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&lanaton notes

References to "dol.ars" indicate United States dollars, unless otherwise

stated,

The monetary unit in Yugoslavia is the dinar {Din), In December 1975 its
value in relation to the United States dollar was $1 = Din 17.00,

The following abbreviations are used in this —eport:
BiH Republic of Bosnia and Herzegovina

OOUR  Osncvna Organizacija Udruzenog Rada (A self-management unit of an
enterprise)

RO Radno Organizacija

The designations employed and the presentation of the material in this
publication do not imply the expression of any opinion whatsoever on the part
of the Secretariat of the United Nations concerning the legal status of any

country, territory, city or area or of its authorities, or concerning the
delimitation of its frontiers or boundaries.

Mentior of company names and commercial products does not imply endorse-
ment by the United Nations Industrial Development Organisation.




Chagtcr

I,

II.

I,
II1,
111,
Iv,
V.
Vi,
VIl

VIII,

CONTENTS

Page
SMRY........I................................................ r)
Im‘nom’mro".................................................... I{
FINDINGS......I................................................. 10

Organizationoooooooooooooooooooooooooo.oooooooooooooooooooooou "
Control and 1nf0mati0n.ooooooooooooloooo-oooloooooooooooooo.o "
Information and decision—making............................o.. 14

Management theories and decision-maKingseeessessssseccccsssees 15
mmTIO‘S................................................. 17

Co-operation with factoriefesssssssesscoccssscensscscsecsnsnes 17
Achievement of the project's marketing objectiveSceesssceccees 17
Market research............................................... 17
Design Centresieesssseseseocecesessenssssscsensscnccsscsconses 18
New products and product lineBiessssceseocssescncscasoccnncees 19
Pumniture exportBisecececcscecssccscccccecessssscecssocsnssans 20
Domestic retail BAleBesesssccsscscccccssencccssoccnceccssssses 20
Fairs PArticipationsesesesscessessessssecssocescnccnscscsnsans 23
Decision-making and Planningecececesccessesccscscscsccccesssee 24

Nture ImIm BBBiStmce...............I....................... 25

Annexes

Job e D T -
Project L P T
Seminars held between 2 October and 16 December 1975¢000s00000ee 32
Collection and use of market information on extemal tradesseees 33
Oollection and use of market information for designicccescencees 42
Opportunities for a bigger tumover in & ¥IPAD fumniture store,, 47
Narketing of national motif PUMitureseescceccsccsceoscscnccncss 52

Preliminary marketing conoept for glue-laminated timber......... 55




Table

Proposed time-table for UNIDO assistance to the marketing
department of the Deslm Centreooooooooooooooooooooooooooooooo

Figures

I. Schematic description of the SIPAD OrganizatioNeecececsessssccsse

II. §IPAD'S common Sel‘Vicesooooooooooooooooooooooooooooooooooooooo

12




""' - “ - - .'- ) - " - - - - -

SUMMARY

This 1s the second report by the market research expert assigned t., the
United Nations Development P'rogramme (UNDP) project for “Agsistance to the

Furniture and Joinery Industries and Establishment of a “entre in Sara jevo"

(DPAYUG /73/006). Basic information is contained in the first report (UNIDO ITD 230).

The conclusion drawn from examination of the Yugnslay gelf-management units
system in principle and in practice is that in th.. 436 of SIPAL  the integrated
wood-working industries curporation in the Republic of Bosnia and Herzegovina,
the planning and decision-making processes, although enjoying marked progress,
could still be improved, It is therefore only possible to present isolated
thougn mutually compatible proposals for the attainment of an sver-all marketing

strategy.

The first report outlined the type and structure »f a marketing organization
which, it was recommended, should be started early in 1976, The current
recommendations take into account §JPAD 'sorganization; they comprise Jdotailed
proposals for product planning, the introduction of new products and product
lines, more profitable export and domestic retail furniture sales, as wWel. ag
methods for decision-making and plannirg or a realisti: foundation fundamer.ta.

to all other activities,

Two working groups were formed in accordance with the locatl counterpart?s
wishes, one for export promotion, the other for participation in commercial
fairs, The expert acted as consultant to both, In addition a special programme
to develop a Yugoslav retail sales network was established, The papers prepared
by the expert for these working groups, with recommendations for future
activities in these fields, are included among the annexes to this report,

They adhere to the principles of a marketing concept consistent with the Yugoslav
self-management units system,

The recommendations deal furthermore with the scope for future assistance
in the fields of marketing, market research, commercial services, and furniture
products planning, as well as the appropriate approach by experts to the
situation where experienced counterpart personnel may not be numerous enough
to implement in the necessary depth the economic, particularly trading,
recommendations made,







INTRODUCTTON

Progect background

A progect o bopeate a0 antpe oat Sara)evo,  apita. o ths Repubii 8 By ig
and Hervemving (EHH), or bevelopment of the Comiture ad Joinery indastricos
wis submitted by the Jove rment o Yuposlavia and wrpron | by the United Nati oo,
Doevesopment Prosramn, (’T.‘JDP), with the United Navi o Tnfactria. Dove! ypmer,
Orrnization (UNTDO) vt ines ao th execubine aeerovg T prop o derant part ¢
the wocd=wirdine infuctricr o however ircbeprrac 0 S1UAL, a mmer:ia
orpeoration with service ani e largely correcp niine 4, thore which wou'd .
Appropriate ty uch o4 centre,  The plan £.r a4 ceparats contre was therefop
abandoned, the Projyoct Decument wag re—draftod, anl th.e oxpoopte acuigned ¢ )

progect now work direstly with Sipad perasonnel,

The expeort was in Sarajoevo from 11 Decombor 10710 4 10 March 197¢,  Tr.
ensulny report has been published under UNIDO 1L 33 . ldeas or proposals pu:

forward there have not been repeated. ‘The present rep rty wWwhich tollows on
his second visit from 2 ictober to 16 December 1977, should be ronsidered a

direct continuation of the first,

Work programme

In addition to the duties listed in the Job Desrription (annex I),
assistance was given, at the request of SIPADY g Deputy Director-General, in
werking out a promotion plan to double furmiture exports during 1376, expand
domestic retail sales, and establish a better preparatory system for participa-

tion in trade fairs,
Visits

The expert visited the Office Equipment Pair at Zagreb as well as the
School Equipment and the Furmiture FPairs at Belgrade, SIPAD takes part in all
three. He was accompanied by the organizations's market assistant, At the
FPurmmiture Fair an all-round survey was carried out to test consumers' purchasing

intentions and awareness of domestic furmiture suppliers, The survey was based

on a questionnaire drawn up by the expert, The results are not inclvded in this
report,




Vieits were alos paid in connexion with projects for new fumiture design to
the Varda, 'ma, and 4 Novert.r factories at respectively Vicegrad, Bosangka Krupa,
and Fihaé&, to the Jan) factory for prefabricated housing at Donji Vakuf, and to
the Konjic factory at Konjio which will be concerned with introduction of the
national motif fumiture, Discussions with representatives of these factories
covered all aspects of marketing inclusive of information policy, trade intelli-

gence, and sales gystems for domestic and export markets,
Ccllaboration
Saognooarion

The expert, after study of the reports by the fumitire design and
documentation experts, followed up their conclusions as well as circumstances
permitted, He alco worked closely with the expert in the design of prefabricated
wooden houses, He does not think that his findings and recommendations in any

way modify those of the other experts,

Horking groups, seminars, discussions

Working groups on export promotion and fairs participation were formed within
SIPAD, The expert acted as consultant, Two seminars were held on the collection
and use of market information in foreign trade and design and one on bigger
retail furniture turmover (annexes v-vI), The seminars were directed to the
rank—-and-file of the marketing department, A number of discussions took place
with SIPAD staff members and observation for one day each ot two export sections
at work, The expert tried to establish direct contact with every individual
relevant to the fulfilment of his tasks, although in this he was only partly

successful,

larketing accegtabilitx

Marketing, as a practical notion, is not as yet understood in Yugoslavia
because of the country*s deeply rooted system of production-based selling,
This finds additional encouragement in the manufacturing-oriented outlook. The
expert tried to attain full knowledge of the unique economic system, and he
has refrained from including recommendations whicn could not be implemented

under the terms of SIPAD'S internal organization,




Terminology
The termy "profit" and "profitability™ are v e ounderst od oor Lne e

of the Yugoslav self-management system?s expression £or o income, 1 hodak.

The latter represents net income out of which salaries, wages, socia, bepof
(like flats for workers), and capital depreciation are paid and Sther funds are

created, In the Yuguslav system no expression for "rrofit" in the Lapitalict,

e

[P

sense exists,




Te FINDINGS

Theoarketing conept, oroany anad ovene pholoc ophyy, o o wverye Hiffioult ot
e il inty an orpanication iine SIVAL where the whole ctaff cone entrates on
tre immediate task 2t hand and docisioonemaking,  perational sotivity, g well oas
commercial o responcibiiity are kept oapart and Jacs sufticient.y aophicticated
informati n ovstems,  Thus, the cxpert may bave vaced sore Sindings o 4.
restricted, and peorhape nedematoiy cbeorked, kowiedee, Tenera. princip oo

