforiaticn onﬂtradu restricticns ig generally vailable, and estimates of
consumption are al1l that iy reeded for screening purnoscs.

In this way, management can mike threc—w.y bfen.kdown of national market,
that can be very helpnful in oreliminary screening. Import analysis can also be
applied to aggess share of trade. 1If the share is big, it is ordinarily a
hopeful sign. A smr]] share, on the other hand, raises questions on competitive
strength,

Management completes its prelimin~ry survey when has identified problems that
Justify further investigation., The nurber of tnese problems depends not only on
factual analysis such as we have described, but also on the judgment criteria uaad
by management. 1In mogt cases, however, the number of problems identified for
further study is far less than the number given in a preliginary screening.,

When marketing manigement has evaluated the market potential, over the
considered planning period, it may nrogceed on to n second question: how much of
the market potentin} should the company plan to get? The answer to this question
represente the comnany's '"sales potentinl" in that market,

Sales pot.ntial is the maximum sales that an enterprise ean reasonably plan
for in the market. It is usuclly derived from an estimite of the company's
maximum share of ths market potential over the planning period, that is, its
maximum penetration ratio,

The sales potentinl is not the same as a sales forecast, The sales forecast
is used to determine the short-run sal.: Zoale of current operations by estimating
actual sales prospects. In contrast, the sales potential is a bagig for strategic
planning and a projection of maximum sales oprortunity. Sales forecasts have a
important role in budget planning within the framework of objectives and policies
laid down by the marketing plan.

To arrive at a good estimate of the company's asales potuntial, marketing
management should cvaluate the relative importance of various factors which may
vary among areas, products and consumer ssgments. In some areas product design
may be o key factor; in others, orice;j in others, distribution channels, 1Ip all

cases, key factors should bs identifieq ang measured as to theip impact on sales

potential.




The major area of invegtigation should be an evaluation of trade policiee

and other pertinent government regulations that may influence marketing action

pricing and the like. These include registration requirements f{or patents and
trademarks, antidumping and countervailing dutaies, anti-monopoly legislation,
resale price maintenance lawe, trade ~v stice Tosieatic: ad labeling requirements,
to name only the moast prominent.

Another area os research involves a geries of comparisong betwecen the entor—
prise’'s product line and thos: of competitive firms in the mairket. In some
instances, comparisons of quality, design or price will indicate that the company'’s
product is highly differentiated from other products. Although this may enable
the company to build a strong competitive pcsition by appealing to specific
Begments of the market, it also uakes the task of estimating sales potential more
difficult.

Product comparisons should rot be restricted tc the product alone. Th=:
successful marketing of many industrial and consumer durable goods requires an
ofter-~sale service of varinus sorts such as technical assistance, installation,
repair and maintenance, and the easy availahility of spare parts. Competitors!
performance on these auxiliary services should be carcfully evaluated as to cost
and effectivences.,

In renlying the question: "at equal conditions, can our product line compete
successfully against products already in the market"? agiwere may range over all
aspects of the product price, design, size, quality, servioing, etc. However,
such findings should be viewed in the nature of h¥votheses to he tested by later
research on relevant market segments.

It is also important to look beyond competitive px;oducts in the same industry.
Comparisons should be made among all oroducts - whether or not in the same indusiry
- that serve the same function in the behavior of consumers, At times, inter-
industry competition mey be more Severe tlian competition among similar mamufacturers
within the same industrial branch.

Market structure and the marketing ¢fforts of .competitors are a third area of
study. An investigation of market structure raises thase questions, among others:

- what is the degreec cf mononsly in the market?

= who are the mar“et leaders?

- is competition rigorous or loocse?




Competition ~trmaeture ie often a decisive factrm i detarmining the exmansion
in the market. Some markets are charicterized by strongs associations of various
producers who bend their corllective Jfforts o keep our intruders. Sometimes
markets are dominated by one or two large firms and - host ~f sraller, less effi-

cient fcllowers. Otherp markets may, in-tead, have no dom:nant firms and a loose

competitive siructure that nakes expansion easy.

In evaluating the rerfornainc.s f competitors it is wisc to focus on the

market leaders. To expand in a market, the enterprise must necessarily come up

against these leaders who can be exrected to offer the stiffest competition.

Apart from this basic consideration, the company can learn a great deal about

promoting and distributing by studying the oreration and nolicies of its competitors
A simple study of the performance of comnetitors is not encugh. It is neces-

sary to identify the barticular sources of success of each competitor's in the

maricet. Is it low prices? Patents? Product quality? ZIxtent of product line?

Brand image? Service? Location®? Company size? Channels of distribution?

Effectiveness of promotion and communications?

In some markets there may be only one or two 1istributors who can sffectively

handle the marketed line. “hen these distributcrs are tied to competiting

ocmpanies by exclurive se'ling arrangements tho enterrrisc is faced with a serious

problem and is forced to use inferiorp distributors, hoping to improve their per~

formance through training, promotional efforts arnd other devices., At times, the

distribution bottlencck oceurs 1t tha » +ail level . Thie Jds substantially to

marketing coste and probably scares some producers. It is common to find inadege
quate distribution chanrels in the markets of developing countiries.

Sales potential analysis also calls for research on the final consumer and

is closely related to market segment analysis.

When carefully formulated, the sales potertial can serwve not only asg a

strategic marketing tool but als. as a measure of nerformance, But to do this

most effectivel; the sales potential should be broken Aown in terms of the different

. e S Wt e i

segments making up the market, by identifying the groups of consumers which offer

the most profitable potential to the enterprise. This method is knows ag "market

segment analysis",




Segment analysie is necessary becuse murket lomand 15 Lever homoguncous.

Tiis is true even when markets ar: omall in geoprannicn: oxtent, Consumers differ

- often mairkedly - in incomes, wealth, cluciticon, social clase, ey Sex, occupation,

race, culture and ir inhumerable Other wiaye. Any { these differences may have a
decisive bearing on consumers’ willingmsgs and 11Tty ts my a nroduct.

Becausz of thesc differences, seldom can a single enterprise satisfy equally
well all consumersy, Tnis apgnlies o even very large companics with extensive
product linee, Furthermore, an atten Ht by a manufacturcr to “ppeal 10 a'l consumers
in the same mannsr can be a dangerous nolicy and the manufacturer may end=up with
2 nroduct image that anncals to no one in narticular.

Segrent analysis is 28necially important in the marketing of industrial
products. Often the manufacturer does not know which firm can use his product or,
if they use it, why they do it and how.

Because of consumers differences, marketing management should break down the
domestic market into segments (or suv-markets) in ordor to isolate the segmente
which have the greatest miential. Thie crebles the enterprise to focus itsg
marketing efforts cn sneccifis targets and avoia dispersing resources and energlies
on unorofitablc segments.