Wers oneritoedy nowerer, et Hocasaed Wite direer o Of tne cecti e e ermied,

Seoprevicus perrt ncted that tace U apeer baectives £or the marketings
Irpartment £ the Tentre for Development £ Ane Purniture and Joinery industriec,
cot up at Jarajev  in Sertemoer 1474 with CNDP/UNTDO sasictance, made it
iiffiouit 4 form any roal programme on o ite behalt,  The cituation detoriorated
further utftc the new Pro o0t D cument had beer lrattoed beeause the tasks A ro=
priate to market research services were acoigned to Osnovna Jrganicacija
Udruzenog Rada (OOUR) Premeta, SIVAD'S trading remnization, (OOUR is the
acronym for a self-management unit of an enterprise,) Under the new &1pAD
constitution the OOUR will be divided into a number of units with different
respensibilities and marketing arecas, though still all serving the same factori. .,
No organizational or staff decisions had been taken, however, by the date of the
expert's departure., The main counterpart was too senior and had too many other
duties t5 discuss day-to-day problems. The single market research otticer aseipried
to him was moreover not always available and in any case mainly interested in his

new position in SIPAD which would have nothing to do with market research,

The expert worked directly and fully with éli’AD. The project®s national
director was opposed to higo working more directly with the factories, or
production OOURs, which are $1pAD's most important constituents, even when this
was requested by them and evidenoe of their satisfaction at such direct contact
was forthcoming, The expert's primary recommendation in his first report had
been that the project and its details should be made clear to the factories which
would, in accordance with the law on self-management units, provide the lead for
initiatives to be introduced by the project, This was nevertheless not done nor
were the report's other recommendations implemented, Even market research schemes

agreed upon were not performed, rendering further planning on the basis of their

results impossible,
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The £ lowing analysic o Docal conditi o o MU ined Wity 4y Ao doatio),
o market g privcapies forma the pootuylate for thic pop pey,

sorecommendat, oy,

Organizat i,
The Yuposlav coltemanagement system ioopeoat LVely youne and hae b
‘hanged only recently (1‘)74), 5 that the practiog] offe. te

Md Lmmercial
enterprise like S1PAD are not your £l

¥ ciear, A new irgani vation £or 31VAD wace

accepted in principle in October 1975, nt the definitive fupet mal resuits wers

at the time only vaguerly known,  Bver wher the final form . f

Mmore or less known, the atyo g n o f

rganizat ion war

Personne wel Sther « pmepete lecicd v worp

sti1ll unknown,

SIPAD consists of a large number of o
geographically into 14 units

elf-managed factorioc grouped t gmotherp
calied Radna Organizacija (RO), Some common

gservices for the factories and for the ROs are incorporated in two ROs, wne for

research and development (IRC), another for trade (élf’AD—Kumt,l‘L).

The new Project
Document foresees that members of these two service

ROs shall torm the nucleus
of the Association of Interects, later to be established as a Centre for

Development of the Pumiture and Joinery Industries, and that any intercsted

factories may join, If however no factory outside S1PAD does join, the
Association may become Jjust another part of §qi

’AD and duplicate the existing
cystem. (See figure 1.)

As far as marketing is concerned, the factories should be linked to the

five self-management trading units inside RO SIPAD Komerc: the foreign trade,
domestic trade, contract business (ooUR Engineering), timber trading ( OOUR
Lukadrvo), and product Planning and promotion (

OOUR Design ‘entre) units,
(3ee figure IT,)

Control and information
M

Control over situation and results is based on information,
information is a subsidiary function of control,
system ultimate control lies with the workers,
OOURs, The question is what kind

ice,,

In the Yugoslav self-management
members of the manufacturing

of information they should receive, in what
form, and by what means, TIf reporting is based only on retrospective data,
to how a plan was fulfilled, they will not be

as
able to decide on future activities,
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OFFICE OF

THE DIRECTOR GENERAL

rRo S1PAD

KOMERC

TIMBER TRADING OOUR

CONTRACT BUSINESS OOUR

DOMESTIC TRADE OOUR

FOREICN TRADE OOUR

S1PAD

DESIGN CENTRE 00

-.-/ The BIPAD Design Centre is presently operating as a branch

of the foreign trade OOUR. It is planned to upgrade its status to

RO Z1PAD

IRC

WOOD TECHNOLOGY
INSTITUTE OOUR

FORESTRY INSTITUTE OOUR

SUMAPRO.JEKT OOUR

COMPUTER CENTRE OOUR

that of an independent OOUR within RO BIPAD Komerc.

Pigure II,  BIPAD*g common services




Lt oW b harg o n e Toneories that o coorets Wit Crisk e,
Dom v cmpetuto ot s s e Lt R A L R TIIT R T
CAL T ety s o,

At operati nas and naceT Tl v Lo oant et 1 mUct e b e nemar rTe
Har ot tenodnt ormats onoan e Lrreelevant to teedis e ot iy U muech factan)
fata andl t oo 1itt m vongtu. cntent, Intemal it mmatl oo choutd ot b impeLy
2 epate o7 annown erorts, but 4 reliable method of mraani atyoon whereby data

an be eoxchanged Lorlotally and the nserent beejoione chouid try b maximi oo
the Cver=ail o resulto, oot Just t o ocatiofy the stated target:, 0 oan rganization
62 51tADe Contrsl of loisses {ue b buginess not concluded .« vl be 1mproved and

cess wacts could veomade of materia.

Information and decig iun-making

There is an immense need for marketing information nut only for SII'AD's
fumiture and joinery business, but also for its over-all activities in order that the
various sectors shall develop harmoniously, As 3I1AD should be able more and
more to offer its own solutions <o the market, the information system should be
so arranged that market information can have an impact on decision-making,

It is however absolutely impossible to definc the scope of information without

having cleared up the decision-making process first,

Decision-making is based on information, intuition, theory and analysis,
Information also demarcates the limits of decision-making, internally and
extermally., Analysis of a situation is based on experience and theory,

It appeared to the expert during his stay that in some instances decision-making
was passed "up" and dictated "down" without either the information or the means
to implement the decision being available, For instance, the export divisions
of SIPAD are "responsible" for exports to certain areas, although they cannot
make the decisions necessary to fulfil this responsibility, The retail outlets
have no influemce over S1PAD advertising, and investment and production plans
are based on forecasts that are not systematic enough,

The decision-making process is the mcet crucial question SIPAD has to face,
In business there are no "tomorrow" Problems; and today's problems are Yesterday's
unused chances, It is typiocal that although in his first preli. nary report of
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W De-cember 1374 the expert poanted out the neod Hf addiviopa apital for

rturmiture saies n the domost . markat, solving this pro, o riy stirroed the

intereat of the Sipad mansgement 10 months later,  Ph.: wae th reagon for nis

recoammendation (UNID()/I'I‘D,/HO, Pre '/=1%) f th.y way.: * .oimprove retail turn-

vire Nome f thoge SUgEetione have yet boon implenopt. le

Mariagoenert thoorioe and doeg.s, Li=Iiae 247

Making deiciome o bact o, sntrmat oy, bt vy oardd the iy s thon

.
arc the furelamentas top and.yeice Tneide 810AL, whe nosb ouli o able with 1+

huge production capacity t sampete o domesti o oand £ orei market s, managemort
theories are not used  r o SAVINE P roniomse  Sympt amat - o i thee plan £
Jpening new domesti-c retail st g baced r the accumntion that saach cat o

gshouil be opened where competitors already have shopo wnd that iroreas. L vy
tota! sales area will arithmet | ‘ally increase naies t o, Thepe o no mathomats o
basis for this assumption, The whole problem shou.d b rrimari.y o oolvel oy
speration research,  With 27 fact pioes and a certain ar g ot g served, L magin
probiems are those of transport and irt>mediate gt ckp:ling,  This lead. + . 4
basic mathematical formuia whi :h OR speeiatiste at Saragove i sity ¢ o1l
solve,

The expert's particular speciality, market researe hy in badly neglected insii-

SI"AD, apparently because Lhere are no ways or individuals who could mak: any
use of it, However, as pointed out in the previous report (UNIDO/I’I‘D/}SO. Ppe 42-14),
an entarprise of BIPAD's size cannot operate on an ad hoc basis, but must depend

on long-range planning and forecasting, There is a specific planming department
inside SIPAD, but, as far as this expert understood its work, it is based on rough
economic growth-by-percentage ideals and the Utopian desire for working tc full
capacity, even though this does not correlate with education and training, office~
space needed, or other non~production factors, There should be a totally different
attitude towards forecasting, The existent one is not due to lack of facilities

or personnel, It appears to be simply part of BIPAD's tradition as a purely
timber-selling organization, Inside SIPAD there exist two research institutes

for forestry and wood technology. Yet their services, intermationally recognized

and used by outsiders, are not employed by $IPAD or its integrated factories,

Another ares of unused or misapplied capabilities is that of production
Planning. The result is that the new SIPAD factories are huge production units




wWihooloare suppoved t o tarn out ovaact Mlecersions of poacibiy rily 4 few |teme,

a0 WMever they chou i U mak ng furmiture, the idea of ther rroducing & million

Tl oor d hundred trousard o L mene ot 8L hair dees not aound real.atj,

S stment oae ol L e paged 1 My ommoroal Ldea P roseascch,
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Il RECOMMENDATIONS

So-uperation with factorice

The appoantment f a new nationas dircetor for the progect presents the
pportanity tor o a change of attitude towards the factories, Theee shoulid be
£oept o aearly and continuously informed about what the progect can ds to help them,
The dvcamentatin services gshould be gtarted immediately with the staff and
fa riivties already 1n hand, the BIIAD house Journial being uged for this purpose.
The factories tou should be encouraged tu present their views and wishes in regari
t the project, Tt is the factoriec who pay the national contribution towards 1t

and they shouid be ina pogition ¢, contml and guide its work,

The Project Document envisages an assembly and an exccutive comittee for
the Association of [nterests, These should be formed and convened as soon as

possible so that they can assume their responsibilities,

Achi evenent of the project's marketing objectives

The objective stated in the Project Document is to develop a planned

marketing approach for the industry, to form a market research service inside the
trading OOUR (now to be divided into five separate OOURs) of BIPAD, as well as

to carry ou: research and tests for forecasting and situation analyses (in the
first place on distribution) and to inform the factories accordingly, It cannot
be performed by a SIPAD-based unit if the project's general objectives are to
serve all Bill and Tugoslav industry because decisions taken by SIPAD staff will
not be accepted by outsiders, The only way to do this within the project frame-
work is %0 use outside consultants, o8, UNDPAMIDO expertis, to help the industry
and BIPAD treding OOURs t0 solve their apbeific problems. Such experts should be
enabled to co-operate with the design and production experts in the field, w#o0
that team-wurk by l"/l.'lm sxperis, together with counterpart experts inside

or outside BIPAD, cam achieve lasting results.