An even-covarage, non=selec*ive annroach for the marketing of gnods and
Services is wasteful. Segmenintion research enables budgets and promotional
campaigns to be dircctad in A svecializd and pati-nal way

In summary, semment analy.is heine uelining ihe markeiing strategy related
to the allocation of resources towards the sub-markets thit to,ether make up the
total domestic market.

Here is an example showing the influence of different market scgments motie
vations in the Venezelan market, concerning taste in industrial design:

Three panels of housewives, drawn from three different local classes (wprer=
middle, lower-middle, and unper-lower) were shown various designs for a number of
products, including beer cans, air conditioners, table lamps, and cookie Packages.
The same designs wer: presented to each panel: the first design was severely
controlled in form and pattern, the sccond design was spontanusous and free but

coarse, the third design was sentimental in style. The upper-middle pancl chose

the first design by large majority; the lower-middle pancl was divided between
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the second and third design; and tne unper=lower ranel unsnimously rated the

third design as its firet choice .
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Product planning skould be mided by 1 cireful ~nalysis of market scgments.
It is illogical to deecide n marketing strategy bof ro research hae identified and
located those market sugments having th o highest ilae patontial, Only after this
is done can marketing Ti1agement mike 2 decieion as 4o hou, given the resources, ‘
it should aliocate its marketing ertort within the mirket. darket gegment analysis
3lso helpe marketing maraigement nlun [ r an cxpansion LI its nresent market coverag .

Ye have outlined n systemstic anproach to i entify and memsure market oppor-
tunities, and emphasized the uwue of offieinl dnti and secondary data, which
normally are the least costly and time~consumirg to gather. Only when secondary
data is not available tc answer snecific questions about markcte should marketing

management undertake specific ficld ntudies.

P;a:m;ng the "roduct Strategy

Once marketing management has identificd and measurcd its market, it must
plan the marketing mix that will enable the enternrise to reach its objectives.
We have already mentioned the difficultice of planning the marketing mix, and the
interdependence of the mix elements.

froduct planning is the systematic determination of the manufacturer's product
line, that is, the number and variatior s of products to b offered by the enter—
prise to the market it sorves. [Product planning trice to answer two basic
questions:

- what, if any, nroducte should bs added to the company's current

oreduct line?

- what, if any, products should be dropped from the company's current

product line?

All enterprises run the risks of adding or retaining products that are not

profitable, and of ending up with a product line that does not match the requiremen

of the market. Product plamning secks to rinimize these risks through a careful
appraisal of acwa’ and notential markets (market n0% tion, sales potentials,

buyer characteristice, c¢tc.) tog ther with an cvaiuntiorn of the comnany's resources

(technical, oroduction, financi.l, MANDO'ieT, 9tc. ).
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i and its capacity to change the current product line.
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Product planning must also take account of what the company is selling now

The complexities of produot planning are heightened by the many dimensions

~ of a product. Afier all, what is a product? This question can b rephrased:

- what is the company seiling? In the final analysie, it is 83lling the satisfactior

that tuyers expect to get from the oonsumption of its “product'™ Thus an airline

is not selling air services, but space and time convenienoce; a toothpast mamufacturer

18 not selling toothpast but health, cleanliness, and social acceptability.

f" Broadly oconceiveg, a manufacturer's produets is what contributes to the satisfaction

. of his customers. His product is the output of the whole company's effort and is

d i i
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not "fully produced until consumed” by the market.

In more specific terms, product may be viewed as having three dimensions:

(1) the physical structurej

(2) the packaging struoture, including brand name and trademark; and

(3) the service structure, such as performance giarantees, use instructions,

installation assistance, spare parts availadility, eto.

Accordingly, product planning involves not only planning the physical structu.
(product core), Wt also the ways in which it ie identified and presented to the
consumer (product package), and its consumption ie facilitated and made affective
(product service).

As is true of planning in general, product planning must be guided by a
profit yardstick, which is the expectcd profit contridution over the life of the

| product. The use of this standard may be considerably modified by company

Objectives, other than profit, and supplemented by other standards relating to
how & new product or product improvement fits into the existing product line and

g capacities of the company.

Often the refusal of some companies to adapt their products to market
requirements is more frequently a question of management's attitude than strategic
or financial oconsiderations.

Although management may be constrained from planning new products, there is
much it can do to adapt existing products to market demand. Managementshould also
strive to adapt the many elements of packaging to the requirements and preference-
of customers. Finally, it should decide what auxiliary services will facilitate

sales and consumption.




Whether and how the many dimensicns of - pr2duct shoul. be adapted to the
requiremenis ~t mrkets can o dec:lol mly after anawerin, the ju:stions relating

to potentinl consumers, envirsnmental conditi ns. overnment rc,ulationg, comne-

tition and exvect l profit contribution.

"roduct clonning Tegins with a coasideration of the »hysicnl pronertics of
the products from the perspective ~f potential customers and total market
cnvirrnment,

The wvast majority of products can be adapted to markets or sne way or

another with a rosulting impiovement - f their image and their srofit contribution.

Such adaptation may »ofer 4o size, function, matcrials, dceign, style, color,

taste, spacifications; etandards, otc.

A

v 13 not however nercssary to change the standards of the product to conform
1o the buying bohavior of consuncrey often the same rosult may be obtained through
packaging. Als», the preference of a consumer for big sizes may be satisfied by
miltiple-uni'c packdges sich as those commonly used in the sale of soft drinks and
corn-flakes.

Differences in tochnical skills, labor costs, the avnilabfiity of manpowur,
slimate and sther factors often change the funetioral requircments of industrial
products in leveloning countries, and ndaptation may generate satisfactory results.
Although 1t is nossiblc 45 speak of international deeigns in certain praducts
there ¢4111 exist wide disvaritics in the style preferonces »f different people,

The colar‘of the nroduct may be 2 critical factor. Although color is usually
lase important for industrial rroducts, it hears directly »n the saleability of
cartain nroducte such asg >ffice cquioment.

Differences in taste are pertinont 4o the salés of manufactured fiod npoducts,

Industrial equipment is particularly sensitive to variationg in standards.

Manufacturers of induetrial cquipment should adiust their vroducts t> the measupre~

ments, calibrations, voltage, and other specifications if they are to take full
advantag: of market opoortunities. Often euch adjustments can be made casily
and at low cost; in other cases, they may roquire substantial changes. Undoubte
edly, differcncas in systems of weight, measure, and industrial standards are 1n
obstacle 1o trale, tut can cften be overcome through product ndaptation.
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: the marketing of corcumer goods. The expansion of self-servico has oreated new
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This brief review of some of the many aspects of the product core that may be

adapted to tlhe requirements of markets suggests the complexity of product planning.

it also points to the unecessity of testing products in the market before undep=

taking substantial and constly production and marketing programmes.
This involves a careful and systematic analysis of the consumcrs' reaction
to the product and how they use it.

In addition to adapting the physica product to tho requirements of the

- martet. mcnagement should also plan the presentation of the product at the "point

. of sale". lor most consumer products and various industrial products the most

e S

i-portant element in this presentation is the package.
The produect package should be distringuished from the shipping container

because they Lave different functions. The purpose of the shipping container is

to protect the product (and its package) againet various risks such as plysical
. damage and pilferage during handling and transport.

The product package has a duai function. Like the shipping container it
orotects and preserves tha physical product, especially at the point of sale.

But the distinctive function of the consuser package is its role as a "milent
salesman", attractirg attention to the product, indentifying it, and persuading
cuctomers to buy. This promotional function of product packaging and its planning
is the cabjeet »f a research.

The promotii'nal use of packaging has determined_a remarkable development in

Foin" of--sala conditions that greatly enhanco the marketing signifisancs of the
package, as most items are genc:~1ly bought on impulse. In these circumstancas
*ha product packaga assumes a critical importance.

If the rickage is (o promote the product in the market, it should be adapted
0 the behavior, attitudes and preferences of pdtential buyers. One obvious
cdaptat.ion is the printing of the package label in a language that is agreable
to consumers. In spite of its cbvious nature, quite ofton merketers igrore the
lan~iage factor in package labels. As o resulte these labels lose much of their
value to inform tuyers about the product and persuade them of its merits.

A less obvious form of package adaptation is color. Certain colors have a

= symbolic value in all cultures, and the use of these colors may affect the sales
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of a product. It is lmown that people in "ikistan, Isrcel nnd Venezucla dislike
yellow. In the Far $ist white is the colur of mourning and blue 1s the color of
sBorrwo, but Grecks liks both f trese colers. Moslems faver precn, and sc on,
In summary, the color of the reckage snduld not ~ffend ar reoel his potential
buyer, but sttract him.

The vital oart of *tho aronstiosnal sackage is its trademark. It is the tradee
mirk (2 namc, mark, desigr or ~ther eynbol) that confors 1 udique identity to the
product by distinguishing i4 form similar comnetitive aroducis.,  In brief, a tradee

mark is the nroduct's ¢commercial signaturc,

Marketing manogement gains scveral advantages fror trademarks.  Most imnortant

1t can focus proemstionnl efforts on croduct identity., In the absence of trademarke -

only large comparice with Jominant market prsitions coulll gnin from promotion.
Trademarks help s 1l -sciic enterprises to lovelon n market by promoting brand
preference among customers. This nrocess also induce the repetition of sales and

permits to concentrite promotional e¢fforts at the neint of sale.

When 2 trademark gnine wide ncceptance among; consurers it becomes a valuable %
property. %

In many countries brand names may be difficult to protect (even when they ,
can be registorcd) tecruse of loose wiministration of trademark policies. In §
others, the reputatisi of the nroduct miy be compromisel becausc of its pogsibla g
identification with inferior imitntions which can scriously endanger the image §
of a product or of an enternrise.

The effective marketing of industrial equipment wnd consumcr durable goods
normally requires auxilinry services both before and ~fter sale. There are just
part of the nroduvet 28 the product ¢ore >r the product packagu.

When an industrial user considerm the ~urchasc of industrial equipment he is
mainly interested in how well and how long that oquinment will operate in his
plant. The proner installation of the equipment, the trainin: of workers in its
usge, and the maintenunce and repair of the equipment t keep it in order, are all
important factors, on which oftern dzoend the sales.

An enterprise can imorove its market position by demonstrating and making

known the effectiveness of its nuxiliary services.
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In developing ccuntries, entirprises should devel-o aporoorinte sc¢rvice=mix
to expand market demand, considering the conditions which may call for nilinry
services: changes in specifications, market ignorince »f the nroduct's use, un-
availability of spare part-~ and maintenance facilities, and so on. Only by
knowing these conditions can mnarketing management plan an ontimal service stratogy
that can facilitate sales and lead to ravent orders.

In addition to studying anil »lanning the adaptation of product core, package,
and auxiliary services according t» the requirements of consumars, marketing
nanagement needs to plan the product line it will offer to the market.

How wide should the product linc be = how many different products? How deap
should the vroduct line be - how many variations, models, styles, ctc. for each
product?

Product line planning muet take into account the chapracteristics of the
market, the differances among potential tuyers (social classe, income, sex, industry,
etc.), the consumers' expectation about assortment and quality range, the compete
i*'ve product lines, and other powerful marketing factors such as distribution
structure and economies.

When all products can use the same channesl it may be, in fact, possible to
achieve economies in distribution by spreading fixed costs. On the other hand,
when the addition of a product Lo the product line requires a new channel of
distribution, marketing managvhent needs to carefully weigh costs agninst profit-
ability. Economies in distribution system may influence product line planning.

In certnin cases, is possible to make economies in distribution by taking on
complementary nroducts of other (not competing) enterprises. This is known ae
"allied company arrangament", and offers numerous onportunities, particularly to
small enterprises with limited product lines, which thus may be able to gnin
advantages by co=operative distribution systems.

Planning Pricing Strategy .

Whatever product stratcgy is adopted, it has repercussions on other ocmsponents

of the marketing plan. Marketing management needs to relate product policies to

Price, distribution and promotion nolicies to get a comprehensive strategy for

*he entire marketing effort.




Planning cricing strate,n is o liffiealt J b, Marketing management must
make judgments -n a troad variety »f conditions which are ~ften known only
imperfectly and with varying degrees of nrobability.

One difficulty is the concent of rrice as the ratio between goods and money,
as determined by the intecractisn of sunnly and demand in the market.

To the busincssman, srice is the money he gete from sellin,s a product ur.it,
and it letermines the nrofitability of that sroduct. The nroduct, however, ras

g:veral prices because >f many kinds f discounts (functional, cash, seasonal, et

and frequent gans between list prices and negotiated nrices. To speak of the

price of a god is an abstraction.

For the marksting manager nrice should be merely onc of the several elements %
of the marketing mix. Pricing is, in fact, a marketing tool and a means for §
attaining the sales potential and other osbjectives in the marketing » an. %

The starting point in planning »ricing strategy is thc determination of the
basic orice. This is the nrice that the final buyer oays for the nroduct. For
consumer goods the basic nrice is the retail nrice; for industrial goods it is

the orice tc the industrial user.

The determination of the basic price of a product involves threc logical

steps!

estimating the demand of final buyers, over a nlanning period;

]

estimating the manufacturing and marketing costs to achieve projected

Bales volumes; and
- selecting the nrice that offers the highest nrofit contribution.

It is the job of market research to sunply the data needed for estimating

demand. The information may come from a variety of sources: nast sales records,

competitors’ prices, consumption analysis, surveys of the trade (retailers,

industrial distributors), etc. Most difficult is the orojection of possible

shifts in the demand, over the planning period, in relation to the probable life=

cycle of a product,

In estimating the costs of projected sales volumes, all costs should be

included. This means that the final determination of the basic nrice can be

obtained only after decisions have been taken on the rost of the marketing mix.