kst _research

The needs for market research for gmeral ond intemmal BIPAD use must be
discussed with the respective trading wmits of §IPAD and the project experts.
Ganeral research studies may well be justified Wy the need to leamn more ¢ out




oo Ve e it Baropean farmiture capacity which, it e th srethty, will b

rotiorabe w v demand v aftor the ol C e precent reecenei i, What 1

vt Xicotoare o ther Yugosiav forecagts for futare bmecotic demand or o ¢

wratooxtert e eman o can and Wil be osatictied by Dwmectic production,

Trore v o o iet o Domaek 0 socbers, ae ik coho 0 famitare and army o

Eoopata comprent, whitoh cculd be vapplied by BIVADYS cxintinges CoUilr el

E-oar e e e B b rectaurart oy but U Dacrs the rrespandinge
Lalioorrreliticne Proper numorieal lata shoull teopeolu ed and proegented

oot T el o that they carn adaot their apacity o L ong=term banio,

Ttheroareas Tor opescarch were propooed in the cxpert?s ocardierp report ('YNI'IX)‘/TTD,.-/‘ i)

D ig Centr

Propor product rlanning cnside the OOR e sigm Gentrey leve, introducing
riminal llac tr o ommercial production, 15 oone of the basic things needed to
promote octtor commercial pesulte for farmniturs production, This cannot be
acthi-ved by increasing statts. The more profeccionals employed by the Centre,
the more difficult, even impossible, would its creative task become, Among a uig
group of professiocnal designers any original, ie@s, individual, idea is killed
or forced to be born outside the collective, The Design Centre should therefore
have twy functions, PFirst, the routine delivery of blueprints with instructions
and of product devel pment, Secondly, a small but extremely skilled team of
designers should work with the designers in the factories and co-ordinate the
factory-based designs with other plans and existing products so as to achieve a
market—orientated IPAD product mix and create an over-ill §IPAD product image
based on the individual factory product images. In this respect the services
of the expert for graphic design foreseen by the Project Document should be used,

A sieady flow of relevant market information should pass from the trading
units and factories to the Design Centre, The latter should organize the proper

sifting and distribution inside Sipad of such information,

The Design Centre should, together with the 3IPAD trading units, have a

standing exhibition of new products so as to receive direct market reactions and

to influence customerz in the direction of better interior design (annex V).




Ty aciieve ynud resuits, particulariy when the Detigme loritpre g v sl
ac an OOUR and most ecpecially if (':untmry oo the cxpert®s viow owo oxnpesed g
INTDO,/ITD/ 330, po 1) responsibility for ommer-ia inturmat o and fairs
participation continues 3¢ part of thee WOTK LY, Lrorramma, Yo artree chag o G

in charge of an administrator or businescoan,  The principal desienorts talons

cshould be put into proper forus by his appoirtmnt as the Copntp¥e apet direct ,r,

New products and product (ines

Other experts have recommended the inclusion of nati na; mstit furmnitur
in current production, the Progject Document agress, and the Bxpert also bolioves
that the idea i basically sounds A propusal fur . particular factory to be
devoted to this purpose is examined in annex VII, It should however be careful y
noted that such an entry into the market involves a serious risk and success
depends on specially qualified workers and giving time to the project,

Production should therefore be started cautiousiy and on a cmall scale,

No market resecarch has been done on new decigns, as proposed in the rep:

by the expert in furmiture design (Assistance in Furmiturc Design, DP; ID/SER A/’
pe 13) except in the case of the office furmiture display by OOUR 4 Novembar at
the Belgrade Fumiture Fair, It would be advisable to study the market for
restaurant furniture, taking a complete collection of OOUR Una products,

OOUR Inzenjering (contract business) shonld be able ta give its views on comple-
menting the Una ceries with other articles needed for a deal, Products by OOUR
Varda should not be difficult to sell in Yugeslavia and abroad. What is needed

in its new (and too big) factory is a more realistic approach for the production
of & smaller series of any single product,

It is currently not possible to work out any realistic, systematic plan
for introducing new products into SJPAD’s fumiture range, The production OOURs
are all working on their own lines and do not collaborate enough with other:¥1pAD
factories. They are very suspicious of the central trading unit which at present
is in the process of dividing into four separate trading units plus one product
Planning unit, Consequently the conditions for establishment of an informational
network for over-all co-operation do not exist just now, The expert has worked
out two marketing plans, one for national motif furniture (annex VII), the other
for glue-laminated timber (annex VIII), a new factory proposed by the expert in
design of wooden houses, The ocharecteristic common to both +hese plans is the
slow start entailed because the products will be largely unfamiliar to their
potential oconsumers.




The ro nae vooon el ot Work out oany poan foroantroducing an o item onoa
Pl occaae ani o cimul tancosasiy on Htfferert markets,  Inoprevarling circumstances
the attitude of STHAD ta ot produce only products o ready--customer purposes,
Independsont product—p.oanning 18 non-existent, and bethre devel sping any such plan
the cxpert weould need to be assured of the distribution charnels?! absorption
capacities eni v ave more cafidence in the co—cperation of Sipad?s own o tail

2t oren,

Imalliti n t- gsiuc=iaminated timber production there has been digcussion abou
uter duora, ancther pretfabricated house series, stairs, steps, and toy manufactures
+5 be started incide SIFAD in the near future, All these plans should be checked
against market potentiality. The expert fears that such studies cannot be made by
anybody on SIVAL's exicting ctaff and that even the new, projected marketing
sepvice unit wii. not be able t» do theme It will mainly fall aus an additional
duty on UNIDO experts in tio ficld tu take marketing considerations ipto their

assessment of these proposaise

Furniture exports

The expert had as counterparts a group of export specialists, each responsi-
ble for a particular geographic area, who should have made a promotion plan for
1976 furniture exports with the aim of doubling turnover, The expert introduced
them to a simple form of grid-planning which covered the countries in
question and which listed some basic factors like population, imports, fumiture
imports, furniture imports from Yugoslavia, SIPAD furniture exports, SIPAD
distribution and promotion systems etc, The plans were not however finalized
during the expert's stay. It would seem that, instead of extending its very
limited financial means and endeavours to all markets, 3IPAD should sslect just
a few, potentially interesting areas and evolve short- and long-term plans for
them, Export sections should be better staffed in order to allow individuals to
concentrate more on specific aspects of their work. They should, along with their
responsibilities, be given proper opportunity to achieve results. Currently they
have only responsibility, but no decision-making or other authority.

The Western European i‘urnituro exports section should, because of style d;-

mands, be divided into two markets: (a) Austria, Benelux, Pederal Republic of
Germany, Scandinavia, and Switserland; (b) France, Italy, Portugal, Spain, United
Kingdom and others. EBach section should have a head responsible for contacts abroad
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and a deputy for contacts with factories, They should br reapongible f.r tf
planning and organization of sales in their territory and, for example, ue fpes
to travel whenever their duties requires The sectisne should moreover fneLurage,
even at the cost of free travel, their foreign customers to visit Sarajerv.,

This is done by other Yuguslav companies., Any burecaucratic hindrance t- asurh
promotional activities must therefore be within S1PAD and gshould be eliminated,
A show-room with new products must be available for ruch visits becauge trave!l

to factories 1n MiH is toon‘fichlt and time--onsumin- (see recommendation for

Degsipn ‘entre’.

A market study should be carried out in the most important Buropean expurt
countries, the Federal Republic of Germany, Holland, Sweden, and the United
Kiradom, as weil as in the United 3tates to find ways and opportunities tn
introduce BIPAD models and to ensure continuing business relations. With its

present methods SIPAD has to change production and customers at least overy
second year,

On all export markets, but especially in the United States, serious consideru-
tion should be given to the possibilities for making S_LPAD'S name known among
consumers, At the present stage SIEAD fumiture is sold anonymously and no
promotional activity can be directed towards increase of sales,

The assembly plant planned for erection on the German-Austrian border
should be started,

The sales organisation planned for Italy should undertake a study on the
feasibility of furniture trensport via Ploce/Dubrovnik to an Italian harbour
and outlets in the southern third of the country. The Italian orgmnisation
should also serve as an outpost for detecting tremds as regards the use of wood
for fumiture and other household goods, A close liiaison between the Design
Centre at Sarajevo and the sales organisation in Italy would be desirable,

The commitments in African markets should be carefully reconsidered in the
light of their own growing fumiture production. No medium or long-term produc-
tion should be planned for these mrkets,

In the Near and Niddle Bast better pProduct planning, adapted to local con-
ditions, is required, Before investing money in an office there, a feasibility
study, based on BIPAD's own prodwotion possibilities and priorities should be
ocarried out,




Wit and b whut o oxtent oexperty of tummiture, copecially

morenonoive ckoonation shousd e performed inmediately t.. find out

ty Jdistant markets

S v mito b Statoew, are over-all protiitable to ﬁl'gl\l). There shouid alsoe be
el e e Liabne statistics, showing how far BiADYs own clistribution channela

G i are o tter than tree distributers and apencivi, Another necessary and

“Uar ol culatiom, onowhich o each foreign industrial fair participation can be

Goeiqet, et ohow whetrner and o whit cxtent such papticipatiorg sro econcmi ey

Domesti. retail saled

A physical obstacie to selling more furniture on the home market 1o that
Broan- wned retail outlets seem to be filled with unsalecabie (unfashionable,
{0 ~tive et~,) pilecec of furniturcs These items should be immediately aleared
te A Large-scale sale Wwith striking discounts should be arrangeds As this

v mede authorization from the worzers? ocouncii, it sh a1l be sought at onces

Tho w.rcers' council should authorize the domestis trading unit to reduce
the sales price of any item which has been in a shop for more than 12 months,
Tr.c dis~ount should come out of the trading unit's prorits. Any item unsold
for mor- than 24 months should either be sold at an additional discount to come
out of the respective factory's profits or the factory must accept the return of
such an item at the original invoice value., Decisions on the time and size of
discount sales should be reached between shop managers and area managers.

For this reason each shop should have to report to area managers every half-year
about all stocks on hand that are 6, 12, 18, or 24 months old. The workers’
council should be informed annually row much trade was done under these fresh
conditions, what were the average losses, and.what factories were affected,
These should undergo closer scrutiny as to their product planning, quality

control, and packaging/transport.

Existing outlets should be carefully evaluated in respect of their profit,
sales per area, and sales per nead of staff., Uneconomic outlets with no growth
prospects should be closed, although only after careful study of other poseibili-
ties such as changing them into speciality shops (is€ey not selling a complete
SIPAD assortment). '

There are many other ways of improving a shop's sales and profitability.
The proposals here were discussed with some 25 retail outlet managers on the

o , | |
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During th. Planning ¢ new sutlets the ) Wirys Dot e sroui bt
into considerations

(a) ™he towns in whih the five cer'ril wiareh: se. Will 1€ 1o oited e
already been selectel., It May te acsumed that these warehouses 5.l At trie
start te supplied with a ror 'ete ~eie~tion from ali %A1 tartories. he out~
lets are however mi~h to> smy'! “or sichoa variety f mer ‘handice.  “he uin
should be to finl out which BliAl llne sellu in what part of Yaroslavia, v
faclory representatives iy not wrree, the arument 9. | e taciked With norer, o
lata of market research anl statictics, "herefore fron che very te-rinnir.-,
tory statistics will have to be nompiled at each central wirenoace;
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(b) Besides each fattet?s facusing on oa seloction of g 1 that tum - r
most quickly cvery out'et snould try to push new products;

(¢) These are decisions ts be made at a higher, o= rdinating Tove,
"Pushing" new items will call for contideratly more training of retail stat'fs,
something for which they are themselves already asking, The decision t. Pnoa
new outlet should be followed by one to train staff ¢, that such <hall b EAS T
able when, not after, a shup is opened

(d) The gize of a large retail outlet must not fad° below 4,000 m n-ot
sales area if all ¥1pap fumiture is to be on view, If such an outlef ia 4ian
to carry its uwn stocks, the over-all area should be a’ least 3,000 m*,

During the planning of such large shops it should also be borme in mind that
Yugoslavia has a relatively high passenger-car density which is still rapidiy
increasing, It will not take many years before consumers will be willing to
buy furniture in large, out-of-city stores wherc prices will be lower and
customers could take possession of the merchandise themselves, thus saving stil]
more costs, BIpAD should therefore keep an eye on such sites now,

The expert during his previous assignment presented a plan for opening new
shops. Such plans should be taken seriously because they aim at shortening
the initial stage in a new shop when sales are too low to meet overheads,

The more rapidly sales grow, the sooner profits can be anticipated.

Fairs participation

A "cheok-1ist" for fairs participation has been presented to the Desig
Centre, The expert has also tried to familiarize responsible people with ideas
of time planning and net planning which are essential tools for work where a
number of tasks must be completed by a fixed, non-negotiable date, There have
also been discussions about team-work, This is essential for any major faire

participation,




For such part: pat. L U minereialy, desim, conctruet s o, and promotionad
toar chould be formed we 2ioadvance, The one attompt mad, a4t sw b a team during
tre cxgertts ctay wae 4 Ooure inasmuch ag o its memters weore ot at ot produce
any tdeac in advano £ e cacsion by other memberc,  The main reacson ©.r faiiure
wags however the lack £ - goration by the factorice,  Beeaueo they neither
wnderst od the imp ortan - 0 carly information ar t what they would like t
present nor were abie t - -liaborate among themselve:, meaningfu. STUAD partioipa-
ton o uid net be arraned, T result was simul tarne us participation by the
vari as factoriss, ! 4 ooingie, coherent presentat. n, The ta - tories should be

mad e aware of the better commer-cial results that thev would achieve through such
4 1-int manifestation and that would make 1t easicr £.r the tuysr to familiarize

Limse f with the various offers, The factories must ieam to work together,
Decisjo

Decision-making is SIPADY: real Achilles heeis, The level for decisions is
much too high, i.e., all really meaningful decisions become jammed at the top
level, the workerw' counci and the office of the Director General, The info'ma-
tion system should be improved along with the decisiun-making process, Until it

ie, the expert cannot suggest any meaningful marketing information system,

The Planning Department of 3tpAD should carry out, and make use of, realistic
forecasting metheds, supplying the factories with the relevant informat: ... before
they make their plans. Production plans too should be based on production units,
Units like groups of fumiture or the square metre measurements of houses are
commercial units, but they are now used for factories as well., Mactory units are
like man-hour, machine-hour, or value-of-output units., In planning furniture
factories it should be noted that furmiture production should be capable of being
divided into several smaller production groups, They should not suggest saw-
mills, as the case is today: input through one door, homogeneous output through
another, The marketing of such production capacity is much too complicated and
requires “ar more sophisticated market knowledge ae well as a considerably higher
level of product planning,

When production capacity is large and rigid, its marketing needs produots
whioh can be s0ld in great quantities and over a long period, In fummiture
this would mean that no new, unproven models could be introduced, Therefore !IPAD
factories should allocate a part of their oapacity to smaller series ("0 - series")
to be tested in actual market conditions before acoepting a firm order from a

buyer,
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'n the field of marketiny management in seners]
ther assistance shou]

the expert teelsy that t .p-
d not be extended in the near fr1ture,

"he recently appoin-
ted directors should and must be able to solve SirAn'y oreanizational problemg

by actept a mope active mapk.t ing
rnough competent people are availat .. (aiu

by themselves, Readinesg DRt exiosts and

at Bara jove Uni'/ersi?y) to so.ve al

the detailed problems which wil] aritn,

In the field or market research gome Propisals have been made and it i

only for thege purpoges that outyide experticse may b neoedod, peovided that thepe

i8 first a definite decision tu do such resear:n,

In the field of exports UNIDO expertige should be

used by engaging the
servi .e3 of {wo market research experts t; study the

German, Dutch, British
the proposal that BIPAD should
The two experts should work

and United States markets in respect of
increasingly try to sell its own models,

with a S1pAD staff member detached under the project?

Their duty stations would’ be the major consuming cent
They would spend

s fel lowship programme,

res in these markets,

only two weeks in Sarajevo for discussions and ~xchanges of
views,

A relail sales expert should during 2-

3 months arriange training courses
on selling methodology, advertising,

and display, for 3TpPAp retaj] staffs,
In 1977,

after completion of the organizationa] changes,
marketing

an expert inp
information could be employed for 2 months. There should be an expert
to work out Proper commercia) feasibility studies and i
new production lines like Jjoinery,

wooden houses, house components (outer doors,
steps), and other items,

To complete the work done by the pProject in this field, a marketing expert
should be employed for 3 months to co-ordinate al} experts'

establish what is sti]) required from the moment
of Murniture and Joinery

Proposals and to
when the Centre for Development
Industries will be actually operating. This expert
should be an economist and have previous knowledge of the Yugoslav social-

economic mystem or be given time to acquire this knowledge. (A 2 or 3 montns:
assignment would be sufficient.)
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oL farmiture and in the desi,rn of upholstered farniture;

\\) [rosade =ie jrop o ced grapai. designer who shouid wigo immedia~
.y O0=or.inute work between the produ-ticn and sales. ie should wWork out
oorp orate tlentty prosramms on the bacig of work already done by
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Centre

Anncx |

JOB  DESCRIPTION

-~ -

ST TITLE
DURATION

DATE REQUIRED
DITY STATTON

PURPOSE OF
PROJRCT

DIUTTES

QUALIPICATIONS

LANGUAGE

L P turs and Joinery ;
"OE UG AT /006 h -0 g

Mirk ot Heccarch Bxpert (Fumiture o rv)

Thre. wmonthe, with posaibility x5t n s oarp

Sarag ey

Ty create 4 centre tor the development  f the furtiture and
Jinery industries at Sarajevo, This -ontre will cat.er for
theso industrial gsectors of the Reput of Bogrniia and
Hermegovina in particular,

The vxpert will be attachod to thee vt ro, Wi R g Logng
reated with UNDP/UNTDO assistance, wiil be respinaib,.
to tne centre's Director, and Will, ir. sllab.rati mn with 't
entre's Yugoslav stafl,plan and cturt the ativities Hf th
entre's mirketing department, and (s, act as project co-
'rliniatr for the other UNIP/UN[DO “Xpeerts assiened to th
pProgject during his assignment in th. .. 1. Specifically,
the expert will be expectoed

(3) To review the market research w.re and marketing tudi o
already prepared by ?‘,H'Ah, and their long-ramgs dove! ype-
ment plans;

(b) To propose a long-term work pian £ the contr s
marketing department ;

((‘.) To establish procedures and carrv o>ut market research
studies for both the domestic and foreign markets;

(d) To organize and conduct seminars .n marketing tor perconne
from the factories and retail outlcts in Yugoslavia;

(e) To recommend all future technical assistance to be
provided to the centre in the ficld of marketing;

(f) To co-ordinate and supervise the work of the other UNDP/
UNIDO experts in the field; and correspond with UNIDO
headquarters on all matters rclated to the project,

Economist or marketing specialist with considerable experience
in market research for consumer products in market economies,
Experience in the markcting of furniture desirable,

Bglish preferred, Prench acceptable; German an assot.
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PROJBCT PERSONNEL

!

utry o 4.ty

R Routam o marr ¢ rocear booxpe rt 1

i G aa, cat s sas. opr ot i ¢ g St

Atif Riovan vi by, market roooarch anciotarn February * -
Mlader. Pjaca, Deruty Di rectop-Genera!, §riarn

June * .
(mark ting)

Kasim Sarajiija, Dir-ctor, SIFAD (furn:tur: trade)

Danil. Ecimovic, BIVAD (retai: and donosti wholesa e
f'urmitur:)

Zdenko Praskac, Director, S51PAD (design and promotion)

Meetings were s held with persons dealing with planning, reta’ ) and

inatitutional sales of fumiture, and the :onstructlion industry as wel | 3

s
designers and representatives of factories,
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Annex III

SENINARS HELD BETWEEN ./ OCTOBER AND 16 DECFMBER 137%

14 November 1979: C . lection and use of market information in extemal trade,
Th.. paper read by the expert is repruduced in ammex IV, The heads of four

secgraphic export divisions and their assistants attended,

2] November 1975: Coliection and use of market information for design,

Th+ paper read by the expert is reproduced in annex V., Six furiture designers

attended,

2 December 1979: Opportunities for a bigger tumover in a 81pap fumiture
stores The paper read by the expert is reproduced in annex VI, About 25
managers of fumiture retai ~utlets attended. Minutes of the discussions

were prepared by Mr. Ecimovic.