For c¢xamplo, when one decides on 1 distribution channe

1 comnrising independent
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‘} agencies (distributors, agents, etc.) onc should be certain about the margins

'E"required by those agents to distribute the product.

The determinaticn of the basic price involves alsc an ¢valuation of the
expected profit contributions in relation with the choice of strategies promising
the highest. This indicates that the forecaet gaximum depende en the
accuracy of the information on projected costs and sales revenues.

Once determined, the basic »rice fuides marketing management in planning the

i discount structure and the pricing strategy.

Strategic factors other than nrofit, may however modify the profit contri-
bution approach. These include consideratiors concerning market share position,
price stabilization, investment risks, svecial arrangements with important
customers, etc.

Such considerations and other factors may lead to a departurc from the basic

price. Should we use nrice as an active promotional t00l1? ®hould we Jrice above,

4 below or at the same level as competitors? When the product is new to the market,
i should we enter with a hish price or a low price? Should we ¥rice to minimize the
f! profit of the whole nroduct line, or of each nroduct taken alone? Such questions
iz underlines the complex nature of pricing and why determination of the basic price

’% is only the first sten in nlanning marketing pric. strategy.

"ricing sirategy may, ir some cases, influence the discount policy by affaect-

if ing the size of distributors' margins. Aside from t.is consideration, the fact

! that enterprises ofton use channels involving intermediaries to reach final

consumers meane that their marketing prices arc not final=-tuyor prices but inter-
mediate prices.

None of these obeervations mitigate the value of the basic price as a ggide.
When the basic price is determined, marketing management can assess the impact
that decisions on pricing are likely to have on profit contributiems and market
eéxpansion.,

Before taking un these further aspects of pricing, hcwever, we should make

a brief comment on value=-added pricing because of its apparent appeal to marketing

B nanagement.

Value-added oricing is pricing a product according to ihe following formulas

cost of materials and labor plus allowance for manufacturing overhead plus selling




exdcnees vlus allewance for seneral ovorheal slus fixel orofit margin. This

formula is attractive because of its aimnlicity and its sceming assurance that itk

%
comnany will make . profit on cach unit s~1'. %
But value=-adled oricing has scveral disadvantages: ?
- it completely ignores the market lcmand;
- it ignores competition; %
- it uses an arbitrary 2llocition of overhead costs which 2re not 4

affected by current snlos;

i, ik

- it involves circular reasaning veosuse price influencee costs which,
in turn, affcct sales volume; and

~ 1t offers no guidance to maximize profit or to reach other indircet
profit targetsa.

The selling price is normally a compromise batween the valuc-added which theg

i S e i

seller would like to get and the amount which thc’buyer is willing to pay.
' The proper use of cost analysis in nricing permits to measure the profit
contribution of diffuerent projected prices and to establish a discount nolicye.

The moat imnortant discounts are the functional discounts to distributors,
as thy serve as:

~ nayment to middlemen, and

- incentives to cncourage ‘listributors to give «xira nromotional g

effort to the product.

Quantity discounts alsc have & nromotional function. Marketing management
needs to ducide whother to give quantits discounts considering nrofit contrituti
and investigating their offects on salcs and the savings in transportation, hand
and order costs. IMrussure by buyers anil comnctitive practice enter into this
evaluation.

When auxiliary Qervices are offered, a decision should be made on whether
to cover their costs out of sales or whether to charge customers for each speoif 1
service. The latter policy may be impluementud in the fom. of discounts.

Cash discounts are alsc offercd to acceleratec payment.

This short discussion om discount policy makes clear its dependence on

product; channel and vromotion as wsll as pricing iccisions - and confirms the

n:ed to plan marketing strateyy comnrchensively, with full regard to all componenf

of the markcting mix.
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Marketing management has wide pricing discretion when its preduct is known
to the market and has no comnetitive substitutes. The degree of pricing floxi-
bility hinges on the degree of rroduct differcontiation. When eonsumers show a
preferonce for a product because of its quality, style, verformance or any sther
property, marketing managegeat has some degree of nricing authority and the
opportunity to levelop an ontimal pricing strategy.

The degree of pricing discretion determines marketing management's cavacity
to use price as a marketing tool. What is needed is an accurate asgassment of
the profit contribution offered by ecach and every part of the marketing mix, so
that management can plan a strategy with a maximum nrofit contribution. A low-
price policy, for examnle, is likely to vitiate a quality product image which
management wr.n¢s to promota.

Each product has a iife-gyole. The life-cycle starts when a company introe
duces a nroduct new to the market which is differentiated from older sroducts.
In a word, the produot is a sneciality. At this stage the marketing job is mainly
promotion and distribution, stimulating demand and making the product available
to reovle. There is little or no nrice competition, giving management broad
pricing discretion.

Few products can however remain spec}alities indefinitely as, sooner or
later, they are dunlicated or oven improved, by competitors.

The producer may seek to maintain his narket position through promotion
emphasiging the distipotiveness of his product. But as competitive pressure grows
more intenss and products become more alike, he is forced to lower price. Him
pricing discretion is mich less and he must pay oloser attention to competitorsa,
The product is no longer a speciality amd becomes a standard commodity.

Although companies are not usually successful in preventing a speciality
from becoming a standard product, they should be able to forecast the transition.
Skillful promotion can sustain brand preference. Product improvements and new
nackaging are commonly used to ston a drift towards standard commodity status..
Indeed, much of modern marketing may be viewed as a continuing effort to keev up
product from slinping to a standard commodity level.

Marketing management should carefully stuly what stage of the life-cycle its

nroduct ocounies in the market.




When . nroduct is *ew in the market how shoull 1t be priced in view of its

probable life=cycle? YWe can listinguis  tw> basic strategies.

The first strategy is to entor the market wih o hi,h price to select the

demand.

Later, when the specinlity becomes n standard commodity the price ig

lowered tc maintain and increase sales.

The seccn! basic strategy 1s to enter the market with a low nrice serving as

a spearhead in order to nenctrate the market as quickly 18 Jossible. Here the

Strategy is to build up 2 dominant market positicn irn 2 chort time. Penetration

pricing may also keep out competitors because of low profit margine. In followin;

oA T e

this strategy marketing manazement wants to built up A mass demand for its produc
and prevent others from comreting in the market. It exoects its srofits to come
from volume sales rather than profit margins.

Which strategy is bettep, It depends on the enterprise, the product and the

market. Lot us simply note that pentrating pricing is more daring than high

Pricing because it relies on a build=up of volume sales. i
In pricing its nroducts marketing management should always take into account

the expected reactions of commetitors in the market. When the company has only

a small market share, competitors are likely to ignore its initial price or subte

sequent price changes. 3ut when its market share is sizeable, then changes in 1

price are quickly matc.icd by comgzatitors.

In these circumstances management may

well decide to fnllow a stable price poliey, relying on product adaptation,

promotion ~ud other non=nrice measures.