Three— to four-hour meetings on export promotion were held with the heads

of area export sections, The planning grid-aystem was discussed.

Ft




Annex 1V

COLLECTIUN AND USE OF MARKET INPORMATION IN EXTERNAL TRADE

(This paper was drafted as a basis for the preparation of a detaiied
proposal for a market informmation system inside v AD. A discussion on thig

topic was held on 14 November 1975,)

Introduction

In many ways trading with foreign countries is more difficult than doing
business at home, Long distances, different languages, tastes and habits -~ all
such things are but a part of the difficulty, Another concerns ourselves,

Is our cost analysis exact enough to give us the data necessary to fix an export
price? Can we manufacture articles to appeal to the foreign end-user? Do we
possess the capacity to compete successfully abrcad? One facet of our capacity

is the way we try to learn more about the foreign market and to put the knowledge
to our own use,

The technical word for this process is to make the market "t ransparent",
enabling us to see what is happening there and why and to forecast its future
shape, whether with or without our participation, Speaking of such a normal
consumer article as furmniture, we must never forget that practically no one
would mizs our entry in the market, that every consumer want can be met even
without us; on the contrary there are numerous people who would very much like
us to stay away. Transparency of the market affords us the opportunityto pre-
dict with scientific acouracy what our chances will be and help us to decide
whether to enter at all and, if Yyes, how we must proceed.

0 tion

We can divide foreign market information into three categories, basic,
tesporery, and surprise. Basic information is used for our day-to-day work,
and we hardly even notice that it is information, Temporary information comes
svery once in a while, as when a purchaser wants us to offer him something,
Surprise information is different because it comprises new or swiftly passing
opportunities for quiok decision-makers., I make this division into three
categories on the basis of aveilability, Basic information is gonerally known
and used by most of our competitors; the second oategory is available only to
& limited nuaber of prodwcers (and we should know to whom); in the
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Inovasi oo mat. o we boave £enera. cnow. elge o the market btained .
Prougtocur pers gl contacts (Like visits and representatves? reportc),
Slatiatics, tne pabt.isiod reports of our ~ompetitors, and customers, In this .

CALUL TY W dis o nave 'ne majority of misintormation in the shape of' misunder-
staniinss and unverified Assumptions which can lead us astray. We should .
. therefore constantly check and re-check this btasic knowl edre, A typical
tase 15 contact with a representative, Having once accepted him, we arg .
tempiei to believe tha! a.. will remain well and to torset to make routine
annual -~hecks on his tinancial ani competitive position., We should also .
iputt the hunired per ent accuracy of representatives' marke. reports be-
A
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calse they moust protably pre-screen the xnformatmn, even 1f only for the

fully acreptable reason of not botherin,s us with too many details and also

S:othat their own urse will 1ok Justifi.d,

Market surveys

Every now and again, especially when opening new markets, we should make
use of a market survey in which all the basic details are presented, especially
those which diff~r from our previous experience, Different dii_stribution channels,
pricing systems, promotion methods, as well as the state of c.o.*npetition should
be noted, even if we propose to operate on a small scale, and certainly when we

aim at larger and continuing business deals, A complete market survey should
include:

(a) Definition of the market (area, personalities etc,);
(b) Government regulations on imports from our country;
(c) Other institutional factors;

(d) Competition, including import statistics;




(o) Sompetiton me thodus

()  Demand, 1 iding £orecacts and possivo, 1S SEE ST

(#) Distrivuy. o, methodag
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(1) Pricing, with icar detinit, o n. o MaPK =i ‘s

L J) Postibi ro smmendat 1t e

Juch surveys are Feneraily availabi. far oy py canitree THe e e oy
oantormation the re are our businesc associates and lip mati o ooar commerial

reprecentatives abroad,  In Scandinavia fumiture cxporters have mope oy
pooled their resources s) that such basi o studj e 21 nurernis <ountries are
avallable, reducing the pri-e of each to alaut Tin 3 to Dip 1," "¢ "nosome
developed countries certain tusiness marazines, as well as bankc and forward-

lry” afents, publish such reports.

One word of waming, Marke* surveys tell us orir what ather peopic thouaght
some time, usually tw> to three vears aguy o the subi- ~t 50 competition and mouds
in the markect, Purthemore the 22owledge is general, If, “or ~xample, our
report shows that all shops are full of a certain product, it does net mear
that this demand excludegs any other, but that last v ar shopkecpers thought
that thics was what they could sel1 today, Most probaily the manufa~*urerc and
shopkeepers are now busy identifying, desiming, and pr-ducing new products €or
tomorrow, If the survey shows that all shops are ceiling varticular products,
it alco tells us that in the near future their pricec will fall when new

producers come forward and new production methods have been developed,

If we are to carry out our own market survey, we should begin by looking
for the real reason for performing such a task, 1Is it only for general use, like

a preliminary study leading to a more sophisticated one later? Do our planners

have in mind the construction of a new factory, or enlarging the production capacity

of an old one? Are they looking for new markets for an existing product or
searching for quick and new opportunities to diepose of articles already
produced and in stook? Having the answers to these questions, we may come to
the conclusion that no market survey is needed in the broad sense described
previously, but that the solution may be found by merely asking somebody the
right question or questions. Suoh "somebodies" are more common than one would
think: a business friend, a goverrment agency, a United Nations'! organization
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Like UNIDO, v the UNCTAD/GATT Intemational Trade Centre in Geneva, ote,
The most expensive case iz where we must ask the consumrrs, that ia, we have to

“nduct a consumer survey,

A market survey consists of two stages, preliminary desk research, with
pussibly ficld research, and the work of putting the facts into presentable
forme¢ The jatter is the more difficult and cannot be done by just anybody,
Commercial research should be viewed and executed as a creative job, with
that of an engineer or desigmner. It falls naturally 1nto two parts, with
some people collecting and preparing the data and others studying 1t. This
entalls very close collaboration between the two &Troups 1in planning the
Jobe  The researcher should superintend the course ,f the work for the time of
its duration so that the da'a revealed can immediately result in either further

investigation into certain phenomena or the abandonment of provious plans,

At any rate, whenever a market survey is started and the justification for
it has been established, a sound plan should be made together with a list of
the obstacles to our reaching a decision without the survey for which a solu-
tion is sought, After that the market should be defined, Never forget that
the market is a group of people, not a geogrephical area, Then answer this
question: Are we looking at the situation at the present tine or do we need to
have a picture of the market at a later stage? In this case, how much later?
The future will be different, depending on our own plans. Our decisions can

change its shape.

Produciy new data

The moat searching questions cannot be answered by possessing a collection
of existing data because the statistics will be old and too general for our
purposes, The rest of the information may be similarly unsuitable for precise
decisions, Presh data mset be compiled, When the need is to find out where
and what should be 8old, and under what conditions, the simplest way is to ask
the buyers to supply this information, If there are only a few buyers, like
when we gell pulp, they can be questioned relatively easily, If however we
want to lnow the future buying intentions of the gmeral public, as when we
wish to sell it certain types of fumiture but without knowing its taste in
upholstery, asking becomes more complioated, Not because there are so many

B - w09 y



people we should talk toe that jo something we an o jve with Lime and moricy,
The compiicationg arige when we ger that people do not know themselves what they
would like to buys Gonfronted with a new, uncxpected question, people tend ity
to atick to the familiar .r to try and give an answer which shows them ac beire

cleverer and more up-to-date than in reality, That is

why questions, when
carrying ut a

larger-geais investigation among ornoume ris, must be carefully
prepared and thought out, They must be capable of being understood in oniy 1

way and they must aiways be agked in the same way, cvern wi

ten there is more thar
me interrogator,

The scicction of persons questioned - bec

ausec we cannot ask
everybody - can ve principally made in two way:,

by the "omnibus” method and oy
pre=selection of the respondents (the "sample")s  In the omnibus method we ask
people at random, questioring a certain number of persons in the street, and the.r

Views are gsupposed to represent those of the populaticn as a whole, Of courge

we would not ask blind persons about o
of children,

olours or the furﬂiturn—buying intentiong

We can also include check-questions, ke age and 1ncome, s. ac

to see how far our sample is representative of the population as a whole, In

any case, the omnibus method can be carried out with relatively small prepara-

tions (ises, less money and time nceded), but on the nthe

r hand we do have to
ask more people to obtain a general

picture of the population's views,

The pre-selected sample, like the Gallup poll method, sclects the

respondents according to their status, age etc., and thus can indicate the

over-all view of the entire population by means of a smaller sample, Such

research can therefore only bte carried out in countries where classified lists

of the population are avai lable, and they are done by specialized agencies.

In addition to the interviews

- omnibus or Jallup type - the researcher shoulad

make good use of ordinary observation, walking up and down streets or at a fair,

When drewing conclusions from data obtained by this method, he must however
remember that they are based on his own subjectj

ve impressions, In general any
research

should include detailed explanation of methods used and include the
basic data on which the conclusions are drawn,

Forecasting

The second, and more important,

class of data-compilation is forecasting
how the market will dovelop,

There are more soientific ways, including

futurology, than fortune~telling with orystal-balls and taroc cards, The
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TLaur oy reprecent oa trend Wh o oan e continued and thus F£lve Jds nume ri o4, lata
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A quite usefui device for forecasting commercial cohaviour fo fo SERHAREIAS 2
cie "icader" for the areca investigat ~dy like Sweden ic for Finland or the
“rnited States 1g for Sweden, and then to assume tha' the presont cituation in
“e "leader" country will be the tfuture situation .o the "0 wer™,

[T the time-lapse is large enough, we may use this ac our commer-ia. guite,

There i a cpecifi form of qestionnaire t nand out for furniture, used
froquently in many dovel ped countries, and that 1o wnow!. lpe ot how the publi
intends to spend its moneys §-ople are asked annual .y how they would aae an
sxtra month's income, Changes and trends in the replios can indl cate cortain
future developments in the consumption pattem. At *he Relgrade PFair, we pro-
pose to ask some ;00 vieit.r: such questions, espoertially as regards furniture

rurchases,

Finally T must touch on that most unscientific method of prediction,
intuition, There has been scientific research on the capacity of good business-
men to forecast developments ani it seems to have been proved that success in
business is otten accompanied by this kind of mystic power, This capacity does
not however make someone a good businessman, If forecasting trends and opportu-—
nities were to be eliminated from market reszarch, only big firms could survive,
Really great commercial successes are often, though, achieved without such
previous warning and only by using some inner intuition and having the courage
to take the risk,

S estions for

Research and information are only useful if and when they are used,
This platitude is very relevant to conditions in SiPADe. The remark frequently
made to me is that you have no. time for following "academic side tracks" awy
from the bread-and-butter work based on everyday needs. Information however &ives
you the tools for working and you cannot tell me that today's worker should do
without the most modern equipment he can lay his hands on. The lack of time
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U forcign importers urings you eag money than aelling your own ideas, rompd-
lesg of' the higher costs needed for th. planning and promotin Hf guech sales,
The tacts wanted for your infoarmation system should therefora b rinnt e
toward: the goa] your oltaining a mop advantagenyn postition when e

tronting forej £ markoets,

Selection of targot s

The first suggestion i that you should limit your ~fforts to fower
“xport markets than You are at present dealing with, Because of the lack of
sufficient personn:) both in the sales unite and in service units |ike design
and promotion, thais Buggestion 1s logical., Increases in staff are not lixkely
and will anytrow require far toe much time I you take into account the minimum

training perind of one to two years even for vasic schouling in marketing,

Resgonsi bilitx

After selection of your main foreign markets, which I think should include
neighbouring countries, central and eastern Burupe, the German Democratic Republic,
Poland, the Soviet Union, the United Kingdom, the United States, and the Near
and Middle East, suitable individuals should be made responsible forp collecting
informat.on on these areas. This presupposes capacity to read the languages of
these areas because one of the main sources of information is their magtzines'
and newspapers, Such Publications should be subscribed to and read - not just
received, 1 am not advocating that one of You should sit the whole day reading
only Die Welt or Pravda, There are other papers which give you enough informa-

tion on current affairs in the field that interests You in these countries,

T deliberately avoid the word "fumiture" because you also have other spheres
of interest -~ you are entering new areas 1ike prefabricated houses and other
lines belonging to the construction industry which should now receive the full
attention of your cxport sections, In the new foreign trade OOUR this kind of
market information pool should be easier to achieve perhaps than today,
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Research

After this basic organization (no-inltinc staff), a comprehensive study
of your company's position in each of the main markets should be carried out
by objective outsiders, not by your representatives, A parallel study of future
trends in these markets should also be performed, The results of these two
sets of information should give you guidelines for your further work,

We have already prepared some suggestions for normal questionnaires, TIhe
uniform setting out of the questions will give you comparable information from
all sources,as that which comes from represmtatives and from reports of your om
staff upon completion of & bucinees trip or a visit to a fair, Unifomm
questions are also useful in that people do not then forget to observe certain
things, In addition to the person appointed in a country, such reports must
also go to appropriate senior staff members, If later a market research section
should be established (which to me seems a very urgent need), it should aleo be
included in the distribution but I would not even then let the responsibility fo
compiling this type of information and setting up this kind of an organization
8lip out of the hands of the export sections,

Informatiop "club®

I would also add a new form of information distribution, As exports will
most probably grow and staff will be increased, there should be a horisontal
passing of information between the area sections and managers responsible
for furniture asd other produots. Am "export club" could be organised,

e, 8., oompulsory attendance at a oo—ordimation event twioe a year with a joint
meal, at which friendly personal relationships can be established leading to
ocontimious oo-opar-.tion.

Conclusjon

All the foregoing oam be achieved without changing your working habits too
much, There are however two points where suwoh changes are necessary, As I

said earlier, information is only good if wsed, Por quick resmlts (to deal
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with the third type of information - BUrprises) your der‘:ieiun-m&king must become
streamlined by better delegation of authority and by 'incrunirg your staff with
Some export assistants. The seocond point is the poor co-ordination with and
between the factories, They should receive more information about the present
state of markets and future trands so that they can Jdevelop alertness and become
more flexible in their production plane, Also the new BIrap constitution pro-

vides good momentum for this and now is the appropriate time to do it,

The tools of information must be put into proper and capable hands.

Information is the tool for decisions, Without decisjons you will always suffer

surprises because the problems of today are nothing but the unrealized opportunij-
ties of yesterday,




Anniex

SOLLECTION AND HISE OF MARKET INFORMATION WOR DESIGN

(THig papes was tratted as o summary of ideas for better “ollaborat ion

Fotweon *Fe 3irad Oesimm Centreoand the trading 00MRs, A discuassion on thi:

\

Coqt we Bl 0 Nowomber 1)

Jesiom i tivided into two partss  the invention of new eslsmoand the
irproverent of oxistineg ones,  Both are cgqually important to industry. We also
salk atont pradrt planning and product development an well as product desism

and prod st abelange.

Doaiomotnw o o oeal cftber aplle ik knowoiedee 8 mats rialae, creono-
Cewics Jxwenie e beaian dime agiong), krowle b ettt gre and streas,
< atan iards, rasbion, the arts, and nark.t intormation, Commercial design
alwave aims at 2al--ble products, to work Tor lares iniast rial producors like

Sipad, ant to arkicve large sales in various markets.

Mark«t ie 2 sroup of people, not a specific area, tutoag moat peaple living
in an area as4al v have similar ha.its (espieially cecause of laws, language,

distribution gysteme ftig ), marke i3 sometimes used alceo with that meaning.

Ma:re. intormation coasists of various types of knowledsce, but can be di-
viied into two mairn categoriess knowledge ot past as well as presemi factors
and forecasting. The first tells us what producers thought somc time ago and
how the market has reacted to their conclusionsj the second tries to predict
what will happen without our decision and/or what will be the outcome of our
decision. It is very important to note that knowing all the goods available
to consumers (that is one of the most usual results of a market study) does not
mean that we know that that is what everybody wants. It tells us only what
manufacturers and retailers thought some time ago - the manufacturers between
one and three years ago, the retailers some Bix to twelve months ago - what it

was that the public wanted.

The most ususl market information used in 8IpADp is the request of a purcha-
ser for an article which he would like to buy. He is in fact already buying this
article somewhere else, but he would like to have it cheaper from §IPAD. If price
and quality can be agreed upon, he is ready to buy a certain quantity. In prepar-
img such an offer, nearly no design information is used, only construction and we~




teriala knovledee an owell ai productinn technolosy and prace ey, “iiationo. On
©1 the usual methodn of entries by 8IPAD into amarket 1o ot Gfvep mope “heanly
gomething whith overyone seems Yo he bavine, The et as that it dnon not
CArn enowh money  from furniture by CXpOrtsyoin some o0 Lt oo shops 1t cvrn
Ioses money, and brople who would like to buy somethinge new 1o rot conglder

‘EH’AD ag the first place 1o o tooask for guch toings,
That is what worries me and whv I have heen asked to come peps,

Talking about market information to be uged for dosimine SI{’AD-n\;uif‘ fiur-
niture, T would Suggest that you complete ihe following liat where T have noted
some information that T think would be usefuyls

(a) Domestic habits of the market , g@ize of houSns/f‘lats, number of pooms,
ages of people living there, activitics carried out at home, usc of the various
rooms, how often people move;

(b) Interior styles, quality of furnishings, prices:

() Pinancial regources for purchase of furniture;
(d) Place, time and method of purchase;

(e) Market and taste trends (does the market have a leader in taste, like
the Swiss foliowing the French, or does middle income class follow the upper
class?);

(f) Existing standards (official and wnofficial) and other requirements,
measurements like meating heights, number of people normally at a dining-table,
standard bed-sizes, normal sigze and quantity of kitchen- and table-ware to be
8tored etc.

In addition the state of competition should be known - what is being offered,

under what conditions and to whom.