The pricing strategy must leave room for tactical flexibility, It is most
urwise to require marketing management to keep to a spcciric nprice with no margin
for negotiating with customer nrosnects, meeting shortrun market develcpments, or
countering competitive activiiy. In this way, pricing strategy offers the best

protection agninst tactical vietory bought at the cost of economic defeat.

6. Dlanning Distribution Strategy

If marketing management nas made P.anning decisions on product and price stratey}

he must levelop n distribution striteds, getting the prod ct tc consumers at the

place and time thay wani it.
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Chrnnel of distribution is tre ciin .1 mArKetir -

VTCled LInKin,T ti
vroducer to the final buyers in 4h. m-rket. Theeo NESNCLNS e, 0tinte sties
trinsnctions wnd Jdirect the nhysical movement ani ctopa-o Lf the product so o
to place it ultimitely in nosseseinn of finnl buyers where, when und in the

quantities they wint it. The agencies comorising . fiven channel of distribution

m2y be indepcendent middlemen or ownel by the producer. Thy my be many or fow
in number. Since the first anl 1ast linke in » channel “re the producer and
finil buyer resvectively, it is logical 1o comsider them wlso 1 papt of the
distribution chann:l,

In making these decisions m~rketing management should think in terms »~f the
entire channel of distiribution stretching 11 the way from the company to the
final buyer in the market. Too many enterprise~ think their distribution channels
end with their distributor, ignoring the section of the channel linking those
intermediaries to final buyers. Thig is n foulty attitude because a distribution
channel is only as effective as its weakest member. Transactions and physical
flows may be blocked or slowed down at any point in the channel. Marketing mana-
gement should plan channeles that minimize obstructions, regirdless of their
location in the channels And to control channel onerations, marketing management
should get an information feedback that covers the whole channel.

Severnl questions mre nertinent for the determination of distribution

channel performance, including:

- what geographical coverage dn we want? How intensive should it be”?

what sclling effort do we want from channel members?

what promc tional efforts 1o we want from channcl memburs?

what should be the nerformance ¢f channel members, the volume and

location of inventories, the delivery systems?

how and in what way should we support chmnnel members?

Specific .nswers to these questions depend on the nature of the market and
competition, thoe mature of the vroduct, the resources available to marketing
management, and the over-all marketing strategy. From such amswere nterprises

should be able tu design distribution strategy, which relate 1o other compomemts

of the marketing nlan.




A4 criticnl element in dictribution otrite,sy 1v toe degree of market eovernge.
If management wants intensive covertge, 31t necus moany channel members.  Management ;
is gencrally inclined to use oy tyne of channcl which pives intensive coverage.
Total market crverage nlso encourages heavies relinnce on wyvertiging and pro-
motionnl sunnort.

Sometimes marketing tanagument pursucs o stratesy of sclective market coverag

In its extreme form this etrategy wses < single distributer, having exelusive
rights: the channcl member ~orecs not e sell commetitye products.e A policy of
exc.usive distribution gives the company much more onsortunity than total market
distribution, in terms 5f control final-buyer vrices and the distributor's ner-
formance. Such a control is narticularly important when the enterprise wants
channel members to —ush ovrcoducts nggreesively, to muintiin large inventories and
to provide auxiliary services, such 1is installa*ion and repair. Exclusive disg-
tritution calle for the protection and full sunport of the channel member and
more promotional effort than in the strategy of intensive distribution. Becauge
of their role careful selection of cxclusive distributors is critical to the
success of the manufacturer's marketing nrogramme.

Distribution channel planning is closely associnted with nromotion planning
because channel members can b: used tu carry nd intensify promotional messages
directed towards consumers. The emphaeis nlaced on the promotional activities
of channel members is amether ingredient of Aistribution strategy.

Distribution strategy is also influenced by the comrany's decisione on the
8ize of margins to be offered to channel members, as well 28 credit, inventory,
promotion and customer service. These decisions detormine the performance
specifications of the channel of distribution and the basic distribution strategy.

It is not easy to choose ths ontimal distribution channcl. The true problem
i® not channel multiplicity but tho difficulty of estimating the profit contri-
butions of alternative chanrels. Tt should start with an apprnisal of the par-
formance of alternative channels. This leads to a rejection of many types of
channels that full short of the performance apecifications, greatly simplifying
the job of chnnnel selection.

Ordinarily, marketing management finde more than one channel type that can

meet the performance soecifieations. For example, it may decide that either n
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distributor or 2 sales branch can do the J2b.  In this situation the choice

becomes a question of relative cost. If a comnany could imore channel costs,
it would invariably decide to sell directly t- final buysrs. This would give the

manufacturer full control over his distributi-n system and would bring him into

intimate contact with his market, poscitly coveriug w1l o . o1ble buyers by adopting
a policy of intensive distribtuticn. But, of course, distribution is not costless,
In many cases the higher costs of direct, intensive distribution far outweigh its
advantages.

In estimating the relative costs of alternative distribution channels,
marketing management should take into account the probable effect of each channel
on other components of the marketing mix. Different chunels often require
different degrees or kinds of support such as credit, promotion, inventories and
training. These support cost money and should enter into the cost evaluation of
alternative distribution strategy.

Once marketing management has estimated channal performance (expressed in
terms of expected sales) and channel costs, it shruld calculate the profit con-
tributions of alternative channel types. It may be found that the channel which
promises the Biggest sales volume or the lowest-cost does not grant the highest
profit contribution over the marketing planning period.

On the other hand profit contribution can be rejected because the required
financial outlay for controlling it exc eds company resources. By appraising
alternative channels in terms of their profit contributions one can also avoid
choosing a channel simply because it ies the lowest-cost channel, a comnon mistake
in distribution nlanning.

Infcrmation on distritutors may be obtained from banks, governmant agencies,
credit agencies, trade associations, and other sources. Armed with protils
Sspecifications and a prospectr list, management is much better prepared to make
the final selection.

It goes without saying that marketing management does not alwaye get the
channel members it wants. Distributcrs wiih the desired qualifications may
8imply not exist in the market, or they may be tied to competitors, or they may

not want to handle the product. Concerning this last point it should be remembered

that the selection of channel members is two-sided: the enterprise selects the
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distributor but, at the same time, the distributor selects the enterprise.
Depending on the circumstances, one or the other party is usually in a stronger
bargaining position.

when the enterprise can not get the channel members it wanty, it must either
use inferior people, hoping to improve their performance, cventually by providing
credit and teohnical assistance, or establish its own distribution network. This
last choice may involve a ohange in marketing sirategy and eventually call for a
capital investment beyond the financial capacity of the manufacturer.

In planning physical distribution it is a mistake to think in terms of

B s S B e s

iransporetion or inventories alome. Thinking should be in terms of the entire
logistical system (plant location, materials handling, transportation, storage,
and information).

logistic distritution planning should start with a study of consumers:
where are they lccated? How much of the product do they tuy at one time? How

often do they btuy? What physical supply services do they need in terms of in=-
ventory assortment, delivery time, etc.? Starting with the requirements of final
wyers, marketing managemeni can proceed to design a logisticel distribution
system by werking backwards from the markst to the place of production.

The interrelationship among transportation, stocke and customer services are
many and sometimes hard to detect. A shift from ground tc air transportation
may add to distribtution costs, but these may be offset by lower inventery and
packing costs cr the sales advantages of quicker delivery to ocustomers. Larger
and more varied stocks closer to customer may increase storage cosis, tut they
sometimes make possible less frequent shipments and improved cusiomer servioce.
This demonstrates the need to plan the distribution logistical system in itse
entirety.

Oood logistical distribution planning pays off not only in lower costs tut
in higher oustomer satisfaction and, therefore, determines sales expansion and
competitiveness. Technological changes in transportation and communication and
better methods of inventory control offer new opportunities for improvements of

distribution systems. The manufacturer who overlooks these opportunities riexs

to jecpardizing his marketing programme.
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A last remarkd on distribution channel planning pertains to the need for
periodically reviewing the adequacy of the channels already in use. Changes in
market demand, in competition, in products, in company resources and in external
factore can coniribtute to maike existing Aistribution channels obsolescent.
Once the distribution channel is setu~, there is a tendenc: by marketing management
to regord it as fixed and to avoid any changes until they asmume an emarmnoy
character. But, in truth, nothing is ixoq in marketing. Management should plan

its distritution channels for change, and change them according to objectives.

Planning Promotion Strategy

Promotion takes many forms: personal selling, advertising, sales promotion,
and public relations. However different they may appear, each is an effort by the
producer to communicate with consumers, distribution channel members, or the
general public.

Promotion consists of messages to the market to inform about the product,
Persuade to buy it, develon positive attitudes towards the product and the company,
and induce changes in people's behavior. The scone and effectiveness of promotion
are highest for branded products because the product of each manufacturer is
identifiable by the buyer.

Procmotion is e:mmunication apd involves five elementss a sender, a message,

a medium or mescage—carrier, a receiver and a feedback f:>m the receiver to the
sender. Commnication is effective when the receiver understands the msl'sgo,
in tie way intended by the sender, and takes the action desired by the sender.
Feedbeck in;omation acts as a control, letting the sender know about meesage
failure or success.

We can distinguish two major kinds of media or message-carriers. The first,
and oldest, is the human face-to-face contact. I% is the most effective medium
because the sender can adjust his message in responee to an immediate and conti-
nuing flow of feedback information.

The seoclmd class of media includes some mechanical forms of message-carriers,

such as printed symbol (word, number, picture, etc.) or electrical, photographic,

M and electronic devioes (telegraph, cinema, telephone, radio, television, tape

recorder, etc.).




Communication may fail for 2 number of reasons:

- the messags does not get through to the receiver. The medium may break
down or not link the sender tco his intended receiver. More commonly, the
meesage is not received by the intended receiver because of disturbances in
the communication chanrcl thnt tikae the recoiver's tention away from the
message }

- the receiver nerceives the message, but does not understand it in the way
intended by the sender (*this is 3 common failure when sender and receiver
belong to different cultures);

- although understood, thc message does not persuade the receiver to take
action as wanted by the sender. Alsc the receiver may have little or no
interest in the message content. Or he may not believe the message. Even
when the receiver believes the message and has an interest in its content,
he may not take the desired action because he is not convinced it would
benefit him. Finally, the appropriate action may be not feasible, however
willing the receiver to take it. 1In the case of promotional messages this
can occur when the product is not nhysically available to the receiver, or
he lacks money or credit to buy or he does not have the facilities necessary
to use the nroduct.

Promotion is only one of many forms of communication in marketing. Actually,
all maiketing activities have a communication asvect. As e ha\}e already observed,
sromitiqn decisions require information flows from several sources: markets,
competition, goverrments and other functional groups sutside or inside the firm
(research, production, finance). To become operational, promotional decisions
must be communicated to the members of the orgenization responsible for their
implementation, including channel agencies. Finally, continuing feedback informatiorf
is essential to control results in acoordance with planned objectives. The flow of |
such information, internal and extermal, may be however stopped or distorted for
the reasons above indicated.

Communication may also be hindered by economic cultural gnd langaage factors.

When one thinks of cultural differences, one probably thinks first of language
differences. This may lead to view tke problem of oross—communication as a line

guistic one whose solution is a simple translation from one language into another.

It has bien wisely eaid: "To kill = message, translate it",
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What is needed is much more than a translation of promotional messagzes.
Promotional messages should fit the ideas, attitudes, motivations, e¢xperiences
and ways of life of the receivers.

It should be realized that often consumers are likely to know littje oy
nothing about nroducts' brand name or c mnany, howaver we.'-<nown and accented
they may be.

Krowledge about product image in the market can be very helpful in designing
the text of the promotional message. 3By appealing to cultural factors and doing
what is necessary io neutralize or reverss negative nattitudes, the enteprise
stande 3 mach better chance to develon an attractive image for its product.

The decisions made by marketing management on the over-all strategy to be
adopted in terme of product, price and distribution channel policies have a
bearing on planning promotion. Promotion should serve the strategic marketing
plan and support the other comnonente of the market mix.

In planning promotion strategy, two fundamental questions confront management:
whom do we want to communicate with? and what do we want our communication to
accomplish?

The first question rclates to promotional objectives and the second to
specific promotional targets.

Promotional targets fall into three main groups:

- potential buyers (household consumers, industrial users, government);

-~ distritution channel members (agunis, distributors, .holesalers,

retailers); and

« the general public.

The promotion directed toward potential buyers tries to transform them into

actual yers; promotion to distribution channel membere aims at developing orders

by persuading distriutors that they can sell the product at a good profity and
promotion to the general public endevours to build good will and a good image
concerning the onterprise and its products.

Marketing management need to go beyond this three-way targets classification
to identify the best promotional strategy to implement. Thie is mainly a question
of research, which should help identifying the economic, structural and cultural

differences of promotional targets.
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Once promotional objectives and targets are defined, management can begin to
plan its promotional strategy. It may use any one or n combination of four major
tools of promotion: nersonal selling, advertising, sales promotion, and public
relations:

- Personal selling uses salesmen *» communicate faecc-tr«face witi prosractive
customers. Although salesmen may usec the telephone, mail or other media
to send and receive messages, the essence of personal selling is the face=
to-face contact. This differentiates porsonal selling from all other forms
of promotion.

Personal selling does not merely concentraie on "order-taking" which does
not concern the generation -f ne¢w sales.

- Advertising ie a non-~personal presentation of marketing messages through

various media, such aa nev:spapers, magasines, motion pictures, outdoor
posters and signs, direct mail, radio, television, catalogues and directo-
ries.