Now take a look at the purchaser. Why does he uy things? First of all,
he buys because he is in a position to do so. The article is there, he is
there, the money or credit is there, and he thinks that this article will be
of higher value to him than his money. He cannot eat money even if he is hungry.
That is why he exchanges it for a loaf even if he then has no meney left and
must walk home instead of using the streetccr. Mant's basic needs are to satisfy
hunger and thirst, for shelter and clothing, to procreate, to enjoy security
and status. With a rising standard of living all these needs will receive dif-
ferent emphasis, Por furniture there is no other absolute basic need than to
satisfy status, (You should also note that the market for furniture does not
need 81PAD at all. The need for furniture, even in Yugoslavia, would be met
without diffioulties if B1pAD were to decide not to produce any more furniture.)




e second reason Vo Ly 18 thal o read or imaeclto 3 o ode The thiiot
wousda. .y that of Yao ity the buyver doed not neod to mMake o Gl ot apt b
voulre n1s purchases Fatiine ail this down as a "mathemat coal®™ Cormmoaa, ot

LORS LiKe thiise

tanction M

Vaiae v - foadditional values + resale value
priee F
Function 18 the real valie of an article and can be chabi,~d b, ‘¢ hnlea.
moans.
Price is partly based on real (production) tacts, partly on the ompetitive

situation. BSome articles will always be bought, whether they are cheap or ox-
pensive. A consumer will also, for instance, fanc, a discount to be bigger than
it is in rea'lty, meaning that to a consumer 100 Din lese 10% seeme ~heaper than
40 Dine. Furthermore thre price sets practicad limits below which the consume:r
will not be able to buy an article, even if he were satisfied by its function.

Price too can be manipulated through credit, hire-purchase, or other arrangements.

Additional values consist of additional functions (like a caravan to re-
place a room, even if its real function is to transport), qualities(like design-
appeal, goodwill, or presiige),subjective attitudes(like acceptance of the sales
talk, fashion, diffizulty in purchasing etc.),and objective values(like service
and maintenance). All these are essential parts of the marketing mixture and
can already be taken into consideration at the product planning stage. The sum
of all additional values will be positive or negative.

Re-sale value is outstanding where cars and articles of artistic merit are
concerned, but it can apply to many other items as well. The consumer can be
lured into buying a new article if we accept an old ome in partial paywent or
arrange to dispose of it for him. The consumer also bears in mind the facility
with which he can get rid of an article after he has satisfied his need, i,.e.,
made use of its funotion., Therefore this factor oan also be positive or negative,

When we are "marketing® an article, we must take into consideration all
these faciors and try to equate our article's value against that of competing
articles and agminst all other opportunities the consumer has for dispoaing
of his purchasing power.

When we use thig kind of formula in the came of design, we cheerve that
there are several different aspects to which beth techaiosl dosign and styling
may cater,
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| alwaye sayv that narketing in a creative ood diaciplinary jobe [ alu.
know that prac-tically the only professions with d¢ liberate training in creat 1y
talent are those of the designer and Lhe architest, That is why [ am a strong
advocate of olose collaboration between the dernigner and the marketer, that is,
Yor cloge team—work to achieve good results. 1t both these professionals cowid
te combined Lnooone and the pame peraon, it would be adeai. We can pet very roear

tooat by teachiinge the tndamentals of Leam—work o bty

Team-work has two preregquisites, a common profegsional language and a cor-
monly accepted yroal.  We can however golve our manufacturing and money-earnir;:
problems without suech 4 team if either the markel.r giveg apecific details of
ari article to the designer, who i8 to follow certain rules and should not try
te add much, or the designer invents something and 1t becomes the duty of the
marketer to find a market and a way whereby this design will yield commercia:
regulta, Neither of these solutions however corresponds tu the easence of
rarketing tecause "markcting is the st rategy of the offer, translating actua!l
or potential demand into effective purchase of goods or services in accordanc:
with the objectives and expectations of both the producer and the consumer (the

user)®,

A basic thing in team-work approach ic mutual respect among team members
arising from a common language and mutually proved professional capacity. When
designers and salesmen work together, too much suspicion and too much self-
empasis are common, Both rerties should, at the outset, realize this as a
fact and during the job try to make friends with their opposite numbers. And
both parties should never forget their duty to work on behalf of a company whos-
aim is to make money.

I shall now make one suggestion which I think could resolve many of the
problems I have incountered at Sarejevo. B1PAD should establish a proper Design
Centre, an exhibition of the newest designs in furniture, joinery amd other
products like prefabriocated houses. This exhibition should serve both sales
promotion and research needs. It should be jointly managed by the Rrpa) trading
00URs and the product planning OOUR. It should be able to sell articles, but
it should not keep in stock old items even though inforwmation for comsumers on
the whole of rpap's production mst be aveilable (and for sale im other SIPAD
shops). The eshibition would meet the wishes of production OOURs who are dis-
appeinted Wy the poor displey of their mew products in old-fashioned shops.
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wild gorve the foreim trade 0OUR by providing a suitable chow~ and meeting-
Dlace for foreism baverse It could educate the man in the gtreet, showing him
something ©or ®1pAD to be proud of, And it would give immediat. teed-back and
information 1o the desigmers and the factories about new articles and new ideas.

There ig reom for auck an exhibition. Money should net be a major obstacle.




Annex VI

v
OPPORTUNITIES FOR A BIGGER TURNOVER IN A SIPAD FUIRNLIIVKE LTORE

(Tis paper was drafted by the expert to ooy an tr. rarie e oa lige s on

which took place on 2 Decomber 1975,)

About half of today's sales of §rpAp furniture is rale throagh its own
retail stores in Yugoslavia. Because of the large and wiie rangq of output by
the factories, these shops are nefither bipy nor namerous cnouphe A declsion has
been taken to increage the sal g area by come 10,000 m:) b/ 9% (this represont .
a 200 per cent incrnasn) and the storage area by anme 20,000 r'"’. This expansion
it  however a very ecxpensive investment and can prove profitable only 1€ zales

can grow considerably without a corresponding increase in costs,

The main thing in selling is the merchandise, like new, good quality {ur-
niture, but this aspect is not to be discussed on this occasion. Thuere are
other opportunities such as more rapid turnover, better organization, and par-
ticularly staff training. Today's discussion has for its theme bigger sal-s i

the existing sales area, for 8IPAD in general and for each store individually.

wWhy people buy - and what

If we knew why people buy in BIPAD storeg we could increase this gide of
our activity. And if we knew what they buy, we could increase our supply of
these things. There has not yet been any real research why people buy at S1PAD
stores though such a study should be made. We must therefore only assume,
based on earlier knowledge, that people buy becauset

(a) The goods meet their demand;

(b) The terms of delivery (time, price, credit etc.) are acceptable;
(c) They like the store or it is near or the sales staff is nice;

(d) The sales staff is hard-working;

(e) The sales staff is technically qualified;

(f) The buyer does not know anybody else;

(g) Sipad’'s advertising, and mso on.

This list has not been made in any logical order. We know however that
people behave very irrstionally and that their behaviour can be influenced by
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ua and by others. Were people oniy to act on a rational, economic basig, they
would see all the furniture on the market and make their decision based on the
cacts collected and pondered by themselves, without the sales staff having much

influence.

At the last Belsrade Furniture PFair we started a gstudy on visitors' buying
intentiona. Already now we know that people bwy furniture for many purposes,
A good salesman should be able to 3ell the idea of a varisty of purposes just
as keenly as he knows eversthing about the furniture he ig offering to meet

those purposes.

New customers
New customers are Tuch more important to every furniture store than new
premises or bigger display windows. They can be mainly found by paying atten-
tion to marginal customers, i.e., people who came to a 3IPAD shop but did not
buy or only bought after long hesitation and were perhaps lured by the credit
facilities. Such customers may be defined as follows:
(a) Those who never buy SIPAD because they think it is not good;

(b) Those who think that they get better service elsewhere, including
Petter credit facilities etc.;

(c) Tose who have had bad experienoes with JIPAD and will not buyj
(d) Those who were not served well enough;

(e) Those who need no furniture;

(f) Tose who have no money.

It would be of benefit if we could establish an average picture of clients'
age, sex, affluence, schooling, marital status, reasons for buying. It would
give us more precise information on marginal customers and, knowing what they
are like, we could then direct our efforts more yrecisely towards thenm.

New mell meth

Display is one of the most effective -~ and cheapest - ways to attract
affluent and better educated purchasers. Im this respect the §IPAD stores at
Sarajeve fall clearly behind those of Slovemiales amd Treska.

Mvertising is a more costly and indirect way to sell, but, for example,
the ad-film of Treska is very effective and relatiwvely cheap to produce. To
reach a lower olass SIPAD should considsr newspapers (including editorial storie:
and perhaps television. Nagasines like Sad Dom are also important for reaching
afflusat people.
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The best medium is, and will always be, word of mouth; th. supggeation by
a neighbour, relative or oven unknown person., This medium ran v¢ reached via
public relations and consumer satisfaction, toth takings r [ativ: ioanngy b

vield resaults.

Pub'ic relations in this connexion ig understood ag 1oainge information
which leads the consumer to a better understanding of our activitice., Tt in-
creages his knowledge and his reliance on our products, our shops, our sales
staff. Public relations wust always be based on 1 ruth, nol on exagperation,

It can and must be guided by our objectives,

Consumer satisfaction helps as a vaeis tor the word-of-mouth method and
for creating a faithTul clientele. The satisfaction will be based on two fac-
tors, merchandise and service. Quality control seems to be a totally ignored
factor within SIPAD. It will be dealt with separately elsewherc, but it must
be noted here. Poor quality can partly be offset by discounts, but, as this
affects profitability, it should be used very sparingly. Discounts have a

habit of growing, remaining, and becoming a gecneral rule.

Service is somewhat different. Direct service by the sales staff, infor-
mation about goods (their quality and technical details), sales literature,
cleaning and other maintenance information, enough background material (on
SIPAD, where the wood comes from, who designs and who makes the chaii etc.)
are all essential and relatively cheap service factors. Transport to the home, in--
stallations, and interior planning services are more expensive. Neverthelesgs,
the transport of wall-units to a buyer's home (inside, not to the door) and
installation, for example, are very important and much neglected factors. Is
it fair to, and good for, "consumer satisfaction" if a wall-unit is left in
front of the house in rain or esnow or the drivers ask extra for carrying it
up? Any shop offering a real service, even if it charges the buyer, can count
on more purchases from people who really cannot do it all by themselves and
have no one else to do it for them. Better service leads to more purchases
and growing faithfulness on the buyers'! side.

Muocation is the key word in achieving most of the foregoing. It should
be noted that the staff is our permanent investment, even more than the machinery
which can be replaced, and that this investment needs constant atteation. The
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Piloher o the cdusation var @ at hac, the moare willings it will be to pecepve more
and new ilcase Thic b wld alss be conagidered fror the apporite angles  we
stoull frain thoa Wk wili learn and pass aver those who will not even thouph

thedlr pocition ayemeeste nore sadacation Cor them,

Trainins is a constant, versy central function., Tt should have ite own
bonmourabls place inside the central 31PAD oreanization with adequate resour en

ir staff, material, o yuipment and financ.,

New outiets

More statistico should be available cenceraing the volume of furniture
rotailing, possibly by citiecs, but certainly by republics. ‘ithis intormation
must be compared with BIPAD's own sales statiatics. If the average market
share is 10 %, we should first take a l1ook at the competi‘ive gituation
in those republirs where the share is lower, then consider the situation in

placrs like Belgrade where $IPAD'e share is higher than average.

Before opening new ovutlets in any arca, we should ~arefully study the

changing the premiges eotc,.

opportunities for increasing sales in existing outlets through new methods, .
We should also have information on ecach existing outlet regspecting its .
sales, costs, and profitability. A ratio between these figures can be a guide
to more satisfactory solutions. The different ratios in aach republic (or any '
reasonable sales pattern area) should guide us separately to those areas where
SIPAD's selling has been most profitable.
By merely opering new outlets and getting higher market shares, we would
not fulfil the main task of obtaining profitability of production. That is
why sales must be considereu not against volume but results,

0ld outlet

Perhaps some managers of old outlets already have suggested ways of impro-
ving their sales, such as engaging another salesman or moving to a better loca-
tion, but, as this proposal was rejected, have not followed them through. MNost
managers however will not have made such suggestions, mainly because they think
they are selling enough or they do not want to increase their responsibilities




mui/ﬂr work—load or they are aimply not capable of thinkings of ouch thinpgs, A

very careful, and thorouph check ot all outiets should te arried o immediat el
to determine whether the managers have sugeestiong, of if there ig et1l! an

opportunity for increased sales.

Questions

Why is there no regular published Yist of stores? It is not nrasy for a

potential consumer to find the shop nearest to him.

If there is someone to arrange displays in stores, whore is he and what

other functions does he have?

Essent ial decisions

It will have to be decided whether:

(a) To sell the furniture which is displayed and renew th¢ display all
the time or, by luring the consumer to take unused furniture from stock, keep
the display intact, turning part of the shop into a st orage area;

(b) To include domestic items like carpets, lamps, curtains;

(¢) To include household articles like Major kitchen appliances (refri-
gerators, ovens, washing-machines);

(d) To include consumer goods like glass, ceramics, utensils(like knives,
forka, and spoong)y and decorative items or even toys (as in a_boutique);

(e) To include services such as interior planning, installation, and
consumer information;

(f) To publish a brochure for wide distribution so as to help people to
make their decisions at home;

(g) To develop ships of various character in a single city. For example,
at Sarajevo the Marshal Tito shop is very near the Europa shop, and both of them
are near the new Skenderia. The shop in Ilinsanska Cesta is near the new housing
area, the place perhaps for a more service-like shop, or an outpost for the
others. If this means a decision at a higher level, perhaps such a decision
could be taken in principle and the details left to be worked out individually
in each town under some guidance and co-ordination from the central SIPAD mar-
keting bWQ




- 52 -

Annex VIl

MARKETING OF NATIONAL MOTIF FURNITURE

(Report on a diccussion when the cxperty, with the naticnal proge-t director
Dr. Vase Solaja, visited the furniture-producing OO!'R Rhongic on !y November 19714

wnd met the company's iire -tor and architect,)

Situation

VOUR Konic 1s a produrer of sawn timber for furniture and packin -
cases. It decided to convert part of 1ts activities to the production of
complete articles of turniture based on traditional designs. Locally there
is a long tradition of wood—carving (houschold and decorative items, furniture).
Konjic is known tor this, a' ieast in professional domrgtic circles. There
would be enough skilled craftsmen available for production on a1 more industrial

scale.

O0UR "Konjic" planned the expansion earlier, based on a calculated invest-
ment of Din 36 million. Thie capital amount has been secured as a loan. At
current prices, however, twice this figure is needed., The OOLR representat ives

feel confident that it can be secured.

Problem

Even if it is decided in principle to go ahead, the OOUR repregentatives
are not completely sure how they should proceed, especially with the marketing
of this new idea. They also have in mind to produce only the decorated wooden
panels and to subcontract production of the simpler structures (ineide construo-

tion of wall-units etc.) to another producer.

Expert's opinion

It has been strongly urged by foreign design and commercial experts that
more "traditional” style furniture should be produced and that it could be sold
more profitably than is the case now. For that reascn the plan seems to this
expert to be realistic and advisable. At present however the OOUR would enter
the market as a pioneer and not even receive full-hearted support from its cen-
tral organisation, BIPAD.. That is why the possibility of failure should be
taken into account, particularly when the expansion would be heavily based on




toan rapitals. A marketing plan should b made, based orn such a aum as the GO'T

~ould pay out of its own finances, with no large investment in factory hal.a nr
similar asseta. Production can be atarted in r~xist ings premises. Tools and
machinery should be based on pneumatic power, which is rasy to convert to nan-

“ing needs and for use by skilled craftsmen,

Without any market research the expert is sti!l confident that the fipst
market in Yuposlavia ror this kind of furniture will be in the contract trade,
like interiors for restaurants, coffee-houses, and nthers., Sales to private
songumers and oxporta would take second place, Por the public interiors the
wall and -eiling panels, typically Bosnian, shoul'l be made firc-resistant,
#i ing an extra sales argument. Such expertisc would be locally available 4

tla 810aD Institute for Wood Technology in Sarajevo.

Entering the contract trade, the best promoter would be the Sactory archi-
tect assisted by a factory-employed salesman with a good understanding of archi-
tecture and dealings with other architects. Trade information would be aviil-

able through government and community bodies and the press.

One individual! or a small sales staff with personal faith in this type
0f furniture should be found inside SIPAD. Sales should proneed only at
the pace set by these hand-picked individuals. The consumption by private
persons of this kind of furniture would be very small (i.e. only a very few
consumers, scattered geographically all over the couatry) and no big retail
sales through BIPAD outlets could be expected. Part of the potential avupcrror:
of Bosnian traditional style would be rich enough to buy rea! antique pieces
and would therefore reject the factory-made "copies™. However "aof¥ selling”
marketing methods could be planned amd used to counter this tendency.

In the long term consumers should be male tc accept traditional style in
two ways t by making Konjic a better kmown place as the traditional cabinet-
making centre and by thoroughly covering the consumer market. Sales drives
should be started with selected opimiom-building leaders like movie and tele-
vision sctors, sports and pop stars etc. No advertisements should be placed.
Deliveries could be made directly from the factory or from a factory-owned show-
room in Konjic. By making the commumity known as the original centre for this
furniture, the otherwise insoluble problem of copyright could be permanently
settled.
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To train the werkere and ¢ increase their Job-gatisfartion and the pro-
Titatiiity, small ari e ilke kitchen items, souvenirg «te, could be ineluded
in the production. For s. b wallarticles there would be an immediate market
withir Yugoslavia and partly as exports, but no iong-range expurt plans can be
mad. at present because of more Mexotic” traditional wooden articies to be ex-—

pected from Afri-an and Asian countries,

Very special care should be taken not to kill the existing - and possibly
future - small workshops in the areca. These ahould be equal partners in the

community development plan »utlined auove.

Time-table

The project can be started immediately. In March 1976 senior executives
should visit the Munich Handicrafts Fair for information on pneumatic tools and
on traditional products from other countries, mainly Italy and Spain. Products -
if a complete interior were to be available - could be exhibited at the S81PAD
stand at the Cologne Furniture Fair, 20-25 January 1976, at Zagreb in April,
and at Belgrade in November.



Annex VII1

PHELIMINARY MARKETING CONCEPT FOR GLUE-LAMINATED TIMBRR

Objectjve

Production of glue-laminated timber is to be started in Yugoslavia in .77,
The production capacity will be marketed primariiy in Yuposiavia because it wil!
take some two years for an internat ional quality ~ontrol certificate neceasary

for expurts to be obtained,

Product

The material is used in a variety of buildings (houses, large halls, rail-
way stations, storage sheds etce) instead of steel or concrete supports. It ig
lighter and renders them fireproof (steel tends to collapse in fire, concrete
to break), Because.it is lighter, it also permits wider spans without supporting
Pillars, leading to new solutinns for architectura: problems.

Positive tors Negative fgctors
Demands |

Cheaper construction Unknown factor - no Yugoslav
Lighter construction available

Nore elegant constructior

New solutions

Competitions

| $ 9 Steel, concrete and pneumatic construc-
tion are known and established caompetitors

Aastitutional fagtore

Law
Geography (leading to difficulties
in transportation)

Erice comparises (In comparison with competitive materials)

Bx workst mere Dolivery time:t 1less
Treansportt mere Brection tinet less

Initial promotion; "mre
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Ar*i~]e8 1n journals, et..
_astribution

vel:very of order:

il

For gmaller ttems g8 r 10 demand
T rough a ~onstruction pamtaer

™rough architects (as specifiers only)

iml emsntation stages

(a) Market research among architects(cam de ntarted izmediately;

{p) A strategic p.an (early 1976);

celalon has

{~) An operational plan to start immcdiately after

taren and money for investments ¢nsured.
capital may he needed first.

A separat. for - raising the