- Sales promotion covers all sales activities that supplement the fb.nctipns
of personal selling and advertising. It includes displays, shows and
exhibitions, demonstrations, sales contests, samples, and other activities
which are usually non-recurrent but geared to generating new sales and
develop market demand,

- Public relations is any kind of news about a compary or its products which
has commercial significance. It is a kind of publicity that cultivates
good will toward products and company's images. To get it, enterprises
shall supply media with interesting news items, without payment for epace
o* ‘Ime given by such media. It may, however, involve payments to an out—
side public relations agency.

Each of these forms of promotion has special strength, tut also some limie
ations. Persopal selling is usually the most effective promotion, as the ratio
of sales related to the number of sales prospects contacted is normally higher than
in impersonal promotion. The major limitation of personal selling is its high
cost per sales éonta.ct, if compared to impersonal promotion.

Adversising offers the advantage of reaching a larger number of potential

buyers at a relatively low cost for each contacted buyer. It is the form of
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nublicity best emited for mass-promotion. The main limiiation of advertising is
its nossible failure to nersuade a fracticn o1 prospects exnosed to advertising
messages to buy the advertiser's preduct. Because advertising is impersonal is
can 8aldom rival the imnact »f personal selling.

Sales promotion is genevally used to improve the neriormance of channel members
or salesmen through sales aids, displays. contests, exhibitions, and the 1like.
Participation in trade shows is o traditional form of sales promotion and frequently
a very successful one, be.ause it combines the face-to=face contacts with a large
number of muying prospects.

The advantage of public relaiions is its credibility. DPcople who do not
velieve advertising appeals about a product, often beliesve the same appeals w-cn
the r read or hear about them acs news item. The uss of public relations as a
promotional 100l is relatively developed and most’y used by medium and large--ssale
enterprises or co-operativer of small-scale companies.

In nlanning the promot%cnal strategy, decisions must be made on the allocaiion
of ¢fforts among personal selling, advaertising, sales promotion and public relations.
Decisions on the promotional-mix are guidad by prior decisions on promotional
targete and promotional objectives.

We look first at nersonal selling. How much and whet xinds of personal
selling efforts does the company need to achieve iis mcrketing targets? The
answer to this question is greatly dependent on the structure of the channels of

-

distribution. Vhen a company u.ses dicii butors it turns over to them the bull c?

personal selling effort in the varget market., On the otherhand, if the company

distributes through its salcs branches directly to final luyers, it assumes the
full responsibility for whatever nersonal selling effort may be needed to reach
its targets. For this reason an important consideration, in choosing a direct
distribution channel, is the cost of coing the persoual selling job.

Because channesl are likely to be more direct, personal selling is more
common in the marketing of industrial goods than consumer goods. Here the emphasris
is on highly-trained, creative salesmen who are able to communicate and explain
the often complex nature and advantages of industrial products. Generally, the
salesman must use rational appeals, and may have to deal with several people in &

company such as the nroduction manager, the chief engineer and the financial officer
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in order to negotiatc a snle. This ceative sclling job makes vsnertial a very
careful selection of sales revrescntatives.

In this context, promotioral planning decisione relate to the number of
sales representitives needed, sales territorics, sales quotas, sales training,
sales messages, and other factors tha- vetcrminer the scope and intensity of the
pérsonal selling effort. Marketing management should weight all implications in
terms of expectad profit contribvtions, cven though such estimates can seldom
be precise.

Advertising may be uscd ir place of nersonel selling or as a supplement 1o it.
In planning its advertising strategy, marketing management faces several queations.

- Do we need advertising? The need for advertising is mainly dejendent on
the produot, the naturs of target consumers and what competitors are doing
in the market. Marketing management should make a judgment on the oppor-
tunities of sales at different levels of advertising expenditure.

If the decision is *> ;5 ahead with advertising, it should be clearly
defined the characteristics of the advertising targets.

- What is the best media mix? Obivously, marketing managoment rbould choose
advertising media that r ach markeiing targets. It .s, however, difficult
to evaluate the effectivencss of the owveilabic media,

Marketing managemcnt siicald aiso consider direct mail advertising as many
promotional programmes can hs s ccessfully implemented by sales letters
sent to distribuiors, industrial users and consumers.

Conaideratiors related to objeciives; nromotionrl targets and the product
require factual information, persuasive apnenls in advertising texts.
Co=operative advertisiag airrangemenis .hereby tne eaterprise pays for part
of the advertising done tv channel mumbers are frequently used.
Advertieing should be 1 dynamic tcol of promotion, taking account of
changes in demand, competitioa, company resources and other elements of
the marketing mix. UWhen such changes are projected and incorporated into
the strategic plan, marketing managemert should also plan appropriate
adjustments in adve:tising, narticularly when the product is expected to

enter i new phase of i%s 1llfe=nycle, during che prlanning period.

R A




- How much to spend on advertising? This question is the ereat problem fop
marketing management, because it ir very hard to mcasure advertiring
effectiveness. Tut even rough estimates arc better than nons., Too many

enterprises decide to advertise up to a csrtain perceriage of paet or

expected rales. When sales go up, advertsing goes up and when sales go

down, advertising goes down. Clearly, this approach to advertising budget-

ing has no logic basis and makes advertising the result of sales rather
than sales the result of advertising.

Another faulty approach occurs when advertising is oconsidered a mircinnl
aciivity. Then the company spends on advertising what it thinks it can afford.
Usually this is too little, sometimes too mach, but seldom the right amount.

The most reasonablo approach is the one we have above outlined: set the
advertising objectives and then spend what is necessary to attain those objeciives,
using profit contribation analysis as a measure. Oood oontrol over advertising
comes from good planning. Some enterprises avoid this problem by letting channel
agents make all advertising deciseions "on the spot”". The result is apt to be a
very "spotty" performance, some members doing a good job, others a poor one.
Furthermore, there is little oo-ordination between advertising and other components
of the strategic marketing plan.

The ideal solut is a control that insures that advertising conforms to

the marketing stratogy, tut at the same time encourages active participation b®
channel memtvere.

| Many sales promotion activities are of a special, non-repetitive character
with short-run, tactical objectives. As such, they fall outside the realm of
strategic marketing plamning. Even here, however, marketing planning can offer
guidance ooncerning the intensity and kinds of romational muiort to give to
channel members, and in co~ordinating it with advertising and personal selling.

Por sales promotional activities that are costly and have long-run effeots, much

&8 expositions, trade fairs, annual sales conventions, etc. it is necessary to

determining their inportance and integrating them with the over-all marketing plan.
After marketing management has made preliminary decisions on specific promotional
efforts, it should draw them together to form an harmonious promotional strategy
which, in turn, needs to be brought together with product, price and channels
strategies, to finalize the actuzl marketing plan-strategy. As competitive
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pressures push enterprises towards morc sophisticated forms of marketing, promotion
of all kinds, carefully nlanned and ably executcd, has bhecome indispensable to

create or sustain the economic exmansion of industrial activities.

Organiging for Marketing Planning

Planning, dirccting and controllin,:

5

are the major componcnts of the management
function. These activities are effected through the organizagion, that is itself
subject to planning and control.

wWhat, then, can we say about organizing for marketing planning? %ho should
do the planning? At what management level? VWho should control operations
according to the plan?

Strategic marketing planning starts when the man in charge of the enterprise,
(preeident, general manager, managing director, owner) sets the planning wheels
in motion. He does 80 when he strivea to develop markets and to forecasi the
future of the onterprise’s progress rather than to merely react on a basis of
critical events.

The chief executive's contribution to marketing nlanning is mainly represented
by his cnthusiastic support. But he can do much mcre. He can set company=wide
objectives to guide marketing management; he can indicate wher: he wants the
enterprise to “e in the next three, five, ten years. He can make sure his bdest
marketing people do the planning, not delegating the job t» other nom sveciali sed
axecutives who lack expertise or analytical powere.

Marketing management must have both the responsibiiity and the authority
to formulating and implementing the strategic marketing plan, for several reasons.

Firet, marketing management should have confidence in the plan, if its is to
sucoeed. Second, marketing management has a general acquaintance with many aspects
and problems of marketing, and, most important, he has the power of judgment in
the market place.

Sometimes, management lacks of the technical skills needed in marketing
planning. But these can be obtained by using experts and consultants from oute—

side the company.

P
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Top management can learn a great deal from marketing planning. Training in
conceptual nroblems, testin,: assumntinrs against facts, intesrating many diverse
factors and looking beyond everydiys' buriness onerations is an important by-
oroduct of corporate planning.

Marketing management is in a unique nosicion wvo eontrel if operations conform
with the strategic planning. Ultimate control, »f course, is exercised by top
management, but marketing management should Year the responsibility ini have the
authority for achieving marketing targets.

In some enterprises, marketing planning is a function carried out by persons
with no responsibility for marketingz operations, but baving expertisc in planning.

No doubt there are merits in this decision. Our own judgement, however, is
that planning specialists should only assist marketing management in planning.

Marketing management, in preparing ite stratesic plan needs the co-operation
of executives from other functional areas of the company. Financial officers must
b3 consmulted aboui exnenditures and company resources. Marketing management must
also work closely with production manggeent on questions involving physical
capacity to meet sales potentials, and possibly on nroduct adaptatione Engineer=
ing and research people can offer invaluable assistance in rlanning products
characteristics.

Marketing management shall also seek the advice of those pecple for a second
reason. Anproval of the marketing plan by top management will commit all executives
of the company, in one way or another. They are more likely to accept their
commitments in a co-operative 8pirit wicn they feel a sense of participation in
the marketing planning process. “lanning activities also encourage matual
assistance and understanding among executivee in different departments because
then everyone can vimualige that the entire enterprimse is working in view of
common objectives.

In this case, organizational planning - like marketing planning - starts with
a consideration of the markets that the comnany nresently serves and expects to
serve in the future. The goal should be an organization that can exploit market
opportunities and that can conceive ani carry out the approved strategy.

The kinds of decisions that enter into rarketing planning help determining

the organizational structure ngeded to carry out the plaa.
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Karketing management shall Harticirate in all tro-level decisions concerning

nroduct develn-ment, canital investment anl c*ther vital natters that may have a
bearing on the success of marketin;; stratesy.

It takes a major ¢ffort to formulate, organize a® implement marketing
strategy, as it was dercribed.  Tut revards can b gr2at.  ~iven the full backing
of company leadershin, with the authority and resources 1o plan, execute and
control the marketing nrogramme, marketing management can develop market demand,
directly contributing to the progress of the enterprise, and indirectly of the

industrial sector and of the national ¢conomic environment.

gonglusicn

Marketing is "the strategy of the offar".(

1)

Markesting is, however, a rather
naglected area in the economic life of developing countries. It is manufacturing
and financing which occunier the attention in thosc economies.

Yet, marketing holds 2 key nosition in the 4ev:loping countries, as a
proveller »f economic development with particular emphasis on 1its ability to
promote much=needed managerial exrertise.

Marketing shall be, in fact, reardod s o osystematic management function,
indicating how to g about 1in a ~lanned anl nmurvoscful way to find, create and
develon demand, integrating and aatisfyings nceds, wants and preferences in relation
with the oconomic canacity °f a nr Jret 3ing soclety.

Marketing has ite focus >n the consumers or ueers and renresents, thus, the
process throu:h which economy intcirat s with rociety to serve human requirements.
Marketing occupies a eritical role in resnect to cconomic exnansion of the industrial
activities of develoning countrics, as a stimulator of economic development. It
is, however, the least actually develoned and most backward technology of the
aconomic system of the Third World,

The advancement of Markcting expertise is bound, above all, to contribute to

fullest utilization of whatever assets and nroductivity capacity an economy already

(1)

Definition by "rof. S. P Padnlecchia, adopted by the Suronean Ingtitues of
Marketing and by the International Federation of Management Associations.
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possesses. 1t mobilizes latent economic mntentials., It contributes to cnhance the
entrepreneurial function, through its >wn conco~tud and technological eff rt.

The essential aspect of an “underdeveloned" economy is the inability to orga-
nize economic ¢fforts to bring torvether resources, canacities and nceds, so ag to
convert a self-limitating economic system int - 2 creative, self-cnorating ono.

Marketing might, by its:1f, g> far toward changing th. cntire cconomic tone
of the actual national system, without any change in mcthods of »roduction, socio-
economic distribution of ponulation, or infraetructural schemes.

It would only make the producers canable of manufacturing marketable nroducts,
qualified by standards, ~tyle, nrices and svecificationa capable to expand
and =matisfy local demand, even if characterized by limited purchasing power.

Marketing is also the most easily nccessible "multiplier" of managers and
entrepreunecurs skills in an "underdeveloped" growth arca. And managers and entre-
preneurs expertise is the need of developing countrics. Economic de=
velopment, in fact, is not a force of natars, but the result of thc responsible
action of men, as managers or cntreprencurs.

In most developing countries, markets are rather small, %o maka it possidble
to organize distribution and promoticn in an approoriate manner. As a result,
without a marketing organization and an offcctive marketing strategy, many local=-
ly mamufactured products, for which there could be adequate demand, cannot be die-

trituted, or are produced and markcted onl - under mononnlistic or nprofitable
conditions,

A marketing system may, thus, servc as a co=cperative channel for promoting,

distributing and developing products >f small cnternriscs, raniing them the

conditions for survival and @x»ansion.
Marketing is, obviou~ly, not a cure-all. It is only a technolngy needed

particularly in developing countries nrecisely becauss it first looks at the
values and wante of people, and becau~e it helps developing management exportise

and skills.

The markcting management role goes beyond gutting the product >ff the factory
and sell it at most profitabls nrices to consumers. In an sconomy that is striving
to0 break the age-old bondage of underdevelopment, marketing is the catalyst for
the transmu ation of latent rescurces into actual resources, of desaires into ac—
coplishments and to develop responsible economic leaders and informed economic

citizens.









